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FEDERAL COLUMBIA RIVER TRANSMISSION
SYSTEMS ACT

• FRIDAY, JUNE 7, 1974

•

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON WATER AND POWER RESOURCES OF THE

COMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
ash,ington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room
1324, Longworth House Office Building, Hon. Harold T. Johnson
(chairman of the subcommittee) presiding.
Present: Representatives Johnson (presiding), Dellenback, Meeds,

Clausen, Foley, and Hosmer.
Also present: Jack Daum, Jim Casey, Sidney McFarland, and

Charles Leppert.
Mr. JOHNSON. The Subcommittee on Water and Power Resources

will be in order to hear testimony on H.R. 14168 to enable the Secre-
tary of the Interior to provide for the operation, maintenance, and
continued construction of the Federal Transmission System in the
Pacific Northwest by use of the revenues of the Federal Columbia
River Power System and the proceeds of revenue bonds, and for
other purposes.
At this time unless there is objection I would like to place into

the record a copy of H.R. 14168. Is there objection?
Hearing none, so ordered.
[The bill, H.R. 14168 follows:]

(1)
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2D SESSION . R. 14168

IN THE HOUSE OF REPRESENTATIVES

APRIL 10,1974
Mr. JoHNsoN of California (for himself, Mr. HOSMER, Mr. DELLENBACK, Mr.

1.11,1,31AN, Mr. LUJAN, Mr. WYATT, Mr. FOLEY, Mr. RONCALIO Of Wyoming,
Mr. TOWELL of Nevada, Mr. PRITCHARD, Mr. MEEDS, Mrs. HANSEN of
Washington, Mr. HICKS, Mr. McCoRmAcK, and Mrs. GREEN of Oregon)
introduced the following bill; which was referred to the Committee on
Interior and Insular Affairs

A BILL
To enable the Secretary of the Interior to provide for the oper-

ation, maintenance, and continued construction of the Fed-
eral transmission system in the Pacific Northwest by use
of the revenues of the Federal Columbia River Power
System and the proceeds of revenue bonds, and for other
purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That this Act may be cited as the "Federal Columbia River
4 Transmission System Act".

5 SEC. 2. (a) Congress finds that in order to enable the
6 Secretary of the Interior to carry out the policies of Public



t.:

•

2

1 Law 88-552 relating to the marketing of electric power

2 from hydroelectric projects in the Pacific Northwest, Public

3 Laws 89-448 and 89-561 relating to use of revenues of the

4 Federal Columbia River Power System to provide financial

5 assistance to reclamation projects in the Pacific Northwest,

6 the treaty between the United States and Canada relating

7 to the cooperative development of the resources of the Co-

8 lumbia River Basin, and other applicable law, it is desirable

9 and appropriate that the revenues of the Federal Columbia

10 River Power Systern and the proceeds of revenue bonds

11 be used to further the operation, maintenance, and further

12 construction of the Federal transmission system in the Pacific

13 Northwest.

14 (b) Other than as specifically provided herein, the

15 present authority and operations of the Secretary of the In-

16 tenor relating to the Federal Columbia River Power Sys-

17 tern shall not be affected by this Act. Powers and duties of

18 the administrator referred to herein are subject to the super-

19 vision and direction of the Secretary.

20 SEC. 3. As used in this Act-

21 (a) The term "Administrator" means the Administra-

22 tor, Bonneville Power Administration.

23 (b) The term "electric power" means electric peaking

24 capacity or electric energy or electric power and energy.

25 (c) The term "Pacific Northwest" means—



4

3

1 (1) the region consisting of the States of Oregon,

2 Washington, and Idaho, the State of Montana west of

3 the Continental Divide, and such portions of the States

4 of Nevada, Utah, and Wyoming as are within the Co-

lumbia drainage basin, and

6 (2) any contiguous areas, not in excess of seventy-

7 five airline miles from said region, which are a part of

8 the service area of a distribution cooperative which has-

9 (i) no generating facilities, and

10 (ii) a distribution system from which it serves

11 both within and without said region.

12 SEC. 4. The Secretary of the Interior, acting by and

13 through the Administrator, shall operate and maintain the

14 Federal transmission system within the Pacific Northwest

15 and shall construct improvements, betterments, and additions

16 to and replacements of such system within the Pacific North-

17 west as he determines are appropriate and required to-

18 (a) integrate and transmit the electric power from

19 existing or additional Federal or non-Federal generating

20 units;

21 (b) provide service to the Administrator's cus-

22 tomers;

23 (c) provide interregional transmission facilities;

24 and
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5

4

1 (d) maintain the electrical stability and electrical

2 reliability of the Federal system.

3 Sue. 5. (a) Unless specifically authorized by Act of

4 Congress, the Administrator shall not pursuant to the author-

5 ity of this Act-

6 (1) acquire any operating transmission facility by

7 condemnation: Provided, That this provision shall not

8 restrict the acquisition of the right to cross such a facility

9 by condemnation;

10 (2) construct additional transmission facilities which

11 duplicate existing facilities or will duplicate transmission

12 facilities which a utility (or utilities) commits itself to

13 construct unless such facilities are required for one or

14 more of the purposes specified in section (4) hereof, and

15 the Administrator, at or prior to the time the Adminis-

16 trator's budget is submitted to Congress for the use of

17 revenue or the issuance of revenue bonds to finance the

18 construction of such transmission facilities, after good-

19 faith negotiations, is unable to make arrangements for

20 the use of non-Federal transmission facilities which shall

21 be at least equivalent in electrical capability to the

22 proposed Federal facilities and which arrangements

23 shall be no less favorable to the Government than the

24 financing and construction of the proposed Federal fa-

25 cilities.
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6

7

8

9

10

11

12 such a facility until at least one hundred and fifty days after

13 the budget proposing to initiate such facility has been

14 presented to both Houses of Congress and he has given such

15 utility at least thirty days prior written notice of his intent to

16 begin such construction. No such suit may be brought by

17 such utility after the later of (1) said one hundred and fifty

18 days or (2) thirty days after notice by the Administrator of

19 his intent to begin construction.

20 SEC. 6. The Administrator shall make available to all

21 utilities on a fair and nondiscriminatory basis any capacity

22 in the Federal transmission system which he determines to

23 be in excess of the capacity required to transmit electric

24 power generated by, acquired by, or under the control of

25 the United States.

5

(b) At least sixty days prior to the time the budget

for the Bonneville Power Administration is sent to Congress,

the Administrator shall notify utilities in the Pacific North-

west of the new transmission facilities proposed for con-

struction therein. If the Administrator, after good-faith

negotiations with a utility desiring to provide all or a 'part

of such facilities, retains an item in his budget for a trans-

mission facility, such utility may bring suit in the Federal

District Court of Oregon for the purpose of determining if

the Administrator has complied with the provisions of this

section. The Administrator shall not begin construction of
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SEC. 7. Subject to the provisions of section 5 of this

Act the Administrator may purchase or lease or otherwise

acquire and hold such real and personal property in the

name of the United States as he deems necessary or appro-

priate to carry out his duties pursuant to law.

MARKETING AUTHORITY

SEC. 8. The Administrator is hereby designated as the

marketing agent for all electric power generated by Federal

generating plants in the Pacific Northwest, constructed by,

under construction by, or presently authorized for construc-

tion by the Bureau of Reclamation or the United States

Corps of Engineers except electric power requited for the

operation of each Federal project and except electric power

from the Green Springs project of the Bureau of Reclama-

tion.

16 RATES AND CHARGES

17 SEC. 9. Schedules of rates and charges for the sale, in-

18 eluding dispositions to Federal agencies, of all electric power

19 made available to the administrator pursuant to section 8

20 of this Act or otherwise acquired, and for the transmission

21 of non-Federal electric power over the Federal transmission

22 system, shall become effective upon confirmation and ap-

23 proval thereof by the Federal Power Commission. Such

24 rate schedules may be modified from time to time by the

25 Secretary' of the Interior, acting by and through the Ad-
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24

8

7

ministrator, subject to confirmation and approval by the

Federal Power Commission, and shall be fixed and estab-

lished (1) with a view to encouraging the widest possible

diversified use of electric power at the lowest possible rates

to consumers consistent with sound business principles, (2)

having regard to the recovery (upon the basis of the appli-

cation of such rate schedules to the capacity of the electric

facilities of the projects) of the cost of producing and trans-

mitting such electric power, including the amortization of

the capital investment allocated to power over a reasonable

period of years, and (3) at levels to produce such addi-

tional revenues as may be required, in the aggregate with

all other revenues of the Administrator, to pay when due

the principal of, premiums, discounts, and expenses in con-

nection with the issuance of, and interest on all bonds issued

and outstanding pursuant to this Act, and amounts required

to establish and maintain reserve and other funds and ac-

counts established in connection therewith.

SEC. 10. The said schedules of rates and charges for

transmission, the said schedules of rates and charges for

the sale of electric power, or both such schedules, may

provide, among other things, for uniform rates or rates uni-

form throughout prescribed transmission areas. The recovery

of the cost of the Federal transmission system shall be
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1. equitably allocated between Federal and non-Federal power

2 utilizing such system.

3 BONNEVILLE POWER ADMINISTRATION FUND

4 SEC. 11. (a) There is hereby established in the Treasury

5 of the United States a Bonneville Power Administration

6 Fund (hereinafter referred to as the "fund") . The fund

7 shall consist of (1) all receipts, collections, and recoveries

8 of the Administrator in cash from all sources, including

9 trust funds, (2) all proceeds derived from the sale of bonds

10 by the Administrator, (3) any appropriations made by the.

11 Congress for the fund, and (4) the following funds which

12 are hereby transferred to the Administrator: (i) all moneys

13 in the special account in the Treasury established pursuant

14 to Executive Order 8526 dated August 26, 1940, (ii) the

15 unexpended balances in the continuing fund established by

16 the provisions of section 11 of the Bonneville Project Act

17 of August 20, 1937 (16 U.S.C. 831 et seq.) , and (iii) the

18 unexpended balances of funds appropriated or otherwise

19 made available for the Bonneville Power Administration.

20 All funds transferred hereunder shall be available for ex-

21 penditure by the Secretary of the Interior, acting by and

22 through the Administrator, as authorized in this Act and

23 any other Act relating to the Federal Columbia River

24 Transmission System, subject to such limitations as may

25 be prescribed by any applicable appropriation Act effective
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2
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8
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22 ation, and maintenance of transmission systems and

23 facilities;

24 (4) marketing of electric power;

9

during such period as may elapse between their transfer

and the approval by the Congress of the first subsequent

annual budget program of the Administrator.

(b) The Administrator may make expenditures from

the fund, which shall have been included in his annual budget

submitted to Congress, without further appropriation and

without fiscal year limitatio4, but within such specific direc-

tives or limitations as may be included in appropriation Acts,

for any purpose necessary or appropriate to carry out the

duties imposed upon the Administrator pursuant to law,

including but not limited to—

( 1) construction, acquisition, and replacement of

(i) the transmission system, including facilities and

structures appurtenant thereto, and (ii) additions, im-

provements, and betterments thereto (hereinafter in

this Act referred to as "transmission system") ;

(2) operation, maintenance, repair, and relocation,

to the extent such relocation is not provided for under

subsection (1) above, of the transmission system;

(3) electrical research, development, experimenta-

tion, test, and investigation related to construction, oper-
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10

1 (5) transmission over facilities of others and rental,

2 lease, or lease-purchase of facilities;

3 (6) purchase of electric power (including the en-

4 titlement of electric plant capability) (i) on a short-

5 term basis to meet temporary deficiencies in electric

6 power which the Administrator is obligated by contract

7 to supply, or (ii) if such purchase has been heretofore

8 authorized or is made with funds expressly appropriated

9 for such purchase by the Congress;

10 (7) defraying emergency expenses or insuring con-

11 tinuous operation;

12 (8) paying the interest on, premiums, discounts,

13 and expenses, if any, in connection with the issuance of,

14 and principal of all bonds issued under section 13 (a) of

15 this Act, including provision for and maintenance of

16 reserve and other funds established in connection there-

17 with;

18 (9) making such payments to the credit of the

19 reclamation fund as are required by or pursuant to law

20 to be made into that fund: Provided, That this clause

21 shall not be construed as permitting the use of revenues

22 for repayment of costs allocated to irrigation at any

23 project except as otherwise expressly authorized by law;

24 (10) making payments to the credit of miscellane-

ous receipts of the Treasury for all unpaid costs required
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1 by or pursuant to law to be charged to and returned to

2 the general fund of the Treasury for the repayment of the

3 Federal investment in the Federal Columbia River

4 Power System from electric power marketed by the

5 Administrator; and

6 ( 11 ) acquiring such goods and services, and paying

7 dues and membership fees in such professional, utility,

8 industry, and other societies, associations, and institutes,

9 together with expenses related to such memberships, in-

10 eluding but not limited to the acquisitions and payments

11 set forth in the general provisions of the annual appro-

12 priations Acts for the Department of the Interior, as the

13 Administrator determines to be necessary or appropriate

14 in carrying out the purposes of this Act.

15 (c) Moneys heretofore or hereafter appropriated shall

16 be used only for the purposes for which appropriated, and

17 moneys received by the Administrator in trust shall be used

18 only for carrying out such trust. The provisions of the Gov-

19 eminent Corporation Control Act (31 U.S.C. 841 et seq.)

20 shall be applicable to the Administrator in the same manner

21 as they are applied to the wholly owned Government cor-

22 porations named in section 101 of such Act (31 U.S.C.

23 846) , but nothing in the proviso of section 850 of title .31,

24 United States Code, shall be construed as affecting the

25 powers granted in subsection (b) (11) of this section and
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12

1 in sections 2 (1), 10 (b) , and 12 (a) of the Bonneville Proj-

2 ect Act (16 U.S.C. 832 et seq.) .

3 SEC. 12. (a) If the Administrator determines that

4 moneys in the fund are in excess of current needs he may

5 request the investment of such amounts as he deems advis-

6 able by the Secretary of the Treasury in direct, general ob-

7 ligations of, or obligations guaranteed as to both principal

8 and interest by, the United States of America.

9 (b) With the approval of the Secretary of the Treasury,

10 the Administrator may deposit moneys of the fund in any

11 Federal Reserve bank or other depository for funds of the

12 United States of America, or in such other banks and finan-

13 cial institutions and under such terms and conditions as the

14 Administrator and the Secretary of the Treasury may mu-

15 tually agree.

16 REVENUE BONDS

17 SEC. 13. (a) The Administrator is authorized to issue

18 and sell to the Secretary of the Treasury from time to time in

19 the name and for and on behalf of the Bonneville Power Ad-

20 ministration bonds, notes, and other evidences of indebted-

21 ness (in this Act collectively referred to as "bonds") to

22 assist in financing the construction, acquisition, and replace-

23 ment of the transmission system, and to issue and sell bonds

24 to refund such bonds. Such bonds shall be in such forms and

25 denominations, bear such maturities and be subject to such

39-196 0 - 74 - 2
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1 terms and conditions as may be prescribed by the Secretary

2 of the Treasury taking into account terms and conditions pre-

3 vailing in the market for similar bonds, the useful life of the

4 facilities for which the bonds are issued and financing prac-

5 tices of the utility industry. Refunding provisions may be

6 prescribed by the Administrator. Such bonds shall bear inter-

7 est at a rate determined by the Secretary of the Treasury

8 taking into consideration the current average market yield on

9 outstanding marketable obligations of the United States of

10 comparable maturities, plus an amount in the judgment of the

11 Secretary of the Treasury to provide for a rate comparable to

12 the rates prevailing in the market for similar bonds. The ag-

13 gregate principal amount of any such bonds outstanding at

14 any one time shall not exceed $1,250,000,000.

15 (b) The principal of, premiums, if any, and interest on

16 such bonds shall be payable solely from the Administrator's

17 net proceeds as hereinafter defined. "Net proceeds" shall

18 mean for the purposes of this section the remainder of the

19 Administrator's gross receipts from all sources after first

20 deducting the costs listed in section 11 (b) (2) through 11

21 (b) (7) and 11(b) (11) , and shall include reserve or other

22 funds created from such receipts.

23 (c) The Secretary of the Treasury shall purchase forth-

24 with any bonds issued by the Administrator under this Act

25 and for that purpose is authorized to use as a public debt
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1 transaction the proceeds from the sale of any securities issued

2 under the Second Liberty Bond Act, as now or hereafter in

3 force, and the purposes for which securities may be issued

4 under the Second Liberty Bond Act, as now or hereafter iA

5 force, are extended to include any purchases of the bonds

6 issued by the Administrator under this Act. The Secretary

7 of the Treasury may, at any time, sell any of the bonds

8 acquired by him under this Act. All redemptions, purchases,

9 and sales by the Secretary of the Treasury of such bonds

10 shall be treated as public debt transactions of the United

11 States.
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Mr. JOHNSON. I would also like to place into the record at thistime the Executive communication dated April 3, 1974, from theSecretary of the Interior, Rogers Morton, which states that theDepartment is in support of the legislation and ask for its passage.Is there objection?
Hearing none, so ordered.
[The departmental report and letter from Deputy Comptroller Gen-eral of the United States follow:]

U.S. DEPARTMENT OF THE) INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C. April 3, 1974.Hon. CARL B. ALBERT,

Speaker of the House of Representatives,
Washington, D.C.
DEAR MR. SPEAKER: Enclosed is a bill "To enable the Secretary of theInterior to provide for the operation, maintenance and continued constructionof the Federal transmission system in the Pacific Northwest by use of therevenues of the Federal Columbia River Power System and the proceeds ofrevenue bonds, and for other purposes." Also enclosed is a section-by-sectionanalysis of the bill.
We recommend that this proposed legislation be enacted.The purpose of this bill is to shift the financing of the Department of theInterior's electric power transmission program in the Pacific Northwest fromthe present arrangements of funding through Federal appropriations to aself-financing basis.
The Pacific Northwest is liberally endowed with hydroelectric plant poten-tial, and over the period of the last sixty years the Federal Government,acting through the Department of the Interior and the Department of theArmy has invested heavily in the construction of some two dozen dams andgenerating plants to develop this significant energy resource. The Departmentof the Interior acting through the Bonneville Power Administration has alsoconstructed an extensive transmission system to market the electric powerand energy from these projects and to interconnect these projects and theload centers of the Pacific Northwest. Today the Federal transmission sys-tem in the Pacific Northwest incorporates over 12,000 circuit miles of 115 kvto 500 kv ac and 800 kv de transmission lines, and over 330 substations,representing a Federal investment of $1.3 billion. This system provides ap-proximately 70 percent of the bulk power transmission grid in the PacificNorthwest.
As the construction and improvement of hydroelectric projects in the re-gion approaches the level of full development of the energy resource, theutilities in the Pacific Northwest have turned to the construction of largethermal generating plants to meet the continually growing requirements oftheir customers for electric power. The remaining hydro projects to be de-veloped will be essentially peaking projects. Working through the JointPower Planning Council and the Pacific Northwest Utilities ConferenceCommittee, the Bonneville Power Administration has cooperated with the108 utilities in the region to coordinate the planning and construction ofFederal and non-Federal facilities. This effort has resulted in the PacificNorthwest Hydro-Thermal Power Program. Phase 1 of the program, adoptedin 1969 and approved by Congress, is expected to meet the power needs of theregion for generation and transmission facilities through the early 19809s,and the recently proposed Phase 2 extends the program and proposes aschedule of generating projects through 1986.The hydro-thermal program involves contributions by each or the cooperatingentities. The non-Federal utilities have sole responsibility for the construc-tion of the new thermal generating plants, which will be fueled by coal mined inthe Pacific Northwest or adjacent areas, or by nuclear energy. This consti-tutes the largest amount 'of new investment. The Bureau of Reclamation andthe Corps of Engineers have the responsibility for the installation of addi-tional generating units at Federal hydroelectric power projects as now
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a'uthorized. The continuation of the Federal Columbia River transmission grid
under the Bonneville Power Administration is looked upon as the most feas-
ible and efficient approach for interconnecting the new generating units with
the rest of the system and for transmitting their output throughout the
region.
The enclosed bill would deal with a separate issue relating to the unique

situation in the Pacific Northwest by authorizing the Secretary of the Interior
to finance the operation and maintenance and the future construction of the
Federal Columbia River transmission system from revenues and from the
proceeds of revenue bonds. This will free BPA from the constraints inherent
In the appropriations process that impede compliance with financing and

construction schedules. As In the past, all capital and O&M costs of the

Federal Columbia River System will be fully recovered from the power

users of the region. However, the proposed legislation would alleviate the
demand on appropriated Federal funds resulting from EPA's transmission
system financial requirements.
The Bonneville operations are comparable to those of an electric utility.

The revenues from the sale and the transmission of electric power will be
more than adequate to cover annual operating costs, repay the Federal invest-
ment in both generation and transmission facilities as required by law, and
amortize the investment in new transmission facilities financed from the pro-
ceeds of revenue bonds. The ability of BPA to construct modifications or
additions to the transmission system on a timely schedule is highly important

in order to assure reliability of the system and to assure that the needed trans-

mission facilities are in place and operational at the time that the power

from the new generating units comes on line. The appropriations method of
financing is not satisfactory for this kind of a program because delays are often

' encountered that are caused by other budgetary considerations which are not
related to the merits of the construction program.

It would put Bonneville on a "pay as you go" basis for future investments

utilizing revenue bonds on a business-like repayment basis and giving the

flexibility in obtaining financing that is considered necessary in carrying out
this utility-like transmission function.
The bill would authorize the Bonneville Power Administration to con-

struct transmission facilities in the Pacific Northwest that are needed addi-

tions to the regional grid. Restrictions are included, however, which would

prevent encroachment upon the opportunity for non-Federal utilities to

construct facilities which are equally adequate to serve the regional purposes.

The Federal transmission system will carry both/ power generated or ac-

quired by the Government and power generated at non-Federal facilities

owned and controlled by others. Rates for transmission of non-Federal power

over the Federal system are subject to review and approval by the Federal

Power Commission.
The BPA activities would be subject to the provisions of the Government

Corporation Control Act. The budget would be submitted to Congress for

review by the appropriations committees and be subject to limitations or

directives contained in appropriations acts.
The Administrator would be authorized to issue and sell bonds to the

Secretary of the Treasury up to a maximum amount outstanding at any

time of $1.25 billion. This amount is estimated to be sufficient to meet borrow-

ing needs for approximately 10 years. The Secretary of the Treasury will

prescribe the form and denomination, maturities, and terms and conditions
relating the the bonds issued, taking into account terms and conditions pre-
vailing in the market for similar bonds, the useful life of the facilities for

which the bonds are issued and the financing practices of the utility industry.

The interest rate is also determined by the Secretary of the Treasury to pro-

vide rates comparable to those prevailing in the market for similar bonds.
Other than the specific changes required to accommodate the new financing

method, •the bill preserves the existing provisions of law relating to the
Bonneville Power Administration. Among other things, this leaves un-

changed the preference rights of public bodies and cooperatives to acquire
Federal power.
Because this bill deals primarily with the method of financing the Federal

transmission program in the Pacific Northwest rather than the program itself,
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the proposal does not significantly affect the quality of the human environ-
ment. Accordingly, no environmental impact statement is submitted herewith.
The Office of Management and Budget has advised that enactment of the

proposed bill would be in accord with the program of the President.
Sincerely yours,

Roo MORTON,
Secretary of the Interior.

Enclosure.

A BILL To enable the Secretary of the Interior to provide for the operation, main-
tenance and continued construction of the Federal transmission system in the Pacific
Northwest by use of the revenues of the Federal Columbia River Power System and the

proceeds of revenue bonds, and for other purposes

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That

SHORT TITLE

SEC. 1. This Act may be cited as the "Federal Columbia River Transmission
System Act."

DEFINITIONS AND INTERPRETATION

SEC. 2. (a) Congress finds that in order to enable the Secretary of the In-
terior to carry out the policies of Public Law 88-552 relating to the marketing
of electric power from hydroelectric projects in the Pacific Northwest, Public
Laws 89-448 and 89-561 relating to use of revenues of the Federal Columbia
River Power System to provide financial assistance to Reclamation projects
in the Pacific Northwest, the treaty between the United States and Canada
relating to the cooperative development of the resources of the Columbia River
Basin, an other applicable law, it is desirable and appropriate that the rev-
enues of the Federal Columbia River Power System and the proceeds of
revenue bonds be used to further the operation, maintenance and further con-
struction of the Federal transmission system in •the Pacific Northwest.
(b) Other than as specifically provided herein, the present authority and

operations of the Secretary of the Interior relating to the Federal Columbia
River System shall not be affected by this Act. Powers and duties of the
administrator referred to herein are subject to the supervision and direction
of the Secretary.

SEC. 3. As used in this Act—
(a) The term "administrator" means the Administrator, Bonneville Power

Administration.
(b) The term "electric power" means electric peaking capacity or electric

energy or electric power and energy.
(c) The term "Pacific Northwest" means (1) the region consisting of the

states of Oregon, Washington, and Idaho, the state of Montana west of the
Continental Divide, and such portions of the states of Nevada, Utah, and
Wyoming as are within the Columbia drainage basin, and (2) any contiguous
areas, not in excess of seventy-five airline miles from said region, which are
a part of the service area of a distribution cooperative which has (i) no
generating facilities, and (ii) a distribution system from which it serves both
within and without said region.

THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

SEC. 4. The Secretary of the Interior, acting by and through the adminis-
trator, shall operate and maintain the Federal transmission system within
the Pacific Northwest and shall construct improvements, betterments and
additions to and replacements of such system within the Pacific Northwest
as he determines are appropriate and required to:

(a) integrate and transmit the electric power from existing or addi-
tional Federal or non-Federal generating units;
(b) provide service to the administrator's customers;
(c) provide interregional transmission facilities; and
(d) maintain the electrical stability and electrical reliability of the

Federal system.
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SEC. 5. (a) Unless specifically authorized by Act of Congress, the 
adminis-

trator shall not pursuant to the authority of this Act:
(1) acquire any operating transmission facility by condemnation, 

pro-

vided that this provision shall not restrict the acquisition of the rig
ht to

cross such a facility by condemnation.
(2) construct additional transmission facilities which duplicate exis

ting

facilities or will duplicate transmission facilities which a utility (or 
utili-

ities) commits itself to construct unless such facilities are required fo
r

one or more of the purposes specified in section 4 hereof, and the a
dmin-

istrator's budget is submitted to Congress for the use of revenue or th
e

issuance of revenue bonds to finance the construction of such transmis
-

sion facilities, after good faith negotiations, is unable to make arrange-

ments for the use of non-Federal transmission facilities which shall be at

least equivalent in electrical capability to the proposed Federal facilities

and which arrangements shall be no less favorable to the Government than

the financing and construction of the proposed Federal facilities.

(b) At least 60 days prior to the time the budget for the Bonneville Power

Administration is sent to Congress, the administrator shall notify utilities in

the Pacific Northwest of the new transmission facilities proposed for construc-

tion therein. If the administrator, after good faith negotiations with a utility

desiring to provide all or a part of such facilities, retains an item in his

budget for a transmission facility, such utility may bring suit in the Federal

District Court for Oregon for the purpose of determining if the administrator

has complied with the provisions of this section. The administrator shall not

begin construction of such a facility until at least 150 days after the budget

proposing to initiate such facility has been presented to both houses of Congress

and he has given such utility at least 30 days prior written notice of his intent

to begin such construction. No such suit may be brought by such utility after

the later of (1) said 150 days or (2) 30 days after notice by the administra-

tor of his intent to begin construction.
SEC. 6. The administrator shall make available to all utilities on a fair

and nondiscriminatory basis, any capacity in the Federal transmission system

which he determines to be in excess of the capacity required to transmit elec-

tric power generated by, acquired by, or under the control of the United

States.
SEC. 7. Subject to the provisions of section 5 of this Act the administrator

may purchase or lease or otherwise acquire and hold such real and personal

property in the name of the United States as he deems necessary or appro-

priate to carry out his duties pursuant to law.

MARKETING AUTHORITY

SEC. 8. The administrator is hereby designated as the marketing agent for

all electric power generated by Federal generating plants in the Pacific North-

west, constructed by, under construction by, or presently authorized for con-

struction by, or presently authorized for construction by the Bureau of Recla-

mation or the United States Corps of Engineers except electric power required

for the operation of each Federal project and except electric power from the

Green Springs Project of the Bureau of Reclamation.

RATES AND CHARGES

SEC. 9. Schedules of rates and charges for the sale, including dispositions to
Federal agencies, of all electric power made available to the administrator

pursuant to section 8 of this Act or otherwise acquired, and for the trans-
mission of non-Federal electric power over the Federal transmission system,

shall become effective upon confirmation and approval thereof by the Federal

Power Commission. Such rate schedules may be modified from time to time
by the Secretary of the Interior, acting by and through the administrator,
subject to confirmation and approval by the Federal Power Commission, and
shall be fixed and established (1) with a view to encouraging the widest pos-
sible diversified use of electric power at the lowest possible rates to con-
sumers consistent with sound business principles, (2) having regard to the
recovery (upon the basis of the application of such rate schedules to the
capacity of the electric facilities of the projects) of the cost of producing and
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transmitting such electric power, including the amortization of the capital
investment allocated to power over a reasonable period of years, and (3) at
levels to produce such additional revenues as may be required, in the aggre-
gate with all other revenues of the administrator, to pay when due the prin-
cipal of, premiums, discounts and expenses in connection with the issuance of,
and interest on all bonds issued and outstanding pursuant to this Act, and
amounts required to establish and maintain reserve and other funds and ac-
counts established in connection therewith.

SEC. 10. The said schedules of rates and charges for transmission, the said
schedules of rates and charges for the sale of electric power, or both such
schedules, may provide, among other things, for uniform rates or rates uni-
form throughout prescribed transmission areas. The recovery ipaf the cost of
the Federal transmission system shall be equitably allocated between Federal
and non-Federal power utilizing such system.

BONNEVILLE POWER ADMINISTRATION FUND

SEC. 11. (a) There is hereby established in the Treasury of the United States
a Bonneville Power Administration fund (hereinafter referred to as the
"Fund"). The Fund shall consist of (1) all receipts, collections and recoveries
of the administrator in cash from all sources, including trust funds, (2) all
proceeds derived from the sale of bonds by the administrator, (3) any appro-
priation's made by the Congress for the Fund, and (4) the following funds
which are hereby transferred to the administrator: (I) all moneys in the
special account in the Treasury established pursuant to Executive Order No.
8526 dated August 26, 1940, (ii) •the unexpended balances in the continuing
fund established by the provisions of section 11 of the Bonneville Project Act
of August 20, 1937 (16 U.S.C. 831, et seq.), and (ill) the unexpended balances
of funds appropriated or otherwise made available for the Bonneville Power
Administration. All funds transferred shall be available for expenditure by theSecretary of the Interior, acting by and through the administrator, as author-ized in this Act and any other Act relating to the Federal Columbia Rivertransmission system, subject to such limitations as may be prescribed by anyapplicable appropriation act effective during such period as may elapse betweentheir transfer and the approval by the Congress of the first subsequent annualbudget program of the administrator.
(b) The administrator may make expenditures from the Fund, which shallhave been included in his annual budget submitted to Congress, withoutfurther appropriation and without fiscal year limitation, but within suchspecific directives or limitations as may be included in appropriation acts, forany purpose necessary or appropriate to carry out the duties imposed uponthe administrator pursuant to law, including but not limited to

(1) construction, acquisition and replacement of (i) the transmissionsystem, including facilities and structures appurtenant thereto, and (11)additions, improvements and betterments thereto (hereinafter in thisAct referred to as "transmission system") ;
(2) operation, maintenance, repair and relocation, to the extent suchrelocation is not provided for under subsection (1) above, of the trans-mission system;
(3) electrical research, development, experimentation, test, and inves-tigation related to construction, operatiOn and maintenance of transmis-sion systems and facilities;
(4) marketing of electric power;
(5) transmission over facilities of others and rental, lease or lease-purchase of facilities;
(6) purchase of electric power (including the entitlement of electricplant capability) (1) on a short-term basis to meet temporary deficienciesin electric power which the administrator is obligated by contract tosupply, or (ii) if such purchase has been heretofore authorized or ismade with funds expressly appropriated for such purchase by the Con-gress;
(7) defraying emergency expenses or insuring continuous operation;(8) paying the interest on, premiums, discounts and expenses, if any,In connection with the issuance of, and principal of all bonds issued
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under section 13(a) of this Act, including provision for and maintenance

of reserve and other funds established in connection therewith;

(9) making such payments to the credit of the reclamation fund as are

required by or pursuant to law to be made into that fund: Provided, That

this clause shall not be construed as permitting the use of revenues 
for

repayment of costs allocated to irrigation at any project as otherwise

expressly authorized by law;
(10) making payments to the credit of miscellaneous receipts of the

Treasury for all unpaid costs required by or pursuant to law to be charged

to and returned to the General Fund of the Treasury for the repayment

of the Federal investment in the Federal Columbia River Power System

from electric power market by the administrator; and
(11) acquiring such goods and services, and paying dues and membership

fees in such professional, utility, industry, and other societies, associations

and institutes, together with expenses related to such memberships, in-

cluding but not limited to the acquisitions and payments set forth in the

General Provisions of the annual appropriations acts for the Department

of the Interior, as the administrator determines to be necessary or appro-

priate in carrying out the purposes of this Act.
(c) Moneys heretofore or hereafter appropriated shall be used only for the

purposes for which appropriated, and moneys received by the administrator

in trust shall be used only for carrying out such trust. The provisions of the

Government Corporation Control Act (31 U.S.C. 841, et seq.) shall be appli-

cable to the administrator in the same manner as they are applied to the

wholly owned Government corporations named in section 101 of such Act (31

U.S.C. 846), but nothing in the proviso of 31 U.S.C. 850 shall be construed as

affecting the powers granted in subsection (b) (11) of this sectibn and in

sections 2(f), 10(b), and 12(a) of the Bonneville Project Act (16 U.S.C. 832,

et seq.).
SEC. 12. (a) If the administrator determines that moneys in the Fund are

in excess of current needs he may request the investment of such amounts

as he deems advisable by the Secretary of the Treasury in direct, general obli-

gations of, or obligations guaranteed as to both principal and interest by, the
United States of America.
(b) With the approval of the Secretary of the Treasury, the administrator

may deposit moneys of the Fund in any Federal Reserve bank or other de-
pository for funds of the United States of America, or in such other banks and
financial institutions and under such terms and conditions as the administrator
and the Secretary of the Treasury may mutually agree.

REVENUE BONDS

SEC. 13. (a) The administrator is authorized to issue and sell to the Secre-
tary of the Treasury from time to time in the name and for and on behalf
of the Bonneville Power Administration bonds, notes, and other evidences
of indebtedness (in this Act collectively referred to as "bonds") to assist in
financing the construction, acquisition and replacement of the transmission
system, and to issue and sell bonds to refund such bonds. Such bonds shall be
In such forms and denominations, bear such maturities and be Nubject to
such terms and conditions as may be prescribed by the Secretary of the
Treasury taking into account terms and conditions prevailing in the market
for similar bonds, the useful life of the facilities for which the bonds are
issued and financing practices of the utility industry. Refunding provisions
may be prescribed by the administrator. Such bonds shall bear Interest at a
rate determined by the Secretary of the Treasury taking into consideration
the current average market yield on outstanding marketable obligations of

the United States of comparable maturities, plus an amount in the judgment

of the Secretary of the Treasury to provide for a rate comparable to the
rates prevailing in the market for similar bonds. The aggregate principal
amount of any such bonds outstanding at any one time shall not exceed
$1,250,000,000.
(b) The principal of, premiums, if any, and interest on such bonds shall

be payable solely from the administrator's net proceeds as hereinafter defined.
"Net proceeds" shall mean for the purposes of this section the remainder
of the administrator's gross receipts from all sources after first deducting the
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costs listed in section 11(b) (2) through 11(b) (7) and 11(b) (11), and shall
include reserve or other funds created from such receipts.
(c) The Secretary of the Treasury shall purchase forthwith any bonds

issued by the administrator under this Act and for that purpose is authorized
to use as a public debt transaction the proceeds from the sale of any securi-
ties issued under the Second Liberty Bond Act, as now or hereafter in force,
and the purpose for which securities may be issued under the Second Liberty
Bond Act, as now or hereafter in force, are extended to include any pur-chases of the bonds issued by the administrator under this Act. The Secretary
of the Treasury may, at any time, sell any of the bonds acquired by him
under this Act. All redemptions, purchases, and sales by the Secretary of
the Treasury of such bonds shall be treated as public debt transactions of the
United States.

SECTION BY SECTION ANALYSIS OF THE FEDERAL COLUMBIA RIVER TRANSMISSION
SYSTEM ACT

Sec. 1. The short title is the "Federal Columbia Transmission System Act."
Sec. 2. The general purposes of the Act are set forth. The current authority

of the Secretary of the Interior regarding the Federal Columbia River Power
System is not affected by the Act unless specifically provided. The general
intent of the Act is to provide for the use of revenues ad revenue bond
financing as a substitute for the appropriations presently used to finance
the operation, maintenance and continued construction of the Federal trans-
mission system in the Pacific Northwest. The provisions of the Bonneville
Project Act, the Flood Control Act of 1944 and the Reclamation Project Act
of 1939 giving preference and priority to public bodies and cooperatives for
power produced by Federal projects is not affected by the Act. The powers
and duties designated to the administrator under the Act are made subject
to the supervision and direction of the Secretary of Interior.

Sec. 3. The definition of "Pacific Northwest" encompasses the boundaries of
the region which have priority on hydroelectric generation from the Federal
Columbia River Power System pursuant to Public Law 88-552. This definition
is important in defining the areas in which the Bonneville Power Adminis-
tration may use revenue financing to construct transmission facilities.
Sec. 4. The Secretary of Interior, acting by and through the administrator,

is authorized to construct additions to the Federal transmission in the Pacific
Northwest for four specific purposes. These are (1) the transmission of the
output from new Federal or non-Federal generating units, (2) for additional
service to Bonneville's customers, (3) for inter-regional transmission facilities,
and (4) maintain electrical stability and reliability on the Federal system.

Sec. 5. Unless specifically authorized by Act of Congress, including appro-
priations acts, the administrator has no authority under the Act to condemn
non-Federal transmission facilities and his authority to construct duplicating
facilities is specifically limited. The administrator is obligated to enter into good
faith negotiations with any utility which proposes to provide facilities in lieu
of Federal construction on a time, facility and cost equivalency. This section
aLso provides that a utility which contests Federal construction of new trans-
mission facilities will be given adequate notice of Bonneville's intent to con-
struct and time to bring legal action to challenge such construction in the
Federal District Court of Oregon. Specific time periods are allowed so that
there will be no cloud upon any bonds which Bonneville issues to finance a
contested transmission facility.

Sec. 6. This section provides that any capacity in the Federal transmission
system excess to the needs of the Government will be made available to all
utilities on a fair and nondiscriminatory basis. It is anticipated that firm
long term contracts for the transmission of non-Federal power will be executed
by the administrator in the same manner as has been previously the case.
Sec. 7. This section gives the administrator the right to enter into such real

and personal property transactions as are necessary to carry out his re-
sponsibilities under this and the Bonneville Project Act. No change is antici-
pated in current procurement and property transactions of the administrator.
Sec. 8. This section designates the administrator as the marketing agent

for all Federal hydroelectric projects constructed, under construction, or
authorized in the Pacific Northwest excepting the Bureau of Reclamation's
Green Springs Project in Southern Oregon currently under long term con-
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tractual arrangements with Pacific Power & Light Company. The adminis-

trator is presently designated as marketing agent of excess power from

most federal projects by Secretarial Order which could be withdrawn at

any time. Since Bonneville revenues will be used to secure bonds issued to
finance future construction it is important that this marketing authority be

designated by statute.
Sec. 9. This section restates the standards for Bonneville's wholesale power

rates which are provided in existing law, applies these standards to the rates

for the transmission of non-Federal power, and adds the requirements to pro-

vide revenue sufficient to pay debt service on revenue bonds issued. All rates

are made subject to the approval of the Federal Power Commission.

Sec. 10. This section allows the administrator to establish uniform rates

throughout the region or throughout prescribed transmission areas. It also

places an obligation to equitably allocate transmission system costs between

Federal and non-Federal utilization.
Sec. 11. This section establishes the Bonneville Power Administration Fund

which will be the depository of all funds which are received in Bonneville.

The administrator is authorized to make expenditures from the Fund for any

purpose which is necessary under this Act, the Bonneville Project Act, or

any legally incurred expenses. Specific categories of expenditure are out-

lined to make clear the extent of this authority. The Fund will also include

trust funds deposited by non-Federal agencies to pay the cost of power pur-

chased or facilities contstructed on behalf of such agencies by the admin-

istrator. The variety, size and quantity of trust fund transactions entered

into by the administrator are expected to increase substantially in the

future.
Bonneville is subject to the budget and audit provisions of the Government

Corporation Control Act. This would require the administrator to submit a

budget through the Department of the Interior to the OMB for review and then

to the congressional appropriations committees which currently review Bo
nne-

ville's appropriation requests. This method would allow for the same kind of

review that BPA appropriations currently undergo. Specific reference is m
ade

to 31 U.S.C. 850 and its relationship to several sections of the Bonneville

Project Act. There is no intent in this section to change the interpretation

which Bonneville and the General Accounting Office have made of these sections

and their relationship to current legal requirements upon Bonneville.

Sec. 12. This section allows Bonneville to request investment of surplus

funds by the Secretary of the Treasury in direct, general obligations of, or

obligations guaranteed as to both principal and interest by the United States.

With the approval of the Secretary of the Treasury he may deposit moneys

from the Fund in any Federal Reserve bank or other United States depository
.

Sec. 13. The administrator is authorized 11o. issue and sell bonds to the

Secretary of the Treasury to finance construction of the transmission system.

The maximum amount outstanding at any time is limited to $1.25 billion.

Debt service on the bonds is payable from Bonneville's net proceeds. Net

proceeds are the amounts remaining in the Bonneville Fund after paying

Bonneville's O&M •and other related costs. The administrator is prohibited

from making a payment from the net proceeds to the Reclamation fund or

the miscellaneous receipts of the Treasury until he has met such of the

currently due debt service on the revenue bonds.
The bonds sold to the Secretary of the Treasury will be in the form, of

the maturities and subject to the terms and conditions prescribed by the

Secretary of the Treasury, taking into account the terms and conditions pre-

vailing in the market for similar bonds, the useful life of the facilities for

which the bonds are issued, and the financing practices of the utility industry.

The interest rate on the bonds will be determined by the Secretary of the

Treasury so as to provide an interest rate comparable to that for bonds of

a similar quality.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., June 5, 1974.

Hon. JAMES A. HALEY,
Chairman, Committee on Interior and Insular Affairs,
House of Representatives.

DEAR Mn. CHAIRMAN: This refers to H.R. 14168, 93d Congress, a bill referred

to your Committee which if enacted would be cited as the "Federal Columbia

River Transmission System Act."



Because one aspect of the bill bears upon the duties of this Office, we offer, as
agreed with your staff, the following suggestions for the Committee's considera-
tion.

Section 11 of the bill would establish a "Bonneville Power Administration
Fund" in the Treasury, referred to as the "fund." Section 11(c), after setting
forth certain restrictions on the use of moneys by the Administrator, Bonneville
Power Administration, provides that the Administrator shall be subject to the
provisions of the Governmenti Corporation Control Act (31 U.S.C. 841 et seq.)
"in the same manner as they are applied to the wholly owned Government corpo-
rations named in section 101 of such Act (31 U.S.C. 846) * * *" (with exceptions
not here relevant). Section 105 of the Government Corporation Control Act re-
quires among other things, that this Office make annual audits of the corpora-
tions subject to the act, and report thereon to the Congress.
We recommend that, to allow flexibility to the General Accounting Office in the

use of its available manpower resources to the maximum advantage, the bill be
amended by adding the following sentence to section 11(c) :
"Notwithstanding the provisions of sections 105 and 106 of the Government

Corporation Control Act, the financial transactions of the Administrator shall
be audited by the Comptroller General at such times and to such extent as he
deems necessary and reports of the results of each such audit made to the Con-
gress within six and one-half months following the end of the fiscal year covered
by the audit."
On page 8 at line 17, the reference to "16 U.S.C. 831" should be to "16 U.S.C.

832."
Sincerely yours,

R. F. KEILLER,
Deputy Comptroller General of the United States.

Mr. JOHNSON. I might say, H.R. 14168 was coauthored by myself
and most other members from the Pacific Northwest who are on the
full committee. The draft bill was taken from the executive com-
munication from the Secretary of the Interior. This is the bill that
we are placing into the record and on which we will receive testi-
mony.
I would hope that the witnesses today would try to confine their

remarks to somewheres in the neighborhood of 5 minutes. We will
take for the record their complete statements and any other pertinent
information that they would like to leave with us for the record.
Thereafter we will expect them to stand for questions from the
members of the committee.
If they will cooperate with us, we will move this hearing along.

I understand you had a full and complete hearing in the Senate,
and a very fine record was made over there during a period of about
7 hours or so. We hope we will have a shorter time than that here.
I might say at the present time that the Senate will probably act

first on this particular matter, moving their bill over to us. We
would probably take their bill and work from it when we get into
the markup sessions of the Subcommittee.
Mr. DELLENBACK. Would the Chair yield?
Mr. JoHNsoN. The gentleman from Oregon.
Mr. DELLENBACK. We certainly don't want to shorten, to short-

change the witnesses' time. And if they feel we ought to break the
Senate's record today by stretching our hearing out instead of con-
densing our hearing into an hour or so, we could go on deep into
the day or the evening.
Mr. JOHNSON. Well, from what I learned recently, there is not

too much opposition to the whole bill. It would probably shorten up
the whole process in the House if we moved expeditiously.
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Mr. DELLENBACK. We just don't want them to go away feeling they
didn't get full benefit of the House.
Mr. JOHNSON. No, but we spent a very pleasant evening with the

people, who are going to testify here, and the Congressmen from
the Northwest, last evening. So we already have a great deal of
pertinent information that was given to us last evening. So we are
much better informed on what we are going to be confronted with
than we would otherwise be.
We will not restrict the time of the departmental witnesses, how-

ever. We expect them, the departmental witnesses, to give us a full
tind complete statement so that we will have that to work from in
the record.
We don't want to shorten anyone else that has real pertinent in-

formation. Feel free to take a long 5 minutes if you see fit.
I would now recognize the gentleman from Washington, Mr.

Meeds, for any statement he would like to make.
Mr. MEEDS. Mr. Chairman, I thank the chairman for yielding and

I would just say at the outset that we are delighted to have this
group from the Northwest and from the West here to hear their
testimony. I am sure that testimony will establish beyond cavil the
need for this legislation.
I have talked with some of the individuals and the administration

witnesses previously and it seems very clear to me that there is a,
great need for this legislation, and I would like to express the appre-
ciation of all of the members to the chairman for the expeditious
way in which he has scheduled it. I am certain that we do not need
to duplicate the Senate's record, where filibuster is the regular course
of action. I am sure we can shorten up the hearing time and gain
all of the information we need for the passage of this legislation.
Mr. JOHNSON. I now recognize the gentleman from Oregon.
Mr. DELLENBACK. Thanks, Mr. Chairman. I won't take any of

our hearing time this morning other than to indicate that we, in the
State of Oregon, consider this to be very important legislation. I
am pleased that the chairman of the subcommittee has agreed to
be the principal sponsor on the legislation. As you indicated earlier,
those of us from the Northwest very, very enthusiastically have
joined in supporting this, including both my colleague from the
State of Washington, Mr. Meeds, and myself. And I might say all
the other three members of the Oregon delegation also join in that.
We think this is a needed piece of legislation. We are interested

in what the witnesses will have to say about it so we can make the
analysis as to whether there ought to be modifications in it, but
certainly the need is present and we think it is of major importance.
Mr. JOHNSON. The gentleman from California, Mr. Clausen, who

is very close to the Pacific Northwest.
Mr. CLAUSEN. Well, in keeping with the tone you have set, my

eyes are open, my ears are open, and my mouth will be shut as we
proceed through the meeting.
Mr. JOHNSON. Thank you.
I do have a statement from one of the coauthors, Congressman

Towell of Nevada, and I would ask unanimous consent that his
statement appear in the record at this point.



Do I hear objections?
Hearing none, so ordered.
[The statement of Congressman David Towell follows:]

STATEMENT OF HON. DAVID T'WELL, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEVADA

As a co-sponsor of H.R. 14168, the legislation before the Subcommittee
today, I wanted to briefly comment on the reason why I believe that this is
a sound and constructive proposal which deserves our consideration.

Clearly, the main purpose of H.R. 14168 is to make the Federal Columbia
River Power System pay for itself, through the use of revenues of the System
and the proceeds of revenue bonds. I believe that few of us would object to
allowing a federally funded project, once it was permanently established on
a sound basis, to shift to a more financially independent position.
As you know, the Columbia River Power System, under the direction of

the Bonneville Power Administration, has been developed through federal
commitment to the development of hydroelectric power in the Pacific North-
west area has been exercised for the past sixty years with impressive results.
Furthermore, there have been substantial efforts to co-ordinate the use of
federal and non-federal facilities in the region in order to provide needed
services to the customers of Oregon, Washington, Idaho, Montana, and por-
tions of Nevada, Utah and Wyoming.

Apparently, the Pacific Northwest Hydro-thermal Power Program, the
joint federal and non-federal venture, has reached the stage of develop-
ment where continued reliance on the congressional appropriations process
would place undue stress on the financial requirements of the Bonneville
Power Administration. It is totally understandable that the construction
schedules and financial commitments of the Administration are greatly
affected by the annual appropriations which must be approved by Congress.
Frankly, I believe that the "pay as you go" approach which is proposed

by this bill for the Bonneville Administration deserves congressional con-
sideration and study by this Subcommittee. With the increasing demands on
the federal budget •to fulfill varied national priorities, I feel we should
welcome all opportunities to lessen federal funding commitments to projects,
such as the Federal Columbia River Power System, which exhibit the poten-
tial of becoming financially independent. Consequently, I joined in co-sponsor-
ing this bill and urge my colleagues on this Subcommittee to carefully review
the measure.

Mr. JOHNSON. I also want to reserve space for any statements that
any of the coauthors, or the U.S. Senators, who are involved in
this particular piece of legislation, want to submit.
[The statement of Mrs. Julia Butler Hansen, follows:]

STATEMENT OF HON. JULIA BUTLER HANSEN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WASHINGTON

Mr. Chairman: I am pleased to submit this statement to your committee
in support of H.R. 14168.
The Bonneville Power Administration is a very important element in the

economy of the Pacific Northwest. Publicly and privately-owned utilities, and
large direct service industries are presently dependent on BPA for all or a
large part of their power supply and on the vast Federal transmission net-
work which delivers both Federal and non-Federal power over a 300,000
square mile area. Since we are approaching the time when Federal Hydro will
no longer be able to meet the electric energy load growth of preference cus-
tomers and the local utilities will be developing their own thermal energy
supply, the BPA transmission system becomes more and more important.
The legislation before this Committee will put BPA on a more business-like

basis in constructing necessary transmission facilities. Electric power trans-
mission in the Pacific Northwest by the Federal Government became a
necessity because the Federal Government was the only entity which could
develop the great multi-purpose hydro projects in the Columbia River Basin.
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There are only a few great river basins in the world—much less the North

American continent—where such hydroelectric developments can and have been

built. Because of their multi-purpose aspects they are properly built by the

Federal Government so that all non-power purposes (navigation, irrigation,

flood control, recreation, munticipal and industrial water, etc.) can be in-

corporated into the projects.
To continue this great and cooperative effort in the Pacific Northwest, after

long study and negotiations, it is evident that BPA should continue to be the
major transmission agency. However, with that responsibility, it becomes
necessary for BPA to have the ability, as a partner in a regional program, to be
able to perform on a timely basis. This is imperative so that the local agencies
who are building the generation can be assured that the power will be de-
livered to the multitude of participants who are contributing to the cost of
building the required thermal powerplants.
As Chairman of a Congressional Appropriations Subcommittee, I well know

how difficult it is to make budget judgments and assign priorities to appro-
priated funds among competing public needs. This is the big reason I support
H.R. 14168 so that BPA can use its revenues and raise money by issuing
revenue bonds to assure timely construction of transmission facilities. The
bill has broad regional support and represents the thinking of a lot of hard
working people who have spent a lot of time and effort to reach agreement
on the proposal. I respectfully urge your favorable support so that the bill
will be enacted into law.

Mr. JOHNSON. We are now ready to receive our first witnesses, this
morning. We have Mr. C. King Mallory, Acting Assistant Secretary,
Energy and Minerals, U.S. Department of the Interior and Mr.
Donald Paul Hodel, Administrator, Bonneville Power Administra-
tion, U.S. Department of the Interior. If you people would come
forward and bring any of the other experts that you have with you
as back-up capability, we can proceed.
I want to say that we are very glad to have this opportunity to

hear you in connection with this bill. We are very thankful. We
have had a good relationship with the Bonneville area. Its intertie
to California has helped us greatly in the energy crisis we have
experienced. The more we can perfect that transmission system,
the better I will like it and I am sure all of the people in the
Western part of the United States will like it. We are going to
have to tie ourselves together, develop the resources we have, and
move power to load centers quickly and efficiently and at the lowest
possible cost, and yet have reliable service.
Mr. Mallory, you may proceed.

STATEMENT OF HON. C. KING MALLORY, ACTING ASSISTANT
SECRETARY, ENERGY AND MINERALS, U.S. DEPARTMENT OF
THE INTERIOR, ACCOMPANIED BY DONALD PAUL HODEL, AD-
MINISTRATOR, BONNEVILLE POWER ADMINISTRATION, U.S.
DEPARTMENT OF THE INTERIOR; BERNARD GOLDHAMMER,
ASSISTANT ADMINISTRATOR, POWER MANAGEMENT; JEROME
KATZIN, FINANCIAL CONSULTANT; ROBERT RATCLIFF, RE-
GIONAL SOLICITOR; DOUGLAS HANSEN, ASSISTANT ADMINIS-

STRATIVE MANAGER; AND WILLIAM CLAGETT, ASSISTANT

ADMINISTRATOR, WASHINGTON, D.C.

Mr. MALLORY. Thank you very much, Mr. Chairman. What I would
like to do with your permission is first ask Mr. Hodel to introduce



the people from his staff who are with him here and then very
briefly summarize my statement and ask Mr. Hodel to carry the ball
as the administration's witness.
Mr. HODEL. Mr. Chairman, I have with me Mr. Bernard Gold-

hammer, the Assistant Administrator for Power Management at
Bonneville and also behind Mr. Goldhammer is Jerome Katzin, who
is our consultant from the firm Kuhn, Loeb & Co., which firm has
been retained by Bonneville as financial consultants since 1967.
Next to him is Mr. Robert Rateliff, Regional Solicitor for the De-
partment of Interior in the Pacific Northwest. Also with me is
Mr. Douglas Hansen, Assistant Administrative Manager, and Mr.
William Clagett, our Washington, D.C. Assistant Administrator.
Mr. JOHNSON. Very glad to have you with us.
Your statement, Mr. Mallory, will be placed in the record as if

read in full and you may summarize it.
[The statement of C. King Mallory in full follows:]

STATEMENT OF C. KING MALLORY, ACTING ASSISTANT SECRETARY, ENERGY AND
MINERALS, U.S. DEPARTMENT OF THE INTERIOR

Mr. Chairman and Members of the Committee: As the Deputy Assistant
Secretary—Energy and Minerals, I am the Department of the Interior official
to whom the Administrator of the Bonneville Power Administration reports in
the formal chain of command. I have worked closely with the Bonneville
Administrator and his associates in the formulation of a self-financing mecha-
nism for BPA. Such a plan has been formulated and is embraced in the pro-
posed legislation before you today. I can report to you that the proposed
legislation has the enthusiastic support of the Department of the Interior and
the Administration.
BPA Administrator Don Hodel will describe in detail for you the precise

terms of the proposed Federal Columbia River Transmission System Act, how
it will affect BPA's mission, and the impact which such legislation is expected
to have on the overall power program of the Pacific Northwest. He and his
associates are prepared to spell out the specifics of the bill and to answer
any questions you may have. I would like to set the stage for Mr. Hodel's
presentation.
The entire Federal Columbia River Power System (FCRPS), which consists

of hydroelectric dams built and operated by the Army Corps of Engineers and
the Bureau of Reclamation in the Pacific Northwest and BPA's high voltage
regionwide transmission network, operates on a self-liquidating basis. BPA
is the wholesale power marketing agency for the FCRPS. From BPA's rev-
enues there is repaid to the Federal Treasury all of the Government's costs
of the FCRPS including timely recovery of the Federal investment in North-
west power facilities plus interest. Complete cost recovery has been an over-
riding principle of the Federal power program in the Pacific Northwest and
it will continue to be an inviolate rule of conduct after enactment of the
proposed Federal Columbia River Transmission System Act. This legislation
will enable BPA to function and operate on the basis of its own ecnomic
viability.

Stripped down to its bare essentials, the proposed legislation will permit
BPA to plan, design, build, and operate Its transmission system and to perform
its critical power marketing functions without being totally dependent upon
the traditional appropriation process as in the past. Presently, all of BPA's
cash receipts are deposited into the General Fund of the Treasury. And each
year, BPA, the Army Corps of Engineers and the Bureau of Reclamation
must obtain congressional appropriations to carry on their respective portions
of the Federal Columbia River Power System's operations—BPA building
transmission facilities and marketing power and the Corps and Bureau build-
ing and operating hydro power generating projects.
The proposed bill will not alter any of the financial procedures with respect

to the Corps and the Bureau. The construction and operation of the hydro
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power facilities of the Corps and the Bureau will continue to be finan
ced

through the congressional appropriations process as at present.

The legislation will grant BPA the authority to issue revenue bonds and

to use the proceeds from those revenue bonds to finance capital requi
rements

of its transmission system. Additionally, BPA will be granted autho
rity to

use its revenues directly to finance capital requirements and its day-to-day

operations.
As in the past, BPA's revenues will continue to be used to repay to the

Treasury the entire Federal investment in the Federal Columbia River Power

System. And BPA's revenues will also be used to pay the principal and in-

terest on any revenue bonds it issues and to pay its operation and maintenance

expenses. As always, BPA's wholesale power rates and its charges for

wheeling will continue to be set at whatever levels are necessary to recover

all of the costs of the FCRPS from its ratepayers.
The Federal Columbia River Power System is an enormously successful

enterprise. It has helped transform the Pacific Northwest into a prosperous

and economically self-reliant region. It has served to develop the extraordinary

hydroelectric potential of the area and, as a result, it has contributed signifi-

cantly to the national objective of energy self-sufficiency. During the past

6 months alone, the equivalent of approximately 10 million barrels of scarce

low-sulphur oil has been exported from the Pacific Northwest to the Pacific

Southwest in the form of surplus hydro power to displace fuel at thermal

powerplants in California.
Throughout the Nation it is becoming progressively more difficult for electric

utilities to secure adequate financing to provide the necessary capital funding

to meet America's growing energy demands. Investors are becoming increas-

ingly cautious and require the highest levels of assurance that the enormously

expensive facilities made possible by their investments will not founder for

want of an essential ingredient such as transmission. Projections by financial

experts indicate that attempts to satisfy the industry's future demands for

capital will continue to be circumscribed by stringent standards. Thus there

is some urgency attached to the problem, especially so in, light of the essential

nature of electricity to the social well-being of the American people.
The proposed Federal Columbia River Transmission System Act is an im-

portant step in attempting to alleviate this problem for the Pacific Northwest.

With enactment of this self-financing legislation for BPA, an unusually broad

and diversified financial base will be established for the capital needs for the

Northwest's power facilities. An important leg will be added to the region's

capital resources base for power facilities.
The region's private utilities will continue reliance on their traditional

sources of capital—retained earnings and the proceeds from utility corpora-

tion bonds and other securities—to finance construction of thermal powerplants

and subtransmission and distribution lines. These securities have been par-

ticularly appealing, although by no means exclusively so, to tax exempt insti-

tutions such as state and local governments, foundations, pension trust funds,

and profit sharing trust funds. This is the first leg.
The region's public-energy utilities will continue to rely on their traditional

sources of capital—net revenues from operations and the proceeds of municipal

corporation bonds—to finance their share of thermal powerplants and distri-

bution lines. These tax exempt bonds appeal particularly to taxable corpora-

tions and to individuals, to banks and other financial institutions. The region's
cooperatively owned utilities will continue to use their net revenues and to

obtain Federal loans from the Rural Electrification Administration. These

public agency and cooperative sources of funds represent the second leg.
Additional authorized Federal hydro generation facilities to be constructed

and operated by the Army Corps of Engineers and the Bureau of Reclamation

will continue to be funded through the traditional congressional appropriations
process. As in the past, reimbursable funds will be appropriated from the
General Fund of the Treasury. This is the third leg.

Finally, the construction of BPA transmission facilities, if the proposed self-
financing legislation is enacted, will be funded either directly from BPA
revenues or from BPA revenue bonds, and BPA's power marketing operations
will be funded exclusively from BPA revenues. BPA revenue bonds will bear

39-196 0 - 74 - 3
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interest rates that are more nearly in line with those borne by comparable
bonds in the open market. They will be sold to the Federal Treasury which,
presumably, will either invest surplus funds or acquire additional funds from
the traditional purchasers of the U.S. Government securities—Government
trust fund accounts, the Federal Reserve, financial institutions, and individ-
uals. Use of BPA revenues and revenue bond financing would be the fourth
leg contributing to the diversification of the region's capital resources base.
Enactment of self-financing for BPA will give the Pacific Northwest balanced

access to the Nation's diffused primary capital markets. With satisfaction of
essential energy demands ranked high on the list of national priorities and
with the future supply of capital uncertain, it is fitting that this kind of
financial diversification be established. Self-financing for BPA will provide
the Northwest with additional security from the pitfalls of an overreliance
on one or a few primary sources of capital to finance power facilities.
In conclusion, Mr. Chairman and members of the Committee, we believe

that enactment of the proposed Federal Columbia River Transmission System
Act will be a step forward toward regionnil self-stfficiency and self-determina-
tion. The 108 investor-owned and publicly owned utilities that participate with
the Bonneville Power Administration in the Northwest's joint Hydro-Thermal
Power Program and BPA's direct-service industrial customers speak with one
voice in ethtorsing this legislation. With that kind of unified regional support
and with the importance of assuring an adequate future power supply for the
region, the Department of the Interior urges enactment of this landmark

Thank you for your attention.

Mr. MALLORY. Well, listening to your words of advice, Mr. Chair-
man, I am going to be very brief and just report to you in the way of
summary that the proposed legislation is enthusiastically supported
by both the Department and the administration. My statement is
only four pages long. I think I will leave it at that and ask Mr.
Hodel to present a summary of his statement.
Mr. JOHNSON. Mr. Hodel, I think you should give us the benefit

of your full statement.
Mr. HODEL. Thank you, Mr. Chairman. I have submitted a lengthy

statement covering the bill and the background of the bill in detail
for the record. There are a number of items, however, which I think
with your permission I would like to summarize.
Mr. JOHNSON. Fine. Your statement in full will be inserted in the

record.
[The statement of Donald Paul Hodel in full follows:]

STATEMENT OF DONALD PAUL HODEL, ADMINISTRATOR, BONNEVILLE POWER
ADMINISTRATION

Mr. Chairman and Members of the Committee: Although I was appointed
Deputy Administrator of the Bonneville Power Administration in the fall of
1969 and Administrator a year-and-a-half ago, this is the first time I have
had the privilege of appearing before this Committee in either of those
capacities. I am pleased to have this opportunity to describe the BPA pro-
gram for you, to tell you about the proposed Federal Columbia River Trans-
mission System Act, an important piece of legislation we hope the Congress
will enact, and to answer your questions.
The two bills introduced in the Senate and in the House of Representa-

tives—S. 3362 and H.R. 14168, respectively—are identical in every respect.
The proposed legislation is called the Federal Columbia River Transmis-

sion System Act. If enacted it will permit the construction of BPA trans-
mission facilities and the performance of BPA's power marketing functions
to be funded directly out of BPA revenues and from the proceeds of revenue
bonds rather than through the traditional congressional appropriations
process as at present. Before I describe the proposed BPA self-financing leg-

or
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islation and why I believe there are compelling reasons for its enactment, I
would like briefly to give you some background about BPA, how it is presently
funded, the stringent repayment requirements under which it operates and
under which it will continue to operate, and the role it plays in the Pacific
Northwest regional power system.

BACKGROUND

The Pacific Northwest has one-third of the total water power potential of the
United States, more than any other region. Because of the Federal Govern-
ment's historic interest in water resources and because the Nation was strug-
gling to recover form the most devastating depression in its history, an
effort was launched in the mid-1930's to secure for America some of the extra-
ordinary benefits available from the comprehensive development of the water
resources of the Columbia Basin.
The Bonneville Power Administration •was established in 1937 first as the

wholesale power marketing agency for electricity generated at Bonneville
Dam and subsequently as the power marketing agency for other Federal
hydroelectric projects in the Basin. These dams, built and operated by the
Bureau of Reclamation and the Army Corps of Engineers, together with
BPA's transmission system, comprise the Federal Columbia River Power
System.
Today the System consists of 27 multipurpose Federal dams with a peaking

capacity of almost 13 million kilowatts, and with over 12,000 circuit miles of
high-voltage transmission lines. The System supplies about 50 percent of the
electric energy consumed in the Pacific Northwest, and it accounts for about
80 percent of the region's high-voltage transmission capacity because BPA
also transmits a major portion of power from non-Federal projects in the
region to various private and public utilities in the Northwest. The BPA
power network is the largest high-voltage transmission system in the Free
World.
BPA also acquires power generated by non-Federal utilities by purchase

and exchange to blend with Federal hydro power. The integrated product
is sold to 149 BPA customers—publicly owned utilities, cooperatives, privately
owned utilities, other Federal agencies, and electro-process industries, prin-
cipally aluminum reduction plants that account for one-third of America's
primary aluminum production capacity. Some of BPA's utility customers have
generation of their own in addition to the power they buy from BPA, but 91
of them that are either publicly or cooperatively owned depend upon BPA
as their sole source of power supply.

SELF-LIQUIDATION

The Federal Columbia River Power System and the people of the Pacific
Northwest are proud that the System has always been and will continue to
be self-liquidating. The System pays its own way.
BPA is required by law to set its wholesale power rates so as to recover

all of the costs to the Federal Government of generating, purchasing, and
transmitting electric energy in the region. Specifically, the costs which must

be recovered by BPA revenues and returned to the Treasury include (1) ex-

penses of operating and maintaining Federal power generation and tran-§-
mission facilities, (2) costs of acquiring power by purchase or exchange, (3)
interest on the unamortized portion of the Federal investment in power
facilities, (4) repayment of the capital investment in Federal power facilities,

and (5) repayment of irrigation construction costs at Federal reclamation

projects that are beyond the ability of irrigators to repay and that have

been assigned for recovery from power revenues. These same repayment re-
quirements will continue in force whether or not the proposed Federal
Columbia River Transmission System Act is enacted. Payout of the System

Is on schedule provided BPA's proposed rate increase, the second in its
history, is approved later this year by the Federal Power Commission.

REVENUES AND RATES

By June 30, 1974, BPA cumulative revenues are expected to reach approxi-

mately $2-2% billion. BPA revenues for the fiscal year beginning July 1,



1974, are estimated to exceed $200 million based on the existing wholesale
power rate level. However, to insure that BPA revenues continue to be
adequate to meet all of the repayment requirements as required by law, we
will soon submit a proposed 25 to 30 percent rate increase to the Federal
Power Commission for approval to go into effect on December 20, 1974.

THE APPROPRIATIONS PROCESS

Inspection of BPA's financial records over the years shows strict compliance
with the requirements of law that the Federal Columbia River Power System
be self-liquidating. But being self-liquidating is one thing and being self-
sufficient is quite another. Unlike an enterprise which is self-sufficient, BPA
must prepare and submit an annual budget request for appropriations through
the traditional Government appropriations process—first to the Department
of the Interior, then to the Office of Management and Budget, •and finally to
the Congress. The Corps of Engineers and the Bureau of Reclamation must
do the same thing. Except for exchanges, power purchases through net billing,
and trust account transactions, the FCRPS depends upon congressional appro-
priations for virtually every aspect of its operations from capital investments
to day-to-day operating and maintenance functions.
This appropriations procedure is desirable and proper for most Federal

agencies, those that perform conventional governmental functions. But for
a commercial enterprise which is required to operate on the basis of sound
business practices, which has revenues as well as expenditures, which is
obliged to charge rates so that it stands on its own two feet without sub-
sidization, and which must plan, construct and operate in close harmony
with non-Federal entities, the traditional appropriations process can be
inappropriate.

THE PROBLEM

The Federal power program in the Pacific Northwest is involved in a
very complicated but exceedingly efficient coordination program for opera-
tions of the regional power system and in an equally efficient joint Hydro-
Thermal Power Program for construction of new generation and transmission.
The programs call on all participants to exert high levels of interutility coopera-
tion. Everyone depends on everyone else. The problem is that while on the
one hand the Federal Government is a vital partner in a complex inter-
dependent regional power program, on the other hand the Federal com-
ponent of that regional power program is but one of many meritorious Gov-
ernment programs competing for limited Federal appropriations. Notwith-
standing BPA's self-liquidating nature, it must stand in line along with other
Government agencies to obtain its allotted share of the annual budget
appropriations.
The Government has just so many General Fund dollars to go around. It

is always a difficult problem to decide how limited funds should be divided
among worthy competing programs. Sometimes, as a result of this process,
the BPA transmission construction program is forced to cut back below
funding levels that sound business management would deem prudent.
When cut are made, as unfortunately they sometimes have been, two

things happen: First, transmission reliability standards are not met and
parts or all of the region are subjected to increased risks of power failures;
in otherwords, transmission capacity sometimes falls behind generation
capacity and power demands.

Second, by deferring construction of proposed transmission system addi-
tions and stretching out construction work programmed in prior years,
overall costs run significantly higher than they otherwise would. While de-
laying expenditures helps overcome budget difficulties for a particular year,
general price inflation, contract change orders, penalty payments, escalation
of construction costs, and less-than-optimum construction scheduling means
that in the long run costs are almost invariably higher than necessary. That's
bad enough. What is worse is that power system reliability is sacrificed and
the risk of power failures increased. And to make matters still worse, the
non-Federal partners in the region's Hydro-Thermal Power Program begin
to question the determination and ability of the Federal Government to
fulfill its role in that Program.
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tt.

Cutting back bn budget requests may sometimes be good. But sometimes it
is unambiguoiisly bad. And it can be particularly disruptive to an efficient

on-going business operation such as BPA which depends on others to perform

their assigned functions and upon whom others depend to perform its

functions.
The Congress has almost always looked with favor upon the Federal power

program in the Pacific Northwest. The region is grateful for the cooperation

it has received in this regard. In the past, the traditional appropriations

process has not been so troublesome as to warrant major revision in pro-

cedures. But in changing from a virtually all-hydro system dominated by the

Federal Government to a mixed-thermal system in which non-Federal in-

vestments will dominate and where the highest level of cooperation between

all participants is required, much greater assurance must be given that

bulk transmission will be available when scheduled. Investors will need' to
know that firm arrangements for wheeling power will be available when

expensive new thermal powerplants become' operational. It is BPA's job to

provide that transmission.

DESCRIPTION OF THE SELF-FINANCING BILL

The proposed Federal Columbia River Transmission System Act is designed

to achieve a relatively narrow objective. It is not intended to disturb the

existing rights, obligations and procedures regarding the marketing and man-

agement of the Federal power supply in the Pacific Northwest as thos
e

rights, obligations and procedures are spelled out in the Bonneville Projec
t

Act, the Northwest regional preference legislation, and other Federal market
-

ing acts, except as expressly set forth. The provisions of the bill do not

prohibit application of the appropriation process in the future but minim
ize

the need for appropriations by granting to BPA access to its revenues
 to

meet its operation and maintenance expense and to finance the futur
e con-

struction of the Federal transmission system.
The bill provides that a Fund will be created into which will be depo

sited

all existing appropriations and other revenues to which PBA ma
y be cur-

rently entitled, together with future BPA revenues. A provision is ma
de for

the acquisition of additional moneys through the issuance of re
venue bonds

to the Secretary of the Treasury.
In the absence of further congressional direction, the activities fo

r which

expenditures from the Fund may be made are limited to those
 specified in

the bill. The construction of transmission facilities financed through the

Fund is limited to facilities within "the Pacific Northwest." In de
fining the

Pacific Northwest, the bill borrowed the definition of the area 
referred to

in Public Law 88-852 (the Northwest regional preference ac
t). It is within

this area that the customers of BPA having preference and
 priority to

federally-generated hydroelectric energy are located.
It is not the intent of BPA to encourage indiscriminate exerc

ise of the

authority to finance the construction of transmission facilities within the

Pacific Northwest where satisfactory wheeling arrangements are
 existing or

may be available. For example, BPA customers in Southern Idaho are

presently being served through long-term wheeling arrangements
 with the Idaho

Power Company and Utah Power & Light Company on terms sa
tisfactory to

BPA. There is no intention to exercise the authority confer
red by the bill.

to construct transmission facilities which would replace the
 facilities pro-

vided by these companies pursuant to those arrrangemen
ts so long as the

agreed service is provided by the companies pursuant to such 
arrangements.

In the administration of the funds earned by BPA, the bill 
preserves the

active participation of the Congress and the Administration
. The annual bud-

gets of BPA are to be submitted to the Department of the 
Interior, the Office

of Management and Budget and the Appropriations Commi
ttees of Congress

pursuant to the Government Corporation Control Act. H
owever, it is the

intent of the bill that once a transmission facility has been 
included in an

annual budget and has cleared this review process BPA will
 be in position

to do these things necessary to complete the constructio
n of such facility

in a timely and business-like manner even though the f
inancing and com-

pletion of construction of such facility may extend over a peri
od of several

years. This concept is at the very heart of the bill so as
 to assure to the
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region that needed transmission will, in fact, be available on a schedule
which will coincide with the schedules for completion of the hydro and
thermal generation required to meet regional loads.
With specific reference to the issuance of bonds to the Secretary of the

Treasury, several provisions require special note and comment. The Secre-
tary of the Treasury is required to purchase the bonds immediately upon
tender to assure to BPA the availability, without delay, of those funds neces-
sary to provide the facilites upon which the Government and the non-Federal
utilities of the region are dependent. The terms and conditions of the bonds,
including the interest rate, are determined by the Secretary of the Treasury
on the basis of comparability with the practices prevailing in the open
market for sale of prime utility bonds. The refunding provisions to be in-
cluded in the bonds are determined by the Administrator.
The designation of the Administrator as the marketing agent for all but

one of the existing and authorized Federal hydroelectric projects in the
Pacific Northwest assures to the Secretary of the Treasury a security of
the highest quality. This designation does not alter or expand the existing
function of the Administration but converts his role of marketing agent for
all of such projects from one established primarily by Secretarial Order to
one established on a permanent basis by congressional action. Permanency
of the designation removes all doubts as to the quality of the assurances which
the Administrator can pledge to secure his bonds, therefore guaranteeing an
interest rate no higher than that paid by the best of the revenue bonds being
offered on the open market. Since the bonds twill be sold to the Secretary
of the Treasury, the Treasury Department is assured of control over the
timing and frequency of its over-all financing and eliminates the possibility
of competition between the Treasury Department and BPA on the money
markets.
The purposes for which BPA transmission facilities are to be constructed

are limited to those which the Administrator determines fall within one of
more of the purposes set forth in Section 4 of the bill, namely to integrate
and transmit electricity from existing and new generating units, to provide
service to BPA customers, to provide interrogational transmission facili-
ties, and to maintain the stability and reliability of the Federal system.
It is the intent of the purposes specified in Section 4 that the utility industry
within the Pacific Northwest be able to rely upon the Federal transmission
system to carry power from both Federal and non-Federal generating facili-
ties to load centers throughout the region. Any capacity on a Federal trans-
mission line which is excess to the needs of the Government and which has
not been previously committed under firm wheeling agreements will be made
available on a fair and non-discriminatory basis.
The bill requires that in addition to the existing practice of submitting

rates for the sale of power to the Federal Power Commission for approval,
rates for BPA transmission services shall likewise be reviewed by the Fed-
eral Power Commission before becoming effective. In assessing such trans-
mission rates, it is incumbent upon BPA and the Federal Power Commission
to assure that each user or class of user of the Federal transmission system
will bear its fair share of the cost. It is not intended by this provision
that the "postage stamp rate" for the sale of power will be eliminated but
rather that all customers comprising the class of user to whom the postage
stamp rate is applicable will bear, in the aggregate, their full share of the
costs of the transmission system. It is further incumbent upon BPA and the
Federal power system to see that the total revenues of BPA are adequate to
meet the operation and maintenance expense, the existing obligation to repay
the Federal power investment in the region as prescribed by law, and to
meet the obligations specified in the revenue bonds issued to the Secretary
of the Treasury.
The bill does not authorize the Administrator to construct duplicating

transmission facilities if reasonable wheeling arrangements which are no
less favorable to the Government are available. To assure compliance with
this limitation, a utility within the region may object to the inclusion of a
transmission facility in BPA's annual budget if such utility is committed
to provide comparable service. In the determination of comparability of
service, the costs, the timing of the availability of the wheeling service, the
electrical capability of the facilities, and the adaptability of the facilities
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to serve the purpose intended are all to be taken into account. If, after goo
d

faith negotiations, the Administrator and such utility cannot agree, the

utility is afforded a limited time within which the dispute may be submitte
d to

the United 'States District Court for the District of Oregon for determin
ation.

It is anticipated that if such dispute is submitted for judicial determin
a-

tion, the Court will expedite the determination of those factors whic
h will,

permit the construction of any required facilities needed to insure the 
integ-

rity of the region's transmission requirements. It is my belief, however
, that

the existence of this possibility will prevent its occurrence and we will,
 as in

the past, invariably reach amicable arrangements on the size, timing,
 location

and pricing of transmission facilities.
As a part of the ongoing power program in the Pacific Northwe

st, it is

anticipated that BPA will be acting as an agent for a number of
 utilities in

the region to acquire a future power supply for them. This agen
cy arrange-

ment will require that the utilities involved deposit money with BPA in

amounts sufficient to cover the costs of the acquisition of such po
wer supply.

The moneys so deposited will be maintained in a separate acco
unt in the

Fund established by the bill and will be disbursed solely for the 
purpose for

which deposited. Likewise, any appropriated funds included within
 the Fund

will be disbursed only for the purpose for which the money was appr
opriated.

Section 11(b) of the bill identifies a number of purposes f
or which ex-

penditures from the Fund may be made. It is the intent of the bill
 that these

purposes shall be broadly construed so as to afford the Adminis
trator full

opportunity to carry out the duties imposed upon him pursuant t
o law in a

business-like manner.

THE HYDRO-THERMAL POWER PROGRAM

To appreciate the importance and desirability of self-financing 
for BPA, it

is necessary to understand the Hydro-Thermal Power Progra
m and the role

BPA plays in the program.
The objective of the Hydro-Thermal Power Program is to devel

op a re-

gional power plan among the 108 public and investor-owned 
utilities and the

Federal Government in the Northwest that will meet the 
growing demand

for electric energy in the region with an adequate and reliab
le power supply,

a supply that will be produced in the most efficient least-cos
t way in terms

of economic and environmental costs.
The Program is expected to achieve the following goals:

1. Best preserve the environment and natural beauities of the Pacific

Northwest.
2. Make efficient and economic use of the Federal Colu

mbia River Power

System.
3. Obtain the economies of scale from larger thermal

 generating plants.

4. Meld the output of large thermal generating plants wit
h the output of

existing hydro generating units and the peaking ge
neration units which will

be installed at existing dams, to achieve the most 
economic and refitable

power supply to meet the power demand of the P
acific Northwest.

It was early established that the closer the system 
approaches maximum

integration among its diverse participants, the greater 
will be its versatility,

the lower will be its capital investment and opera
ting costs, and the lesser

will be its impact on the environment.

Under the Hydro-Thermal Power Program, the regio
n's utilities and the

Federal Government are planning, building, and operating the region's

entire electric system on a coordinated basis. Therma
l power is being inte-

grated with hydro power. Markets are being assur
ed for the output of the

largest and most economical thermal powerplants. Bu
lk transmission, hydro

peaking capacity, forced outage reserves, reserves for unanticipated load

growth, and, when available, surplus hydro enegry for displacement of

fuel at thermal powerplants are the principal Feder
al involvements. Building

the largest and most economical thermal power
plants, optimally timed, sized,

and located to meet regional demands instead of j
ust the needs of owners,

and providing the esssential low-voltage tran
smission and distribution are

the key responsibilities being borne by the non-F
ederal privately owned, pub-

licly owned and cooperative utilities. A high level of 
interutility cooperation

without precedent in the United States is being achieved.
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THE END OF PHASE 1

More than 2 years ago it was recognized that what we now call Phase 1 ofthe Hydro-Thermal Power Program would come to an end soon and that evenbefore its conclusion it would prove inadequate. That phase of the Program,approved by Congress and the Administration in 1969, was designed to takecare of the power requirements of the Pacific Northwest, as those require-ments were then perceived, up to the early 1980s. In terms of long-range plan-ning, for the early 1980's, it is already too late. Worse still, in the near-term,principally because of slippages in generating plant schedules, power short-ages are expected to arise that are quite beyond the scope of Phase 1 toremedy.
All affected interests recognized that unless something was done quickly toextend the Hydro-Thermal Power Program beyond its first phase, the benefitsof long-range power planning could be effectively wasted—inefficient, costly,uncoordinated development of power resources would probably take over andincreased risks would arise that demands for energy could not be successfully orefficiently met. The question which presented itself in the most urgent termswas whether or not the region could devise satisfactory new arrangementsthat would solve the problem and in which the interests of all parties wouldbe protected and served to the benefit of the region at large.

THE GENESIS OF PHASE 2

Recognizing this problem and the relatively unique business enterprisecharacter of the BPA program, the Secretary of the Interior in the spring of1973 directed BPA to work with the utilities in the Pacific Northwest and withBPA's industrial customers to come up with a long-range plan to provide anadequate future power supply for the region and at the same time minimizeappropriation demands upon the Federal Treasury.
After months of negotiations, and after a deadline set by the Secretary cameand went without agreement, all affected parties within the region finallyreached an accord in December 1973 on what is now referred to as Phase 2of the Hydro-Thermal Power Program. This separate legislation does notdepend on Phase 2 of the Hydro-Thermal Power Program; to be successful,

Phase 2 need not depend on limited self-financing for BPA. But the odds ofits success and of an optimum regional power system evolving would bematerially improved if BPA is provided with self-financing authority.
According to the long-range accord, installation of additional generating

units at Federal hydroelectric projects will continue to be financed through
the traditional Federal budgetary process. The region separately recognized,however, that some of the pressure for Federal funds could be significantlyreduced and the success of Phase 2 enhanced if BPA, with the concurrenceof the region's utilities, secures legislation that will give it authority to pay
its own operation and maintenance expenses directly from revenues, and tofinance additions to the Federal transmission system which may averageabout $200-million annually over the next decade either by direct applica-tion of revenues or by revenue-bond financing.

PHASE 2

Essentially, Phase 2 of the Hydro-Thermal Power Program supplements and
overlaps Phase 1 by providing for the addition of more generating capacity
from July 1, 1978, through the early 1980's than was contemplated under
Phase 1. This is essential if the objective of the Hydro-Thermal Power Pro-
gram is to be met.
The reason that the projects identified as part of Phase 1 are inadequate todo the job is that serious powerplant delays have been experienced since theinauguaration of Phase 1, additional future delays of similar nature are arealistic expectation, and revised load estimates are several hundred mega-

watts higher than earlier projected due to an acceleration in electric energyload growth. All of these factors combine to precipitate forecasts of near-term power shortages. Additional resources beyond those contemplated in Phase1 must be added to compensate for these factors If shortages are to be avoided.
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Some of the forecasted shortages are no longer avoi
dable, however. Long

construction leadtimes make it impossible to eliminate 
completely all of the

projected load-resource deficits in the next few years. The 
best that can be

achieved is to try to minimize the short-term power deficits an
d see to it that

deficits projected for the long-term are effectively overcome.

In addition to adding more generation in the late 1970's 
than contemplated

under Phase 1, Phase 2 also includes an extended schedule
 of specific power-

plants to be completed by 1986 although it is expecte
d to be a continuing

program that will meet the region's power demands out 
to the end of the

century. No new Federal legislation or approval is requ
ired for Phase 2

because it is essentially an agreement among the non-Feder
al utilities. It does

not provide either for Federal construction of thermal gene
ration or for pool-

ing of hydro and thermal power rates. Nevertheless, the
 Congress will be

periodically posted on its progress as well as on the annual bu
dgetary require-

ments of BPA, even with self-financing authority as env
isioned under the

proposed Federal Columbia River Transmission System Act.

Enormous non-Federal investments will be required to imple
ment Phase 2.

During the next 20 years it is estimated that approximately $31 
billion worth

of new power facilities will be built in the region. Of this 
sum, non-Federal

interests are expected to invest some $25 billion or about 80 
percent, princi-

pally in coal and nuclear-fired thermal powerplants and for 
subtransmission

and distribution. The Federal power investment in the region 
over the next

20 years including potential projects not yet authorized is estimated
 at about

$6 billion of which about half will be in Corps of Engineers and 
Bureau of

Reclamation hydro generation facilities and the other half in BPA trans-

mission facilities.
The specific thermal powerplants identified in the early years of Pha

se 2

will be used primarily for generation of base-load energy. Approxim
ately 3.7

million kilowatts of peaking capacity, in addition to existing authorized
 units,

will also be needed to complement the baseload generation and meet estimated

1985-86 loads. Some of this additional peaking capacity will probably c
ome

from the installation of additional generating units at existing Federal hy
dro-

electric projects. In addition, however, some pumped storage projects, for

which the Pacific Northwest is potentially well endowed, are also under

investigation.
What role will BPA play in Phase 2? BPA will provide energy for region

al

load growth reserves, it will meet average energy requirements of preference

customers up to 25,000 kilowatts each, and it will serve existing commitme
nts.

In addition, of course, BPA will continue its traditional role of providing most

of the bulk transmission for the region.
How will BPA acquire the additional energy required to meet these obli-

gations? First, there will be additional energy generated at the peaking units

to be installed at existing Federal hydroelectric plants. And second, BPA will

obtain additional electric energy by exchanges of peaking capacity and other

services such as bulk transmission, load shaping, and forced outage reserves.

Naturally, whatever rates BPA will charge for its services and for the sale of

energy that it acquires, will be set at levels adequate to fully recover all of

the costs of Federal power operations in the Northwest, including, of course,

repayment of the Federal investment plus interest.
The scope of Phase 2 is broad. Its objective is to see to it that arrange-

ments are developed to meet the power demands of the region reliably and

with the least economic and environmental cost. The scheme, which as I have

noted will involve every substantial financial commitments by all participants,

was developed on a cooperative basis with BPA, the region's investor-owned

and public owned utilities and BPA's direct-service industrial customers all

working hand-in-hand to identify the best way to meet the Hydro-Thermal

Power Program objective. It represents an example of how diverse enterprises

can subordinate their own individual interests and work in cooperation with

one another and with the Federal Government for the best interests of a

region. The participants have done a line job; the high level of interutility

cooperation achieved is as much a source of pride for the participants as it

will be a source of benefits to the region and the Nation.
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THE NEED FOR LIMITED SELF-FINANCING

As previously indicated, BPA provides approximately 80 percent of the
high-voltage transmission in the region. Unlike other regions, the Northwest
has an integrated high-voltage transmission grid that is planned, designed,
constructed, and operated as a single unit and, as a result, yields maximum
economic, environmental and electrical benefits. All of the participating non-
Federal utilities in the region, public and private, support this arrangement
as being technically and economically superior. They acknowledge that it is
unsound and imprudent from both an engineering and economic standpoint
for different entities to get into unproductive competition with an existing and
functionally sound main transmission grid that is operated for the benefit
of an entire region. Costly duplication of transmission facilities has been and
will continue to be avoided and thus the costs of providing electric service
are lower than they would otherwise be.
But without the assurances that timely evolution of the transmission system

will take place, the billions of dollars of non-Federal funds required for new
generation in the Pacific Northwest over the next 2 decades will be more
difficult to finance; utilities must be assured of adequate transmission. It is
essential that required transmission facilities be funded on a timely basis; that
transmission be closely coordinated with powerplant unit completion. It is
becoming progressively more unthinkable, in view of the enormous capital ex-
penditures that are required to build generating capacity, to have any of that
capacity lie idle or to have unreliable delivery of its output to load centers,
for want of adequate transmission.

Recent experience has shown that that is precisely what can happen when
development of the high-voltage transmission network is left to the traditional
hppropriations process. The proposed legislation recognizes that BPA's present
financial requirements often get caught between the imperatives of a respon-
sible utility type operation and the equally important imperatives of the
Federal budgetary process. Notwithstanding the new self-financing authority
it would confer upon BPA, the Public Works Subcommittees of the House
and Senate Committees on Appropriations would remain vital links in the
process; BPA will still report annually to the Committees as in the past and
complete congressional control of the program will be continued, including
review of BPA's annual budget and program.
With the aid of this self-financing step, the region's utilities will be better

able to undertake their long-range planning of reliable power facilities to
meet energy demands under the Hydro-Thermal Power Program with con-
fidence that essential future transmission facilities will be in place and
available when needed.

A HIGHER INTEREST RATE

For the transmission portion of the Federal Columbia River Power System
that would be financed by revenue bonds instead of through congressional
appropriations as in the past, a higher interest rate will have to be paid. The
present repayment interest rate policy provides an interest rate on each year's
new investment based upon the average yield on long-term Treasury bonds
which are backed by the "full faith and credit" of the Federal Government.
BPA revenue bonds, an the other hand, would be secured only by BPA revenue
and consequently would warrant a higher Interest rate.
The region is willing to pay a higher interest rate for money borrowed to

construct transmission facilities in order to eliminate the uncertainty associa-
ted with the Federal appropriations process, to afford the region the oppor-
tunity and obligation to determine its own destiny, to stand more securely
in its determination to be self-supporting without indirect interest rate sub-
Sidles, and to relieve the Federal budget of the burden of BPA appropriations.
The region's power industry believes that a higher interest rate will purchase
improved reliability by granting BPA the flexibility and capability needed to
provide required high-voltage transmission facilities on a timely and reliable
basis.
There is another offset to higher interest rates, too. With timely construction

of transmission facilities, the region's power system will avoid lost revenues
and the higher expenses of escalated construction costs that result from not
keeping projects on schedule.
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CONCLUSION

The non-Federal participants in the joint Pacific Northwest Hydro-Thermal
Power Program have indicated their readiness to carry out the heavy share
of the overall responsibilities they have agreed to assume. The close coordina-
tion required of the Federal Government to carry out its role under this
cooperative program emphasizes the beneficial effect of the timely availability
of funds that will be derived from BPA self-financing. Installation of addi-
tional Federal hydro capacity will still be required to be financed through the
appropriations process. And the importance of keeping authorized hydro
installations on schedule should not be lost sight of in the unified enthusiasm
which the region expresses for BPA self-financing. But there is little doubt that
the region's power industry and power consumers alike will breathe a sigh of
relief when they know that development and operation of the important BPA
transmission system and performance of the critical BPA power marketing
function will go forward with a sense of assurance that is lacking without
self-financing. It is this sense of assured long-term reliability in transmission
that is so beneficial to the long-range success of the Hydro-Thermal Power
Program.
Thank you for this opportUnIty to discuss the proposed Federal Columbia

River Transmission System Act. I will be happy to answer any questions you
may have.

Mr. HODEL. I want to summarize the background of the bill. Its
origins are in the tradition of a number of other joint cooperative
efforts out of the Pacific Northwest, such as the Canadian Treaty on
the Columbia River; the Pacific Northwest-Southwest Intertie • Han-
ford New Production Reactor; and more recently theHydro-
Thermal Power Program.

Realizing that the Hydro-Thermal Power Program has confined
within it limitations to its duration, the utilities in the region, which
consist of 108 public and private utilities, and Bonneville industrial
customers, were concerned. We and the utilities from adjacent areas
got together and nearly 2 years ago began talking about how we
would carry forward the principles of the Hydro-Thermal Power
Program to assure that there would be an adequate power supply
at a reasonable time and at a reasonable cost in the Pacific North-
west.
In the course of developing what is now called phase two of the

hydro-thermal power program, for which the agreements in prin-
ciple have been established, it was recognized that where we are
asking investorowned and large publicly-owned systems, and all of
the smaller publicly-owned systems, in the Pacific Northwest to in-
vest over the next 20 years approximately $25 billion in facilities,
and these would be generating facilities, subtransmission and dis-
tribution facilities, where they are being asked to make that kind of
investment, it is imperative that a reliable transmission system be
available. Financing a $600 million or $700 million nuclear plant
without the assurance of the transmission capability when the plant
is completed, can affect not only the quality of the money which is
borrowed, the bonds which are issued to finance that plant, but
certainly, of course, the power supply to the region.
So it was decided that where in the region the Federal Govern-

ment had 80 percent of the high voltage capacity at the present time
in the Bonneville system, it would be appropriate to assure that there
was sufficient flexibility and reliability for us to be able to meet our
obligations on that transmission system.
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We had experience through the annual budget process of delaysfrom budgetary problems, and we found ourselves in the Department
of the Interior competing with human resource problems. And it is
difficult for budget officers to allocate between a human resource pro-gram affecting the daily lives of people today in terms of theirwellbeing and a long-range transmission construction program,which has perhaps not only power supply consequences, 5 or 10 yearsaway, but also the economic benefits of the system are 5 or 10 yearsaway.
Now the weighing of that process is difficult. So the objective thatwas set forth by the utilities in the region, both public and private,was for Bonneville to achieve, With the minimum possible change inthe existing situation, a bill which would provide that kind of flexi-bility. The bill that is before the committee today is the result ofwell over 11/2 years effort, almost 2 years, of hundreds of hours ofmeetings, numerous people getting together in that spirit of coopera-tion which has so often characterized the utilities in the region.
Now I don't intend to summarize the bill here verbally to thecommittee except there are a number of items I think merit some

special emphasis. First of all, I am aware of amendments whichhave been agreed upon amongst the utilities who drafted the bill.They will be presented to the committee by Mr. Culp from thepolicy committee of the Pacific Northwest Utilities Conference Com-mittee this morning.
As far as I can tell from examining those amendments, their only

purpose is to further the intent of the bill and to clarify the billand none of them present any problem to us.
The bill relates to the existing service area of Bonneville. It re-lates to the existilg transmission system's functions. It is not in-

tended to expand or alter those in any significant way. It does pro-vide for the use of revenues and receipts by Bonneville in its annual
operations and for the construction, maintenance, and replacementof its transmission system. It authorizes borrowing from Treasurythe funds that are necessary for construction, acquisition, and re-
placement of transmission facilities.
All of this process is subject to the same controls or the same

kinds of controls that now exist in our budget process.
We would still prepare our annual budget and we would submitit to the Department of the Interior for approval, and to the Office

of Management and Budget for review and approval, and we would
submit it to Congress pursuant to the Government Corporation Con-
trol Act. Upon completion of that review process, we would be per-
mitted to borrow such funds as the bill authorizes, namely, those for
construction, acquisition, and replacement of transmission facilities.
There are two items I would like to submit for the record which

relate to the internal procedures that would be used by the executive
branch in dealing with this legislation if it passes substantially in
this form.

First is a set of correspondence between the Department of theInterior and the Office of Management and Budget relating to thebudget procedures which we would follow. I would like to quote from
the May 31 letter from Undersecretary Whitaker to Mr. Zarb---
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Mr. JOHNSON. I might say at this point that we will place
 in the

record the entire set of correspondence that you have offered 
to us.

[The correspondence between the Department of Interior 
and the

Office of Management and Budget follows:]

EXECUTIVE OFFICE OF THE PRESIDENT,

OFFICE OF MANAGEMENT AND BUDGET,
Washington, D.C., June 4, 1974.

Hon. JOHN C. WHITAKER,
Under Secretary of Interior,
Washington, D.C.

DEAR JOHN: In a memorandum of March 29, 1974, the
 Office of Management

and Budget recognized that regional interests in 
the Pacific Northwest are

prepared to assume the higher costs associated wit
h the form of financing in

the Federal Columbia River Transmission System
 Act in exchange for the

assurance that the Bonneville Power Administrati
on (BPA) would be given

the flexibility and capability to provide the transmi
ssion facilities required on

a timely and reliable basis.
I have reviewed your letter of May 31, which seeks

 to clarify the budget

procedures for the BPA under the proposed act. Th
e letter accurately reflects

the understanding reached between this Office an
d the Department of the

Interior that a separate annual planning ceiling for B
PA would be sent to

the Department which will be adequate, to the grea
test extent possible, to

ennble the BPA to meet its planning schedules. Thi
s procedure, which will

provide necessary financial flexibility, assumes enact
ment of legislation sub-

stantially the same as the Administration bill recently introduced in the

Congress.
Sincerely, FRANK G. ZARB,

Associate Director.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., May 31, 1974.

MT. FRANK G. ZARB,
Associate Director,
Office of Management and Budget,

Washington, D.C.

DEAR MR. ZARB: Your memorandum of March 29 recogni
zes that regional

interests in the Pacific Northwest are prepared to assum
e the higher costs

associated with the financing represented by the proposed 
act in exchange for

the flexibility and capability to provide in the Pacific 
Northwest the trans-

mission facilities required on a timely and reliable basis. B
ased on further

discussions between your staff and mine, our understandin
g of the procedures

necessary to implement the bill are summarized below.

BPA will submit to the Department of Interior a budget cons
istent with the

provisions and the purposes of the proposed act, which will 
be within the

debt ceiling of the bonds BPA can have outstanding. We 
anticipate that in

addition to the information RPA's budget now includes, the 
document will

contain a program and financing schedule which derives the 
"net outlay"

bludget control figure, and a complete presentation of the 
status of the

"Bonneville Power Administration Fund" as described in the pro
posed act.

After program and policy review within the Department, the b
udget will

then be sent to OMB and will be sufficient to enable BPA to mee
t planning

schedules. It is our understanding that a separate annual planning 
ceiling for

BPA would be sent by OMB to the Department in order to provide 
necessary

flexibility to BPA. To the greatest extent possible, the annual planning

ceiling will be set at a level to enable BPA to meet its planning 
schedules.

The Department will treat BPA's planning ceiling completely separate
 from

Other Department ceiling(s).
BPA's budget authority, which is to be derived from outstanding auth

ority

within the bond debt limit available, application of revenues, and other
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funding derived from the authorities of the bill, will be on a multiyear basis
in order to allow BPA necessary year to year program flexibility.

Ltr. to F. Zarb, OMB, Subj : New Budget Procedures for BPA Under the
Proposed Federal Columbia River Transmission System Act.
The procedures set forth above assume enactment of legislation substantially

the same as the Administration bill recently introduced in Congress (S. 3362
and H.R. 14168).
We anticipate that this letter and any response by you will become part of

the legislative history in Senate and House hearings now scheduled for June
6 and 7 respectively.

Sincerely yours,
JOHN C. WHITAKER,

Under Secretary of the Interior.

EXECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,

Washington, D.C., March 29, 1974.

Memorandum for Under Secretary John C. Whitaker

From: Frank G. Zarb, Associate Director
Subject: Federal Columbia River Transmission System Act
The Department of the Interior has recently submitted to this Office for

review a bill "to enable the Secretary of the Interior to provide for the
operation, maintenance and continued construction of the Federal transmission
system in the Pacific Northwest by use of the revenues of the Federal Colum-
bia River Power System and the proceeds of revenue bonds, and for other
purposes."
The bill authorizes the Bonneville Power Administration to finance its con-

struction, operation, and maintenance activities through the sale of bonds and
notes and the use of revenues. The Bonneville Power , Administration would be
allowed to sell its obligations to the Secretary of the Treasury, up to the limit
of $1.25 billion on outstanding debt, at an interest rate comparable to the
prevailing private market rates for similar utility bonds.
The Office of Management and Budget recognizes that regional interests

in the Pacific Northwest are prepared to assume the higher costs associated
with this form of financing in exchange for the assurance that the Bonneville
Power Administration would be given the flexibility and capability to provide
the transmission facilities required on a timely and reliable basis.
The Office of Management and Budget understands its role in providing this

flexibility and capability to be as follows. The annual planning ceiling for the
Department of the Interior will indicate this Office's estimates of both budget-
ary and employment requirements for the Bonneville Power Administration.
These estimates will be adequate, up to the ceiling on the bonds that may be
outstanding, and subject to the overall demands placed on Federal budgetary
resources, to enable the Administration to meet its planning schedules.
Please be advised that this understanding is based on enactment of legisla-

tion the same as or not substantially different from the proposed legislation
which the Department transmits to the Congress.

MT. FRANK G. ZARB,
Associate Director,
Office of Management and Budget,
Washington, D.C.
DEAR MR. ZARB: Donald Hodel has recommended, based on discussions be-tween representatives of Interior, OMB and Treasury, that we agree to

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., March 27, 1974.
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Treasury's proposed modifications to the legislation we recently submitted for

your review, subject to certain firm agreements to be reflected in a Memora
n-

dum of Understanding between OMB and Interior. The Memorandum of

Understanding would recognize that the regional interests in the Pacific

Northwest are prepared to assume the higher costs associated with this fo
rm

of financing BPA's future construction of tranismission facilities in exchan
ge

for assurance that BPA will have the flexibility and capability to provide

the transmission facilities required within the region on a timely and reliable

basis. Therefore, the basic understanding must recite that the budget planning

allowance for BPA, including personnel ceilings, will be separate from the

planning allowance for the Department of the Interior and will be adequate,

up to the ceiling of the bonds BPA can have outstanding, to enable BPA to

meet planning schedules.
The substance of the Memorandum of Understanding stated above is con-

sistent with the expectations of the interests in the Pacific Northwest which

will be relying upon BPA to provide the transmission facilities to move the

generation from new thermal plants to their load centers. Absent such under-

standing, we cannot commit their continued •support for the arrangement

which has been proposed.
Sincerely yours,

JOHN C. WHITAKER,
Under Secretary of the Interior.

Mr. JOHNSON. You may point up any pertinent points within the
correspondence.
Mr. HODEL. Thank you, Mr. Chairman. I would quote this one

portion of the letter simply to indicate the general scope and tone of
the anticipated relationships regarding our budget process. This is in
a letter from Interior to the Office of Management and Budget:

It is our understanding that a separate annual planning ceiling for BPA

would be sent by OMB to the Department in order to provide necessary flexi-

bility to BPA. To the greatest extent possible, the annual planning ceiling will

be set at a level to enable BPA to meet its planning schedules. The Department

will treat BPA's planning ceiling completely separate from other Department

ceiling(s).

"BPA's budget authority",—and here I will delete intervening
words—"[its] budget authority . . . will be on a multiyear basis in
order to allow BPA necessary year to year program flexibility."
That highlights one of the understandings under this bill, which

is that following approval, the budget process relating to a project
which may take several years to construct, we would be permitted,
subject to the annual budget review process I just described, to
continue the borrowings as appropriate to continue the construction
of that project on a reasonable schedule.
We feel that this is an appropriate and very excellent procedure

which has been worked out.
The other item I would like to submit for the record, Mr. Chair-

man, is correspondence between the Department of the Interior and
the Department of Treasury regarding the procedures which would
be followed with regard to the borrowing and the maintenance of
accounts with the Treasury.
Mr. JOHNSON. That that correspondence will be accepted for the

record at this point unless I hear objection.
Do I hear any objection?
Hearing none, so ordered.
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[The correspondence between the Department of the Treasuryand the Department of the Interior follows:]

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C. June 5, 1974.Hon. JOHN K. OARLOCK,

Fiscal Assistant Secretary,
Department of the Treasury,
Washington, D.C.
DEAR MR. OARLOCK: For the purpose of supplementing the presentation to bemade by the Department of the Interior to the Senate and House Committeeson S. 3362 and H.R. 14168, we will appreciate your answers to the follow-ing questions regarding the manner in which this legislation, if enacted, willbe implemented.
Question 1. What immediate actions are needed by Treasury on the effec-tive date of the legislation?
Question 2. Will the Treasury invest and manage funds from PBA revenueswhich are temporarily surplus to BPA's cash needs?
Question 3. Will unexpended appropriated funds in the Bonneville PowerAdministration Fund be available for investment by BPA?Question 4. What forms of securities would BPA issue to Treasury underthe provisions of the Act?
Question 5. What are the maturities that Treasury anticipates for long-term bonds to be issued?
Question 6. How would Treasury determine the interest rate for the pro-posed bonds?
Question 7. How is the interest expense on the short-term Treasury advancecomputed?
Question 8. Is there any specific requirement as to when interest is payableon notes and bonds to Treasury?
Question 9. Does Treasury require a separate bond indenture or bond reso-lution to support particular or overall bond issues?
Question 10. If refunding provisions are included in the terms of bondsissued, will the interest rate payable on such bonds be higher than thatapplicable to nonrefundable bonds?
Question 11. Will Treasury require a change in audit emphasis by GAO?Question 12. Will Bonneville be able to allow interest credits to depositorsof unexpected trust funds which are in the Bonneville Power AdministrationFund?
Question 13. When the appropriated funds carried in BPA appropriationaccount 14x0326 are transferred to the Revolving Fund established by thelegislation (possibly account 14x4326) will Treasury consider this an ex-penditure of appropriated funds, and that the funds are now corporatefunds?

Sincerely yours,
W. W. LYONS,

Deputy Under Secretary of the Interior.

THE DEPARTMENT OF THE TREASURY,
Washington, D.C., June 5, 1974.Hon. WILLIAM W. LYONS,

Deputy Under Secretary,
U. S. Department of the Interior,
Washington, D.C.
DEAR MR. LYONS: In response to your letter of June 5, there is attached ouranswers to your questions concerning borrowings and investments by theBonneville Power Administration under the provisions of proposed legislationH.R. 14168 and S. 3362.
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I understand our response is to be used in your hearings with Congress on

the above bills.
Sincerely yours,

JOHN K. CARLOCK.

Attachment.

BONNEVILLE POWER ADMINISTRATION-QUESTIONS AND TREASURY RESPONSES

(Relating to H.R. 14168 and S. 3362)

1. Question. What immediate actions are needed by Treasury on the effective

date of the legislation?
Answer. The Treasury will furnish the symbol for the "Bonneville Power

Administration Fund" established in section 11(a) of the legislation and begin

promptly to credit all revenues of BPA to that fund. The symbol assigned will

identify the fund as a Revolving Fund. Immediate steps will also be taken to

establish a procedure for advancing funds on short-term notes as discussed

below. Also, discussions should be held as early as possible on the technique

and mechanics for investing for income the corporate funds which are tem-

porarily surplus to BPA's cash needs.
2. Question. Will the Treasury invest and manage funds from BPA revenues

which are temporarily surplus to BPA's cash needs?
Answer. The Treasury will invest such funds in accordance with instructions

of BPA. Treasury will also advise BPA of the various Government securities

available for investment. However, BPA will be responsible for the day-to-day

management of such funds and the selection of the appropriate investment to

meet its needs.
3. Question. Will unexpended appropriated funds in the Bonneville Power

Administration Fund be available for investment by BPA?
Answer. No, unexpended appropriated funds as a matter of Treasury policy

are not available to BPA until actually expended.i
4. Question. What form of securities would BPA issue to Treasury under

the provisions of the Act?
Answer. The Treasury will be flexible in the form and provisions of the

securities issued and will consider any appropriate evidence of indebtedness.

Longterm bonds in either serial or term form as currently sold on the com-

mercial market would be contemplated for permanent funding of the capital

investment. Shorter term securities would be appropriate during the con-

struction period of specific facilities. Advances for working capital and con-

struction funds by means of note issues would be appropriate for temporary

funding purposes.
5. Question. What are the maturities that Treasury anticipates for long-term

bonds to be issued?
Answer. The act provides that the Treasury shall take into account the

terms and conditions prevailing in the market for similar bonds, the useful

life for the facilities for which the bonds are issued, and the financing prac-

tices of the utility industry. It is our understanding, from BPA, that long-term

bonds would be issued for a term which reflects the useful life of the facili-

ties financed (BPA is currently using an estimated life of 40 years for its

transmission facilities). Use of levelized debt service by issuance of serial bonds

which mature annually during the life of facilities financed or term bonds

maturing at the end of the anticipated facility life with the concurrent repay-

ment through a sinking fund to refund bonds at or prior to maturity would be

acceptable.
6. Question. How would Treasury determine the interest rate for the pro-

posed bonds?
Answer. The interest rate for both long and short-term borrowing will be

determined by analyzing the current market yield of Treasurry securities of

comparable maturities and adding an additional interest increment to bring

the total interest rate to a rate comparable to the rates prevailing in the market

for similar securities. We anticipate that Bonneville's bonds will be comparable

to prime investor-owned utility bonds. Therefore, at present, these compa
rable

securities would be used to determine BPA's total interest rate.

39-196 0 - 74 - 4
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7. Question. How is the interest expense on the short-term Treasury advancecomputed?
Answer. The amount of the daily cash drawdown of the advance is theproper base for the interest ealeulatiton and is determined by subtracting thecash balance in the Bonneville Power Administration Fund from the amountof the advance. However, it is recognized that since BPA does not haveauthority to disburse its own funds, precise daily cash balances are thereforedifficult to determine by BPA. There is a lag between the dates of submittalof the Schedules of Disbursement by BPA and the payment by the TreasuryDisbursing Office in San Francisco, but this lag can be averaged based onexperience. BPA would be allowed to use the average lag in its determinationsof daily cash balances. Receipt funds will be no problem since they are re-ceived and deposited in the Federal Reserve Bank in Portland by BPA daily.Interest rates applicable to net disbursements are established each month bythe Secretary of the Treasury on a formula which reflects the cost of short-term financing.
8. Question. Is there any specific requirement as to when interest is payableon notes and bonds to Treasury?
Answer. No, only that interest is payable at least once each year. Bonnevillein the notes or bonds may elect to pay interest monthly, quarterly, semi-annually or annually, provided that the effective yield is the equivalent ofpayment on a semiannual basis.
9. Question. Does Treasury require a separate bond indenture or bond resolu-tion to support particular or overall bond issues?
Answer. No, the form of bond on note issued will contain the basic termsof the issue. The statutory requirements as to payment of obligations will besufficient without further covenants.
10. Question. If refunding provisions are included in the terms of bondsissued, will the interest rate payable on such bonds be higher than that ap-plicable to nonrefundable bonds?
Answer. Yes, if such refunding provisions demand a premium on the com-merical market at the time of issue. If not, no increase would apply.11. Question. Will Treasury require a change in audit emphasis by GAO?Answer. No. The new procedures required by the legislation will, of course,be included in the GAO audit programs, but there need be no particular changein emphasis from the present commercial-type audit. The GAO certificationas to the adequacy of the financial statements will satisfy Treasury's needsin these areas.
12. Question. Will Bonneville be able to allow interest credits to depositorsof unexpended trust funds which are in the Bonneville Power AdministrationFund?
Answer. To the extent that trust deposits earn interest income or serveto reduce interest expense on the short-term Treasury advances, it may beappropriate to pass an interest credit along to the entity for whom the trustdeposit is held.
13. Question. When the appropriated funds carried in BPA appropriationaccount 14x0326 are transferred to the Revolving Fund establjshed by the leg-islation (possibly account 14x4326) will Treasury consider this an expenditureof appropriated funds, and that the funds are now corporate funds?Answer. No. The funds must continue to be recognized as appropriatedfunds until expended for the purposes for which appropriated, and they arenot available for corporate purposes such as investing them for income.
Mr. JOHNSON. You may summarize and give us highlights of thatcorrespondence.
Mr. HODEL. Mr. Chairman, I think with your permission I will letthose documents speak for themselves.
Mr. JoHNsoN. Fine.
Mr. , HODEL. They are essentially related to the details of theoperation. I would just again like to make two further points.First, it is not our intention by this bill to change the existing re-lationships. We do have a unique relationship; we, Bonneville, andthe utilities in the region, amongst ourselves. It has resulted, I be-
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lieve, in the best possible combination of an excellent transmission

system, generation system, and low cost power with the least possible

environmental impact in the Pacific Northwest. It has been of bene-

fit to all of us and no one I know of within that region would sug-

gest that any bill should be pushed or supported which would dis-

rupt that relationship.
We presently have many wheeling arrangements with utilities

adjacent to or within our service area, and we have found them to be

on a satisfactory basis. We would expect to continue those kinds of

relationships in the future. The policies which have led to those ar-

rangements, we think, are still available to us pursuant to this bill.

My concluding remark would be that it would be remiss for me

not to compliment all of the people who have participated in this

process. It has taken a great deal of patience, as I have indicated,

and many, many hours. The utilities in the Pacific Northwest and

from the adjacent states I believe have carried themselves forward

in this process in the most statesmanlike possible fashion.
I am aware that there are some reservations regarding the bill

from adjacent utilities to our service area or within it, but even

where those differences occur they have been in a cordial atmosphere

and one where we are all attempting to solve what is the fundamental

problem for every electric utility in this country—and this is a re-

liable power supply for the citizens, which they are going to demand.

It is my hope that any differences can be resolved and that within

a reasonable period of time we will be able to carry out our respon-

sibilities under this legislation.
Thank you very much.
Mr. JOHNSON. Do any of the other gentlemen with you want to

make any comments at this time?
I want to say that you have offered an awful lot of material here

for the record. We will have to do a careful job of reading the

whole record to get a good feel for it.
You people in the Northwest, and your Congressmen and Senators

of the Northwest, have followed this project from the start. You

have effected a very fine meeting of the minds amongst the private

and public utilities and the government, and you certainly and we

certainly want to see that continued.
You mentioned the Canadian power. I presume that has been very

helpful too? Would you explain that a little further? You mentioned

that you are concerned and gave a recommendation that that con-

tinue. Just what does that amount to in our system at the present

time? How do you receive it from the Canadians and what hap-

pens to it?
Mr. HODEL. I would like to ask Mr. Goldhammer, who is our Power

Manager, to respond to that question.
Mr.GOLDHAMMER. Mr. Chairman, the treaty with Canada provided

for the construction in Canada of storage reservoirs amounting to

15 million acre-feet. They built three dams, Duncan, Arrow Lakes

and the most recent and largest one at Mica. The treaty also pro-

vided for flowage rights of Libby Dam into Canada.
The water that is available for power generation, the 15 million

acre-feet, is released in accordance with joint arrangements between
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the United States and British Columbia Hydro. These releases forpower purposes are made at times when they can be utilized down-stream.
As a part of the treaty, half the power that results from the im-provement of stream flows, is returned to Canada. The other halfaccrues in the United States. The half that has been assigned toCanada has been sold in the United States for a period of 30 years,for a lump sum, to what is known as the Columbia Storage PowerExchange. This is a nonprofit corporation set up by groups in theNorthwest.
That power in turn, as part of the energy arrangements on thePacific Northwest—Southwest intertie, was sold in California untilApril 1 of 1975. Some quantity of it will be sold to the State ofCalifornia through 1982.
The quantity of power involved just from the upstream storagesin Canada is a little over 2 million kilowatts, about 2,400,000 kilo-watts. Another 700,000 kilowatts are at site and downstream fromLibby Dam. It is a considerable amount of additional storage forthe Northwest.
Mr. JOHNSON. Well then at the present time Canada is sellingmost of that power?
Mr. GOLDHAMMER. That is right. It has been sold for 30 years.However, Canada will get some power benefits from it also be-cause they are now in the process of installing generators at MicaDam. Although that dam has 7 million acre-feet of storage whichwill be used for downstream generation, they have 8 million acre-feetof storage which will be dead storage there and another 5 millionacre-feet of storage can be established in addition.
So this will be a very large project in Canada when the generatorsare installed. Ultimate plans for this dam call for generationin excess of 2 million kilowatts.
Mr. JOHNSON. With this new generation then, new facilities andgeneration in Canada, would that also be available for sale in the

United States?
Mr. GOLDHAMMER. The generators that are being installed at Micawill be needed to meet the loads in Canada. However, we will bestarting discussions probably sometime later this summer on theadditional 5 million acre-feet that can be established and of coursethere will be downstream benefits from the 5 million acre-feet. Thequestion is: how is the water going to be stored and how is the powergoing to be handled. This is something that is going to have to benegotiated and determined later.
Mr. MALLORY. Mr. Chairman, if I might add something to that?
Mr. JOHNSON. Yes, sure.
Mr. MALLORY. In my statement, and I didn't summarize it, but inaddition to these contractual agreements on power, in the last 6months alone surplus power in the equivalent of approximately 10million barrels of scarce low sulphur fuel oil has been exportedfrom the Pacific Northwest to the Pacific Southwest, principallyCalifornia, in the form of the surplus hydro power that has beensold from this system to displace the use of this fuel in thermalpower plants in California. I think that this is a very important
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benefit of the system that you all worked so hard to bring to this
country.
Mr. JoHNsoN. Yes, we were very fortunate to have this enthusiasm.

Yes, that was funded pretty well.
They didn't have the problems that you are relating now. At that

time the money flowed in and we were able to effect the portion of the
intertie. We could have stood more money to effect additional lines
but that didn't happen.
But certainly we don't want to do anything that would upset the

apple cart. I mean we want to keep that available and working.
God willing, we will have enough water fall in Canada and the

States of Washington and Oregon and elsewhere in the Northwest up
there that we can have a good year every year.
Now, you indicated, Mr. Hodel, that you would like to have more

lead time for planning these construction projects that have to go
forward and certainly you want leeway with the financing. That is
your main purpose for having this bill. If you go into these projects
you want to have the ability to construct them with the least
amount of time and the least amount of cost, especially with all of
this inflation that has taken place. I can certainly agree with you
there because, watching the construction programs in the Corps of
Engineers and the Bureau of Reclamation, it is piecemeal financing
and isn't any good. I can see from your huge fund requirements for
investments in various facilities, that you need some enabling legis-
lation to allow you to carry out more of these beneficial programs.
Having need to provide these facilities and have them on time and
in the right place, they must be financed adequately to the money
to do this you need this legislation?
Mr. HODEL. In that regard, Mr. Chairman, I should perhaps say

that Bonneville does repay all of the Federal investment that is made
in, not only our transmission system but in the Federal Columbia
River Power System which includes the dams constructed by the
Corps of Engineers and the Bureau of Reclamation together with
some irrigation payments for that portion of irrigation projects
which cannot be borne by the users of the project.
We have maintained a good pay out schedule. One of the argu-

ments we have usually attempted when we are having budgetary
problems, we usually say: Well, after all we do pay ourselves back.
One of the arguments has been, however, we're competing for

dollars in a limited market of dollars. And if we are as we say we
are a self-sustaining program, we ought to be on a self-financing
basis.
And that is the kernel of the idea that has been incorporated by

the utilities of the region in this proposal where we would borrow
the funds, as distinguished from having them appropriated. We leave
the balance of the process essentially the same.
Mr. JOHNSON. Well, I can appreciate what you are confronted with

at the present time in trying to find a spot on the list of priority
items of who get what. I know how thin we are spread as far as dol-
lars are concerned. The gentleman from Washington, Mr. Meeds.
Mr. MEEDS. Thank you very much, Mr. Chairman. First I would

like to commend the 'Secretary and the Administrator, Mr. Hodel,
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for their testimony. Secondly I would like in their own words a
summary of what will happen if this legislation is not passed.
Mr. MALLORY. Why don't you go ahead?
Mr. HODEL. Mr. Mallory suggested that I hazard an answer to that

question. Without this legislation the present process will continue
in the region which means that we will attempt to carry out our
program in connection with phase two of the hydro-thermal program
through appropriations just as we would attempt to carry it out
pursuant to this legislation.
One of the concerns that we have all had was that under the con-

tinuation of the existing process it may be difficult to provide the
assurances to these people building the thermal plants that our
transmission will be available in a timely fashion. That is essentially
our concern.
This year we have found it necessary to curtail the contruction of

one project for the lack of funds as a result of escalation in costs.
We originally anticipated the project would cost $76 million. The
current estimate is $83 million. We are delaying the project for
another year in its total construction span which will be about a
5-year period, and by the time it is completed it will probably, at
the present rate of escalation of cost, it may well be over $100 mil-
lion and a year or two late. This results, of course, in reduced re-
liability in the Puget Sound area below what we feel is appropriate.
So we would be faced, without this legislation, with a continua-

tion of that kind of problem, which is felt by us and by the utilities
not to be desirable where you have a coordinated program in the
region.
Mr. MEEDS. Are you on the schedule now that you projected 5

years ago for construction of facilities and transmission facilities?
Mr. HODEL. No, Congressman. The schedule that was set forth in

the original hydrothermal power program in 1969, with regard to
virtually all of the hydroelectric projects, has been delayed anywheres
from 1 to 5 years. As a result of it, the transmission projections
have all been delayed in accordance with that generating schedule.
Mr. MEEDS. What was the cause of that delay?
Mr. HODEL. A number of factors. Take the Grand Coulee Third.

Powerhouse for example. Our problems there have been largely con-
struction problems; the kinds of delays one encounters in construc-
tion projects, like strike delays, the unloading of ships in Vancouver,
British Columbia of some of the equipment for the projects, for
example. The bulk of the slippages have been construction slippages.
Mr. MEEDS. Do you have any idea of the undelivered kilowatts

caused by that slippage? Could you give us just a kind of horseback
(mess?
Mr. HODEL. I would defer for the horseback guess to Mr. Gold-

hammer.
Mr. MEEDS. Go ahead and ride this one.
Mr. GOLDHAMMER. Congressman, it will be a very horseback guess

but just to take some of the delays like the delay that we had 
Mr. MEEDS. Well, enumerate them for us.
Mr. GOLDHAMMER. Well, let's go through the hydro projects first.
Mr. MEEDS. Right.



51

Mr. GOLDHAMMER. The units at Grand Coulee—the third power-
house, the first units were to be in service in 1973. They will now
be in 1975. These first three units comprise nearly 2 million kilowatts
well, it is mostly peaking capacity. The average firm power out of
those units is about 115 average megawatts.
Lower Granite was scheduled for construction in 1973. It will

be in operation in 1975. That comprises 405,000 kilowatts.
Libby Dam, the storage is available currently but the generators

that were originally scheduled for 1971, later in 1973 and now won't
be in until 1975.
Mr. MEEDS. So there was a delay from 1971 until 1975?
Mr. GOLDHAMMER. Until 1975. These were projects that were all

under construction but as Mr. Hodel mentioned, the Grand Coulee
was delayed largely on technical problems that arose. They had
adequate funding.
Lower Granite and Libby were delayed because of budgetary con-

siderations.
Then if we look at the termal projects, this year the Trojan nuclear

plant is being built by Portland General Electric and with participa-
tion by 20 publicly owned and cooperative systems and one other
investor owned utility. It was scheduled for operation in 1974. It
is now scheduled for 1975.
Mr. MEEDS. How much does that provide?
Mr. GOLDHAMMER. That is 1,200,000 kilowatts.
The Centralia coal fired plant, which is owned by four investor-

owned utilities and four publicly owned systems, came in on schedule
in 1971 but hasn't been able to operate at full capacity because of the
problems relating to air quality control. There was a loss there of
about 700 megawatts.
I might state it this way. Last year we had a drought condition.

We had a conservation program. We cut off a considerable amount of
industrial load. If the plants that were scheduled for operation had
been in service we wouldn't have had to curtail any load.
Mr. MALLORY. Mr. Meeds, if I might add something to that? I do

feel constrained to point out that this bill does not relate to the
financing of the hydro additions that the Federal Government built.
Mr. MEEDS. I understand that.
Mr. MALLORY. But is limited to the transmission by Bonneville 
Mr. MEEDS. Oh, that would be my next question. In terms of

transmission, what losses have occurred?
Mr. GOLDHAMMER. Well, Mr. Hodel just mentioned the delays

from Grand Coulee to Seattle. This means that when the Grand
Coulee units are in operation in 1975 there will not be a reliable trans-
mission system to take that power to the load centers in the Puget
Sound area. It means that if there are outages on the line, we will

have less reliable service and two large industries in the Puget
Sound area, the Intalco aluminum plant at Bellingham and the
Kaiser aluminum plant at Tacoma will have to be curtailed.
I might mention we had this situation arise in the past. But de-

lays in transmission lines are usually a matter of reduced reliability.
If there is an outage on the line, we can't carry all the load.
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In the past we had situations, and I think Mr. Harris of theAluminum Co. of America will point out, due to inadequate trans-mission there have been numerous times when the aluminum plants,for example, have been curtailed. I think the most severe situationshappened to the Intalco Co. 
Mr. MEEDS. And that happens to be in my congressional district.Mr. GOLDHAMMER. That was due to a cross-mountain 
Mr. MEEDS. There was a slippage because of finance there?
Mr. GOLDHAMMER. Yes, this was due to slippages for budgetaryreasons and also due to some problems we had of a technical natureon some of the transformers. I might mention our outages would bevery much greater, in answer to a question the chairman was askingin relation to Canada, but frequently we were able to avoid that be-cause we got some power from British Columbia Hydro.
Mr. MEEDS. Is there reason to believe that plans not only for in-creased generation but transmission will be curtailed in the future

because of a failure of the budgetary process to provide adequate
funds?
Mr. GOLDHAM1VIER. Yes, sir. I think that one of the most severe

problems we face in the budgetary process, the budgetary appropria-
tion process, is the problem of inflation. Let's take for example the
budget which we are operating under currently. The data was pre-
pared as of 1972. The costs are July 1, 1972, costs. Our construction
budget for this year is about $98 million. Well, we get to the point
in 1974 where we are construcing these facilities and we find that we
are $9 million short simply because of the cost increases. We find
that in our proposed budget that we have before Congress, which
has costs as of 1973, well, we are about $11 million short out of a
budget of $114 million simply because of inflation.
Mr. MEEDS. And isn't it also reasonable to speculate with the

passage of this legislation and the ability to sell bonds, that there
will not be that question of financing?
Mr. GOLDHAMMER. No, the Government Corporation Control Act

permits you to include in your estimates contingencies and escala-
tion in costs so that if we run short we would borrow additional
funds. We wouldn't have to delay lines as Mr. Hodel mentioned,
such as the Grand Coulee-River line.
Mr. MEEDS. Is there any reason to believe that on the failure of

passage of this legislation, and we projected $31 billion of investment
over the next 20 years, we will have to curtail that?
Mr. HODEL. Congressman, I could only speculate on that and it

would probably not be very good speculation at this time. I think the
fact that the utilities in the region who have dealt with this
problem are faced with that kind of financing obligation, the fact
that they support this legislation as clearly preferable to the alterna-
tive of continuing under the present process suggests they at least
feel there are benefits to the region.
I would assume that would be one of the benefits; that it would

provide greater certainty of the financing.
Mr. MEEDS. Of that $30 billion of investment, 80 percent is private?
Mr. HODEL. Yes, sir, that is correct. At the present time the ratio

of investment in the region is roughly 35 to 36 percent of the invest-
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ment in the electric system has been Federal. Under this approach
that drops on a percentage basis. It still is an increasing system, but
proportionately less on a percentage basis.
Mr. MEEDS. On the basis of 20 percent investment by the Federal

Government, what in percentage terms of that would be utilized for
transmission facilities?
Mr. HODEL. Approximately one-half of the 20 percent. That is the

anticipated cost of the completion of the hydro system and the at-
tendant transmission system for the generation we are talking about
in the region over the next 20 years. Well, that would be $6 billion
out of the $31 billion plus total regional investment in this area
and approximately one half of that would be for transmission.
Mr. MEEDS. So we are talking about approximately $3 billion worth

of transmission facilities?
Mr. HODEL. Yes, sir.
Mr. MEEDS. What was the appropriation or what was utilized by

Bonneville in the last 5 years for your transmission facilities? Could
you give us some explanation?
Mr. HODEL. Yes, it would be in the neighborhood of $500 million.

Roughly $100 million a year for construction plus additional amounts
also for operation and maintenance which is in each budget.
Mr. MEEDS. So even if we continued to operate at the present

level, we would have appropriated only about two thirds of what you
would need in that projected time?
Mr. HODEL. Yes, sir. Our appropriation forecasted for the next

several years indicates sharply increasing requirements for appro-
priated dollars over our past history.
Mr. MEEDS. Now in the event that the Congress continues to oper-

ate at present levels and your projections were required to be
carried out, say the $31 billion or the approximately $25 billion was
actually invested by private companies, by private and public com-
panies, in generating capacity. How will this power be transmitted?
How would it be done if we can't do it this way? And assuming it
is done, what will happen? Will it require duplicating transmission
facilities? Would it require more environmental impact statements?
Would it require more transmission facilities across the landscape in
the Pacific Northwest?
Mr. HODEL. All of those effects could result from the failure of

the presently existing system to develop in an orderly fashion. And
it becomes incumbent upon the builders of plants to attempt to seek
right's-of-way or find places to build transmission lines with regard
to a single plant as distinguished from a system approach. Again
this is a consideration. This is a consideration in the whole hydro-
thermal power program which have guided the region for the last
5 years, and that is the recognition on the part of the technical peo-
ple in the federal system, in the public agencies, in the private
utilities, that it makes much greater sense when you have an existing
facility, to upgrade that line, for instance, or to build it with
sufficient capacity to carry future generation that you anticipate will
be built in the area rather than building just enough capacity for a
single plant and then building an adjacent line and then another
and another and another.
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Our policy has been to avoid taking additional right-of-waywherever possible in upgrading lines.
Mr. MEEDS. So the chances are that upon failure of this legislationand failure of the Congress to appropriate additional funds, one oftwo things will result: either needed power will not be made avail-able in the Pacific Northwest, or if it is available, it will be madeavailable at an additional cost to private and public utilities and anadditional cost to the environment?
Mr. HODEL. I believe that is accurate, yes.
Mr. MEEDS. One of those two results? Very well, thank you.
Mr. JOHNSON. Would the gentleman yield?
Mr. MEEDS. Delighted to yield.
Mr. JOHNSON. How were you treated in the budget that was ac-

cepted yesterday on the part of the House as it related to Bonnevilile
Power Administration transmission?
Mr. HODEL. The House was very kind to us, Mr. Chairman, and

supported the budget that we had submitted to them. As Mr. Gold-
hammer indicated that budget, which was prepared based on cost
levels as of July 1, 1973, we now anticipate, is approximately $20
million short of what is necessary to carry out the program that
the House approved yesterday.
Mr. JOHNSON. The gentleman from California, Mr. Clausen.
Mr. CLAUSEN. Well, I want to join the others in complimenting

you for not only your oral testimony but the very detailed testi-
mony that you presented which will be extremely helpful for the
record and provide those who were not able to be here with the kind
of detailed information necessary for them to pass judgment on this
as the committee gives further consideration to it.
In the legislation itself it deals with the question of paying the

interest on premiums, discounts and expenses, if any, in connection
with the issuance of and principle of all bonds issued under section
13(a) of this act. This is on page 10 of the bill itself, line 15, "includ-
ing provision for and maintenance of reserve and other funds estab-
lished in connection therewith" and so on and so on.
Now, as I am sure you are aware there has been some discussion

and in certain cases possibly criticism of the fact that maybe the
rate structure is affected as the result of significant reserves being
carried forward.
Now how large is the reserve that we are referring to in this leg4

islation? How is it determined and do you have any specific limita,,-
tion on reserve?
Mr. HODEL. Mr. Clausen, my understanding is that this provision

reilates to the bonding approach and I would like to ask Mr. Ratcliffe,
who is our solicitor, to comment on that provision.
Mr. RATCLIFFE. I don't believe that any limits have as yet been

established. One of the matters that Mr. Hodel submitted for the
record was an exchange of correspondence with the Treasury Depart-
ment, where it was pointed out that we had endeavored to resolve
certain problems and relationships as between the Interior and Trea-
sury Departments. This question of reserves has not been resolved.
There is not a limit as yet imposed; simply none in the bill.



55

•

I think the idea there was that whatever reserves the Treasury
would require to make this a viable security would be the reserves
that would be established.
Mr. CLAUSEN. I see. In other words, it will be something that will

be worked out in consultation with and negotiated with the Treasury
Department?
Mr. RATCLIFFE. That is correct.
Mr. CLAUSEN. It may be necessary for us to have more information

that you obviously cannot supply now. How long do you believe that
that would take?
Mr. RATCLIFFE. I should think we could get that information very

rapidly for you.
Mr. CLAUSEN. It might be helpful if we had that information and

could put it in the record, so, Mr. Chairman, I would ask unanimous
consent that they be permitted to respond further to the question
that I have asked at this point in the record.
Mr. RATCLIFFE. If I could add 
Mr. JOHNSON. You heard the request of the gentleman from Cali-

fornia. Any objection?
Hearing none, so ordered.
You will prepare the information requested after consulting with

other officials. We will place it in the record at this point.
[The information follows:]
Section 11(b) (8) of H.R. 14168 authorizes the use of the Bonneville Power

Administration Fund for the purpose of: "paying the interest on, premiums,
discounts, and expenses if any, in connection with the issuance of, and prin-
cipal of all bonds issued under section 13(a) of this Act, including provision
for any maintenance of reserve and other funds established in connection
therewith ;"
The same reserve fund referred to in the subsection quoted above is also

referred to in Section 9 of H.R. 14168 with reference to the setting of rates
and charges by the Administrator.
The purpose for which the reserve funds referred to in the foregoing sec-

tions are to be established is directly related to the payment of debt service
on the bonds to be issued by the Administrator pursuant to Section 13(a)
of the hill. Normal and prudent cash management by the Administrator re-
quires the establishment of a reserve account to enable him to meet in a
timely manner the debt service payments provided in the security document
issued to the Secretary of the Treasury. In the open market, a typical bond
indenture would require that a reserve account be maintained in an amount
equal to the debt service requirement over a period of six months to one year.
We have been advised by officials of the Treasury Department that because

of Bonneville Power Administration's status as a Federal agency, it is not
presently contemplated that any particular level of reserve account will be
required. However, the Treasury Department does recognize that prudent busi-
ness practice would require the establishment of a reserve account in a reason-
able sum to assure the timely payment of debt service on the Administrator's
bonds.

Mr. RATCLIFFE. If I could add one further comment on that? I
would believe that the reserves that the Treasury Department would
require would be considerably less than the reserves which would
have been required had we been going to open market with bonds
and I would imagine that what Treasury anticipates doing with the
securities, whether they intend to hold them or whether they intend
to resell them, would have some impact on what the reserves would
be.
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Mr. CLAUSEN. If I understand your answer, then, it is basically a
reserve established to meet financing, I mean, sound financing require-
ments for bonding purposes?
That is to say it is not an operating reserve?
Mr. RATCLIFFE. Oh, no, not at all.
Mr. CLAUSEN. And you are not maintaining any kind of a reserve

that would be subject to criticism other than meeting the financing
requirements for bonding purposes?
Mr. RATCLIFFE. That is right, only the reserve for financing

purposes.
Mr. JOHNSON. The gentleman from Washington, Mr. Foley.
Mr. FOLEY. No questions.
Mr. JOHNSON. The gentleman from Oregon.
Mr. DELLENBACK. Thank you, Mr. Chairman. I am particularly

glad to have Mr. Hodel here. I notice that while he has occupied the
position that he has occupied for a matter of 11/2 years or so and
before that was the Deputy Administrator, this is the first time I
believe that he has appeared before this committee or this subcom-
mittee. And as a man whom I have known for more years than he
served in this position, and with whom I have a very high regard, I
am delighted to see you here now. You have done well and been very
helpful to us.
But in addition to the very helpful statement that has been pre-

sented or the statements rather that have been presented to us, and
while the prior questioning was going on, I have read your state-
ment, Mr. Hodel, and find it very valuable in building a full back-
ground for us, and I think the colloquoys that have taken place have
been helpful, but there would be a couple of things that I think
ought to be on the record that I would like to ask you about so that
we can be sure that our members of the Subcommittee know that the
record spells them out.
And to break them down for just a minute, I recognize that to a

degree some of this is going to overlap what has gone on before, but
to put it in order for me, at least, would you answer a few questions?
I read the basic problem as being that on the one hand, while you
are—and "you" meaning BPA—a key part of a very complex inter-
dependent regional power system, with the Government being part
of something that is largely nongovernmental, and as such you are
involved in trying to operate it as efficiently and effectively and with
as much reach into the future as possible, but at the same time you
are only one of a series of supplicants or applicants for Federal
money. And as the operator of a business enterprise you might be
very desirous of spending funds because in the long run they will
prove more efficient if spent and of doing a great many things in
cooperation with the other members of the joint partnership opera-
tion, but because of the competition for Federal dollars through the
appropriations process you may not be able to get those dollars?

Is this a fair spelling out of the really basic underlying problem?
Mr. HODEL. I think you summarized it very well and that situation

then necessarily raises concern on the part of all of the people with
whom we have contractual arrangements as to just how well or in
what kind of a timely fashion we will meet our obligations.

•
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Mr. DELLENBACK. And since to such a very substantial degree the

transmission of the power, however generated, is in the hands of

BPA, we are going to find that in this growth that you have out-

lined for Phase Two, largely financed by non-Federal dollars, those

who are expecting to put up the non-Federal dollars are going to be

reluctant to do that unless they are sure that the load on BPA of

doing the transmission construction and planning and implementing

is adequately carried out. Is that a fair representation?
Mr. HODEL. I think that is a fair representation of the situation,

yes.
Mr. DELLENBACK. SO it becomes extremely important that BPA

would be able to go forward, be able to go forward on a long-range

basis instead of a year-to-year basis looking to the appropriation

process to yield the dollars, which cannot be soundly planned for on

a year to year basis?
Mr. HODEL. That is correct. Each year now we do have to obtain a

new appropriation for the continuation and construction of a project
and the process has been responsive to these needs, but there is no

way today to provide the assurances to our counterparts that we will
always be able to have a responsive reaction on the part of the

budgetary process.
Mr. DELLENBACK. And I noted in your colloquoy with my colleague

from Washington, Mr. Meeds that you talked in term of very sub-
stantial amounts of money. You are talking in terms not of—and I
can't, coming from Oregon, I can't say "only $1 million in the same
sentence" because there is no such thing as only one million dollars,
but you are not talking in terms of millions, but you are talking in
terms of billions?
Mr. HODEL. Over time, billions, over 20 years.
Mr. DELLENBACK. Over a long time?
Mr. HODEL. Yes.
Mr. DELLENBACK. And it is the umbrella type need that those long-

range investments be made and what you are really doing is coming
to us with the projection that the Federal Government change a pro-
cedure in order to give the assurances to the non-Federal branch of
this joint operation that will lead them to make the investment of
the billions of non-Federal dollars that are necessary to make the
program work?
Mr. HODEL. Mr. Dellenback, the utilities in the region are highly

responsible organizations. The people who lead them are fully aware
of the tremendous responsibility they bear to provide power to the
people of the Pacific Northwest.
What we are saying here is, as you have very well summarized it,

we need to be able to assure them that when we undertake a project
and it has been approved through the process we have discussed that
we will carry it through to completion in accordance with a regional
schedule and that is essentially what this we feel presents.
Mr. DELLENBACK. And I won't go over again your colloquoy with

Mr. Meeds where you and he brought out some of the things that
will follow if this kind of a program is not gone forward with, which
are likely to follow, T mean.
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May I ask then for a simple coverage of it so that we may all
understand it, exactly how this fund would work? I gather from
the provisions of the bill which we have introduced and which you
have testified on that there would be created a fund in the Treasury
and into it would go all of the receipts and collections and recoveries
of the Administrator and cash from all sources and, secondly, all
proceeds from the sale of bonds and thirdly any appropriations made
and fourthly certain carryover monies, meaning monies in special
accounts, monies in balances of various funds.
This is what would make up the fund. Is that correct?
Mr. HODEL. Yes, sir.
Mr. DELLENBACK. And from those funds you would be able to

make expenditures which are outlined in section 11 of H.R. 14168
and they are spelled out on pages 9 and 10 and 11. Essentially those
are not expenditures to create generating facilities; those are expendi-
tures to take care of transmission facilities and operations?
Mr. HODEL. Solely. It does not include generation. We do not now

have responsibility for generation construction programs, although
we do fund them by the sale of power from them.
It is not Bonneville's role though. We only market the power from

those projects. We do not construct those projects. And this bill does
not change that relationship.
Mr. DELLENBACK. So whereas the need calls for the construction of

extensive generating capacity, we're not here dealing with the
Federal share of that generating capacity and the funds that would
be necessary for that construction?
Mr. HODEL. You are correct. We are not.
Mr. DELLENBACK. We are here dealing only with the transmission?
Mr. HODEL. Yes, sir.
Mr. DELLENBACK. Would you in your own words tell us simply

without going through all of the complexities, how you would deal
with the budgetary process, the appropriation process, and how that
would mesh with this fund we have just been talking about?
Mr. HODEL. Under the bill if it passed?
Mr. DELLENBACK. Under the bill if passed, correct.
Mr. HODEL. All right. The present process on our budget would be

followed in, I would say, in identical fashion to what it now is.
Mr. DELLENBACK. Which means you would go through the process

of preparing your own rough draft, submitting it up through the
Department, and then on to OMB, correct?
Mr. HODEL. Correct. And when we reach an approved budget, it

becomes a part of the President's budget message which is presented
to Congress. Then comes a difference in the procedure that whereas
now we go through the appropriation process and our funds are
dependent upon passage of the appropriation bill. Under H.R. 14168
and the Government Corporation Control Act there is provision for
review by Congress of those budgets which still gives and permits to
the committees the authority to make limitations or reject projects
that are not viewed as appropriate or such other indications, I gather,
as they choose to make.
Mr. DELLENBACK. So does the bill that is before you propose to take

out for review and control any of the expenditures?
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First, within the departments as you outline you would go through
the budgetary process and secondly having once arrived at that
budget you would not have any power to move ahead without first
submitting to the Congress and then the Congress can overview and
change and modify and restrict and control.
If we of the Congress with that budget before us though do not do

those particular things, then without our acting affirmatively to ap-
propriate you would be able to go forward and make these particular
expenditures?
Mr. HODEL. Yes, we would then be able to utilize monies in the fund

in accordance with the program.
Mr. DELLENBACK. Only in accordance with the program and in

accordance with the general powers that are set forth in the bill?
Mr. HODEL. Yes.
Mr. DELLENBACK. You couldn't use them for any other purpose

other than the purposes expressly spelled out in the statute?
Mr. HODEL. That is my understanding. That provision, 11 (b) , with—

well, it says: "including but not limited to" and then attempts to
list all of the kinds of functions which we expect to expend money
for.
Mr. DELLENBACK. You were doing beautifully Mr. Hodel right up

until you said "that is our understanding." I want as a statement of
fact for the record the answer and not just as statement of opinion.
Mr. HODEL. Yes, sir.
Mr. DELLENBACK. It is correct that your expenditure powers would

be limited to the authorities expressly spelled out in the bill?
Mr. HODEL. Our authorities come from this bill and the Bonneville

Act and are limited to what are in those enactments of Congress. we
cannot go beyond them to my understanding.
Mr. DELLENBACK. when you say that, you create in our minds the

spectre that maybe somebody would understand it differently. I am
just trying for the sake of the legislative record to be explicit that
under the terms of section 11 of the bill it says: "The Administrator
may make expenditures from the fund" and so on "to carry out the
duties imposed upon the Administrator pursuant to law."
Now it does go on there to say "including but not limited to" and

then it spells out section 11 but you've got to find in the statutes
either in this bill or under the general powers of Bonneville and of
the act that created Bonneville Power, you must find expressed
statutory authority in one or the other of these places to spend any
funds that are in this fund.
Mr. HODEL. Yes, sir, without reservation.
Mr. DELLENBACK. Beautifully handled. I am standing out on the

pitcher's mound, you see, and am just throwing them out to you.
Mr. HODEL. I must apologize to the Congressman. Before I went to

Bonneville, I practiced law.
Mr. DELLENBACK. Well, in real life I am a lawyer too.
Just a couple of more questions, Mr. Hodel, Now it is clear from

this bill that is before us that if you get approval on this through
this budgetary process you can then proceed to use that money as
needed even if the construction goes on over several years, is that
correct?
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Mr. HODEL. Yes.
Mr. DELLENBACK. So you wouldn't be in a short term situation;

you will have continuing authority? And this is projected as part of
the decision we will follow.
Mr. HODEL. Yes.
Mr. DELLENBACK. Will publicly owned systems and co-ops still

have preference and priority in attracting further power if this legis-
lation becomes law?
Mr. HODEL. This legislation does not affect that and it was drafted

purposely in a way not to affect the preference rights of the power
from the Federal Columbia River power system, which we market.
Mr. DELLENBACK. I think it is important we make this clear. This

does not in any way attempt to deal with preference and priorities. It
does not affect that part of the priorities and responsibilities of
Bonneville.
Mr. HODEL. That is correct.
Mr. DELLENBACK. I notice one section here, section 5, that deals

with a word which causes certain questions to arise in the Congress
and I would like to be sure of it and that is the word "condemnation."
As I read section 5, "The Administrator shall not, pursuant to the

authority of this Act" and goes on to say "(1) acquire any operating
transmission facility by condemnation: provided, that this provision
shall not restrict the acquisition of the right to cross such a facility
by condemnation."
Is my understanding of what is intended accurate, that this is not

intended to create new powers of condemnation in Bonneville to
acquire transmission facilities involuntarily so far as the present occu-
pants or owners or operators are concerned?
Mr. HODEL. You are correct in that. And I should say that present-

ly by statute the Administrator has authority to condemn but so far
as I know the history that has been related to me before my time with
Bonneville, and certainly since I have been with them, shows we
have never utilized the authority to condemn operating transmission
facilities. And it is felt appropriate that in light of the cooperative
arrangements in the Pacific Northwest, we should remove this provi-
sion as part of this bill; that we would not use borrowed funds for
that purpose in other words.

Bonneville would still have the opportunity, should it feel it was
necessary, to seek an act of Congress—and my feeling is and I cer-
tainly hope that all successive Administrators will feel that, if a time
ever arises when that kind of problem confronts us, that we should
have an act of Congress we disrupt the relationships by rather arbi-
trary or capriciously seeking condemnation and 
Mr. DELLENBACK. It is clear this bill would not create that right of

condemnation?
Mr. HODEL. This removes it.
'Mr. DELLENBACK. You are again raising a question in my mind.

Does this remove the power? This section 5 (a) says: "unless specific-
ally authorized by act of Congress, the Administrator shall not pur-
suant to the 'authority of this act acquire any operating transmission
facility by condemnation."
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In other words, it is clear that this act does not give the right of
condemnation but there is no attempt by this act to say that any
rights that are existent under other statutes are negated?
Mr. HODEL. That is correct. You are correct, Congressman. It does

not carry into this act for the use of borrowed funds what now exists
in the law with appropriated dollars.
Mr. DELLENBACK. And it certainly doesn't create any new language

to condemn under these circumstances?
Mr. HODEL. No, sir.
Mr. DELLENBACK. One last and final question and we will be sure

on it.
What would happen if at the time you needed funds and moved

into the Treasury and asked them to buy as they are bound to pro-
ceed to comply with the statute and do, but what if the Treasury had
reached its debt ceiling at that time?
Mr. HODEL. If I may use the phrase, my understanding in this in-

stance, it is my understanding that like all Government corporations
under the Government Corporation Control Act we would still be
subject to the fiscal limitations imposed on the Federal Government.
If that situation arose, we would sit with others until something was
done to alter the situation.
Mr. DELLENBACK. I would agree. It would seem to me, without any

research, but that is right. The Secretary of the Treasury, even when
mandated to do certain things under trust funds and the like, if there
is no power to go beyond a certain debt limit he just plain can't do
it. So you are aware of that limitation?
Mr. HODEL. Yes, sir.
Mr. DELLENBACK. Even though section 13 of the bill talks in terms

of "The Secretary of the Treasury shall purchase forthwith" but we
recognize that as an obligation.
Now what about your intentions if by the time that ceiling should

be reached if and when that should happen, what if inflation has
made it such a pressure on you in the interim that you haven't been
able to do everything that you wanted to do with that $1,250 million?
Mr. HODEL. We would expect to come back to the Congress and seek

additional authority as would seem appropriate at that time.
Mr. DELLENBACK. We would hope that that doesn't prove necessary

either from the inflationary standpoint or from the standpoint of
what you need do, but you recognize that.
Thank you and thank you, Mr. Mallory, and Mr. Goldhammer. We

appreciate this and it has been very helpful.
Mr. JOHNSON. The gentleman from California, Mr. Hosmer.
Mr. HOSMER. I have studied this plan and see it as a very clever

and progressive scheme to accomplish a particular purpose. And
when we enter into these areas where the nature of the activity by
Government is more of that of a business activity than it is that of a
government activity there is every justification in the world for
attempting to adjust the financing features of the scheme to those
which are normally used by the business community. And in this
particular case I know that the plan has been carefully worked out
or discussed with investment bankers, who would be expected to

39-196 0 - 74 - 5
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handle these bonds as they come to the market and as a consequence
the various difficulties that might otherwise have occurred with them,
they had anticipated and eliminated. All in all I would congratulate
the Bonneville people in coming forward with such a plan as this.
As a matter of fact, I am expecting to steal some of the features of

it for another Government corporation which I would like to see
established, the U.S. Enrichment Corporation. Thank you, Mr.
Chairman.
Mr. FOLEY. Mr. Chairman, I am delighted to hear that elegant

statement on behalf of the gentleman from California. If we had a
quorum present I would move the immediate passage.
Mr. JOHNSON. We haven't heard from all of the witnesses yet.
The majority counsel, Mr. Casey, has some questions.
Mr. CASEY. I would like to discuss very briefly section 13, page 13,

the general subject of interest rates.
Mr. Hodel, your authority is by delegation from the Secretary and

he derives his authority from what acts of Congress?
Mr. HODEL. The basic act is the Bonneville Project Act of 1937 as

amended.
Mr. CASEY. Do you receive any marketing authority from section 5

of the Flood Control Act of 1944?
Mr. HODEL. Yes.
Mr. CASEY. And from section 9 of the Reclamation Project Act of

1939?
Mr. HODEL. Yes.
Mr. CASEY. Now, in the case of the Bonneville Act, is the formula

for establishment of interest rates discretionary with the Secretary?
Mr. HODEL. Mr. Casey, so far as I know, I don't know the source

of it. We can supply that for the record but the interest rate which
we now pay on Federal investment in the Pacific Northwest on elec-
tric projects, the rates are set by the Secretary of the Interior pres-
ently pursuant to Secretarial Order No. 2929—oh, excuse me, on the
transmission system. I want to correct that.
Mr. CASEY. That is on Bonneville investments?
Mr. GOLDHAMMER. On Bonneville investments.
Mr. JOHNSON. Now if there is additional information that should

be placed in the record in response to the question, I would ask per-
mission that be authorized.
Is there objection to receiving additional information?
Hearing none, so ordered.
[The information referred to follows:]
On January 29, 1970, the Secretary of the Interior issued Departmental Order

No. 2929, establishing a standard formula applicable to all Interior power
agencies for fixing the interest rates for repayment purposes on new system
transmission facilities for which administrative discretion to establish such
rates is vested in the Secretary of the Interior. The applicable rate for Fiscal
Year 1970 was established at 47/8% as the formula for annual adjustment based
upon the average yield during the preceding Fiscal Year on interest bearing
marketable securities of the United States having remaining terms of 15 years
or more.
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A copy of Departmental Order No. 2929 is attached hereto.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., January 29, 1970.

[Order No. 2929]

Subject: Standard repayment interest rate formula for new Federal power

projects and system transmission facilities

Sec. 1 Purpose. The purpose of this Order is to establish a standard formula

applicable to all Interior power agencies for fixing the interest rates for repay-
ment purposes on new Federal power projects and system transmission facili-

ties for which the administrative discretion to establish such rates is vested in

the Secretary of the Interior. The resulting rates will more closely reflect the

current interest costs of money borrowed by the Federal Government than the

rates which have been utilized in recent years.
Sec. 2 Authority. This Order is issued pursuant to the authority of the Secre-

tary of the Interior under section 9(c) of the Reclamation Project Act of 1939,

53 Stat. 1194, 43 U.S.C. 485h (c) ; section 5 of the Flood Control Act of 1944,

58 Stat. 890, 16 U.S.0 825s; sections 6 and 7 of the Bonneville Project Act, 50

Stat. 734, 735, as amended, 16 U.S.C. 832d, e; Reorganization Plan No. 3 of

1950, 5 U.S.C. 133z-15, note (1964 ed.); and Section 2 of the Act of Junie 14,

1966. Public Law 89 448, 80 Stat. 200, as amended.
See. 3 Definitions. For the purpose of this Order:
(a) The term "Federal power project" means any reservoir project of the

Department of the Interior or the Department of the Army which includes the

generation of electric power as one of its purposes, or any unit or separable

power feature thereof, which is treated as a separate entity for repayment

purposes, including transmission, substation and other appurtenant facilities.

(b) The term "system transmission facilities" means transmission lines,

substations and appurtenant facilities which are treated for repayment purposes

as a separate entity not a part of a Federal power project.
(c) The terms "new Federal power project" and "new system transmission

facilities" mean a Federal power project or system transmission facilities the

construction of which is initiated after the date of this Order.
Sec. 4 Interest rate formula.
(a) Except as otherwise provided by law, the interest rate to be used for

computing interest during construction and interest on the unpaid balance of

the costs of new Federal power projects and new system transmission facili-

ties which are properly allocated to commercial power development, shall be

the applicable rate, as hereinafter provided, during the fiscal year in which

funds are first appropriated to initiate construction of such projects or

facilities.
(b) The applicable rate for fiscal year 1970 shall be 4% percent.
(c) Each subsequent fiscal year, the Assistant Secretary—Water and Power

Development shall request the Secretary of the Treasury to inform him of the

computations made as of July 1 in accordance with subsection (d) for the

preceding fiscal year. If the yield rate so computed does not differ from the

applicable interest rate used by Interior for the previous fiscal year by more

than 1/2 percent, the applicable rate to be used by Interior shall be equal to

the yield rate. If the yield rate differs from the applicable interest rate used by

Interior for the previous fiscal year by more than 1/2 percent, the applicable rate

to be used by Interior shall be the applicable rate used in the previous fiscal

year increased or decreased by 1/2 percent toward the yield rate.
(d) For the purposes of this section the yield rate is the average yield during

the preceding fiscal year on interest-bearing marketable securities of the United
States which, at the time the computation is made, have terms of 15 years or

more remaining to maturity. The average yield shall be computed as the

average during the fiscal year of the daily bid prices. Where the average rate

so computed is not a multiple of one-eighth of 1 percent, the rate of interest

shall be the multiple of one-eighth of 1 percent nearest to such average rate.
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(e) The Assistant Secretary—Water and Power Development shall annually
advise the power agencies of the applicable interest rate for the current fiscal
year.

WALTER J. HICKEL,
Secretary of the Interior.

Mr. JOHNSON. So if you have additional comments, et cetera, from
your solicitor or yourself, get that in for the record and we will place
it in the record.
Mr. CASEY. Mr. Chairman, I might request pursuant to that order

that we be supplied with the Secretarial order and that we further
be told at this time what interest rate that order results in for this
fiscal year. If anybody can tell us that?
Mr. HODEL. At the present time our investment is at a 55/s percent

interest rate. We anticipate, 'pursuant to the Secretarial Order, com-
mencing July 1, it will be 61/8 percent.
Mr. CASEY. Now could you estimate for us what interest rate would

flow from the formula that is expressed on page 13 of the bill start-
ing with the sentence which reads: "Such bonds shall bear interest
at a rate determined by the Secretary of the Treasury taking into
consideration the current average market yield on outstanding" and
so on.
Mr. HODEL. I would like to refer that question, if I may, to Mr.

Katzin, who has reviewed that aspect of the bill.
Mr. KATZIN. Mr. Casey, the formula, as you noted, is a two part

formula and the first part is based upon the rate for Treasury bonds,
but since this is not a direct obligation of the Treasury nor is it guar-
anteed, there is a plus factor and it is the plus factor which has
required some analysis and really cannot be answered definitively.
But we have advised Bonneville of our professional opinion as to
where we think these bonds would come in the market were they to
be offered. And we feel they fall somewhere above in quality the TVA
and Triple A utility bonds and somewhere in the area of the govern-
ment agency bonds which are in the marketplace.
Now that interest rate varies from day to day. I can give you an

opinion of where we think it might be today.
Mr. CASEY. well, just roughly. It doesn't vary a percent or 2 per-cent or 'anything like that day by day?
Mr. KATZIN. Well, the long term bonds of the federal government.the issue that matures in 1999, is selling today at about an 8.12 yieldand the TVA, they are long bonds, are selling at 8.44.
Mr. HOSMER. What was the comparable interest a year ago? Whatwas the comparable figure a year ago?
Mr. KATZIN. I think we are about 11/2 points or maybe 2 pointsabove where we were. This comes from memory.
Mr. HOSMER. What will it be a year from now?
Mr. KATZIN. I am the wrong witness to ask for that.
Mr. CASEY. We have, I think by your testimony, established thatithere s probably a swing on today's criteria and today's market ofone to two percent between what Mr. Hodel would be obliged tocharge for appropriated funds and what some of these bonds mightindeed sell for if they were available today?
Mr. KATZIN. That is correct.
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Mr. CASEY. Would it be your feeling then Mr. Administrator, that
the flexibility and the ability to manage more effectively and effi-
ciently on-going construction programs would result in operating effi-
ciencies sufficient to offset this apparent or this hypothetical interest
burden that I have identified here? Have you made any estimates on
that subject?
Mr. HODEL. We think that the increased cost, whatever the range

would be, that we have identified, as Mr. Kazin has testified to here,
is a reasonable price to pay for the flexibility and reliability. We also
think there would be some offsets to the increased interest rate. For
instance, I did mention earlier the line that we have delayed. At the
present time the delay of that line is going to have a direct and im-
mediate impact on the overall cost of that line, which if treated as
an offset to the increased interest expense might very well make a
significant difference in the amount.
So we do feel that whatever increase results here, within the

range we are talking about, is a worthwhile expenditure.
Mr. CASEY. Mr. Chairman, we frequently have these coalitions of

strange composition come in here. They make me a little nervous as
to how long they will stay united. You have a lot of preference cus-
tomers and I am wondering what the chances are of their falling out
when they really realize there is a couple of percent of interest going
into their rate base? I am simply trying to envision some arguments
to use for them to stay in.
Mr. JOHNSON. Mr. McFarland, do you have anything special?
Mr. MCFARLAND. I would like to ask Mr. Hodel one question. You

indicate 
Mr. JOHNSON. Mr. McFarland, I might say, is semiretired but is a

consultant to the committee and has a lot of expertise. He has been
through this whole ball game since it started.
Mr. MCFARLAND. You indicated your annual programs for ex-

penditures comes from the regular procedure?
Mr. HODEL. Yes.
Mr. MCFARLAND. It carries with it—in other words, your annual

program has administration approval?
Mr. HODEL. Yes, sir.
Mr. MCFARLAND. Now when it comes to the Congress, Mr. Hodel,

why do you not trust the Congress to appropriate these funds? Why
do you ask that the appropriations process be bypassed?
Mr. HODEL. Mr. McFarland, candidly, our problem in the last few

years has not been with the response Congress has made to the re-
quests we have made to the Congress. Our problem has been as EL
part. of a budget process taking into account numerous factors in-
cluding human factors, at the budget establishment level within the
administration. We find ourselves competing, and not always suc-
cessfully, with human resource programs.
Mr. MEEDS. Mr. Hodel, wouldn't it be more proper to say that the

budget process or the appropriations process is not being bypassed
but that it is being supplemented?
Mr. HODEL. Yes, sir.

39-196 0 - 74 - 6
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Mr. MCFARLAND. But what is wrong with Congress appropriating
from the fund? You have established the fund into which the sources
of revenue and so forth go. What is wrong with Congress appropri-
ating from the fund like we do in the land and water conservation
fund for instance?
Mr. HODEL. I would like to have Mr. Katzin respond.
Mr. KATZIN. I think the answer is Congress is in effect appropriat-

ing from the funds but the funds need to be supplemented by outside
lapital from the capital market since you will not be taking it from
tax receipts.
Mr. MCFARLAND. But Congress doesn't appropriate from this fund.

You would have the authority to go ahead and expend from the fund
without any appropriation from Congress.
Mr. HODEL. Mr. McFarland, the Congress will approve the ex-

penditure or must approve the expenditure.
Mr. MCFARLAND. Let's say 'Congress disapproves one.
Mr. HODEL. If Congress disapproves, my understanding of the

Government Corporation Control Act is that they indicate their
disapproval and that prevents the expenditures.
Mr. MCFARLAND. Who does it?
Mr. HODEL. The Appropriations Committee with a line item in the

Appropriation Act in a given year. And each year our budget would
come back to the committee, contain updates on the projects, identify
expenditures made and expenditures anticipated and Congress would
continue to have the full review that it now has and—
Mr. MCFARLAND. If Congress can disapprove a line item, what is

wrong with the Congress making the appropriations from the fund?
Mr. HODEL. As Mr. Katzin indicated—
Mr. MCFARLAND. There is no point in pursuing this, Mr. Chairman,

but this is a problem that is going to cause more controversy on this
bill when it gets to the floor, I think, than any other one in it. So it
is just my thought to bring this out.
Mr. DELLENBACK. Mr. Chairman?
Mr. JOHNSON. The gentleman from 'Oregon.
Mr. DELLENBACK. I think Mr. McFarland has asked a very soundquestion and it is one that we are going to have to be prepared toanswer in connection with this. And it would seem to me that thegeneral thrust of the answer is a realistic one. You touched on thefirst part of it, Mr. Hodel, you made the point that in the budgetaryprocess of going through all of the internal administrative—and Iam not referring to this administration because I think it just getsmore complex in whatever administration is in—but in going throughthis process, find that every dollar we ask for this purpose is in com-petition with another kind of request and it is going to look muchmore stringently and much more carefully at it than if there is aset aside fund. So that is the first part of the answer.
And then Mr. McFarland comes in with the second part: Oh,there are other special funds. The earmarked funds are not unusual.We do it under land and water conservation. So if you insist there bea special fund available, why not instead of dipping the dye in favorof the expenditures, say that at least you ought to go affirmatively
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and ask for affirmative action by the Congress to appropriate that
fund as it does in land and water conservation?
It seems to me the answer revolves around the unique nature of

the relationship of the Federal Government with the non-Federal
agencies. And whereas in land and water conservation we are prin-
cipally talking about Federal expenditures, and not coordinating
Federal expenditures with non-Federal expenditures, but here we
have a very special situation where really generating capacities, for
example, with those the bulk of those funds come from non-Federal
sources and we as the Federal Government, we yet play a key role
and we must be able to give those non-Federal sources every assur-
ance possible that what is really thought to be necessary will be made
available.
And I think quite frankly as a realistic thing we make it more

likely by saying if you propose an expenditure unless the Congress
says no to it that the Congress will not say no to it and the expendi-
ture will be made.
It is not a gigantic step from that to say you must go to the Con-

gress and affirmatively ask for affirmative action by the Congress but
I think it does ma'ke it more difficult to be assured of those particular
expenditures.
And it is in this area of difference that we are going to have to be

sure of our grounds and be sure because the questions Mr. McFarland
asked are going to be asked on the floor and all through the legisla-
tive process, our grounds are firm.
Mr. MALLORY. If I might add something to this? I think another

problem we have faced in this long range planning for electrical
reliability is the need for assurance that the funds will be available.
You all have a horrendous job to do that here. 'Sometimes it happens
when July 1 comes around, and the planning just can't be augmented
with the funding level they have looked for, and the bill is not
passed by then, it makes it very difficult for electric reliability plan-
ning. And I think that freedom from this process is something that
you have hit on very well in your exposition.
Mr. DELLENBACK. Have there been many times that we haven't

appropriated all appropriation bills by July 1?
Mr. JOHNSON. Just one question. On the moneys that 'Congress has

made available to you, what has happened? Have all of those funds
been released to you or have you experienced withholdings, impound-
ments, budgetary reserves, etc., the same as the other departments
and agencies of our 'Government?
Have you been confronted with that? Is that a problem?
Mr. HODEL. To the best of my recollection, Mr. Chairman, we have

not suffered an impoundment problem on our funds for construction.
If I may expound.
Mr. HANSEN. There have been a few.
Mr. HODEL. I am advised there have been a few occasions where we

have encountered such impoundments.
Mr. JOHNSON. Any further questions?
The minority counsel, Mr. Leppert, do you have any?
Mr. LEPPERT. No, thank you, Mr. Chairman.
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Mr. JOHNSON. Well, we want to thank you Mr. Mallory and Mr.
Hodel and your people there. You have done a wonderful job in
responding to the questions. You have placed a lot in the record.
We will have to take a hard look at it and try to do the best we can
in resolving our difficulties within the Committee and based upon the
action of the Senate we will be ready.
Mr. HODEL. Thank you, Mr. Chairman.
Mr. JOHNSON. Our next group of witnesses will be headed by Mr.

Gordon Culp, attorney, representing Pacific Northwest Utilities Con-
ference Committee, the policy committee, also accompanied by Mr.
Alan H. Jones, general manager, water and light department, Mc-
Minnville, Oreg., and Mr. George L. Beard, senior vice president,
power resources and power planning, Pacific Power & Light Co.,
Portland, Oreg., and finally Mr. Lyman J. Harris, Northwest area
power manager, Aluminum Co. of America, Vanconver, wash.
We are very glad to have with us this very able group before us.
Mr. Culp, you may proceed and I would say that all of your state-

ments, if you have statements for the record, will be placed in the
record in full in the order of presentation.
You may summarize your statements.
Mr. Culp, we will start with you.

STATEMENT OF GORDON CULP, ESQ., ATTORNEY, REPRESENTING
PACIFIC NORTHWEST UTILITIES CONFERENCE COMMITTEE—
POLICY COMMITTEE, ACCOMPANIED BY ALAN H. JONES, GEN-
ERAL MANAGER, WATER & LIGHT DEPARTMENT, MeMINN
VILLE, OREG., AND CHAIRMAN, PUBLIC POWER COUNCIL;
GEORGE L. BEAD, SENIOR VICE-PRESIDENT, POWER RESOURCES
& POWER PLANNING, PACIFIC POWER & LIGHT CO., PORTLAND,
OREG.; AND LYMAN J. HARRIS, NORTHWEST AREA POWER
MANAGER, ALUMINUM CO OF AMERICA, VANCOUVER, WASH.,
REPRESENTING DIRECT SERVICE INDUSTRIAL CUSTOMERS OF
THE BONNEVILLE POWER ADMINISTRATION

Mr. CULP. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, I will drastically

curtail and summarize this rather lengthy statement that we did put
in the record after which we would ask that the other gentlemen be,
you know, permitted to say a few words.
Mr. JoHNsoN. Certainly.
Mr. CULP. I would first say that the Policy Committee of the

Pacific Northwest Utilities Conference Committee, for which I
speak, contains representation from over 100 public agencies and
electric coops, four investor owned utilities in what we call the West
Group of the Northwest Power Pool Area, and 19 individual indus-
trial companies that are direct purchasers from BPA.
We have included in the written statement a complete list of these

organizations. It appears after page 13 of my written statement.
As Mr. Hodel has referred to and has been otherwise described to

you here. we believe that the power system in the Pacific Northwest
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is indeed unique, primarily from the standpoint that it is comprised
of these many many utilities of every kind that maintain their own
independence and autonomy but at the same time through many co-
operative programs operate an integrated and coordinated very large
regional power system.
In order to do that, for many years almost from inception let's

say of the Bonneville program, it has been necessary that the various
segments of the industry contribute to the overall regional plan im-
pirtant parts of the facilities, of the know how, of the operating
availability in order to make the whole thing work.
As has been described slightly as we go out into the future the

amount of the capital requirements will rather more heavily fall into
the non-Federal sector, both the public agencies and the investor
owned utilities with help from the direct service industries also be-
cause with an increasing increment of thermopower needed for firm
energy purposes, the proportion of the hydropeaking and transmis-
sion that would be provided by the Government will become a con-
tinuously lesser proportion of the total capital requirements.
Having said that, this does not at all reduce the necessity of an

integrated backbone transmission grid in order to make the whole
system work.
That transmission grid is, as you know, now primarily to the

extent of about 80 percent, is the Federal BPA grid. The need for
its orderly continuation is greater today than it was before for the
many financing reasons that have been discussed and I won't need
to go back into here.
But it is because of that imperative of the reliable, orderly develop-

ment of a backbone transmission system that this bill comes about.
As you know it provides a financing method to be able to develop
the system. It is not intended to change anything else with regard
to the way the Northwest Power System operates or fits together.
We think it is a very good system and that it works and we are

trying everything in our power to keep it developing along the lines
that have proved so successful in the past.
Now I mentioned that we worked with all of these organizations,

who are members of the policy committee or represented on that
Policy Committee. We also dealt with and discussed all of this with
certain companies like Montana Power Company, Idaho Power Co.,
Utah Power Co. and Light Co., which are in the eastern side of this
general area. They have some differences of opinion with this bill
which they will describe themselves later on. All of these have been
known to us from the beginning.
We have, you know, worked with them and tried to work this out

on a very open basis. There have been no secrets anywhere in the
Northwest, you know, as to who stood where in the process of trying
to prepare this bill.
The original bill or at least the concept of this bill was prepared

in the Northwest through cooperation of the Policy Committee and
its various participating organizations and Bonneville and the other
Federal power agencies. We arrived at a consensus bill that all of
these organizations represented on the policy committee could sup-
port. It represented many many compromises and accommodations
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amongst the various segments of the industry in order to get a con-
sensus with which we could appear as we are doing today and say
this very large group can live with this.
Now after that was completed, by Bonneville that is, it was de-

livered to the Department, of course, and went through the Execu-
tive Department for its comments. And as you know, it was brought
to the hill as an Executive Communication. And thanks to the assist-
ance of many of the fine members of this committee, we had many
sponsors who introduced the bill.
Now as it went through the Executive process, the Departmental

review process, they did make one major change in the type of bill
that had been prepared in the first instance in the Northwest. That
change was: we had prepared it on the basis that the bonds would be
offered on the general money market, the regular money market di-
rectly. As a result of the desires of the administrative departments,
that was changed in order to make it so that these bonds would be
sold to the Treasury exclusively, perhaps resold by the Treasury in
their discretion thereafter. That required many word changes, but
all of them or substantially all of them related to that basic change.
We have reviewed this bill extensively since it was introduced.

The same group that worked on it in the first instance reviewed it.
We have proposed several amendments which are all set out and
contained in the written statement that I have submitted.
Some of them are merely for clarification. Some of them have a,

little more substance to them than that but in all cases we don't be-
lieve any of the amendments we suggest would create a change in the
intention of the people in the Northwest as to what this bill should
accomplish at the time it was put together. It sometimes left out
things that we intended that we didn't think were said. Others merely
clarify something that we think should be a little clearer.
We don't believe any of the amendments change anything basic

that was intended from the very inception of this.
I might only just in closing mention only two of the amendments

that we have proposed, not to make them sound more important, but
only to call attention to a couple of things. If you will refer to page
10 of my written statement, we ask for the addition of a provision
on page 4, following line 2, the second proviso in the marked up
bill which reads:
And provided further that the Administrator shall not commence construc-

tion of a new project without approval of the committees of the Congress to
which his budget is submitted Or by which it is reviewed.

This proposed amendment I believe relates in some way to the
discussion that just went on previously when Mr. Hodel was here
having to do with the review and approval process. Throughout the
time that we worked on the bill back home it was everyone's under-
standing that a part of this package of procedures by which each
interested part of the industry would have methods to be heard and
a kind of a balance of the controls on this whole regional system,
that one of the pieces of that whole collection of things was that we
thought that, as to new starts, that there should be an affirmative go
ahead from someone, not necessarily from Congress, as an act of
Congress because I recognize there are some problems that may arise,
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but at least from the appropriate committees of Congress more in
following the procedures that have been followed in the past on sev-
eral types of programs that we have had.
So that it was the intention of that proposed amendment to make

it clear that as to new starts, the appropriate committees should how-
ever informally say it is okay to go ahead with that program.
The other side of that is we think it is equally important that

once a project a new project has been approved once, that it need
not be annually .affirmatively approved again, but it can go forward
then in accordance with a businesslike time schedule.
We believe that that part is carried out by the normal operation

of the Government Corporation Control Act in which year after year
would be included in the budget and be in Congress for review ac-
cording to the regular provisions of the Government Corporation.
Control Act but would not without something further being said re-
quire continuing affirmative approvals on previously approved pro-
jects. Now we have thought in the Northwest that Congress would
probably want to have that modicum of continuing control as they
have in the past over new projects and in the region we too would
want that additional way to make everyone's views heard before com-
mitments to new projects under this bill.
Only one other amendment that I will mention and it is shown on

page 11 of my written statement and is numbered number 8, shown
on page 4, line 25 of the bill, which is a proposed amendment to
somewhat we hope explain some parts of the standards that we
have put in the bill or the provisions we have put in the bill to try
and reduce the possibilities of duplicating facilities and to protect
the autonomy of local utilities in such cases where that autonomy
wouldn't be injurious to the public.
I just call your attention to that. It is a very important part of

the bill in terms of the local compromises that went into it and is
also involved with some of the disputes we had with other utilities
at the edge of the region who will address themselves to it later.
We had some discussions as to some possible legislative history

questions that might clarify some of those problems. Mr. Hodel has
referred to them also in his testimony.
That is more time than I intended to take and I think I will quit

at that point.
[The statement of Gordon Culp in full follows:]

STATEMENT ON BEHALF OF THE POLICY COMMITTEE—PACIFIC NORTHWEST

UTILITIES CONFERENCE COMMITTEE, SUBMITTED BY GORDON C. GULP

INTRODUCTION

I am Gordon C. Culp of Culp, Dwyer, Guterson & Grader, Seattle, Washing-

ton, speaking on behalf of the Policy Committee Pacific Northwest Utilities

Conference Committee. I am accompanied by Mr. Alan H. Jones, General Man-

ager, Oity of McMinnville, Oregon Water & Light Department, and Chairman

of the Public Power Council; Mr. George L. Beard, Senior Vice President,

Pacific Power & Light Company, Portland, Oregon, representing investor-owned

utilities in the Pacific Northwest; and Mr. Lyman J. Harris, Northwest Area

Power Manager, Aluminum Company of America, Vancouver, Washington,

representing the Bonneville direct service industrial customers.
The Policy Committee is a voluntary, non-governmental committee composed

of representatives of 107 publicly-owned and cooperative electric systems and
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4 investor-owned electric utilities in the Pacific Northwest and 19 industrial
companies that purchase electric service directly from the Bonneville Power
Administration. A list of represented organizations is attached at the end of
this statement.
Following presentation of this statement, with the Committee's permission,

my three colleagues will add brief statements. Many other representatives of
utilities and industries in the Northwest are present in the room and will be
available for questions.

THE UNIQUE POWER SYSTEM OF THE PACIFIC NORTHWEST

Mr. Chairman, the Pacific Northwest has a unique power system in which
utilities of all kinds and Federal power agencies retain their individual identi-
ties but operate a very large regional power system on a coordinated basis for
the maximum overall benefits. No other part of the country has quite the same
necessities and opportunities for cooperation between Federal agencies and all
non-Federal segments of the industry; and this proposed legislation, which is
an integral part of that cooperative effort, probably would not apply in any
other region.
The Columbia River and its major tributaries were especially adapted to

multi-purpose development by the Government for realization of the greatest
public benefit. The hydro-electric generating facilities associated with that great
multi-purpose development are a very important component of the regional
power system.
The non-Federal investor-owned, public, and cooperative electric utilities

always have been the sole retailers of electricity to residential and commercial
consumers and to all industries except a limited number of large basic indus-
tries served directly by BPA. These non-Federal utilities, too, have developed
large hydro-electric power sources anid some sources of thermal power. They
have also provided substantial portions of major transmission that are especial-
ly appropriate to their individual needs; and they have developed all of their
distribution facilities.
The BPA transmission system as initially constructed was designed to take

power from Federal hydro generating projects to load centers nearer the
Pacific coast, particularly to the loads of utilities entitled to a preference under
Federal power legislation. There were economies and advantages in reliability
to be derived from interconnecting Federal facilities with those of other systems
controlling generating resources, and the urgency for energy in the World
War II production effort provided incentives to interconnect systems within the
region in order to realize the economies of a region-wide integration of
resources.
Largely as a result of this emphasis upon interconnection and integration, as

well as the scale of Federal hydro development, the Federal grid became the
dominant factor in linking all of the utilities in the Pacific Northwest into a
single operating entity serving the entire region—encompassing Federal genera-
tion n nd privately-owned as well as non-Federal publicly-owned generation and
distribution.

Despite controversy from time to time as to What was or what was not
properly a responsibility of BPA, both publicly-owned and privately-owned
utilities in the region have come to see the benefits of a fully integrated trans-
mission system within the region, in which the major portion of the high
voltage (230 kv and higher) transmission has been constructed by BPA. BPA
presently provides about 80 percent of the transmission grid in the Pacific
Northwest.
Thus, the BPA grid is a major element in the regional power system and

cannot be separated from it. To maintain a reliable system in the future, new
lines must be added to the BPA grid whether such lines are most directly
related to Federal or non-Federal generation.

THE PACIFIC NORTHWEST HYDRO-THERMAL PROCYRAM

In the mid-1960s, it became apparent that the region was approaching the
end of an era in which it could rely almost entirely on hydro-electric sources
for its power generation, and that we must conceive an energy program which
would add thermally produced power to the regional power supply. From this
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recognition came the creation of the Pacific Northwest Hydro-
Thermal Program

in 1969, a consensus program of the local public and cooperative 
power systems,

investor-owned utilities, the Bonneville Power Administration
 and Department

of the Interior, the Corps of Engineers, and, of course, the Congre
ss. Under this

program the Federal Government will complete installation of generating

facilities, especially peaking power facilities, in the Columbia 
River system.

BPA continues to fulfill its traditional role of marketing hydro-e
lectricity from

Federal dams of the Columbia River system, and it also acqui
res through a

net billing process with its preference customers the outputs 
of public non-

Federal thermal power plants which it markets to its custom
ers, including its

commitments to basic industry.
For their part of the program, the public and private utilities of t

he region

embarked on a very large program of financing and building 
nuclear power

plants, coal-fired thermal plants, and additional hydro-electric resource
s to help

meet the total needs, timing and locating the plants for the best 
advantage of

their individual systems and the region as a whole. BPA has c
ontinued to

develop the increased transmission line capacity required to fulf
ill regional

needs.
The hydro-thermal accord has not in any way reduced the need for

 the BPA

transmission system as the backbone regional transmission grid. O
n the con-

trary, the evolving program makes the Bonlneville grid even m
ore necessary

and desirable. The creation of large thermal generating plants and 
new hydro-

electric resources at many locations throughout the Pacific Northwe
st and the

complexity of the growing system make it increasingly logical an
d necessary

that there be a properly planned, constructed and operated regiona
l transmis-

sion system to move power from point to point. Concern for the 
environment

and proper use of our lands, as well as operating efficiencies, add great
ly to the

need for a regionally integrated transmission system without duplic
ation of

facilities. The Bonneville grid fulfills this role throughout most of the 
region,

and its continuing development and improvement as and when n
ecessary to

meet requirements in the region is of crucial importance.

The ability of BPA th acquire power through net billing runs out in abou
t

1983. For that and other reasons, the hydro-thermal program must evolve i
nto

a second phase, continuing the basic concept that each segment of the 
indus-

try will provide portions of the total facilities needed to meet regional 
re-

quirements, but with some changes in procedures that experience suggests.

PHASE 2 OF THE HYDRO-THERMAL PROGRAM

By last December, following about one year of analysis and discuss
ion by

the Federal power agencies and all participants in the Policy Committe
e, the

outline for a Phase 2 program was developed. If proper decisions can be

reached on some basic points, we are confident it can become a sound 
program

for meeting the power needs of the region.
Though the Government will continue and complete installation of the hydr

o

generating capacity of the Federal Columbia River system, this phase 
recog-

nizes that BPA can no longer after 1982-83 supply all of the load growth of its

preference customers and requirements of its industrial customers from 
power

supplies generated by the Government or received under net billing agree-

ments. Present and future supplies of Federal hydro-electricity, toget
her with

thermal energy received by BPA under Phase 1 net billing agreements
, will be

allocated to BPA customers and marketed to industrial customers 
and private

utilities in accordance with the Bonneville Act and appropriate contracts c
on-

sistent with that Act and other Federal laws.

Public bodies and investor-owned utilities will each provide the c
apital re-

quired and secure the necessary plant construction for their future load
 growth.

BPA will continue to supply the requirements of the smaller (below 
25,000

average kilowatts) preference bodies and load growth of direct servi
ce indus-

try due to technical advances, acquiring energy for these purposes by 
ex-

changes. BPA will provide an agency service to preference bodies or indu
stries

desiring that BPA purchase power for their accounts. However, these entit
ies

will also have the option to construct resources OT purchase power 
directly

from other plant owners. The direct service industries are to assist in the

financing of plants from which they benefit. Various combinations of own
er-
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ship and participation in generating plants are possible, and construction efforts
by all participants will continue to coordinate on a regional basis for the
maximum benefit for all.

Success in achieving these objectives will require a massive financial com-
mitment by the non-Federal utilities (in addition to Federal commitments for
additional hydro generating units) and it will require important additions to
the BPA transmission facilities as and when needed to make the whole thing
work.
We had hoped to be able to do without any legislation, but, because of the

imperative that necessary transmission be completed on time, we concluded
that it has become necessary that Bonneville have the self-financing authority
provided in H.R. 14168. The non-Federal utilities must plan ten years and more
ahead for major power plants. The ability to finance power plants requires
assurance that there shall be transmission lines over which to market the
power. Assured transmission lines require assured financing for the lines them-
selves, and the bonding authority we seek for BPA will provide such assur-
ance that the transmission lines can be financed when necessary to meet the
power plant schedules.
We recognize that financing of transmission through the bonding authority

contained in H.R. 14168 may result in some increase in interest costs for
Federal transmission facilities compared to the costs that would be paid by
Northwest consumers if the Federal appropriations and funding processes were
to continue as the exclusive method of financing. But we believe the financial
losses, as well as the loss of system reliability, that can result from delays in
transmission construction could cause vastly greater injury to the public. We
owe the security provided by this bill to the bond holders who underwrite the
non-Federal thermal plants, and we owe the reliability of an adequate and
timely-built transmission system to the people of the Pacific Northwest.

DEVELOPMENT OF H.R. 1 4 1 6 8

Development of regional decisions through consultation among all segments
of the industry has been required and has been the way of life in the Pacific
Northwest for thirty years or more. But the importance of Phase 2 and this
bill convinced us to form a new regional group—a single reporting and nego-
tiating committee that would represent all interested entities in the industry
and could participate in the entire process of forming the program. Therefore,
the Pacific Northwest Utilities Conference Committee, a voluntary group of
some public agencies and four investor-owned utilities which has carried out
certain regional studies and activities for 28 years, agreed to form the Policy
Committee which expanded representation to include all electric cooperatives,
the remaining public agencies, and the BPA direct service industrial customers.
Like the original Conference Committee, it is a consensus group that takes no
acdon that is legally binding on any of its participating organizations. All
public agencies and electric cooperatives in the region are participants in an
activity named the Public Power Council which represents those agencies on a
wide spectrum of matters, and the entire executive committee of the Public
Power Council has membership in the Policy Committee. The formation of the
Policy Committee was completed in February 1973, and it went immediately to
work toward a Phase 2 program and this bill, concentrating on the guidelines
necessary to provide the needed generation and transmission through 1986, and
hopefully beyond.
A fundamental assumption that underlies the hydro-thermal program is that

the legal and traditional practices and relationships of all segments of the
industry will remain undisturbed to the fullest extent possible in preparing to
meet the changed conditions of the future; and the responsible utilities and
agencies will continue to make the significant decisions in the future. This bill
will continue the crucial function of BPA in the development of the backbone
transmission grid. We hope and believe that the Congress will have a desire
equal to ours that this productive Federal role be continued.
From the beginning of the effort on this bill, it has been apparent that sub-

stantial agreement among the many affected entities would be required. Other-
wise we thought it unlikely that the legislation could be enacted without
perilous delays. Furthermore, all parts of the Hydro-thermal program require
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a high degree of acceptance and cooperation in order to be effective
. Therefore,

the Northwest entities, working together and with BPA, through th
e Policy

Committee, prepared the first drafts of the bill. Of course, many comp
romises

and accommodations were made among the various segments of the 
industry.

In late February of this year, we completed draft legislation which rep
resented

our best efforts to resolve disputes between individuals and groups and 
which

could be supported by the Policy Committee. That draft was then subm
itted

to the Department of the Interior and subsequently reviewed in detail 
by the

interested officials of the Executive Branch of the Government. They made

many changes, after which it was introduced by Executive request, as yo
u

know.
The Policy Committee and its participating organizations have reviewed 

the

bill in detail since it was introduced. We do not believe that modifica
tions

made by the Administration have changed fundamental intent and effec
ts of

the draft legislation which was prepared in the Pacific Northwest. H
owever,

we propose and urge adoption of the several amendments which are set 
forth

and discussed later in this statement.

MAIN FEATURES OF THE PROPOSED LEGISLATION

The central purpose of the bill is to authorize the Bonneville Power 
Admin-

istration to issue revenue bonds to finance improvements to the Bo
nneville

transmission grid as needed and to permit the use of BPA revenues to reti
re

such bonds and pay the other charges and obligations of the Admini
strator,

including repayment with interest of the Federal investment in the 
Federal

Columbia River system which is repayable from power revenues.

Many provisions throughout the bill are intended to preserve the present

status, authority and policies of Bonneville except insofar as specific provi
sions

of this bill make necessary changes. Section 2 emphasizes this point. A
lso, the

definition of "Pacific Northwest" in subsection 3(c) is the same definition used

in Public Law 88-552, the Pacific Northwest Preference Act.

Section 4 sets forth the purposes for which the Secretary of the Interior,

acting by and through the Administrator, shall operate, maintain, add to, 
im-

prove and replace the Federal transmission system within the Pacific

Northwest.
Section 5 establishes rules and procedures to avoid duplication of trans-

mission facilities in the region and protect the autonomy of the local utiliti
es

in instances where such autonomy will not be injurious to others. Procedur
es

are provided for judicial protection of the rights of local utilities.

Section 9 subjects Bonneville transmission rates to Federal Power Commis-

sion confirmation and approval. BPA rates and charges for the sale of electric

power are subject to the same confirmation and approval under existing law.

Section 9 further requires BPA rates to be established at levels necessary to

produce, in the aggregate, sufficient revenues to pay all bonds issued, and out-

standing under the Act together with all other charges, expenses and obliga-

tions of BPA.
Section 10 is meant to confirm that individual utilities or groups of utilities

will pay an equitable part of the Federal transmission costs.

Section 11 establishes the Bonneville Power Administration Fund which is

necessary to carry out the purposes of the bill and the duties of the Adminis-

trator. The Fund will receive all moneys coming to the Administrator from all

sources. The section also states purposes and uses for which moneys in the

Fund can be expended and limitations on the use of funds from certain sources

such as appropriated funds and trust funds. Section 11 makes Bonneville sub-

ject to the budget and audit provisions of the Government Corporation Control

Act. Thus the Administrator would submit a budget through the Department of

the Interior to the OMB for review and then (under present Congressional

procedures) to the Congressional Appropriations Committees which review

Bonneville's appropriations requests.
Section 13 authorizes the Administrator to issue revenue bonds and sell them

from time to time to the Secretary of the Treasury. The Secretary of the

Treasury is required to purchase such bonds forthwith; however, the aggregate

principal amount of such bonds outstanding at any one time cannot exceed

$1,250,000,000. The principal and interest on the bonds will be payable solely
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from the Administrator's net proceeds. Net proceeds are the amounts remaining
in the Bonneville Power Administration Fund after paying Bonneville's O&M
and other related costs.
The Secretary of the Treasury will determine the terms and conditions of

the bonds, including the interest rate, taking into consideration several stan-
dards and comparisons for making such determinations. We would expect that
the Secretary of the Treasury would consider these bonds to be as good quality,
for purposes of setting the interest rate, as any revenues bonds being offered
on the market.

PROPOSED AMENDMENTS

After reviewing the bill as introduced, the Policy Committee has concluded
that several further amendments are required, some only for clarity. The
marked copy of H.R. 14168 attached to this statement shows the proposed
amendments in detail. In the order of the bill, they are as follows:

1. Page 1, lines 5 and 6, and page 2, lines 1 through 13—strike the entire
text of subsection 2(a)

It is the opinion of our group that the recitals contained in this material
are not essential to the Act, do not in fact clarify the Act, and therefore raise
the possibility of creating ambiguities without serving any useful purpose.
Therefore, we recommend that the material be stricken and the subsection
lettering be deleted.
2. Page 2, line 15—strike "operations" and insert "duties" and on line 17

strike "Powers" and insert "Authority."
These changes are recommended merely for internal consistency.
3. Page 2, line 16—change the initial capital letters in "Power Sys (tem)" to

lower case.
It is not necessary to the bill, and may cause confusion, to use "Federal

Columbia River Power System" as a term of art. The expression is used again
on page 11, lines 3 and 4, where its meaning is clear from the context. The
same change should be made in that instance.

4. Page 2, line 24—strike "power" and insert "peaking capacity."
This amendment is for clarification only.
5. Page 3, line 24 strike "and" and insert "or".
This was an error which was carried over from the original drafting. With-

out the change it would be possible to read this paragraph to require that a
particular transmission addition or improvement serve all four purposes set
out in Section 4. Such result was clearly not intended.

6. Page 4, following line 2 (first proviso)—insert a proviso, modifying all of
Section 4, reading as follows:
"Provided, however, that the Administrator shall not construct any transmis-

sion facilities, excepting customer service facilities, outside the region described
in Section 3(c) (1) unless specifically authorized by Congress:"
The Committee will recognize that the construction of Federal high-tension

transmission facilities without authorization of Congress is a sensitive subject
to members of the utility industry throughout the United States. It has never
been the intention that this bill create an authorized activity in the Adminis-
trator beyond that in general now existing under the Bonneville Project Act. It
was concluded that it was advisable to be very specific on this limitation, and
we recommend the inclusion of the proviso stated above not as a change in the
bill as originally drafted but as an exact limitation on the authority intended
to be conferred.

Secondly, this proviso touches another point. The definition of the area to
which the Pacific Northwest Preference Act applies (as defined in that Act)
includes portions of the states of Nevada, Utah, and Wyoming that are within
the Columbia Drainage Area as well as the states of Oregon, Washington,
Idaho, and the State of Montana west of the Continental Divide. In fact, a
number of preference customers have service areas located both within and
without the area so described. To avoid an ambiguity as to the nature of service
to which such preference customers were entitled, the Pacific Northwest Prefer-
ence Act definitions extended, in the ease of such customers, the service area of
Bonneville to a further 75-airline miles contiguous from said region. While
Bonneville might provide service in such areas, there is no need that Bonne-
ville's authority to construct transmission facilities apply to the 75-mile area
except insofar as they are customer service facilities such as are necessary to
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serve existing BPA customers in that area, and the manner in
 which the

proviso is phrased reaches this result.
7. Page 4, following line 2 (second proviso)—add a further pro

viso, modify-

ing all of Section 4, reading as follows:
"And provided further that the Administrator shall not commence

 construc-

tion of a new project without approval of the committees of the 
Congress to

which his budget is submitted or by which it is reviewed."

One of the major and essential elements necessary to secure 
region-wide

approval of a BPA self-financing proposal was a workable balance
 among

Congress, Bonneville, and the non-Federal utilities in the region regardi
ng addi-

tions to the BPA transmission system. During the drafting process it 
was the

understanding of all that Bonneville should not commence construction 
of new

projects unless the appropriate Committees of Congress, after opp
ortunity to

consider the views of interested parties, affirmatively approved such pr
oject.

We believe that the Committees of Congress will want to continue this mea
sure

of control which they have heretofore exercised in guiding major new u
nder-

takings of Bonneville, and the utilities in the region unanimously desire to ha
ve

the added protection that such requirement for affirmative action will provide.

On the other hand, it is our strong belief that a requirement for affirmat
ive

action as to annual budgets for the continuation of a project previously a
p-

proved would unnecessarily risk delays in the financing process—a risk which

must be avoided. The remaining provisions of the bill will require that an

annual BPA budget be reviewed by the appropriate committees. but such review

will not, as the law and practices are presently written and carried out,

require affirmative action for approval.
This amendment was drafted and approved by the Policy Committee to ac-

complish bath purposes: require affirmative approval from the appropriate

committees, informal though it may and should be, to commence cons
truction

on new projects, and permit approval by acquiescence of the appropriate co
m-

mittees to items in later budgets needed to continue work on projects previous-

ly approved. We strongly recommend inclusion of the language set forth below.

8. Page 4, line 25—insert the following sentence:
"'Equivalent in electrical capability' means that facilities will provide

equivalent service to the anticipated needs, and 'arrangements no less favo
r-

able to the Government' includes the responsibility for prospective unused

capacity."
This material is intended to help explain two types of comparisons that may

be needed under the provisions of Section 5(a) (2). Equivalence in e
lectrical

capability should be determined by defining the anticipated needs for t
rans-

mission facilitis and comparing the capability of one or another proposed t
rans-

mission facilities and comparing the capability of one or another proposed trans-

the design or location of the proposed facilities. "Arrangements no less 
favor-

able to the Government" refers to an economic comparison between a
lternate

proposed facilities. It includes a recognition that costs associated with 
pros-

pective unused capacity in a proposed Federal transmission facility would
 be a

burden on the Government, and that burden should be taken into accou
nt in

making the economic comparison between the facilities proposed by BPA
 and

the alternate facilities which a utility or utilities commit themselves to

construct.
9. Page 5, line 24—strike the word "by" and the comma where each f

irst

occurs and insert "or"; and strike ", or under the control of".

One of the major purposes of the financing provisions of this bill is to

provide transmission which will serve generating plants built by non-Fe
deral

entities, both public and private, as well as serving the Federal needs. This

proposed amendment is to clarify the intention that transmission capacity e
x-

oess to the needs and contractual commitments of the Government shall be made

available to all utilities on a fair and non-discriminatory basis.

10. Page 7. line 11—after the word "years," insert "and payments provided

for in Section 11(b) (9)."
This is a necessary clarification to assure that payments required in connec-

tion with reclamation projects in the Pacific Northwest will be a cost properly

includable in determining the rates of the Administrator.
11. Page 10, line 9—after the word "Congress" insert ", or (11i) if to be paid

for with funds provided by other entities for such purpose under a trust or

agency arrangement."
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A very important element of Phase 2 of the hydro-thermal program is an
undertaking by Bonneville to acquire power from non-Federal generatingsources under a trust or agency arrangement for the benefit of entities that sodesire. A major portion of the trust funds which will be included in theBonneville Power Administration Fund will have been provided by thoseentities for the purchase of power for their account. Therefore, the Adminis-trator should be specifically authorized to purchase power with the fundswhich were provided to him for that purpose. The amendment would accom-
plish that result.

12. Page 10, line 19—after the word "fund" insert "or other fund"; and online 20, strike the words "that fund" and insert "such funds in connection with
reclamation projects in the Pacific Northwest."
We believe this amendment more clearly states the intention to confirm the

present law and procedures for making payments in connection with reclama-tion projects.
13. Page 13, line 20—after the word "deducting" insert "trust funds and".
This is a clarifying amendment consistent with the amendment proposed on

page 10, line 9.
CONCLUSION

We believe this legislation is essential to an orderly evolution of the Pacific
Northwest Hydro-Therm:al Program. It is necessary and desirable in the publicinterest that the Government continue its great and traditional role throughimprovement of the Federal Columbia River system and particularly through
the improvement and operation of the Bonneville transmission grid. This bill
will further those purposes in a way that is designed to accommodate chang-ing future conditions and still maintain our successful policy of independent
power organizations practicing local, regional and Federal cooperation.
On behalf of the Policy Committee, we urgently request that H.R. 14168 andour proposed amendments be approved and. enacted.

LIST OF ORGANIZATIONS WITH REPRESENTATION ON THE POLICY COMMITTEE—
PACIFIC NORTHWEST UTILITIES CONFERENCE COMMITTEE

PUBLIC AGENCIES AND COOPERATIVES

City of Albion
Alder Mutual Light Company
City of Bandon
Benton County PUD
Benton Rural Electric Association
Big Bend Electric Coop.
Blachley-Lane County Coop.
Blaine City Light
Bonners Ferry Electric Department
Burley Municipal Distribution System
City of Canby
Cascade Locks City Light
Central Electric Cooperative
Central Lincoln Cooperative
Central Lincoln PUD
City of Centralia
Chelan County PUD
City of Cheney
Clallam County PUD
Clark County PUD
Clatskanie PUD
Clearwater Power Company
Columbia Basin Electric Coop.
Columbia Power Cooperative
Columbia Rural Electric Association
Consumers Power, Inc.
Coos-Curry Electric Coop.
Coulee Dam Light Department

Cowlitz County PUD
City of Declo
Douglas County PUD
Douglas Electric Coop.
City of Drain
East End Mutual Electric Company
Eatonville Power & Light Company
City of Ellensburg
Elmhurst Mutual Power & Light Com-
pany

Eugene Water & Electric Board
Fall River Rural Electric Coop.
Ferry County PUD
Flathead Electric Coop.
City of Forest Grove
Franklin County PUD
Grant County PUD
Grays Harbor County PUD
Harney Electric Coop.
City of Heyburn
Hood River Electric Coop.
Idaho County Light & Power
City of Idaho Falls
Inland Power and Light Company
Kittitas County PUD
Klickitat County PUD
Kootenai Electric Coop.
Lane Electric Coop.
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Lewis County PUD
Lincoln Electric Coop., Montana
Lincoln Electric Coop., Washington
Lost River Electric Coop.
Lower Valley Power & Light, Inc.
Mason County PUD No. 1
Mason County PUD No. 3
Midstate Electric Coop.
Milton-Freewater Light & Power
City of Minidoka
Missoula Electric Coop.
City of Monmouth
McCleary Light & Power
City of McMinnville
Nespelam Valley Electric Coop.
Northern Lights, Inc.
Northern Wasco County PUD
Ohop Mutual Light Company
Orcas Power & Light Company
Okanogan County Electric Coop.
Okanogan County PUD
Pacific County PUD No. 2
Parkland Light & Water Company
Pend Oreille County PUD
City of Port Angeles
Prairie Power Cooperative
Raft River Rural Electric Coop.
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Ravalli County Electric Coop.
City of Richland
Riverside Electric Company
City of Rupert
Rural Electric Company
Salem Electric
Salmon River Electric Coop.
Seattle City Light
Skamania County PUD
Snohomish County PUD
South Side Electric Lines, Inc.
Springfield Utility Board
Town of Sumas
Surprise Valley Electricification Corpo-
ration

Tacoma City Light
Tanner Electric
Tillamook PUP
Umatilla Electric Coop. Association
Unity Light & Power
Vera Irrigation District No. 15
Vigilante Electric Cooperative
Wahkiakum County PUD
Wasco Electric Coop.
Wells Rural Electric Company
West Oregon Electric
Whatcom County PUD

INVESTOR-OWNED UTILITIES

Pacific Power & Light Company
Portland General Electric Company

Puget Sound Power & Light Company
The Washington Water Power Company

BONNEVILLE DIRECT SERVICE INDUSTRIAL CUSTOMERS

Aluminum Company of America
AMAX Pacific Aluminum Corporation
Anaconda Aluminum Company
The Carborundum Company
Cominco American Incorporated
Crown Zellerbach Corporation
Foote Mineral Company
Georgia-Pacific Corporation
Hanna Nickel Smelting Company
ITT Rayonier, Inc.

Intalco Aluminum Corporation
Kaiser Aluminum & Chemical Corpora-

tion
Martin Marietta Aluminum Inc.
Oregon Metallurgical Corporation
Pacific Carbide & Alloys Company
Pennwalt Corporation
Reynolds Metals Company
Stauffer Chemical Company
Union Carbide Corporation

Mr. JONES. Mr. Chairman and members of the committee, I am
Alan H. Jones, general manager of the Water and Light Department,
McMinnville, Oreg. and I am chairman of the Public Power Council.
At this time I would like to acknowledge some of the other people
in the room from the Pacific Northwest.
We have with us Mr. Ed Fischer, who is the commissioner of Clark

County Public Utnlity District, Vancouver, Wash. and is chairman,
executive committee Washington Public Power Supply System.
We have Mr. 

committee,
Billington, executive director, Washington

Public Utility District's Association, Seattle, Wash.
We have Mr. Bill Cook, manager of the Coos-Curry Rural Elec-

tric Cooperative in Oregon.
Finally we have Mr. Henry Curtis, general manager of the North-

west Public Power Association, Vancouver, Wash.
Mr. Curtis has submitted a statement that he would like to go

into the record.
Mr. FOLEY. Without objection.



80

[The statement of Henry G. Curtis follows in full:]

STATEMENT BY HENRY G. CURTIS, GENERAL MANAGER, NORTHWEST PUBLIC
POWER ASSOCIATION

Mr. Chairman and Members of the Committee: I am Henry G. Curtis,
general manager of the Northwest Public Power Association, with offices in
'Vancouver, Washington. The Association has as its members about 120 public
and cooperative electric systems of Alaska, Idaho, Montana, Oregon, Wash-
ington and British Columbia. We are the parent organization of the Public
Power Council represented here today by Mr. Alan Jones, and we strongly
endorse his comments on behalf of our members who are Bonneville Power
Administration preference customers.
The Northwest Public Power Association supports H.R. 14168 and urges

its enactment by this session of the Congress. Self-financing for BPA to
construct and operate necessary transmission facilities in our region is part
of Phase II of the Hydro-Thermal Accord to provide the Pacific Northwest
with adequate and reliable electric service. Other witnesses have explained
that program to you and have told why an additional source of capital for
the transmission system is desirable.

Representatives of the Northwest Public Power Association have partici-
ticipated in conception of all phases of the Hydro-Thermal program, and we
have been in on the drafting of bills which evolved into H.R. 14168. We have
been part of the Policy Committee for which Mr. Culp has made the major
statement today, and we support that group's position and proposed amend-
ments. Public power is part of the consensus for progress which this legis-
lation represents.
At the same time, Mr. Chairman, I would be less than candid if I did

not note that the very consensus nature of this bill makes it not exactly what
we in public power would like to have it be.
This legislation does not, for example, remove BPA budgets from the

control of the Office of Management and Budget despite our willingness to
pay a money cost so high that our affairs should no longer be an OMB
concern.
The bill does nothing to solve the historical lack of access by eastern

Montana rural electric cooperatives to their preference power from Hungry
Horse Project; and we would have preferred that it authorized BPA to build
the necessary lines to correct this injustice imposed by a private monopoly.
We have reservations, too, Mr. Chairman, about the financing monopoly

which this bill grants to the Secretary of Treasury. As we originally con-
ceived it, the bill would have had BPA issue its bonds in competitive money
markets. Although we welcome the additional financing which the Treasury
bonds of H.R. 14168 would give BPA, we would feel more comfortable if
we had the option of going to other sources if we considered the Treasury
Secretary's bonding terms to be not the best which our projects could get.
We could not expect, of course, that consensus legislation would be perfect

for public power, or for private power, or for other institutions which are
affected and have participated in its conception. If we in public power could
have exactly what we want there would be some differences from the bill
you are considering. From my participation in the evolvement of this bill,
I know that the priviate power companies, too, would have liked some
things different from H.R. 14168 and far different of course from what we in
public power have suggested.
The fact that public power, most of private power, all of basic industry,

and BPA in the Pacific Northwest can come to you together to express
support for this bill, I believe, makes it well worthy of your consideration
and enactment. This legislation has the single and important purpose of
timely funding of the transmission system which is the key to reliable electric
service for the people of the Pacific Northwest. By design it does not disturb
the historical relationships between public power, private power and the
federal system; and with enactment of this law we can continue to work
together as we have in the past.
This legislation, Mr. Chairman, would give the electric systems an im-

portant and needed tool by which they can serve the people who are

rt
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customers of public power, or of private power, or who use the products of

the region's very basic industries. That financing tool, right now, is more

necessary to our electric consumers than are any philosophical considerations

which any of us might have wanted to include in this opportunity for legis-

lation. That is why we ask you for expeditious action in enactment of this

bill.
.Thank you for accepting these comments for the record.

Mr. JONES. Thank you. Our representation on the policy committee
that Mr. Culp referred to consists of the executive committee of the
Public Power Council.
The executive committee consists of six elected members from the

electric cooperative from the Northwest, six PUD members and six
municipal members. We are in full support of this House bill 14168
and we concur in Mr. Culp's amendments.
We thank you for your past support in help in this area and we

urge your support in this bill.
[The statement of Alan H. Jones follows in full:]

STATEMENT BY ALAN H. JONES, CHAIRMAN, PUBLIC POWER COUNCIL

My name is Alan H. Jones. I am general manager of the Water and Light

Department of the City of McMinnville, Oregon, and I am chairman of the

Public- Power Council. The PPC consists of the 104 public agencies and co-

operatives which are preference customers of the Bonneville Power Admin-

istration. I am here to express on behalf of these members our support for

H.R. 14168, the federal Columbia River Transmission System Act.

The Public Power Council has participated fully in conception of Phase II

of the Hydro-Thermal Program in development of the BPA self-financing

plan which is the basis for H.R. 14168. Our counsel and policy representa-

tives have helped draft, and have reviewed, the various legislative bills which

ultimately evolved into the legislation which now is before the Congress. We

have accepted the compromises which were necessary to make H.R. 14168 a

consensus proposal which can be supported by both public and private power

in the Pacific Northwest.
We do concur in the amendments as proposed by the statement of the

Policy Committee. We consider these amendments to be a very necessary

part of Phase II of the Hydro-Thermal Program, just as the proposed self-

financing of the BPA transmission system is itself a part of that consensus

plan. Therefore we urge you to accept the Policy Committee statement as

the position of the Public Power Council in this matter of amendments.

We need self-financing for BPA, Mr. Chairman, and we believe H.R. 14168

presents a workable plan for such self funding. All of our Public Power

Council members are participants in one or more of the five nuclear power

plants which public power in the Pacific Northwest is constructing between

now and 1985. Some of our members are participants, too, in nuclear projects

by private utilities in our region. Each of these plants will produce from

1,100 to 1,250 megawatts of electrical capacity as base load units in the

regional power supply. Each is expensive as well as immense. Together

they represent billions of dollars of investment for our public and cooperative

power systems and for the private companies. Their demands on our tradi-

tional sources of capital are awesome.
Phase II of the Hydro-Thermal Program, with self-financing for BPA as

a part, is the best means we have been able to develop to meet our financing

and construction needs. It anticipates that major hydroelectric generators

of the federal Columbia River System will be financed, as in the past, with

appropriations to the Corps of Engineers and Bureau of Reclamation. The

new thermal power plants to meet public and cooperative electric system loads

will be built by these systems, with financing through muncipal bonds and

other traditional capital sources of public and cooperative finance; and private

utilities plan to build thermal plants for their needs with stock issues and

corporate bonds. The direct service industrial customers of BPA will make

39-196 0 - 74 - 7
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financial contributions from their usual capital sources to help constructthose plants which provide for their new power needs.The financing of the BPA transmission system through U.S. Treasury bonds,Mr. Chairman, is a desirable and necessary addition to our capital sourcesto provide for our regional energy needs. Such self-financing properly re-moves BPA funding from competition with other federal projects and pro-grams and recognizes that federal power in our region pays its way. Self-financing for BPA as proposed by H.R. 14168 does not put the transmissionsystem in competition with local public power in our money market fromwhich we must get capital for our generating plants and distribution sys-tems. We believe, therefore, that this special source for BPA funding as pro-posed by the bill is good. We know full well that we, and the utility industrythroughout the nation, shall need quantities of capital which will strain all ofour resources if we are to supply the energy which society must have.The various elements of the electric power industry in the Pacific North-west are, together, just one regional system. Participants in our public powerprojects are distributed across four states extending nearly 800 miles from theRockies• to the Pacific. Their participation as the market for power from ourplants depends on the transmission which ties us together. It is this market,in turn, which makes secure the investments in our thermal power plantsand thus makes funding available to us. Transmission, too, is vital to makesecure the investment we must put into our local distribution lines. Onlysecurity, adequacy and reliability of the integrated regional system can makePacific Northwest power a good investment for the private investor, forCongressional appropriations and, through H.R. 14168 other Treasury funds.We have participated in the conception of H.R. 14168 because we wereasked by the Secretary of the Interior to explore another way to financePacific Northwest federal power projects besides through the regular appro-priations process. We agree that it has been incongruous to have the profitablefederal investments in this power system treated like current federal expenses;and we have been frustrated by OMB deletions and impoundments of fundrequests and appropriations in a process which does not distinguish betweeninvestments and expenses. In addition, we have seen, this year, eliminationby inflation of a very vital transmission line from the current constructionprogram. Even though the Grand Coulee-Raver line was authorized and fundedfor fiscal year 1974, the erosion of 1974 appropriations based on 1972 moneyvalues left BPA $9,000,000 short in its budget, and forced delay of a line weneed.
The bill which is being considered by this Committee is designed to leavemostly unchanged the basic relationships between Congress, the federalgovernment, local public and cooperative power systems, the private utilities,the BPA industrial customers, and all of our institutions and people, mostlyunchanged. We have learned to live and work together in our region underterms of the Bonneville Act and other policies which have guided us. Webelieve H.R. 14168 changes things only to make more timely the availabilityand expenditure of necessary funds to build and operate the BPA trans-mission system and, thereby, to assure the best possible electric service forthe people of our region. We believe this is a goal which all of us wouldlike to see achieved. We therefore urge you to enact H.R. 14168 with thenecessary amendments we have presented to you.Thank you for this opportunity to appear before your committee.
Mr. FOLEY. Mr. Beard, do you have a statement,Mr. BEARD. I have a statement that was handed in. I will be verybrief. It was brief to begin with but I won't read it. I would like topresent to the committee some of the other representatives here thismorning from the investor-owned utilities.From Montana Power Co. is Mr. George O'Connor, the presidentof the Montana Power Co.
Mr. Colin Raff, vice president of the Montana Power Co.We have Mr. James Bruce, vice president of the Idaho Power Co.and Mr. Logan Lanham, vice president of the Idaho Power Co. and
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Mr. Robert Hogg, vice president of the Idaho Power Co.; all vice

presidents of the Idaho Power Co.
We have Mr. Larry Hall, vice president of the Puget Sound Power

and Light Co.
We have Mr. William Reece and Mr. Yen l Topham from the Utah

Power and Light Co.
My own company is Pacific Power and Light. I am here really as

a spokesman for our company, Portland General Electric Co., Puget

Sound Power and Light Co., and the Washington Water Power Co.,

all who are participants in this policy committee which is the Pacific

Northwest utilities conference committee.
Representatives of All these companies participated in the volumi-

nous and detailed work that Gordon Culp has described. All of these

companies are also and have been for many years strong participants

in practically all of the joint developments that have gone on over

the years in the northwest. That is detailed in my statement.
We do strongly support this bill and urge that it be passed as

quickly as it could be including these amendments that are contained

in Mr. Culp's statements.
[The statement of George L. Beard follows in full:]

STATEMENT ON BEHALF OF PACIFIC POWER & LIGHT CO., PORT
LAND GENERAL

ELECTRIC CO., PUGET SOUND POWER & LIGHT Co., AND THE W
ASHINGTON

WATER POWER CO., BY GEORGE L. BEARD, SENIOR VICE-PRESIDE
NT, PACIFIC

POWER & LIGHT CO.

Gentlemen: I appreciate the courtesy of this Committee in provi
ding time

SO that I can express on behalf of the four investor-owned utiliti
es that are

members of Pacific Northwest Utilities Conference Committee our support

for H.R. 14168, the bill before this Committee that would provide 
for self-

financing of additions to the transmission system owned and 
operated by

the Bonneville Power Administration. We have participated from
 the begin-

ning in the formation of the Hydro-Thermal Program, and we re
gard the

concept of self-financing of necessary transmission additions to t
he Federal

System as being an integral part of that program essential to 
its smooth

functioning. We also believe the further amendments to the bill recom-

mended by PNUCC are essential for the reasons previously give
n.

The four companies were original members of the Northwest 
Power Pool,

formed in 1942. We were charter members of the Pacific Northwe
st Utilities

Conference Committee, the precursor of the present close cooperation of

northwest utility systems, public and private. We are signatories of the

Pacific Northwest Coordination Agreement, formers of the Col
umbia Storage

Power Exchange, purchasers from Priest Rapids, Wanapum, Ro
ck Island,

Rocky Reach and Wells—major hydroelectrics projects owned by Grant,

Chelan, and Douglas County public utility districts in the State of W
ashington.

We are participants in the Washington Public Power Supply Sy
stem Hanford

Project No. 1 and WPPSS Nuclear Project No. 1. We are joint o
wners with

WPPSS of WPPSS Nuclear Project No. 3, for which construction 
permit has

been applied to AEC. We have constructed or are constructing on a
 joint own-

ership basis with each other and with public bodies the Centrali
a coal fired

plant, the Trojan Nuclear Plant, the Jim Bridger coal fired plant,
 and we

are now undertaking Boardman Nuclear Plant and the Skagit Nuc
lear Plant.

All except the last is a "phase one" plant. In phase two we are spon
soring

or participating in Skagit 2, Boardman 2, PP&L Nuclear #1, Jim 
Bridger 4,

WPPSS Nuclear #5 (and perhaps #4).
The Hydro-Thermal Program, as agreed to by the utilities and major

 direct

industry customers, placed full responsibility for the construction o
f future

energy supplies on the non-Federal utilities of the region. We are 
fulfilling

that obligation. It is essential also that the Federal transmission grid in
 turn
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be maintained and expanded to meet the needs of the area. The method offinancing must, we believe, be geared to the utility responsibilities of the area.The bill before you represents a change which we consider to be sig-nificant. Under the Bonneville Project Act, the Administrator is authorized toconstruct transmission primarily for the purpose of delivering power gen-erated at Federal projects to Bonnevill customers. Of course, the Act alsoprovides for integration and coordination with other systems and since theformation of the Northwest Power Pool in 1942 the Bonneville grid has per-formed very essential and very useful functions for non-Federal utilityentities in the Northwest. This distinction between the primary and secondarypurposes of the transmission grid was of little relevance while BPA hadadequate power to cover the requirements of both preference and non-preference cuatomOrs. As of September 1, 1973, however, the Bonneville PowerAdministrator ceased to make available to the investor-owned utilities of theNorthwest firm energy for purchase on a long-term basis. This date signalsthe successful achievement of the functional policy of the preference clauses—a policy favoring the development of a pluralistic retail power supply systemwith a significant portion of that system in strong public ownership capableof existing without Government supports.
There remains on both the Government and on the utility industrythe obligation of seeing that power consumers of the Northwest generallyreceive benefit from the enormous Federal investment that has been made.One very significant benefit that can be provided to all consumers in theregion is the ability to utilize - the Federal transmission grid, and so thisbill provides that the Bonneville Administrator will have at his commandfunds to build transmission as required for Federal or non-Federal generationfor use by both "public" and investor-owned utilities without discrimination.It should not be understood that we support this bill for the foregoingreasons alone. We support this bill on all the bases already stated to youby Mr. Culp. We hope that the Committee will give speedy approval tothe bill with the amendments PNUCC has recommended and that theCongress will adopt the legislation promptly thereafter.
Mr. HARRIS. I too have submitted a statement. I am here represent-ing Bonneville's 19 industrial customers and we too are in support ofthis bill. We have worked with other groups in forming it.And I am also accompanied by some representatives of other com-panies. I am accompanied by Richard L. Bidwell, regional powermanager for the northwest for the Reynolds Metals Co.; by GeraldGrinstein, attorney from Seattle, Wash, who also represents our or-ganization. We believe this bill is a very much needed bill. It isneeded for financing and also to stiffen up the reliability of the trans-mission system in the Northwest.
The industrial customers have a major economic impact out there.We've got over $2 billion investment. Our payrolls average about$170 million a year. We spent about $10 billion in the last—no, Imean about $4 billion in the last 10 years on all kinds of servicesin the area.
So this is our interest in this bill and we strongly recommend itbe passed.
[The statement of Lyman J. Harris follows in full:]

STATEMENT OF LYMAN J. HARRIS, NORTHWEST AREA POWER MANAGER FORALUMINUM COMPANY OF AMERICA, VANCOUVER, WASH.
My name is Lyman J. Harris, Northwest Area Power Manager for AluminumCompany of America, Vancouver, Washington. I am appearing here todays the representative of the 19 direct-service industrial customers of Bonne-ville Power Administration.
These 19 customers, in recognition of their responsibilities to the regionwhere most of us work and live, are also participating members of the
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Policy Committee—Pacific Northwest Utilities Conference Committee, w
hose

statement has already been presented to the Subcommittee by Mr. Culp
. My

appearance today is in support of H.R. 14168 with proposed amendm
ents. I

hope that the interest indicated by the industrial customers also will

emphasize the regional and national importance of the statement delivered b
y

the Policy Committee—PNUCC on behalf of the utilities and industries in

the Pacific Northwest. We believe the bill under consideration provides the

means for much needed and timely financing of additional transmission

facilities needed to deliver power from Federal and non-Federal generato
rs

to BPA customers, including public and private utilities as well as indus-

trial customers.
The industrial customers of Bonneville Power Administration have a 

major

economic stake in the Pacific Northwest. Investment in plants and eq
uipment

in the region exceed $2 billion. Our payroll in the area is over $170 
million

a year. Our total expenditures for wages and salaries, electric power, fr
eight

payments, state and local taxes, materials and supplies, and construction a
ctivi-

ties have amounted to $4 billion in the last 10 years alone. Our plants
 produce

abrasives, phosphorous, chlorine, ferroalloys, calcum carbide, magnesium and,

of course, aluminum. The United States aluminum industry has one-third

of its capacity located in the Pacific Northwest—a capacity, incidentally,

equal to that of Russia, the second largest aluminum producer in the 
world.

• My company, Alcoa, signed the first contract with BPA for direct indus
-

trial use on December 20, 1939, at a time when the region was concerned

about finding markets for its power and a dependable source of income 
to

repay Federal debts. During the Korean War, industries in the Pacific

Northwest were urged by the Government to expend their operations to mee
t

defense needs for aluminum, chemicals and nickel. As a result, in the late

1940's and early 1950's well over half of the power sales by Bonnevil
le in

the region was to industries. This is now down to approximately 30
% of

Bonneville's sales of electric energy. It might further interest the Committee

to know that industrial energy consumers have become much more en
ergy

efficient.. When Alcoa signed its first contract in 1939, it took 12 
kilowatt

hours to produce a pound of aluminum. Thirty-five years later, techn
ology

has sufficiently advanced so that we can manufacture one pound of aluminu
m

using only six kilowatt hours, one-half of the original consumption.

The picture I have attempted to sketch in summary fashion is that of a

favorable economic climate combined with improving technology spurred

by a national need for an electro-chemical end product, resulting in t
he

development of major new industries and thousands of new jobs
 in the

Pacific Northwest. Because of our remote geographic location we are at 
a

cost disadvantage in reaching the major consuming markets of this
 country

due to higher freight costs. Without Federal development of hydro resou
rces,

including the BPA transmission system, this development and its resulta
nt

employment would never have come about.
An integral part and a logical extension of this cooperative program

 is

system reliability. As industrial customers of Bonneville and an indus
trial

citizen of the Northwest, we are firmly committed to maintaining the growi
ng

economy of the Pacific Northwest region. We support the Hydro-Therm
al

Power Program. We believe it is the most economical and environ
mentally

desirable program to supply power to our region.

The proposed legislation would allow BPA to use its revenues and revenue

bonds to finance and construct, operate and maintain transmission sy
stem

capability that will not only keep pace with a growing Northwest and its

power requirements, but provide a higher degree of transmission reliability

much needed by continuous process customers.
In order to illustrate the problem of unreliable transmission, we asked

one of our member aluminum companies to prepare a list of transmi
ssion

interruptions and the resultant increased costs. In the last six and one-ha
lf

years this company has experienced 15 interruptions as the result of li
ne

loss, with the curtailments ranging up to four and one-half hours. To give

these statistics some economic substance, consider the following costs 
asso-

ciated with power outages:
1. Any total outage of more than several hours, depending on the amount

of forewarning, can cause a total shutdown of the company. The cost mag-

nitude of a total shutdown would approximate $12 million to $18 millio
n.
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It would take 90 to 120 days to restart the plant in total. The ranges abovedepend on existing plant conditions. Any reduced load of 33% in excess of 10to 12 hours could cause approximately the same results.
2. Interim or short-term interruptions are costly to a continuous processelectric operation. For every hour of short-term outage, it takes days andsometimes weeks to reach electrolytic equilibrium. This causes loss of pro-duction and overconsumption of raw materials, and the company's costs andother losses approximate $14,550 per hour, excluding alumina.A specific case which illustrates the costs and losses caused by a trans-mission interruption occurred in the fall of 1973. The severe short-terminterruption caused extensive damage to the carbon linings, or cathodes, ofthe smelting pots in the plant. Each of these cathodes, or potlinings, costs$25,000. In a period of a few weeks, the company lost over $575,000 in cathodesdue to electrolytic shock, and expects to suffer $1.2 million in total ineventual cathode failures due to shortened life. Although these costs werenot directly related to line failures, they illustrate the cost magnitude anddifficulties associated with sudden power curtailments in a reduction plant.In any situation where diverse and conflicting interests compromise on thebroader needs of a region, there are always areas where any side will prefera different approach. This legislation also is a compromise. If industrialcustomers of Bonneville were free to draft a bill reflecting only our views,the bill would be different from the compromise version we are supportinghere today. As a matter of fact, we would like to see Bonneville acceptsome modifications in addition to those suggested in the Policy Committee—PNUCC statement, although these would not be major revisions.Nonetheless, we believe a cooperative effort is essential, and that thislegislation is a necessary and integral part of the Hydro-Thermal Program.It will enable Bonneville to provide and maintain a transmission systemneeded to reliably serve the region's demands for electric energy. Passageof this bill will make possible timely construction while continuing theregional responsibility to pay its own way. Therefore, on behalf of theindustrial customers of Bonneville, we respectfully urge this Committee andthe Congress to favorably recommend and pass this legislation.
Mr. FOLEY. Your full statement along with Mr. Beard and Mr.Jones' will be submitted to the record.
The groups that are represented in the room today, the professionalmembers, I recognize this is a very distinguished gathering. We arevery happy to welcome you all.
Any questions of any of the witnesses?
Mr. JOHNSON. No, I too want to take this opportunity to thank allyou people for appearing here on behalf of this legislation.
We are very pleased to have such unanimity of opinion at leastwithin the States of Oregon and Washington. I want to say Cali-fornia agrees. We need good transmission up there. We are withyou also.
You may hear from others, who might have certain objections tothe bill but it is our intention to close, as soon as we are through withthis group here, hopefully by 12 o'clock, and then return at 1 :30 tohear the balance of the witnesses and hope to get through by 3 o'clockor 3:30.
Mr. DELLENBACK. Thank you. Let me ask a couple of previousquestions after first saying I think your unanimity of opinion clearlyindicates how important you all consider this legislation to be.When this many people who have as many other things as manyof you do, will take the time and trouble, the distance that you andI know it takes to reach Washington from the Pacific Northwest, wethink—even those who are not in the room and who couldn't be at
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the witness table—we think it worthwhile to come this far to sit and

listen to these elegant witnesses and the brilliant line of questioni
ng

put to them.
And I say to you in all seriousness I think it is important that by

your presence here and by the broad range of the groups and com-

panies you represent that you are saying something to us about how

important you consider it to be.
So all of you, you do have an impact and have made an impact

and we do welcome you.
I would like to be sure, because I have read the testimony and the

statements that each of the witnesses at the table have submitted for

the record and listened to what you had to say, but to be sure of this

point, you are all in support of this legislation and all of this group

is also in support of the amendments? You are united in support of

both the legislation and the amendments?
Mr. CULP. Yes.
Mr. DELLENBACK. May I ask, whichever of you wants to be the

spokesman, and perhaps it should be Mr. Culp, is there any group

or person whom you know of who are opposed to this legislation? Is

this really as strongly and broadly supported as today's testimony

would give us indication?
Mr. CULP. Yes, it is.
The policy committee represents all power organizations in the

west group. As I mentioned, there are you know, the Idaho, Montana,

Utah, who have their separate views of some parts of this that you

will hear today. They are not directly members of this group though

we did work with them.
' But it not only was prepared, and this testimony prepared by

representatives of everyone listed after page 13 but it was submitted

to their representatives in final form with the request that they you

know, say let us know any objection that they thought of since we

last talked to them. So it is supported as universally as we know how

to do it before getting here.
Mr. DELLENBACK. Well, instead of—and being very serious on this

completely—instead of being concerned when I find that publ
icly-

owned and coop systems and investor-owned utilities and industr
ial

companies are united because there are certain instances that you

have which are at least competitive if not antagonistic towards each

other, but when you all are united in this kind of a stand I find that

helpful because it means you hammered off rough edges and extreme

positions that one or another would take which had to give way to

the general synthesis of thinking here.
So the very fact that your group is as disparate in its composition

as I know it is, that says something significant I think.

Instead of being here saying we really don't accept this pact and

we only accept that part or that part of the fact that you all agree

means that you have done some very careful thinking and the fact

that you said it. that fact adds weight to it.
Mr. BEARD. Shall we say it louder?
Mr. DELLENB WK. May I ask one question of you. Mr. Beard? We

understand that what you are saying to us is that even the private
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utilities, in addition to the publicly-owned systems, want BPA to go
forward with this particular program. You want this to be a Govern-
ment, a BPA transmission line program?
Mr. BEARD. Yes. Now I would say this. We do not expect that

Bonneville will forever more build all of the transmission but the
transmission that is properly part of Bonneville's program, we do
support and want it to be handled under this program.
Mr. DELLENBACK. So we are not to take the support for this pro-

gram as an indication on the part of the investor-owned companies
that they want all transmissions to be by BPA?

-Mr. BEARD. That is correct.
Mr. DELLENBACK. But rather you are saying that which is to be

done by BPA, is best done with this kind of additional imple-
mentation?
Mr. BEARD. Yes. And we do expect that a very great deal of the

transmission needed in the Northwest will be Bonneville projects
under this program.
Mr. DELLENBACK. Thank you all. Thank you, Mr. Chairman.
Mr. FOLEY. Mr. Meeds ?
Mr. MEEDS. Thank you, Mr. Chairman.
I don't have any more questions because of the unanimity of

opinion here and the way that this testimony meshes with that of
the Bonneville Power Administration's and the administration's but
I would like to commend the witnesses.
I note by a quick glance at the list provided by Mr. Culp that six

of the public agencies and cooperatives are substantial users in the
second congressional district; one of the four investor-owned utilities.
Puget Sound Power and Light Co. is a major customer in the second
congressional district and two of the Bonneville direct service indus-
trial customers, namely Intalco Aluminum Corp. and Georgia-Pacific
Corp., Bonneville direct service industrial customers supporting this
legislation.
I appreciate very much the appearance here of the representatives

of those particularly as regards the testimony with regard to the $170
million annual payroll. I am delighted to see that you are here work-
ing to not only sustain your own groups but to speak for the workers,
the people who are earning their daily bread by the kinds of groups
you represent here and I am sure they are appreciative of it also.
Mr. FOLEY. If no further questions, Mr. Culp—oh, staff. Mr. Casey?
Mr. CASEY. Let me say, Mr. Culp, that this is an enormously im-

pressive piece of staff work that you have done here. You have prac-
tically written our committee report.
One of the amendments you called particular attention to—and I

will phrase this in form of a question because I am not supposed to
make speeches—but did the people in developing the amendments
page 10 of your statement that contemplates approval of the com-
mittees of Congress of new starts take into account that from timeto time Presidents of the T7nited States have held that such statutesare unconstitutional and have declined to implement them becauseit makes the Executive subject to a committee as distinct from the
total Congress?
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Mr. CULP. We have been made aware of those happenings in the
past and I think the best response to what is to say that we are giving
it continuing thought to see how we might build a better amendment
to avoid that occurring to this bill. We will want to think more and
work more on that aspect of this.
Mr. CASEY. I would phrase one more question.
Would you be willing to have your governing body address itself

to this and communicate further with this committee as to whether
you want to stand pat or whether you want to draw one or two cards
between now and the time the members are asked to vote on this
amendment?
Mr. CULP. We would be delighted to do so.
Mr. CASEY. Mr. Chairman, I would hope that communication, when

it arrives, might be admitted into the record.
Mr. FoLEy. Without objection it will be admitted into the record.
[The information above referred to follows:]

H.R. 14168

SEC. 4. The Secretary of the Interior, acting by and through the Administrator,
shall operate and maintain the Federal transmission system within the Pacific
Northwest and shall construct improvements, betterments, and additions to and
replacements of such system within the Pacific Northwest as he determines are
appropriate and required to:

(a) integrate and transmit the electric power from existing or additional
Federal or non-Federal generating units;
(b) provide service to the Administrator's customers;
(c) provide interregional transmission facilities: and or
(d) maintain the electric stability and electrical reliability of the Federal

system7;

Provided however, that the Administrator shall not construct any transmission
facilities, excepting customer service facilities, outside the region described in
Section 3(c) (1), nor shall he commence construction, of any major transmission
facility within the Pacific Northwest, unless specifically approved by Act of
Congress.
SEC. 5. (a) Unless specifically authorized by Act of Congress, the Administrator

shall not pursuant to the authority of expend funds made available under this
Act —, other than funds specifically appropriated by the Congress for such purpose,
to acquire any operating transmission facility by condemnation: Provided,
That this provision shall not restrict the acquisition of the right to cross such a
facility by condemnation.

{-24 construct additional transmission ffteilities whith duplieate existing
facilities Of Will duplicate transmission facilities whie1i ft utility {-or utilities)
commits itself to construct unless sueh facilities ftre required for one or fliepe
of the purposes speeifieed in section 4 hereof, and the Administrator, at Of
pisief to the time the Administrator's budget is submitted to Congress for
the use of revenue or the issuance or revenue bends to finance the eenstrue-
tion of sueli trPflfterffilfislefi facilities, after good faith negotiations, is unable
to make ftffEttigeffrefi-ti for the use of non Federal transmission facilities
which elia44 be at least equivalent in electrical capability to the proposed
Federal facilitics and whieh fti"Pftligeffiefrtfi shall be not less favorable to the
Government than the financing and construction of the proposed Federal

(b) At least sixty days prior to the time a request the budget for approval or
authority under Section 4 or 5 of this Act the Bonneville Power Administration
is sent to Congress, the Administrator shall give notice of such request to entities
notify utilities in the Pacific Northw est with which the Administrator has power
sales or exchange contracts or transmission contracts or which have a transmission
interconnection with the Federal transmission system. of the new transmission
facilities proposed for construction therein, 4f the Administrator, after good
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faith ftege-tiatieeks-; with a 1+414y deoiring to provide all ee a poet of sfteh facilitico,eetaifts aft itea io his budget fee a teaftsftrissieek ffreilityT so-eh utility foft co-Aft ift the Federal District Court fee Ofegeft fee the purpose of fleteeftftftiftg ifthe Afleftiftisteatee has complied with the provisions of thie eeetioft-: The Adminiatea-tee shall ftet begift eeftsteftetieft of such a faeility ftertil at least ofte-hefteleeelaes4 fifty clays aftee the budget peopesiftg to initiated Stiel3 facility has been prcseetteel to both 44-eftses of Congress and he has giveft efteh utility at least thietydoys peiee written ftetiee of his intent to begin with eefteteectieft7 sfteh suitffifty be brought by seek utility aftee the latee of (1) said efte hundred and fiftydays ce (2) thirty days aftee notice by the Aeliftinieteatee of his iftteftt to begineoftsteftetieft:

Mr. MCFARLAND. I wonder if instead the Interior and Insular
Affairs rather than the Appropriations Committee, might be theappropriate one to consider new starts?
Mr. CULP. We have not considered that. I can say almost without

hesitation that there would be no resistance to so considering it.
Mr. FOLEY. Mr. Leppert, any questions?
Mr. LEPPERT. No questions?
Mr. For,Ey. If not, then Mr. Culp, Mr. Jones, Mr. Beard, Mr.Harris, we appreciate your testimony.
It is very useful in consideration of this legislation.
The committee stands in recess until 1 :30
[Whereupon, the committee was recessed at 12 noon to reconveneat 1 :30 p.m. the same day.]

AFTERNOON SESSION

Mr. JOHNSON. The Subcommittee on Water and Power Resourceswill come to order. We will continue our hearings on H.R. 14168.
Our next witness will be Mr. George W. O'Connor, president ofthe Montana Power Co.
You may take the witness stand and bring with you anyone youwould like to have with you.

STATEMENT OF GEORGE W. O'CONNOR, PRESIDENT, MONTANA
POWER CO.

Mr. O'CONNOR. Thank you very much, Mr. Chairman.
My name is George W. O'Connor, and I am president of theMontana Power Co.
Gentlemen of the committee, I would like to have the statementthat I filed placed in the record if I may, Mr. Chairman? I wouldsimply wish to summarize our comments on this piece of legislation.Mr. JOHNSON. Your statement will appear in the record as if readin full and you may summarize any way you would like to.[The statement of George W. O'Connor follows in full:]

STATEMENT OF GEORGE W. O'CONNOR. PRESENTED ON BEHALF OF THE MONTANA
POWER CO.

My name is George W. O'Connor. I am the President and Chief ExecutiveOfficer of The Montana Power Company and reside in Butte, Montana,headquarters for the Company.
I appreciate the opportunity to appear before your committee in behalfof The Montana Power Company and to make some comments with respectto H.R. 14168.
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First, however, let me tell you a little bit about the Company which I

represent and the territory which we serve. The Montana Power Company

is an electric and gas utility operating in the western two-thirds of Montana.

Our service area. encompasses approximately 96,000 square miles, an area

slightly larger than all of the New England states, plus half of the state

of New York. This is the largest service area of any single operating gas

or electric utility company in the United States. Based upon recent studies,

approximately 562,000 people live in this service area or about 75% of the

total population of the state.
The Company provides electric service in 185 communities and rural

areas surrounding them and the Yellowstone National Park, and natural

gas service in 96 communities, 90 of which communities are served at retail

and 6 at wholesale. In addition, we provide two communities with water

service
The population density of our service area is approximately 5.9 persons

per square mile. The Company serves 2.1 electric customers per square mile.

Our service area spans the vast rugged area of the Continental Divide

of the Rocky Mountains where elevations reach over 10,000 feet and areas

where snow accumulates 50 to 60 feet in the winter time.

To serve our approximately 190,000 electric customers and 96,000 natural

gas customers, the Company owns and operates some 16,188 miles of electric

transmission and distribution lines and the Company and its subsidiaries

own and operate some 1,681 miles of gas transmission lines and approximately

1,429 miles of gas distribution mains.
Our Company has a total assured capability of its electric system of ap-

proximately 1 million kilowatts.
Basically, we are a producer, transmitter, and distributor of both elec-

tricity and natural gas.
We appear here today in qualified support of this proposed legislation.

The primary purpose of this bill is to permit the Bonneville Power Admin-

istration to use revenue bond financing rather than congressional appropria-

tions as a means of constructing, operating and maintaining its transmission

system in the Pacific Northwest. The area Bonneville is permitted to serve

under existing laws is defined in Public Law 88-552 and is essentially the

States of Washington, Idaho and Oregon as well as those parts of Montana,

Nevada, Utah and Wyoming lying within the Columbia River drainage.

Part of the service area of The Montana Power Company lies on the west

side of the Continental Divide and is in the Bonneville marketing area.

The Montana Power Company has interconnections with Bonneville in

several locations in Western Montana. The Montana Power Company and

the Bonneville Power Administration are parties to several contracts by

which our Company and Bonneville's system each supplies wheeling services

to the other to serve each others loads.
The reliability and adequacy of the Bonneville transmission system in the

Pacific Northwest is vitally important to the seven private and approximately

108 public utilities that are interconnected with Bonneville. The ability of

Bonneville to properly finance its construction, operation and maintenance is

a matter of mutual concern.
Largely at the urging of the Office of Management and Budget, Bonneville

has sought to find a method of financing which was outside the congressional

appropriations procedures. This would not only satisfy the requests of OMB,

but would provide Bonneville with a means of avoiding delays in construc-

tion now occasioned through the appropriations system even though construc-

tion of specific projects have had congressional approval. At a time of critical

energy supply the avoidance of such procedural delays is important.

To accomplish drafting a bill which would have maximum regional support,

Bonneville worked with a drafting subcommittee of the Pacific Northwest

Utilities Conference Committee (PNUCC). This group represents virtually all

the public and private utilities in the States of Washington and Oregon. The

MPCo. is not a member of PNUCC, but has accepted their invitation to sit

in on several of the discussions held by that group in connection with this

bill.
To achieve regional support for the bill, the drafting group recognized

the necessity of limiting the scope of the bill to solving only the problem
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at hand; the financing of transmission facilities. The drafting group very
wisely determined not to write language which would unnecessarily modify
any existing powers of or limitations upon the Bonneville Administrator. In
so doing it would avoid upsetting the balance reached between private and
public power interests, and thereby obtain the support of both groups.
To a very large degree, Bonneville and the drafting committee were suc-

cessful in their efforts. We feel, however, there has been one significant and
unnecessary restriction placed upon Bonneville's ability to negotiate wheeling
contracts with non-federal utilities. This limitation can easily be corrected.
If corrected, we will have no objection to this legislation.
Our specific comments are directed at Sec. 5 (a ) (2). To understand our

concern, one must realize the general thrust of the entire section is to declare
that this bill shall not of itself be authority to allow the Administrator to
either acquire operating transmission facilities by condemnation, or to permit
the Administrator to construct duplicating facilities where a non-federal
utility commits itself to build such facilities, subject to certain exceptions.
It is the exceptions about which we are concerned. At page 4 of the bill

the Administrator is required to determine he: "After good faith negotia-
tions, is unable to make arrangements for the use of non-federal facilities
which shall be at least equivalent in electrical capability to the proposed
Federal facilities and which arrangements shall be no less favorable to the
Government than the financing and construction of the proposed Federal
facilities."
We believe, for the reasons I will mention, that all of the language following

"non-federal transmission facilities" should be deleted.
The first part of the exception relating to electrical capability is not of

importance to us one way or the other; it seems unnecessary because if
Bonneville is not able to make arrangements with a non-federal utility for
moving a required power flow because of inadequate facilities, it is simply
unable "to make arrangements" and would be free to construct necessary
facilities with revenue bond proceeds.
The second part of the exception, however, is the potential source of some

fundamental conflicts. That portion creates a test whereby the proposed
arrangements with the non-federal utility limit the ability of the Administrator
to consider items other than the cost of Federal financing and construction
of the facility.
This is, as you are all well aware, a painful controversy which goes back

many years. It is a very divisive issue which, in our opinion, need not be
raised in this bill.
It can be avoided by simply striking the language as we quoted. This

would have the effect of permitting the Administrator and the non-federal
utility involved to solve each case as it arose and in the context of its own
peculiar circumstances. By deleting the language, this bill's approval would
be consistent with the Administrator's purpose of avoiding unnecessary dis-
putes and leaving him with his present powers and obligations in all areas
not required to be charged by the proposed shift to the use of revenue bond
financing.

It should also be noted that if a genuine issue would arise between the
Administrator and a non-federal utility over whether "after good faith
negotiations (the Administrator) is unable to make arrangements for the
use of non-federal facilities," there is nothing to prevent the Administrator
from seeking an appropriation from Congress to build the facility without
the use of revenue bond financing.
The deletion of the language would make the impact of Sec. 5(a) (2) con-

sistent with the Keating Amendment which, as you gentlemen are all aware,
does not contain a cost test. The Keating Amendment (PL136, 82nd Congress,
1st Sess.) has withstood many tests since 1952 and has not imposed any
material hardship upon Bonneville or any other Federal agency during that
time.
We also should point out what could well be a serious adverse consequence

to the Administrator if the language is not deleted. The language imposes a
(Jost test by which the Administrator must by law determine whether he must
construct the proposed facility or whether he may enter into an arrangement

•

•
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with a non-federal utility. There is no flexibility allowed i
n this determina-

tion. This would prohibit the Administrator from taking into
 account other

equally important considerations such as:

What are the comparable environmental impacts, especially if i
t is a dupli-

cating facility.
What are the risks for delay in completion of the federal proj

ect vis-a-vis

the costs of wheeling over a non-federal system.

If the costs are virtually the same, shouldn't the Administra
tor be able

to enter a wheeling arrangement simply because building th
e line would just

not be worth all the extra effort.

It could well require the Administrator to build a costly line w
hich he does

not desire to build and which line should not be built merely b
ecause this

limitation upon his discretion would foreclose negotiating an otherwis
e de-

sirable and equitable wheeling contract.
At the present time the Administrator has considerable latitude to en

ter

arrangements which he feels are beneficial to the Bonneville Power 
Admin-

istration after taking into account all legal and practical considerati
on. Fail-

ure to delete this language removes that latitude.

As an example, The Montana Power Company now has wheeling arran
ge-

ments with both Bonneville and the Bureau of Reclamation which ar
e highly

oeneficial to the Federal Government. These wheeling arrangements 
serve

areas where neither agency desires to duplicate our system which 
system

has adequate capacity to provide reliable service to them. Had these re
stric-

tions been applicable, such highly desirable arrangements could not have
 been

negotiated.
For these reasons, we urge the deletion of the language mention

ed in

Section 5(a) (2). If that language is deleted, we have no objection 
to this

legislation. Without deletion of the language I have mentioned we woul
d

desire to go on record as being in opposition to this legislation.

Mr. O'CoNNoR. I would like to appear here today in qualified sup-

port of this proposed piece of legislation and to suggest that a sub-

stantial part of the Montana Power Co. service area is in the Bonne-

ville service area and that it is of interest to us.
We have a number of interconnections with Bonneville in several

locations in western Montana. The Montana Power Co. and Bonne-

ville Administration are parties to several contracts by which our

company and Bonneville's system each supplies Wheeling services to

the other to serve each other's loads. So the ability of Bonneville to

finance this construction operation and maintenance is a matter of
mutual concern, I assure you.
At a time of critical energy supply, the avoidance of such proce-

dural delays is important to us.
Montana Power Co. is not a member of the Pacific Northwest Util-

ity Conference Committee, but we were cordially and graciously

invited to sit in with that committee as they were trying to put this
bill together. We accepted that invitation. We served in the dis-
cussions held by that group in connection with this bill.
I think that to a very substantial degree, that the Bonneville and

the drafting committee were successful in their efforts in solving all

of the problems that we saw or that anyone else saw in connection
with this legislation.
We feel, however, there has been one significant and unnecessary

restriction laced on Bonneville's ability to negotiate Wheeling con-
tracts, with non-Federal utilities. That limitation can be easily cor-
rected, and if corrected, we will have no objection, I assure you, to
this legislation.
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Our specific comments are directed at section 5(a) (2) . There isan exception which states the Administrator is required to deter-mine he:
After good faith negotiations, is unable to make arrangements for the useof non-federal facilities which shall be at least equivalent in electricalcapability to the proposed federal facilities and which arrangements shallbe no less favorable to the government than the financing and constructionof the proposed federal facilities.

And that is, we believe, the part of the bill that limits the capaci-ties of the government to negotiate with the utilities.
The first part of the exception relating to electrical capability isnot of importance to us one way or the other.
The second part of the exception, however, is the potential sourceof some fundamental conflicts. That portion creates a test wherebythe proposed arrangements with the non-Federal utility limit theability of the Administrator to consider items other than the costof Federal financing and construction of the facility.
By deleting this language, simply deleting this language, the bill'sapproval would be consistent with the Administrator's purpose ofavoiding unnecessary disputes and leaving him about his presentpower and obligations in all areas not required to be changed bythe proposed shift to the use of revenue bond financing.
We would like to point out that it could well be a serious adverseconsequence to the Administrator if the language is not deleted. Thelanguage imposes a cost test by which the Administrator must bylaw determine whether he must construct the proposed facility orwhether he may enter into an agreement with a non-Federal utility.There is no flexibility in this determination.
This would prohibit the Administrator from taking into accountother equally important considerations such as:
What are the comparable environmental impacts, especially if it is aduplicating facility.
What are the risks for delay in completion of the federal project vis-a-visthe costs of wheeling over a non-federal system.
If the costs are virtually the same, shouldn't the Administrator be ableto enter a wheeling arrangement simply because building the line would justnot be worth all the extra effort.
And it could well require the Administrator to build a costly line whichhe does not desire to build and which line should not be built merely becausethis limitation upon his discretion would foreclose negotiating an other-wise and certain wheeling contract.

At the present the Administrator has considerable latitude to enterarrangements which he feels are beneficial to the Bonneville PowerAdministration after taking into account all legal and practical con-siderations. Failure to delete this language removes that latitude.As an example, the Montana Power Co. now has wheeling arrange-ments with both Bonneville and the Bureau of Reclamation whichare highly beneficial to the Federal Government. These wheelingarrangements serve areas where neither agency desires to duplicateour system, which has adequate capacity to provide reliable serviceto them. Had these restrictions been applicable, such highly desirablearrangements could not have been negotiated.
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For these reasons, we urge the deletion of the language mentioned
in section 5(a) (2). If that language is deleted, we have no objection
to this legislation. Without deletion of the language I have mentioned,
we would desire to go on record as being in opposition to this legis-
lation.
Thank you very much, Mr. Chairman.
Mr. JOHNSON. If I construe your statement that you have sum-

marized correctly, I think I get the key spots of differences between
your position and the position taken by the others who testified this
morning on behalf of the bill and the language in it.
I wonder if you would expand on your example a little bit, which

you cited, more than just in the broad terms that you have given us
here? Under what circumstances was the wheeling arrangements
brought about?
Mr. O'CoNNoR. Well, Mr. Chairman, we wheel power for Bonne-

ville Power Administration to each one of the cooperatives in western
Montana, that is, that are in our service area. And I guess the best
example would be a cooperaitve known as the Vigilante Cooperative,
which serves a substantial area east of the Continental Divide, but
within the 75 mile limitation of the Continental Divide.
We had capacity to serve that cooperative because they bought

their power from us prior to buying it from Bonneville, and we de-
livered that power to them. We have an interconnection with Bonne-
ville at their substation at Anaconda, Mont. We were able to negoti-
ate a satisfactory contract and one that was satisfactory to us, one
that obviously was satisfactory to the Bonneville Power Administra-
tion. And had we not been able to negotiate that contract, had the
limitations of the language that are found in this bill been in effect
at that time, we believe that using only cost criteria as the basis of
whether or not we could negotiate a contract, that they would have
been required to build duplicating transmission facilities to have
served Vigilante Cooperative on the east side of the Continental
Divide.
And we are concerned, frankly, about this precedent if it goes into

this bill. We serve power from Great Falls, Mont., to Cut Bank,
Mont.; and over 100,000 voltage transmission line to serve Glacier
Electra Cooperative.
If the cost criteria had been the only one that could have been used

in determining whether or not we should negotiate with the Bureau,
the Bureau would have been compelled to have built their own line.
We don't think that this is consistent with our desires to not have

duplicating facilities. We don't think it is consistent with the en-
vi ronmenttal thrust to have single transmission facilities n an area.
And we, frankly, think that this limitation, which has not been in
the law, this limitation, which has never been imposed on the Ad-
ministrator previous to this, would require in many instances, dupli-
cating facilities when he could negotiate a contract that was better
for the government and for the utilities both.
Mr. JOHNSON. Well, are there similar situations in the area that

was represented by the investor owned, public and federal people,
who testified today?
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They must have similar situations where they have wheeling ar-
rangements, and yet they all testified in behalf of the language of
the bill as being acceptable to them.
Mr. O'CoNNoR. Mr. Chairman, I suspect that there are similar situ-

ations in Washington and Oregon. I simply can't say positively that
I know of one instance. •
There is a similar situation in Idaho, about which I do know, a

situation which is similar to ours. And I suspect, and I am certainly
not trying to anticipate Idaho's testimony, but I suspect that Idaho
is going to have the same objection that we have, based on what they
said to the Senate yesterday.
Mr. JOHNSON. To the best of my knowledge I think we have an

example in California where the Pacific Light and Power people
wheeled Bonneville Power to a cooperative in California.
Mr. O'CoNNoR. Right.
Mr. JOHNSON. The Surprise Valley Cooperative I think that is. I

think they receive power, which is Bonneville power, wheeled to them
by Pacific Light & Power.
Mr. O'CoNNoR. And I think this is a highly desirable arrangement,

Mr. Chairman, but let me suggest again that if this limitation had
been placed on the Administrator at the time they made that wheeling
arrangement, it is entirely possible that they could not be wheeling
power at this time.
Mr. JOHNSON. Well much of our power in our state from the fed-

eral system is wheeled by private enterprise or investor-owned com-
panies such as Pacific Gas & Electric Co., We have no direct ties with
the Federal system 
Mr. O'CoNNoR. Much of the power in Montana is wheeled by the

privately owned utilities to the cooperatives and to customers of that
nature by the privately owned utilities. As a matter of fact, the ma-
jority of the area of Montana is served in that manner. Our concern
is that these arrangements perhaps couldn't have been made with the
limitations that are imposed on the government in this bill.
Mr. JOHNSON. Oh, by the same token you mentioned in here theKeating amendment, which made it almost impossible for the gov-

ernment to build a line.
Mr. O'CoNNoR. Well, the Keating amendment 
Mr. JOHNSON. That was put in 1952.
Mr. O'CoNNoR. The Keating amendment I think has been in prac-tically every appropriation bill for a considerable amount of time,and I suppose there were instances where it might not have beenconsistent with everybody's appetites and wishes.
But I should like to suggest, Mr. Chairman, that I think that theKeating amendment has not imposed any hardships on Bonnevilleand to my knowledge, no other Federal agency. I think it has beenadvantageous.
I believe that it has stopped the duplication of a number of linesthat might otherwise have been built, which we would now regret.Mr. JOHNSON. The gentleman from California, Mr. Clausen.
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Mr. CLAUSEN. I have no questions. I believe he stated his position
very clearly, and the dialog between the chairman and the witness
has brought out all the points made.
Mr. JOHNSON. The consultant to our committee, Mr. Casey, do you

have any questions?
Mr. CASEY. I don't believe I have any questions.
Mr. JOHNSON. Well, we want to thank you, Mr. O'Connor. You

certainly have given us a very clear and forthright statement here,
and your summary in response to the questions, your answers, have
been well said and placed in the record. So I think we do have a good
record from the Montana Power Co. here.
Mr. O'CONNOR. Thank you, members of the committee and Mr.

Chairman.
Mr. JOHNSON. Our next witness is Mr. Robert A. Hogg, the con-

sultant, Idaho Power Co.
Do you have anyone you wish to bring up with you, Mr. Hogg? We

heard you in Idaho at Burley, and here in Washington about a little
matter there in Idaho, that has affected your company. I hope it is
working out to the satisfaction of all?

STATEMENT OF ROBERT A. HOGG, CONSULTANT, IDAHO POWER

CO.: ACCOMPANIED BY JAMES E. BRUCE, VICE PRESIDENT AND

SECRETARY, COUNSEL OF IDAHO POWER CO.

Mr. HOGG. It is working out very good, Mr. Chairman. I do have
in the room with me Mr. James E. Bruce, who is vice president and
secretary and general counsel for the company. I would like for him
to come up if he could.
Mr. JOHNSON. COIlle right On up.
Mr. BRUCE. Thank you, Mr. Chairman.
Mr. HOGG. I have submitted to the staff the statement for the Idaho

Power Co., Mr. Chairman, which I would like to have in the record.
Mr. JOHNSON. It will be placed in the record at this point as if

read in full and you may summarize it.
[The statement of Robert A. Hogg follows in full:]

STATEMENT OF IDAHO POWER CO., SUBMITTED BY ROBERT A. HOGG, BOISE, IDAHO

My name is Robert A. Hogg, Boise, Idaho, a registered Professional Civil

Engineer. I was Vice President of Idaho Power Company at the time of my

retirement at the end of 1972. I have been retained in a consulting capacity

for the Company in this matter because of my previous experience in this

area. I am appearing to present Idaho Power Company's position on H.R.

14168, cited as the "Federal Columbia River Transmission System Act," and

to review the history of transmission line construction and the delivery of

Federal power to preference customers in southern Idaho.
Idaho Power Company is a public utility which, since 1916, has been pro-

viding electrical energy to serve the needs of customers in southern Idaho,

eastern Oregon and a portion of northern Nevada. Idaho Power Company,

In order to provide this service, has constructed a series of 16 hydroelectric

generating plants located along the Snake River and its tributaries and is

currently engaged in constructing a coal-fired thermal electric generating

plant in a joint venture with Pacific Power & Light Company, at Rock

Springs, Wyoming.

39-196 0 - 74 - 8
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The Company over the years has constructed an extensive transmission
line network within its service area to interconnect its 16 generating plants,
provide high capacity interconnections with adjoining utilities and to
transmit power and energy to its service area loads as well as interchange
and sale of power to other utilities in the Pacific Northwest, Southwest and
Intermountain areas. This transmission line network consists of over 4,300
miles of transmission lines ranging from 69 KY to 345 KY in size.
Over the past years 8 municipalities and 12 cooperatives have received

electricity from power facilities constructed by the United States Bureau of
Reclamation as a part of a Reclamation project. These entities received
Reclamation power at rates designed to pay for the power facilities con-
structed as an adjunct to Reclamation facilities and to contribute to the
payment of the irrigation facilities. This electric energy until 1963 was
delivered at an average cost of approximately 5.6 mills per kilowatt-hour.
In 1963 the Secretary of the Interior designated Bonneville Power Admin-
istration to replace the Bureau of Reclamation as the marketing agent for
Federal power in southern Idaho. Immediately upon this transfer the power
rates for government power to these customers in southern Idaho dropped
from approximately 5.6 mills per kilowatt-hour to Bonneville Power Ad-
ministration's standard rate. The average cost to these customers would be
about 3.0 mills per kilowatt-hour. This decrease occurred despite the fact
that the primary source of power was still the Reclamation facilities. Due to
increasing Federal loads, the capability of the Reclamation power facilities
to satisfy these loads was expected to be exceeded about 1964 and, accord-
ingly, it was necessary to obtain power from other sources.
Idaho Power Company and the United States Bureau of Reclamation had

a long history of contractual relations in the interest of developing and
paying for reclamation projects. At the time of transfer of the USBR power
marketing responsibilities to BPA, a contract executed in 1959 was in effect
for the coordinated operation of Government and Company systems, for
interchange and sale of electric power and energy and for service to loads
of the United States and the Company. The contract term extended to
October 31, 1976.
Conferences between, BPA and the Company on transmission and integra-

tion service were initiated late in 1963, with BPA insisting that the Company
agree to wheel to all future preference customers which BPA might take
over or which might be formed in the future. This position would have
permitted BPA's wide open utilization of the Company's system to compete
with the Company for loads being served by the Company. Furthermore, a
review of wheeling agreements in California, Washington, Montana, Utah
and Wyoming disclosed these agreements did not contain such provisions.
The Senate Public Works Committee in 1966 approved a $1,000,000 appro-

priation for a high capacity transmission line across southern Idaho. How-
ever, it directed BPA to continue efforts to reach a wheeling agreement with
non-Federal utilities and to forego use of this appropriation, if such an
agreement could be reached. The Committee expressed the view that Bonne-
ville power should be available to all preference customers, but the Ad-
ministration should not engage in promotional efforts to organize new
preference customers or to persuade existing power users to contract with
it for future power needs. Furthermore, the Committee recommended addition
of the following language to the bill:
Provided, That the Bonneville power Administration shall not supply power,

directly or indirectly to any phosphorous electric furnace plant in Idaho,
Utah, or Wyoming; And provided further, That the Administrator of Bonne-
ville Power Administration shall cancel contract No. 14-03-44107, executed
April 9, 1964, with the Monsanto Company as provided in section II (f ) thereof.

Negotiations continued and an agreement amending in its entirety the
previous agreement (Contract No. 14-06-100-1763) was executed March 29,
1968, effective August 31, 1968 and terminating October 31, 1986. The pro-
visions of this contract provide for Idaho Power Company to provide up to
720,000 kilowatts of transmission capacity. For the 1974-75 period it was
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estimated that the public load, including the Bureau of Reclamation i
rrigation

load, would amount to 339,700 kilowatts. However, at this time the max
imum

load has been only 256,000 kilowatts.
The Idaho Power Company has constructed transmission grids and lines

of size and capacity required to meet Idaho Power Company's load and its

obligations under the wheeling agreement with BPA and the Company intend
s,

and will continue, to make whatever additions are necessary in order to

fulfill its contractual commitments. This contractual commitment has involved

a substantial expenditure of money by Idaho Power Company and will

continue to require additional expenditures. The wheeling agreement has

saved the government an estimated $132 million investment in facilities, an
d

the estimated governmental savings in revenue, interest, operation and 
main-

tenance costs over a 20 year period will approximate $89 million.

Southern Idaho and eastern Oregon are substantially different from the

remainder of the Pacific Northwest, in that the Federal government (Bonn
e-

ville Power Administration) has constructed a Federal grid which acts as

the backbone system for transmission of electric power and energy througho
ut

Washington, western Montana and western and central Oregon. In southern

Idaho and eastern Oregon there is no Federal electrical transmission syst
em

nor is there a need for one. Construction of transmission lines across southe
rn

Idaho has been performed by Idaho Power Company or Utah Power & Lig
ht

Company. Federal lines that have been constructed have been relatively fe
w

and have covered only a very small territory or connect a USBR power
plant

to the main transmission line of either Utah or Idaho.

H R 14168 would allow the Bonneville Power Administration to construct,

operate and maintain the Federal transmission system in the Pacific 
North-

west by use of the revenues of the Federal Columbia River Power Sy
stem

and the proceeds of revenue bonds, as contrasted with the appropriation

method which has historically been required in order to authorize and pa
y

for the construction of Federal transmission facilities in the Pacific Northwes
t.

The Pacific Northwest Utilities Conference Committee, a group composed

of public and private utilities and industrial customers, have studied this

legislation and have proposed a number of changes in the bill. We are also

Informed they have prepared an analysis of the bill, which should be used as

the "Legislative History." This analysis notes the fact that the custome
rs

of the Administrator in southern Idaho are presently served through 
long-

term wheeling arrangements with Idaho Power Company and Utah P
ower

& Light Company on terms satisfactory to BPA. It further states there 
is no

intention of the Administrator under this bill to construct transmission

facilities which would replace the facilities provided by the companies, unle
ss

there is a failure to provide service agreed to under such arrangement
s.

Idaho Power Company is in accord with this summary of the existing

factual situation. Idaho Power Company, Utah Power & Light Company and

The Montana Power Company were invited to and participated in discussio
ns

with the members of the Pacific Northwest Utilities Conference Committe
e

with respect to the bill. At each of these meetings Idaho Power Company an
d

Utah Power & Light Company have consistently pointed out the fact tha
t we

did not believe that southern Idaho should be included in the pro
posed

legislation, because there is no existing Federal transmission system in th
is

area and because the Administrator's customers are presently served 
through

long-term wheeling arrangements.
Idaho Power Company and Utah Power & Light Company have a util

ity

responsibility to serve the load in their respective service areas, which

presently totals about 2,000 megawatts. The BPA load is only 256 megawatts,

or about 11% of the total load. Obviously, the load of these two utilities
 will

be the major factor in determining construction of new facilities and
 the

BPA load will be a minor factor. The companies, of necessity, will be requir
ed

to construct for their own loads and the small additional BPA load wit
h

Its wheeling revenue would benefit all the customers in southern Idaho. 
Con-

sequently, the companies will be desirous of continuing to provide wheeli
ng

service in their respective areas and plan on doing so.
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Section 5 of H R 14168 purports to allow construction by non-Federal
entities of transmission facilities for wheeling of Federal power. We empha-
size that Section 5 does not provide a realistic opportunity for the non-
Federal entity to construct such facilities. A private utility, in constructing
a transmission line, must consider the return that it will receive from such
line and this return must pay the cost of money and other costs, including
the Federal, State and local taxes that the utility incures in constructing,
operating and maintaining such line. Unless the utility does receive payment
for these costs, all of its other customers must bear the burden of such costs.
In Idaho Power Company's service territory the local property taxes paid
by the Company on transmission lines throughout the area are of utmost
importance to taxing bodies and these payments in large measure help to
meet educational and other governmental costs. We therefore recommend
that Section 5 on page 4 be amended by striking the words "which shall"
in line 20 and all of lines 21 through 25, and after the word "facilities" in
line 20 insert the following: "which are equally adequate to serve the pur-
poses set forth in Section 4, and will reimburse a non-Federal utility con-
structing the transmission facilities for the cost of constructing, maintaining
and operating such facilities."
We believe that this amendment would permit a private utility to reasonably

consider the possibility of building transmission facilities that could be used
by the Administrator for providing service to his customers. Unless so
amended, the intent of Section 5 to allow construction of lines by non-Federal
entities would be meaningless insofar as private companies are concerned.

Unless this bill is so amended, Idaho Power Company has no choice but
to register its opposition to the bill.

Mr. HOGG. Thank you, Sir. I was vice president of the Idaho Power
Co. at the time of my retirement at the end of 1972, and I have been
retained in this matter because of my previous experience in negoti-
ating wheeling arrangements.
I am appearing to present Idaho Power Co.'s position on HR.

14168, cited as the "Federal Columbia River Transmission System
Act" and to review the history of transmission line construction and
the delivery of federal power to preference customers in southern
Idaho.
I do appreciate this opportunity of appearing here before you, Mr.

Chairman. As you mentioned, I appeared before you twice last year
in connection with American Falls Dam Reconstruction, which is
progressing very nicely.
The southern Idaho and eastern Oregon areas are included in the

defined term of "Pacific Northwest" and most of the witnesses beforeme are in the West area of the Pacific Northwest, while the southern
Idaho area, with parts of Utah, Nevada, and Montana, are in theso-called East group of the Pacific Northwest.
The East area is different from the remainder or the West groupof the Pacific Northwest in that the private utilities in the East areashave met their utility responsibilities by the construction of highvoltage and high capacity transmission lines.
In contrast, neither BPA nor any other Federal agency has anytransmission facilities to serve significant areas in the southernIdaho area.
The BPA load in southern Idaho is served under a long-termwheeling arrangement under which the Idaho Power Co. has agreed
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to deliver up to 720 megawatts of maximum load. That maximum
load today has been 256 megawatts and contrasted to the utilities'
load of 2,000 megawatts.
The Idaho Power Co. has constructed in southern Idaho a trans-

mission line network of over 4,300 miles, additions to this network
will be required at a faster rate than the relatively small load of
BPA, which is 11 percent of the total load in southern Idaho.
BPA is not required to expend money to construct transmission

lines for their loads in southern Idaho, and furthermore, Idaho
Power Co. will be desirous of continuing to provide wheeling service
to the preference loads.
The Pacific Northwest Utilities Conference Committee in their

consideration of this bill invited Idaho Power Co. to participate with
them in their deliberations, which courtesy we greatly appreciate.
However, at each of these meetings, we consistently stated that south-
ern Idaho should not be included in the bill because there was no
Federal transmission grid in southern Idaho and the BPA prefer-
ence customers are presently served under the long-term wheeling
agreements.
The PNUCC studied this legislation in detail and in light of the

needs of the west group of the Pacific Northwest, has proposed a
number of changes in the bill, which we believe are improvements.
We have also been informed that they have prepared an analysis of
the bill, which should be used as a legislative history.
This analysis notes that the customers of the administrator in

sotuhern Idaho are preesntly served under long-term wheeling con-
tracts on terms satisfactory to BPA and furthermore, there is no
intention of the administrator under this bill to construct transmis-
sion facilities, which would replace the facilities provided by the
companies.
This statement has also been covered by the administrator, Don

Hodel, and we believe this understanding is required to preserve the
existing arrangements.
We further believe that section 5(a) (2) should be amended.

While section 5(a) (2) of the bill purports to allow construction
by non-Federal utilities of transmission facilities for wheeling Fed-
eral power to avoid duplication of facilities, it does not provide a,
realistic opportunity for the non-Federal utility, because a sub-
stantial portion of the private utilities' cost is in the Federal, State
and local taxes, and these are not the cost to the Federal agency.
In comparing the cost of the non-Federal or Federal installation,

either the bill should be amended or the legislative history should
be clear that such comparison should be correct in all respects,
including Federal, State and local taxes as costs in both instances.

Unless it is understood and agreed that this payment of these
taxes must be considered as part of the Federal cost, comparison
of cost is meaningless. Unless so amended, the intent of section 5,
to allow contruction of lines by non-Federal entities

' 
would be

meaningless, insofar as private companies are concerned.
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In essence, Idaho Power Co. conditionally agreed with the manyamendments, as recommended on behalf of the PNUCC, PowerPolicy Committee, but reiterates its position that unless section 5is amended to reflect all conditions, and including the taxes, wehave no other choice but to register our opposition to the bill.That completes my summary, Mr. Chairman.
Mr. JOHNSON. Mr. Hogg, you have given us a very clear statementon behalf of the company that you represent. You have raised theconcern that you have with the proposed legislation as it nowreads. I presume that you have been in on all of the conferencesand meetings that have been held on this legislation when the othersarrived at their positions?
Mr. HOGG. I was not in on those conferences Mr. Bruce attendedthose.
Mr. JOHNSON. But your company did?
Mr. HOGG. Yes.
Mr. JOHNSON. The gentleman from Washington, Mr. Foley.Mr. FOLEY. No questions.
Mr. JOHNSON. The gentleman from California, Mr. Clausen.Mr. CLAUSEN. No questions.
Mr. JOHNSON. Mr. Casey, do you have any questions as consultant?Mr. CASEY. No questions.
Mr. JoHNsoN. Do you have any further comments, Mr. Bruce?Mr. BRUCE. No, we appreciate the courtesy of appearing, and Ithink that Mr. Hogg summarized what we see is the problem, thatif there is going to be an alternative, which was the intent of thebill and one of the things that went into the background of it,that if there is an alternative, it should be viable and a fair al-ternative and one in which we have a chance to really have a chanceto go ahead and construct. If we go ahead and construct, we haveto meet our costs, otherwise all our customers have to pay for it.That is what we think.
If there is going to be an alternative, it ought to be a fairalternative.
Mr. JoHNsoN. Well, we heard from a good many people rep-resentative of that group over a period of time that have arrivedat a proposed bill for Congress' consideration, and they are madeup of investor-owned public utilities, Federal representatives, Fed-eral Government representatives, and now we hear from you people,who are just outside or on the fringe of the service area at Bonneville,I presume?
Mr. HOGG. That is right.
Mr. JoHNsoN. Well, we thank you for giving us the benefit ofyour testimony.
Mr. HOGG. Mr. Chairman, I understand that the -Utah peoplehave left 
Mr. JOHNSON. Yes, their statement is going to be made a partof the record, and it pretty much goes along with your positiontoo. It will be made a part of the record at this point.[The statement of Mr. Verl R. Topham follows:]
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STATEMENT OF UTAH POWER & LIGHT CO., SUBMITTED BY VERL R. TOPHAM,
ASSISTANT SECRETARY

I am Verl R. Topham, Assistant Secretary of Utah Power & Light Company

and an Attorney employed in the Company's Legal Department in Salt Lake

City, Utah.
This Statement is iiresented as the Company's position with reference to

S3362 entitled "Federal Columbia River Transmission System Act."
Utah Power & Light Company is an investor-owned public utility serving

customers in Southeast Idaho, most of Utah, Southwestern Wyoming and

portions of Southwest Colorado. The Company's backbone transmission lines

within this service area and interconnections with other major transmission

facilities are outlined on the map attached hereto. Our generating capacity

totals about 1.4 million kw. Ninety-three percent of our generation is sup-
plied from fossil-fired steam generating units located principally in six plants

in Utah and Wyoming, with the remaining seven percent being generated by

hydro mostly in Southeastern Idaho.
Utah Power believes that Section 5 of the bill should be amended by striking

lines 21 through 25 and inserting after the word "facilities" in line 20 the

following: Which are equally adequate to serve the purposes set forth in

Section 4, and will reimburse a non-Federal utility constructing the facilities

for the cost of constructing, maintaining and operating such facilities.
The Company believes that this amendment clarifies the authority granted

by the bill and maintains the relationship now existing between the ad-

ministrator and the investor-owned utilities operating in Utah and Southern

Idaho.
The Bonneville Project Act 50 Stat. 720, 16 U.S.C. 832-832(1) was not

specific on the question of territorial limitations on the powers of the Bonne-

ville Power Administrator. The statement regarding transmission lines in

fact is very broad on its face. It provides as follows:
(b) In order to encourage the widest possible use of all electric energy

that can be generated and marketed and to provide reasonable outlets therefor,

and to prevent the monopolization thereof by limited groups, the adminis-

trator is authorized and directed to provide, construct, operate, maintain,

and improve such electric transmission lines and substations, and facilities

and structures appurtenant thereto, as he finds necessary, desirable or

appropriate for the purpose of transmitting electric energy, available for

sale, from the Bonneville project to existing and potential markets, and, for

the purpose of interchange of electric energy, to interconnect the Bonneville

project with other Federal projects and publicly owned power systems

constructed on or after August 20, 1937.
Authority granted under this section, however, was always subject to

the continuing supervision and monetary control of Congress. Prior to con-

structing any transmission lines pursuant to this authority, it was neces-

sary that the project be submitted to Congress by way of a request for an

appropriation. The propriety and need of any line could then be examined

by the Congress and the approval or disapproval of appropriations could

assure that the administrator would act to construct the transmission system

in accordance with the overall policy objectives of the act and under the
continuing control and supervision of Congress.
Congress has been called on in the past to contain expansion by the Ad-

ministrator. In 1966 in P. L. 89-689, Congress appropriated money for trans-

mission lines of Bonneville but included the following language in the act:

"provided that the Bonneville Power Administration shall not supply power

directly to or indirectly through any preference customer, to any phosphorous

electric furnace plant in Southern Idaho, Utah or Wyoming."
This language was necessary at that time to protect the utilities serving

those plants from having their existing customers pirated away by Bonneville

and the resulting loss of their previous investment to provide service to those
customers. Bonneville had in fact proposed to serve some of Utah Power's

existing industrial customers.
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Viewed in light of these subsequent developments, it would seem highlyunlikely that the broad statement on authority to construct transmissionlines would have been included in the original act had that act also containedthe proposal now put forth to allow the administrator authority to borrowmoney, finance and construct transmission lines without requirement forany review or approval by Congress. This history also makes abundantly clearthe necessity for a clear expression of intended limitations in the present act.A more specific definition of the jurisdiction of the administrator for pur-poses of marketing the energy produced by the project is contained in P.L.88-552, 78 Stat. 756, 16 U.S.C. 837.
Pacific Northwest is therein defined as follows in Section 1(b) of that act:(b) "Pacific Northwest" means (1) the region consisting of the Statesof Oregon and Washington, the State of Montana west of the ContinentalDivide, and such portions of the States of Nevada, Utah, and Wyoming withinthe Columbia drainage basin and of the State of Idaho as the Secretary maydetermine to be within the marketing area of the Federal Columbia Riverpower system, and (2) any contiguous areas, not in excess of seventy-fiveairline miles from said region, which are a part of the service area of adistribution cooperative which has (i) no generating facilities, and (ii) adistribution system from which it serves both within and without said region.At present under determination of the Secretary of the Interior, a portionof Northwestern Utah and Southern Idaho have been included in the Bonne-ville Marketing Area pursuant to Public Law 88-552. It is from that act thatthe definition in the bill now under consideration was borrowed. Circumstanceshowever dictated this definition in Public Law 88-552 which do not sodictate its use here.
Prior to enactment of Public Law 88-522, several municipalities and coop-eratives located in Utah and Southern Idaho had been purchasing power fromthe United States Bureau of Reclamation. Since these customers were tobe preserved as preference customers under the provisions of Public Law88-552, the territorial definition was drawn broadly enough to include them.However, very few Federal transmission lines have been constructed inthis area. Large portions of this territory are served by Utah Power & LightCompany. That company's transmission facilities have been utilized by theAdministrator for many years under wheeling agreements. These facilitieshave been adequate to serve the needs of the Administrator in providingservice to customers in those portions of Utah and Idaho. The area servedby Utah Power & Light Company in Idaho and Northwestern Utah issparsely settled and largely rural. Present transmission facilities with someimprovement should be adequate to serve all customers of Utah Power andthe Administrator for many years. Improvements, repairs and perhaps somesmall additions will of course be necessary to maintain service and to servenew customers; however, no major construction program should be necessarywithin the foreseeable future.
At present Utah Power has an excellent working arrangement with theAdministrator; and it is our belief that the current Bonneville Administratorwould at this time deny any present intention to construct transmissionfacilities in Utah and Southern Idaho and would agree that the wheelingarrangements furnished by Utah Power have proved most satisfactory andhave been totally adequate to serve the needs of his customers in this area.While we appreciate this expression of good faith present intent, we alsorealize that changing conditions and personalities can soon dim memoriesof well-stated present intentions, particularly when coupled with a largeamount of money available without restriction as would be the case oncethis bill authorizing the issuance of 1.25 billion dollars of revenue bonds forthe construction of transmission facilities becomes law.It is well realized that extreme pressures can build on agencies to spendavailable money. We point out that Secretary Morton in his letter to theSenate President accompanying this proposed bill stated the present Federalinvestment in transmission lines in the Pacific Northwest to be 1.3 billion



dollars. This transmission system has been built over about a 40-year period;
and it is therefore evident that the money here being authorized to be spent
for the construction and acquisition of a transmission system is indeed a
very substantial sum. Unless Congress sets forth in clear terms the policy
limitations intended upon the expenditures of those funds, it could be in-
ferred that because of the very large amount of money authorized, it was
intended that the Administrator pursue a very aggressive policy of expansion
of the territory served by the Federal Transmission System. We believe this
is not the case, but urge that a specific statement of policy is needed within
the act to make clear the intent of Congress on this matter.
The need for specific limiations was recognized by the drafters of the

proposed bill and some limitations are contained in Section 5(a). Subsection
(1) for instance prohibits the acquisition of an operating transmission facility
by condemnation without specific authorization from Congress. In the sparsely
populated areas of Utah and Idaho herein referred to, construction of a
Federal transmission system and abandonment of the joint use of facilities
now affected under wheeling agreements with the investor-owned utilities
could create a severe financial burden upon those utilities and their customers.
Many transmission lines have been constructed by those utilities with
adequate capacity to wheel energy for the Administrator. To deprive them
of the revenue now received under those agreements and burden the utilities
with unused capacity, would be a disservice to all persons living in the area
as well as to taxpayers and ratepayers of the investor-owned utilities living
elsewhere.

Subsections 5(a) (2) and 5(b) appear to have been designed to declare
policy in accordance with that now proposed by Utah Power. These provi-
sions prohibit the construction of certain lines without first following desig-
nated procedures, but the wording of the sections when analyzed leaves
almost total discretion to the Administrator.
Seldom, for instance, would a transmission line duplicate another in all

respects though either line may be fully capable of supplying the Govern-
ment's requirements for transmission. Yet these sections prohibit only facilities
which "duplicate" existing or committed facilities.
The requirement of Subsection 5(a) (2) that the service offered by the

utility be furnished on terms "no less favorable to the Government than the
financing and construction of the proposed Federal facilities" creates a burden
so heavy upon the utility faced with the payment of taxes on such facilities
that it is doubtful if the construction of Federal facilities would ever be
prohibited by the terms of this section.
Present ad valorem taxes in Idaho average about 1.76% of investment

annually. These funds are badly needed by local governments in this area
and the loss of those revenues would cause further hardship on the residents
living there. These and other taxes payable by the utilities would make it
very difficult for utilities to furnish service under the provision of the present
Section 5 (a) (2).
Southern Idaho and Utah are unlike other areas of the Pacific Northwest.

In other sections such as Washington and Western Oregon, the principal
backbone transmission system has been developed by Bonneville and the
situation there is quite different. We recognize that difference and have
joined with other utilities in support of a more efficient method of financing
growth of that system, but it is our firm conviction that extension of Federal
transmission lines into new territory beyond that presently served by existing
lines is a matter of major national policy which should be reviewed and
decided by Congress and should not be placed in the hands of any govern-
mental official who could act without regard to desired national policy or
without review by Congress as to either the project or the amount of the
expenditure. Until the bill is amended to correct this deficiency, Utah Power
& Light Company desires to state firmly its position in opposition now before
the Congress.
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Mr. JOHNSON. Is Mr. Rod Hanson, the executive secretary, Central
Montana Electric Generating 8: Transmission, is he here?
Oh, he is not here, and a representative is not here, but his state-

ment will appear in the record at this point.
[The statement of Mr. Rod Hanson follows in full:]
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STATEMENT OF ROD HANSON, MANAGER, SUN RIVER ELECTRIC COOPERATIVE,
FAIRFIELD, MONT.

My name is Rod Hanson. I am Manager of Sun River Electric Cooperative
at Fairfield, Montana and also serve as Executive Secretary to Central
Montana G&T, a wholesale power cooperative, which has a membership of
14 cooperatives in central Montana. I appear here on behalf of both Central
Montana G&T and Upper Missouri G&T of Sidney, Montana, a wholesale
power supply cooperative, which has five Montana-based rural electric coop-
eratives in its membership.
For more than a decade, both G&T's have been attempting to get access

to the Hungry Horse power reservation (40 to 50 MW) which was intended
for the use of rural •electric cooperatives in Montana. We have been un-
successful in our efforts. Our Consulting Engineer is R. W. Beck and Asso-
dates, and we herewith include a recent letter from W. E. Trommerhausen
of that firm summarizing our efforts to date and making recommendations
for future actions. We are also enclosing, for the record, a copy of an agree-
ment between the Montana Power Company and the Bonneville Power
Administration dated March 17, 1967 which our Consulting Engineer says
is sufficient to assure the delivery of the Hungry Horse power allocation to
cooperatives in Central and eastern Montana.
In his letter to us, Mr. Trommershausen understood that Deputy Assistant

Secretary of the Interior, J. C. Watt, has assured Glacier Electric Cooperative
that it could become a customer of BPA at the end of its present contract
with the Bureau of Reclamation. I have since been able to obtain a copy
of a letter dated March 8, 1971, signed by James G. Watt, Deputy Assistant
Secretary of the Interior, (copy attached) which sets forth the terms and
conditions of eventual service to Glacier by the Bonneville Power Administra-
tion. The letter does not offer suggestions on the manner in which the Hungry
Horse power reservation can be made available to the other rural electric
cooperatives in Montana although this matter was the subject of discussions
with the Department of the Interior at that time. We believe that Deputy
Assistant Secretary Watt, at the time of writing that letter, was not fully
aware that by 1973 the Bureau would be so short of hydro power in the
Missouri Basin by 1977 that it would be imposing a five times demand and
energy charge as a penalty for overrumiing the Bureau's then effective contract
demand. Likewise, we believe that Assistant Secretary Jack Horton, the
successor to Assistant Secretary James Smith, may not have had specific
knowledge of the prior letter by Deputy Assistant Secretary Watt and the
status of the Hungry Horse power reservation at the time that he initially
imposed the five times demand and energy charges on the Bureau's preference
customers. We doubt that Assistant Secretary Horton would have imposed
the penalty on the Montana cooperatives had he been informed that the
Hungray Horse hydro power reservation was being sold and utilized by a
nonpreference customer; i.e., the Montana Power Company. Accordingly, we
are now appealing directly to Assistant Secretary Horton, and to Commis-
sioner of Reclamation Gilbert Stamm, and Bonneville Administrator Don
Hodel, concerning a modification of the power marketing policy outlined by
his predecessor in 1971 so that the cooperatives in Montana, including members
of both Central Montana and Upper Missouri G&T's, can rightly and legally
extend their hydro power supply by the full utilization of the Hungry Horse
power reservation.
We regret that time did not permit us to directly explore this matter with

the Assistant Secretary of the Interior and the Bonneville Administrator
but the timing of these Congressional Hearings did not permit us to do so.
We are hopeful, with such notice as we have been able to give, that the
Assistant Secretary and the Bonneville Administrator will be in a position
to promptly assure this Committee that a mutually satisfactory solution to
our critical power supply problem has been reached and that the Hungry
Horse power reservation will be made available to cooperatives in Montana
before any penalty charges are levied by the Bureau of Reclamation.
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We appreciate this opportunity to discuss our problems with this Committee.
Hopefully the Department of the Interior and BPA can resolve a long-
pending power supply problem facing us in Montana before they launch
into the next important phase of maintenance and expansion of the Bonne-
ville grid. If you have any questions concerning the matters facing our
Cooperatives, I will attempt to answer them. Any technical questions will be
directed to our Consulting Engineers who will be prompt in their response.
Attachments:

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., March 8, 1971.
Mr. N. H. NERMYR,
Manager, Glacier Electric Cooperative, Inc.,
Cut Bank, Mont.
DEAR MR. NERMYR : This is in reply to your January 29, 1971, letter relating

to a proposed meeting with your attorney, Mr. Werner, to discuss Glacier
Electric Cooperative's future power supply.
I am sorry that neither Deputy Assistant Secretary Watt nor I was able

to meet with Mr. Werner as scheduled due to other previously unforeseen
commitments; however, as I am sure you now know, Mr. Werner did meet
with Mr. Bradley, Chief, Division of Power. I understand Mr. Werner and
Mr. Bradley discussed all of the points presented in your letter.
The primary item discussed, and I assume of greatest importance to

Glacier Electric Cooperative, concerned possible purchase of power from
Bonneville Power Administration by Glacier. I understand Mr. Bradley re-
affirmed our previous position that Glacier must continue to take Bureau of
Reclamation power through 1977, in lieu of BPA power, in order to maintain
the financial integrity of Reclamation's power investment. (Following 1977,
and dependent on all Reclamation power in the Missouri River Basin being
marketed, Glacier can anticipate purchasing BPA power to satisfy its load
increases which will occur beyond that date.)
As we have previously advised, we do not question that Glacier is qualified

for geographical preference for Hungry Horse power under Public Law 88-
552; on the other hand, the Department would be remiss in its responsibilities
if it permitted expansion of Bonneville power into an existing Reclamation
project area when such expansion would be financially disadvantageous to that
project. The latter is particularly significant in this instance since facilities
and arrangements would not be available to permit potential deliveries of
BPA power, if Reclamation had not made investments in facilities or incurred
financial obligations for wheeling arrangements. (In the event that it may
be mutually advantageous to do so after 1977, we would be willing to give
consideration at that time to the possibility of Glacier taking all of its
Federal purchases from BPA.)
I trust that the foregoing fully answers your questions concerning Glacier's

potential future purchase of BPA power and will enable Glacier and the
Bureau to proceed with consummation of the presently proposed contractual
arrangements.

Sincerely yours,
JAMES G. WATT,

Deputy Assistant Secretary of the Interior.

MARCH 17, 1967.
Mr. J. E. CORETTE,
President, The Montana Power Co.,
Butte, Mont.
DEAR MR. CORETTE : At the meeting with Mr. Colin W. Raff and others of

your Company on December 6, we were informed that the Montana Power
Company proposes to construct a 230 kv transmission line from a point of
connection with your existing Hot Springs-Anaconda line near Ovanda,
Montana, to a point near Great Falls, Montana. This line will serve as an
additional major interconnection between your Company's power sources and
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Its load centers. It will also provide a transmission path by which, subject
to appropriate wheeling arrangements, power may be interchanged between
the systems of Bonneville Power Administration and the Bureau of Reclama-
tion. This interchange would be accomplished through your interconnections
with the Bonneville system at Hot Springs and Anaconda and with the
Bureau's Fort Peck system near Great Falls.
Your Ovando-Great Falls line would cross certain federal lands which are

under the separate jurisdiction of the U.S. Bureau of Land Management and
Forest Service. At the meeting on December 6 you suggested that we provide
for Government use of excess capacity in your new line through a supplement
to BPA Contract No. 14-03-40534, and that the supplemented be accepted in
lieu of the stipulations of 43 CFR 2234.4-1(c) (5) and 36 CFR 251.52 (d) (2)
required by the Bureau of Land Management and Forest Service, respectively.
In accordance with Contract No. 14-0340534, your Company constructed its

230 kv Hot Springs-Anaconda line and connected the line to terminal facilities
furnished by Bonneville at Hot Springs and Anaconda. That agreement recog-
nizes that mutual benefits result from parallel operation of each party's
Hot Springs-Anaconda line and established the basis, including charges or the
method for computing charges, for use by either party of surplus capacity
in the other party's line. Your Company's Hot Springs-Anaconda transmission
line crosses federal lands.

Contract No. 14-03-40534, instead of the stipulations then under 43 CFR
244.4 (e), was the basis for recommendation that a permit be granted to
your Company to construct your line across public lands.
Since a portion of the facilities mentioned in Contract No. 14-0340534 will

be involved in arrangements relative to your new line, it will be appropriate
to provide for Government use of surplus capacity in the Ovando-Great Falls
line through a supplement to that contract. Accordingly, we suggest that the
following arrangements be made a supplement to said contract and that this
agreement be in lieu of the stipulations of 43 CFR 2234.4-1 (c) (5) and 36
CFR 251.52 (d) (2) with respect to the new line:
(1) The Government shall have the right to utilize surplus capacity in your

Company's facilities between Hot Springs and Great Falls or Anaconda and
Great Falls by use of your existing 230 kv facilities and your proposed
Ovando-Great Falls line and facilities in the vicinity of Great Falls which are
or will be connected to the facilities of the Bureau of Reclamation. Such
surplus capacity may be used for the transmission of electric power and
energy between the Bureau and Bonneville, and for service to any statutory
preference customer, to other federal agencies, and, as agreed upon by the
parties, to other loads.
(2) Bonneville will pay your Company for Government use of surplus

capacity described in (1) above. The charge will be computed at the time
of use by applying the Bonneville standard wheeling formula then in effect
based on the average annual costs of Bonneville transmission facilities;
provided, however, that for transmission of dump energy between the Bureau
and Bonneville over Company facilities described in (1) above the charge
shall be $0.0005 per kilowatt-hour for energy scheduled to the Company for
transfer over said facilities. The Company will deliver such scheduled amount,
less losses as agreed to by the parties.
If the above arrangements are agreeable to you, please so indicate below,

and return one copy of this letter to me. We will then use our best efforts
to assist your Company in obtaining right-of-way permits for those portions
of your Ovando-Great Falls line crossing public lands, and to assure that
such permits will recognize and not be inconsistent with the arrangements
described in this letter agreement. This agreement shall not become effective
until such permits are granted to, and accepted by, The Montana Power
Company.

Sincerely yours,
DAVID S. BLACK,

Administrator.
Accepted:
The Montana Power Co.,

S/ COLIN W. RAFF,
Vice President.
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R. W. BECK & ASSOCIATES,
Denver, Colo., May 29, 1974.

Mr. BERT GIBSON,
President,
Central Montana GcET Cooperative,
Livingston, Mont.
Mr. GEORGE RAIT,
President,
Upper Missouri GcET Electric Co.
Sidney, Mont.
GENTLEMEN: In response to your request of May 28, 1974, I have reviewed

our files to determine whether there is any relationship between H. R. 14168
and S. 3362 now under consideration for Revenue Bond Financing for the
Bonneville Power Administration and the unresolved hydro power supply
problems for Cooperatives in Montana. Our comments on this matter follow,
Including copies of such supporting documents as are currently available to us.
In a July 10, 1961 report on "Power Requirements and Supply" which we

prepared for Central Montana G&T (pages IV-3 and IV-4) reference is made
to 50,000 kW which was reserved under the Hungry Horse Authorization Act
(Public Law 329, 78th Congress) for preference customers. This block of
power was, however, being sold to the Montana Power Company at 80% load
factor under a recallable provision that should such firm power be needed
for preference customers it could be available. The original contract between
BPA and MPC is designated as Contract No. 14-03-001-11975 and is dated
January 29, 1956. In 1961, the MPC's reports to FPC indicate that the Com-
pany purchased 350,400,000 kilowatthours of firm hydro power at the very
low rate of 2.5 mills per kilowatthour. The BPA-MPC Contract was sup-
planted by a new contract designated as No. 14-03-51702, dated August 21,
1967. Attached as Exhibit 1, are pages 4 and 5 of said contract which sets
BPA sales to MPC at 40,000 kilowatts under a 20-year contract that can be
terminated on five years' notice in the event that the Hungry Horse hydro
power reservation is needed to supply Cooperatives in Montana. It seems
clear, therefore, that all parties were in agreement that the Hungry Horse
power reservation for Montana could, upon notice, be made available for the
preference customers.

Since 1961 both Central Montana and Upper Missouri G&T's have at-
tempted, without success, to have the Hungry Horse power reservation made
available to the Montana Cooperatives located east of the Continental Divide;
those Cooperatives that are located west of the Divide were favored with
20-year full power requirements contracts with BPA and therefore did not
need to participate in the Hungry Horse reservation.
In 1964 the Bonneville Act was amended by Public Law 88-552, 88th Con-

gress, August 31, 1964, which made it possible for Vigilante and Glacier Elec-
tric Cooperatives (members of Central Montana G&T) to join the ranks of
western Montana Cooperatives who could be assured of a continuing supply
of Federal hydro power. Vigilante Cooperative now has a 20-year BPA con-
tract and Glacier expects to have a similar power contract by 1977.
There have been several significant developments since 1964 that should

be called to the attention of the interested Congressional Committees, the
Secretary of the Interior, the Commissioner of Reclamation, and the Bonne-
ville Power Administrator, as consideration is given to new legislation now
coming before the Congress as "The Federal Columbia River Transmission
Systems Act." First, the Secretary of the Interior has advised all preference
customers of the Bureau of Reclamation in the Missouri Basin, including
those in central and eastern Montana, that the supply of Bureau of Reclama-
tion hydro power will be frozen at the October 1977 use level. After that
date, all preference customers may be forced to pay a prohibitive overrun
demand and energy penalty of five times the then-existing Bureau hydro
power rate. It is the position of the central and eastern Montana Cooperatives
that such a penalty should not be imposed aa a time when 40,000 kilowatts of
firm hydro .power is being sold to a non-preference customer—the Montana
Power Company.
The Bureau of Reclamation and BPA have represented that it was not

possible to get the Hungry Horse power allocation delivered to the member

•
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cooperatives of Central and Upper Missouri G&T's because the intervening
private utilities would not wheel Hungry Horse power East of the Continental
Divide. We have always considered this to be an arbitrary position and now
see the situation as indefensible from the standpoint of the Companies and
the Federal power supply agencies. The Montana Power Company needed a
right-of-way permit over Federal lands for its Ovando-Great Falls 230-kV
line in 1967. Attached as Exhibits B and C are letters from the Assistant
Secretary of the Interior to Central Montana G&T and to Senator Metcalf,
dated April 13, 1967, assuring the Cooperative that wheeling rights for Hungry
Horse power will be reserved in the Company's 230-kV line. We have been
advised that a wheeling agreement covering this facility was signed on March
17, 1967 by David Black, the Administrator of BPA, and Collin Raff, Vice
President of the Montana Power Company. Presumably, this agreement can
be used for the delivery of the Hungry Horse power reservation to central
and eastern Montana. If that facility does not have the full 40,000 kilowatts
of surplus capacity for wheeling, a second major development should provide
a solution to the wheeling transaction. The MPC 1973 Report to Shareholders
discusses the construction of two 350-MW mine-mouth, steam-electric generat-
ing plants at Colstrip, Montana with the first generating unit and associated
230-kV lines to be in service by 1975. Beyond that date MPC plans to con-
struct a double-circuit 500-kV line between Colstrip and Hot Springs,
Montana. Surely this transmission facility will cross Federal lands and,
again, the Secretary of the Interior will have the opportunity to negotiate
arrangements for additional wheeling capacity for the Hungry Horse power
reservation. It is to be noted in the proposed legislation, Section 4 (c), that
BPA is expected to provide interregional transmission facilities. Query: If
BPA has been unable, or unwilling, to solve a problem involving a mere
40,000 kilowatts how does it expect to fulfill the larger role now intended for it
under the proposed legislation?
Based upon information and data available to us, it is clear that there

are no insurmountable problems in the plan to finally make the Hungry
Fjorse power allocation to the preference customers in central and eastern
Montana as was intended in Public Law 329 of the 78th Congress. The
Montana Power Company has enjoyed the benefit of sizable amounts of
low-cost Hungry Horse hydro power since 1956—a period of 18 years. The
preference customers are faced with increasing power costs after 1977 and
are entitled to the relief that will be gained if the Hungry Horse power reser-
vation can finally be delivered to the Cooperatives in central and eastern
Montana. In our opinion, that matter merits careful review by the Con-
gressional Committees at the time that an expanded transmission program is
being considered for BPA.
If interested parties have further questions concerning this major power

supply program we will respond to such requests.
Very truly yours,

W. E. TROMMERSHAUSEN,
Chief Consulting Engineer.

POWER SALES CONTRACT EXECUTED BY THE UNITED STATES OF AMERICA DEPART-
MENT OF THE INTERIOR ACTING BY AND THROUGH THE BONNEVILLE POWER
ADMINISTRATOR AND THE MONTANA POWER CO.

Now, therefore, the parties hereto mutually agree as follows:
1. Termination of Contract.—Said Contract No. 14-03-001-11975, as amended,

Is hereby terminated as of the time this contract takes effect, but all liabilities
accrued thereunder shall be and are hereby preserved.

2. Term of Contract.—Each of the provisions of this contract shall be
effective for a term of twenty (20) years commencing on the date of execu-
tion, except section 4 hereof which shall terminate on September 30, 1975.

3. Sale of Power and Amount Sold.—(a) The Administrator shall make
available to the Purchaser at one or more of the points of delivery defined
in section 7 hereof, and the Purchaser shall purchase from the Administrator,
firm power in the amount of the Purchaser's contract demand, as defined in
section 2.1 of Exhibit E attached hereto. The Purchaser's contract demand
shall be 40,000 kilowatts; Provided, however, that the Administrator may
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reduce such contract demand (1) at the expiration of five (5) years from
the date he gives written notice to the Purchaser by the amount which in the
judgment of the Administrator is needed to supply the increased requirements
of public bodies, cooperatives, and federal agencies in Montana, which may
be supplied together with the Purchaser from the Montana reservation (as
determined by the Administrator pursuant to Public Law 329, 78th Congress
(58 Stat. 270) ), and (2) upon the date specified by the Administrator in a
prior written notice to the Purchaser that, in the judgment of the Administrator
all or a part of the electric energy purchased hereunder is required to serve
any public body or cooperative for any distribution system, or portion thereof
in Montana, hereafter disposed of to such public body or cooperative, by the
Purchaser; provided, further, that such reduction in the Purchaser's contract
demand shall be restored to the extent that the Administrator determines
he can make firm power available from federal resources other than the
Montana reservation. The amount of contract demand so restored shall be
subject to withdrawal by the Administrator on five (5) years' written notice
that, in his judgment, such capacity is needed to satisfy the requirements
of public bodies, cooperatives, and federal agencies in the Pacific Northwest
("Pacific Northwest" as used herein shall be as defined in Public Law 88-552).
The Administrator hereby restricts delivery of firm power to the Purchaser
while each contract demAnd is in effect to the amount of such contract demand,
and such amount shall constitute the Purchaser's restricted demand, men-
tioned in said section 2.4 of said Exhibit E, for each month in such period
while such contract demand is in effect.
Except as otherwise agreed to by the parties, the Purchaser shall submit

to the Administrator by 3 p.m. MST on Thursday of each week in the term
hereof a schedule of the amounts of energy it will require during each hour
of the following calendar week as firm power up to the contract demand
specified in this subsection.
(b) The Administrator shall make available to the Purchaser at one or

more of the points of delivery defined in section 7 hereof, and the Purchaser
shall purchase from the Administrator firm capacity as defined in section
1.3 of Exhibit E attached hereto, in the amount of the Purchaser's contract
demand. The Purchaser's contract demand for firm capacity shall be 10,000
kilowatts; provided, however, that the Administrator may discontinue the
sale of firm capacity to

Mr. JOHNSON. The last witness we have scheduled is Mr. Charles
A. Robinson, Jr., corporate counsel, National Rural Electric Co-
operative Association. We are glad to have you here.

STATEMENT OF CHARLES A. ROBINSON, JR., CORPORATE COUNSEL,
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION; AC-
COMPANIED BY WILLIAM A. COOK, MANAGER, COOS-CURRY
ELECTRIC COOPERATIVE, INC., COQUILLE, OREG.

Mr. ROBINSON. Thank you. I wonder if Mr. 
Mr. JOHNSON. We have been acquainted with you for some time.

Do you have anyone you would like to have accompany you to
the witness stand?
Mr. ROBINSON. Yes, Mr. Chairman. I have Mr. Bill Cook, the

manager of the Coos-Curry Cooperative, Inc., Coquille, Oreg., who
is here, and I would like Bill to join me if he may.
We do have a prepared statement, Mr. Chairman.
Mr. JOHNSON. Your statements will appear in the record as if

read in full.
[The statements of Charles A. Robinson, Jr., and William A. Cook

follows in full:]
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STATEMENT OF CHARLES A. ROBINSON, JR., CORPORATE COUNSEL, NATIONAL RURAL
ELECTRIC COOPERATIVE ASSOCIATION

Mr. Chairman and Members of the Committee: My name is Charles A.
Robinson, Jr. I am Corporate Counsel for the National Rural Electric Co-
operative Association (NRECA), the national trade association comprised of

some 950 consumer-owned cooperatives which provide electric service to about
25 million people in the rural and sparsely populated agricultural areas of
46 states.
The Bonneville Power Administration supplies wholesale energy to 45

rural electric distribution systems in California, Idaho, Montana, Oregon,
Washington, and Wyoming. These systems have no generation of their own
in the traditional sense. Some of them share or will share in the ownership
of large nuclear generating stations in the Northwest, but even in these
instances they will be 100% dependent for wholesale power supply on the
BPA transmission system, and the transmission systems of other utilities,
which BPA has the right to use.
Our membership in the Northwest and NRECA itself, therefore, strongly

support the concept of permitting the Bonneville Power Administration to
sell revenue bonds, and to use bond sales proceeds and power marketing
revenues to defray the construction and operating costs of its transmission
system. This concept, properly applied would place BPA funding on a largely
self-supporting basis, and theoretically would work toward several desirable
objectives. It would save Bonneville from the need to conform system plan-
ning and construction to the vagaries of the Federal budgetary process; it
would save Congress from a sometimes controversial annual appropriations
process; and it would reduce or permit redirection of Federal expenditures.
We do not, however, believe that H.R. 14168 and S. 3362 in their present
form would achieve these objectives.
Bond financing has worked well for the Tennessee Valley Authority which

since 1959 has had broad authority to finance both power plants and trans-
mission facilities via revenue bonds which are not obligations of the United
States and the interest on which is not exempt from Federal income taxa-
tion. (As of June 30, 1973, TVA had sold about $2.36 billion worth of bonds
and notes, which together with about $800 million of reinvested income,
constituted some 72% of TVA's $4.4 billion total investment in power facilities.
TVA's most recent bond issued carried an interest rate of 8.10%.)
This transition of Federal power system financing from appropriated funds

to debt capital, however, carries with its benefits a very real burden for
its consumers—a higher cost of money which must be reflected in higher
rates. Between 1960 and 1970, TVA's average revenue for electricity sold
at wholesale to cooperatives rose from 4.6 mills per kwh to 6.1 mills per
kwh (the current TVA wholesale rate to cooperatives is about 10.6 mills
with added 15% rate increase in the immediate offing).
This burden of higher capital costs is one which would be imposed on con-

sumers in the Northwest under H.R. 14168 and S. 3362. Our membership
evidences a willingness to accept that burden, if in exchange BPA receives
substantial freedom to build and operate whatever facilities and lines it
deems necessary to provide reliable service at the most reasonable cost
possible.
In our judgment, and in the judgment of many of our members in the

Northwest, some of the provisions of H.R. 14168 and S. 3362 would sub-
stantially detract from the freedom which such legislation should grant
Bonneville, while at the same time imposing on Northwest consumers the
accompanying higher cost of investment financing. That, we think, would
be an unfortunate precedent for the Congress to establish.
For instance, most of the cooperatives in the BPA service area are too

small to construct their own generation, and depend on Bonneville to supply
their entire wholesale energy requirements from the Federal hydro system
or from non-Federal plants via the net-billing concept. Under H.R. 14168 and
S. 3362 [Section 11( b )] which governs use of the BPA revolving fund, the
Administrator is given no authority for long term purchases of power. This
means that as BPA's hydro resources and net billing capability are fully

39-196 0 - 74 - 9
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utilized, BPA will be unable to purchase additional power to meet the con-
tinuing needs of its cooperative distributors. Bonneville proposes to meet
this problem by purchasing or otherwise acquiring additional power on
behalf of the cooperatives as their collective "trustee" or agent. H.R. 14168
and S. 3362, however, do not provide BPA with any such "trustee" or agency
authority. For us, this is a critical omission, and we think that the legislation
should contain express authority for BPA to use the revolving fund for long
term power purchases, or for BPA to make such purchases as agent or
"trustee" for the account of its nongenerating distributors. Failure of the
legislation to contain at least one of these authorities would, in our view,
constitute a very serious deficiency.
We are also concerned with several interrelated aspects of Section 13 of

H.R. 14168 and S. 3362 which contain the authority to issue bonds. This
Section authorizes the BPA Administrator to sell his bonds to the Secretary
of the Treasury only. He may not sell them on the open market. The terms,
conditions, form and maturities of the bonds are to be prescribed by Treasury.
Moreover, the legislation itself establishes as a standard for the bond interest
rate the "current average market yield on outstanding marketable obligations
of the United States of comparable maturities, plus an amount in the judg-
ment of the Secretary of the Treasury to provide for a rate comparable to
the rates prevailing in the market for similar bonds" (underling supplied).
What this underlined "surcharge" language means no one seems to really
know. The result appears to impose on Bonneville complete Treasury control
of its bonding operations, but to deny it the benefit of Treasury's favored
position in the marketplace. Thus, either Treasury itself or the secondary
purchasers of the bonds stand to earn what we consider would be an unjusti-
fied profit at the expense of Northwest rate payers. We also have some
apprehension that this interest rate would effectively prevent Bonneville from
demonstrating the feasibility of constructing a Federal transmission line
under the conditions of controversy contemplated by Sections 5(a) (2) and
5(b) of H.R. 14168 and S. 3362, namely, a desire by a non-Federal utility to
prevent BPA from such construction.
By contrast, the Tennessee Valley Authority (TVA), under its bond

financing statute, sets the terms and conditions for its own bonds, sells
them on the open market at whatever interest rate is available below a
maximum allowed by Treasury; with the Secretary of the Treasury obligated
to purchase such bonds only if TVA determines it cannot reasonably sell
them on the open market. In our view BPA ought to have the same bonding
authority which has been given to TVA, and we urge that H.R. 14168 and
S. 3362 be so amended.

Section 5(a) (1) of H.R. 14168 and S. 3362 takes from BPA the power to
condemn existing transmission facilities; a power which it has held since
1937 under the Bonneville Project Act (16 U.S.C.A. 832 a. (c)]. We do not
understand how this provision will help assure future power supply in the
Pacific Northwest, and we urge its deletion from the Bill.

Section 4 of H.R. 14168 and S. 3362 confers authority on BPA, under
certain circumstances, to build interregional transmission lines similar to
the existing California-Oregon tie lines. This is one of the most valuable
features of the legislation, because in our opinion there are very large
benefits to be derived from a high capacity line interconnecting the Pacific
Northwest with the Missouri Basin. We urge that this authority be retained
in the legislation, and that no additional restrictions on construction of this
type facility be added.

Sections 5(a) (2) and 5(b) of H.R. 14168 and S. 3362 contain several of
what we believe to be very severe restrictions on the authority of the Bonne-
ville Administrator to use his revolving fund for the construction of trans-
mission facilities. Section 5(a) (2) provides that BPA may not use revenue
bond proceeds to construct any line which duplicates or will duplicate existing
facilities or facilities which another utility commits itself to build unless the
Administrator, prior to submission of his Budget to Congress, is unable to
negotiate for use of the other utility's line on terms no less favorable to the
Government than financing its own line. And with the interest rate "sur-
charge" on BPA bonds, provided for in Section 13(a) of the Bill, BPA
transmission line feasibility evaluation would probably be based on private
financing costs.
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In addition, Section 5(b) requires the Administrator to notify all other

utilities of any new BPA construction proposed in each BPA Budget sixty

days before the Budget is sent to Congress. It confers a right on each such

utility to maintain an action in U.S. District Court against the Administrator

to determine whether he has so negotiated in good faith for use of the non-

Federal line. Construction on the Federal line may not be commenced until

150 days after presentation of the BPA Budget to Congress and 30 days

after public notice of intent to begin such construction.
It is true that the law suit authorized by this Section cannot be filed after

expiration of the aforementioned 150 day and/or 30 day period, whichever

occurs later. We respectfully point out, however, that the trial of and appeals

from this kind of suit might consume considerable time, and that this pro-

vision confers on the complaining utility standing to maintain the suit, which

otherwise it would have to prove.
Therefore, it seems to us that in exchange for the authority to issue high

cost revenue bonds, the BPA Administrator will now have decisions on con-

troversial facilities reviewed by the Federal courts in addition to the tradi-

tional review by the Interior Department, by the OMB and by the Congress,

all of which will apparently be continued as they now exist.
In summary, we support enactment of authority for the Bonneville Power

Administration to issue revenue bonds, and to use the proceeds from their

sale, together with power sales revenue, for construction, operation, and

maintenance of the BPA system. We feel, however, that the present legisla-

tion (H.R. 14168 and S. 3362) imposes on BPA, and on its customers, some

very severe restrictions which are not in the public interest. We, therefore,

urge that the Bill be amended to (1) eliminate the "surcharge" on BPA

bonds and give BPA essentially the same measure of freedom in issuing

bonds as has already been conferred on TVA; (2) confer on BPA authority to

make long term power purchases to meet the needs of its non-generating

distributors, or, in the alternative, allow BPA to make such purchases as

an agent or "trustee" of these distributors; (3) retain BPA's historic power

of condemnation; and (4) rewrite Sections 5 (a ) (2) and 5(b) of H.R. 14168

and S. 3362 to eliminate their very severe restrictions on BPA's use of

bond funds for transmission line construction. Without such amendments, we

believe that enactment of the legislation would constitute a most unfortunate

precedent.
We appreciate this opportunity to present our views.

STATEMENT OF WILLIAM A. COOK, MANAGER OF THE COOS-CURRY ELECTRIC CO-
OPERATIVE, INC., COQUILLE, OREG.

Coos-Curry Electric Cooperative, Inc. is one of the 14 rural electric co-

operatives serving the State of Oregon. I, as manager of Coos-Curry Electric

Cooperative, Inc., and speaking for our Board of Directors, support the bill,

but think certain sections put restraints upon the Bonneville Power Admin-

istrator, which hopefully could be modified in its final draft.
While I have questions about Section 5, if the intent of the bill, as I

Interpret it, is adhered to, it hopefully will not be a problem.

Section 13—commencing with line 10, page 13, reading "plus an amount

In the judgment of the Secretary of Treasury to provide for a rate com-

parable to the rates prevailing in the market for similar bonds," this I feel

could possibly put a burden on the Administrator.
The assurance that the Bonneville Power Administrator will have the

power to act as agent to obtain additional power supplies, for those who are

not in the position to generate power, which is necessary for the survival

of public utilities in the Pacific Northwest, is the basic reason for our

support.
The Oregon Rural Electric Cooperative Association has taken no formal

action on this Act, however, having worked with their association and the

Public Power Council, of which they are a member, I feel this basically

reflects their thinking.
Thank you for the opportunity to submit our views.
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Mr. ROBINSON. All right, sir. And I also have a statement by Mr.
Robert B. Smith.
Mr. JoHNsoN. Yes, I have that here too. It will follow Mr. Cook's

statement.
[The statement of Robert B. Smith follows in full:]

STATEMENT OF ROBERT B. SMITH, MANAGER OF THE WASHINGTON RURAL ELEC-
TRIC COOPERATIVE ASSOCIATION

The Washington Rural Electric Cooperative Association is the trade asso-
ciation for ten REA financed rural electric cooperatives which serve ap-
proximately 30,000 farms and rural establishments in the State of Washington.
Over the years the Bonneville Power Administration has been our sole

source of wholesale power which it has delivered to our member cooperatives
over the BPA transmission network. The cooperatives are also participating
In nuclear plants in the region, under net billing arrangements, and in the
future will have to have additional non-federal power to meet their load
growth. They will continue to look to the Bonneville Power Administration
to transmit this power from source to each system's load centers. We are
therefore vitally concerned about the matters dealt with in this legislation.
In the past year there have been many discussions in the Region regarding

possible changes in Bonneville Power Administration existing authorities
and its role in meeting the regions power needs in the future. Under Phase
II of the Hydro-Thermal Program it was apparent that some changes
would be desirable. The Board of Directors of the Washington Rural Electric
Cooperative Association, at a meeting June 23, 1973, adopted recommenda-
tions that BPA should have some type of self financing authority, and should
have the right to purchase power for sale to its customers since the avail-
ability of federal hydro is diminishing.
We have been assured by the Bonneville Administrator that he now has

authority to act as an agent to obtain additional power supplies for BPA
customers and for this reason the authority to purchase power was not
requested in the legislation under consideration. If for any reason the Ad-
ministrator could not act in the capacity of agent as contemplated, we feel
he should then be given authority to make direct purchases to meet the long
term needs of BPA customers.

S. 3362 - H.R. 14168 will accomplish the purpose of authorizing BPA
to issue revenue bonds to finance future transmission lines and use revenues
to pay operation and maintenance costs of the system.
We believe these authorities are necessary to the businesslike operation

of the Federal Columbia Power System and, in accordance with our recom-
mendation of last year, our board, on May 1, 1974, voted to support the
legislation in principle but with reservations about some of the provisions
of the bill.
In Section 5 are a number of restrictions on the authorities granted in

the bill. We can see no valid reason for taking away the right the Ad-
ministrator now has to acquire transmission facilities by condemnation. This
authority may never be used but it is certainly possible that at some time
in the future the exercise of such authority by the Administrator could be
to the best interests of the public. We think he should retain this authority.
In the same section there are other provisions which would appear to

make it nearly impossible for the Administrator to build facilities if some
other entity preferred to do so. We think these restrictions are too confining
and should at least be modified to the point where construction of trans-
mission facilities could not be thwarted by long drawn out negotiations, court
battles and arguments over adequacy of non federal facilities or the chargesfor using them.

Section 13 of the bill deals with the sale of revenue bonds. It appears to
us that the wording commencing on line 10, page 13, reading "plus an amountin the judgement of the Secretary of the Treasury to provide for a ratecomparable to the rates prevailing in the market for similar bonds" does
nothing but add an extra amount to the interest expense for the bonds whichis unnecessary and should be removed.



117

We appreciate the opportunity to submit our views for the
 record, and

hope the committee will give them consideration.

Mr. ROBINSON. Mr. Smith had a board of directors meeting today

and is simply unable to be here.
Mr. JOHNSON. You may summarize your statement at this time,

and Mr. Cook may make any comments he might like to make in

connection with this bill.
Mr. ROBINSON. Thank you very much. We appreciate your courtesy

and we will be brief. We appreciate the lateness of the hour, Mr.

Chairman.
My name is Charles Robinson, and I am corporate counsel of

the National Rural Electric Cooperative Association. I have been
associated with NRECA, as we call it, for something like over
24 years.
There are 45 rural electric cooperatives in California, Oregon,

Washington, Montana, Idaho, Wyoming, which are wholly dependent
on the Bonneville Power Administration for their wholesale power
supply. These are generally small systems. They do not have the
practical opportunity to construct generation. They are existing
because of the Bonneville system.
Some of them came into being because of the existence of whole-

sale power from Bonneville. They are, therefore, anxious to main-
tain a strong Federal power system in the Northwest and will sup-
port any legislation which will result in the strengthening of that
Federal system.
We do strongly support the concept of bond financing for Bonne-

ville as that principle is set forth in the legislation. We do believe
that that is a good concept that has worked well for the TVA and,
properly applied, will work well in the Pacific Northwest. It will
avoid conforming system planning to the vagaries of the Federal

appropriations process. It would save Congress from annual ap-
propriations procedures, which are sometimes controversial. And,
finally, it will permit fading or reduction of Federal funds.
We would point out, Mr. Chairman, that the benefits of bond

financing will carry with it some higher investment costs, some
higher capital costs, for the Bonneville system and for the con-
sumers in the Pacific Northwest. And our people are willing to
accept that burden if the bond financing legislation carries with it
the breadth of authority which they feel is necessary for Bonneville
to operate successfully on a continuing basis.
We feel, though, Mr. Chairman, that there are three sections

of the bill which really need to be amended if Bonneville is to
obtain the breadth of authority, which it needs, and which it should
have in return for assuming the burden of self financing. In other
words, we point out, Mr. Chairman, at the present time that Bonne-
ville has the right to build transmission facilities on an appropriated
funds basis. And we feel that if Bonneville accepts the burden of
going to the market for bonds, for bond financing, it should obtain
a little extra degree of freedom, and certainly should not have its
present authority restricted.
In my view, the legislation as it is presently written, and in the

view of some of our people in the Northwest, that legislation would
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restrict Bonneville's authority unduly in exchange for that bond
financing authority.
The first amendment that we suggest, Mr. Chairman, is with

respect to section 11 (b) . Our systems, as pointed out, are small.
They do not have the capacity to build generation of their own.
Therefore, they will depend, as far ahead as we can see, on the
Bonneville system for wholesale power supply.
The hydrosystem of the Northwest will soon be fully utilized.

The ability of Bonneville to obtain outside power, power from the
thermal plants external to the hydro system via the net billing con-
cept will be exhausted in the early 1980's. Therefore, if legislation
is to provide for future power supply to these systems, it must have
one of two concepts written into it: Bonneville must be able to
use the money it raises, and which goes into its revolving fund pro-
vided for in this bill for long-term purchases, or Bonneville must
have the authority to act as the collective agency trustee for the
small systems in buying outside power for them.
Now neither of these concepts are written into the bill as it has

been introduced. One of Mr. Culp's amendments would take care
of that in part, and we certainly urge amendment of section 11(b)
to provide for either long-term purchases of power for supply to
rural electric systems or, in the alternative, agency trustee authority
for Bonneville to purchase power for the small co-ops with funds
which the co-ops themselves will provide.
We are not seeking any authority for Bonneville to build genera-

tion. We are not seeking any authority for the Federal Government
to build steam plants. All we are asking is that those systems, es-
pecially the co-ops which have been brought into existence via the
Bonneville system and via the availability of wholesale power supply
from Bonneville, be assured of their energy in the future by some
means.
And an amendment of section 11(b) we think is required to

achieve that.
With respect to section 13, which is our second suggestion, Mr.

Chairman, we can see no reason why Bonneville should not be
allowed to issue its bonds on the open market the same as TVA is,
at least as an alternative to selling them to the Secretary of the
Treasury under all circumstances.
And, of course, the interest rate would be whatever is available
with perhaps some maximum set by Treasury as is done in the
TVA case.
It is my understanding unofficially that Bonneville Power Admin-

istration did seek such authority, but that when the legislation was
meshed in the process of administration clearance, that was deleted.
We still think it is a desirable feature that Bonneville should have
authority, at least alternatively, to go to the open market for
its money.

This, of course, is also related to the legislative standards set
by the bill for the interest rates on the bonds. These will be taxable
bonds. The interest on these bonds, as I understand it, will not be
exempt from Federal income tax. That is true with TVA, and would
logically be true too.
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But the interest rate standard set in the bill is the yield on long-

term marketable securities of the United States plus a surcharge

to be decided by the Secretary of the Treasury. And as was pointed

out this morning, that is a novel provision in the statute as far as

we can determine and has never been used before. I think that no

one knows precisely what it means.
And if Bonneville is to be required to sell its bonds to the Secre-

tary of the Treasury to yield a higher rate, then the Secretary of

the Treasury in turn pays on the paper he issues to refund those

bonds, and then, it seems to me the consumers and the Northwest

are being asked to pay a rate higher than is justified by the risk

included in the Bonneville bonds; either that or the secondary pur-

chaser is going to make a profit.
So we would suggest, Mr. Chairman, that to hold this surcharge

in line, that one way of doing that, of holding that surcharge in

line would be to give Bonneville the alternative of marketing its
bonds as it sees fit on the open market.
We think that would be consistent with the spirit of the Act,

consistent with taking the burden from the appropriations process

and transferring it to open market financing.
We understand Treasury's desire to control the issuance of federal

securities in a timely fashion, and in an orderly fashion, but we
can see no reason whatever why Bonneville should pay a surcharge
on its bonds whereas everybody else apparently pays a standard rate.
Now, this of course, goes to the test that has been mentioned for

judging whether Bonneville builds a transmission line or whether
somebody else builds it.
The test there, as pointed out by the power company representa-

tives, and of course we disagree with them on their argument, but
the test is that the Bonneville Power Administrator will be required
to use non-Federal facilities for the transmission of his power if
they are made available to him at a cost at least equal to the cost
of the facilities he would build.
Now it has been complained that, unless you add to this private

taxes, then you are giving the Bonneville Power Administrator an
unfair advantage. But by the same token, Mr. Chairman, I would
say that if you evaluate his facilities on the basis of the cost of
his bonds plus some surcharge, you are offsetting that by placing
a disadvantage on the Administrator.
So I think these may well be offsetting characteristics of the

legislation. We feel very strongly, Mr. Chairman, that the bond
financing language itself needs some revision.
Our final suggestion, Mr. Chairman, goes to section 5(a) (2) and

5(b) of the bill, which in our opinion contain some very substantial
limitations on the authority of the Administrator to build facilities
which the bonds themselves are designed to finance.
As I understand that language, the Administrator may not con-

struct any facility which another utility commits itself to build
and offers BPA the right to use, if the cost of using that facility
is at least as low as the one proposed to be used by the Administrator.
The language requires the Administrator in such a case to look, in
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any case where a non-Federal utility offers the use of its lines,
to negotiate with that utility in good faith.
And if he cannot arrive at a negotiated arrangement, he must

publish notice 60 days before he sends his budget to Congress with
the new facility in it. And the power company thereafter for 150
days or whoever the other party is and for 30 days after that is
granted an expressed standing to bring suit against the Adminis-
trator to determine whether or not he negotiated in good faith by
the terms of this bill.
Now that is a pretty heavy burden for the Administrator to carry,

it seems to me, before he builds a transmission line. He still must
go through the normal budgetary process, you see. He must formulate
his budget and he must clear it through the Department of the
Interior, and he must clear it through OMB, and he must, by the
terms of this bill, send it to Congress.
In addition, the bill confers on the competing utility a right to

go into Federal court and get a determination of whether or not
he negotiated with it in good faith.
Now I would point out, Mr. Chairman, that although the time

period in which that suit can be filed is limited to the 150 days
plus the 30 days, there is also a very real possibility that once that
suit is filed, Mr. Chairman, there will be substantial delays in
reaching a decision. It will probably be referred to a special master

. and back to the judge of the court, to the court of appeals, and
conceivably a petition for a right of certiorari filed. Now that
could delay any facility, that could delay determination of whether
or not he negotiated in good faith, and presumably, it would
have some adverse impact on the issuance of bonds during that
period.
So I would point out, Mr. Chairman, that the burden on the

Administrator to get a controversial facility approved under his
bond authority is very, very substantial according to the terms of
this bill.
We feel that in exchange for accepting bonding financing and

the slightly higher interest rates that may be involved in that, the
Administrator should have more freedom rather than less.
A number of our people in the Pacific Northwest agree with us

according to Mr. Smith's statement.
Now I would point out finally, Mr. Chairman, that Bonneville

is the backbone power system in the Pacific Northwest. It has
been the force which over the years has held the electric systems
of that area together. It is a force which has provided the electricity,
generally the Columbia River Federal Power System, until recently
has provided virtually requirements of the Pacific Northwest. It no
longer can obviously do that, and these requirements will be met
by other utilities through steam generation.
But Bonneville will be still the principal transmission system. We

ask, why should that transmission system be placed under the burden
of this kind of legislation in exchange for bond financing any more
than should any other system?
We support the concept of the bill. We think the thinking behind

the bill is good. We just hope that the Federal system and the small
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co-ops, which are served by the Federal system, are not asked to

give up too much in exchange for this bond financing. We urge your

consideration of the kinds of amendments which we have suggested

before you report out the bill.
That concludes my remarks, Mr. Chairman. Mr. Cook, I am sure,

has some remarks he would like to make.
MR. JOHNSON. Mr. Cook, you may proceed at this time.
Mr. COOK. Chairman Johnson, I do not want to belabor the point

or be redundant in my remarks, because Mr. Robinson has covered

them, but, Mr. Clausen, I think you recognize our position, and you

have some co-ops, not too many, but some in the northern part. And
we are wholly dependent on Bonneville.
Now we do not want to see an erosion of Bonneville's authority

which in certain cases, we feel we are seeing in this particular bill.
Understandably, it is a compromise, and we do support in principle
it, but we do think through the legislative process we could get some
refinements and a little bit firmer basis for our position. And our
position is no different than the municipals as well as the coopera-
tives.
We are not unique in this because they are wholly dependent

as well. And I think that is sufficient.
MR. JOHNSON. Well, -I want to thank you, Mr. Robinson and

Mr. Cook, for your comments in addition to your statement here. On
the long-term purchase of power for preference customers, please
explain that a little further. Do you now have an experience within
the Bonneville system?
Mr. ROBINSON. Yes, Mr. Chairman. The Bonneville system has

virtually all of its hydro committed. Therefore during the past years,
it has operated under a net billing concept. And this is a very com-
plicated arrangement under which Bonneville takes the power from
a plant constructed by another utility in the area and that power
is paid for by Bonneville, taking from that utility a lesser amount of
power than the actual value of the federal power delivered to it.
And it is based on the principle that by inclusion of steam plants
in the area, Bonneville gets more firm power to sell and therefore
does not suffer the full loss of the lesser revenue.
Also over a period of time the existence of these steam plants

will and has and will result and has resulted in increases in the
Bonneville rate. But what you are doing here is trading three or
four mill federal power for power produced from a nuclear plan
at somewhere between six and ten mills, whatever it might be. So
in time you run out of the capability of the hydro for thermal.
Now I am sure Mr. Goldhammer can explain the net billing

concept a lot more lucidly than I can because he does work with
it every day. But the problem is this is the way Bonneville is
providing power above and beyond that available from the actual
hydro system itself at the present time.
Now the ability to make this net billing work will terminate

in the first part of the decade of the 1980's because of the fact that
you are trading low-cost hydro for high-cost thermal and you only
have so much of it. Now beyond that Bonneville is going to have
to either have some authority to enter into long-term purchases to
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supply people like Mr. Cook, because he wouldn't have any more
to meet his hydro growth, or else it is going to have to have
what has been referred to as a trustee agency authority where it
can go to Mr. Cook and say, we can buy you so much power
and you pay for it and we will transmit it to you and bill you
for the total cost.
Now there is some question as to whether Bonneville actually has

that authority. It is certainly not set forth specifically in this bill.
I understand the Administrator has had some exchange with other
Government officials, the Comptroller General, for instance, as to
whether or not he has that authority, and, if so, to what extent.
We would like to see some kind of authority written into

this bill that will assure the small co-ops, the small preference
customers, to assure them of a future power supply over at the
Bonneville system. As long as we are writing a bill to take care of
the future, we ought to take care of these people, it seems to us.
MR. JOHNSON. I would like to have the expert from Bonneville

come back to the stand at this time to tell us how did you handle
the exchange of power from California into the Bonneville system
during your shortage and how did you treat the preference customers,
and how did you treat your industrial faction?
MR. GOLDHAMMER. Let me start out with the power that comes

in from California. I have to separate that into two different
categories. This last year when we had a shortage situation and a
drought, BPA received power from California utitities under some
contracts. They are different types of contracts.
We have contracts, for example, with the city of Los Angeles that

say that we will provide them peaking capacity or power during
daytime hours, and they will return the energy that we supply during
those daytime hours at night time hours and off peak. Since the
daytime power or energy is worth more than the night time energy
because you have peaking capacity to meet peak loads as compared
to off peak loads, they return us more energy than we supply them.
That energy is treated the same as any energy from our hydro-
electric system, and in determining the sales of that power. It just
goes into the system, in other words.
What it does is to help us keep the reservoirs higher than we would

otherwise keep them.
Now, a second type of power we received during that drought

period was a separate contract we had with Southern California
Edison Co. They were to provide us 400 megawatts beginning
December 1 of 1973 through May 31 of 1974. We took very littleenergy under that contract as a result of the considerable improve-ment we had in stream flows beginning last December. We did attimes become short on peaking capacity and needed some additional
energy, and we took that from Southern California Edison. Someof the power was really taken on an exchange basis. We returnedthe energy to them at a later time.
Now a third type of power which was taken from Californiaduring this period was one in which our industrial customers got

some additional power to help carry their loads, which we had
curtailed. We have a right to curtail under our contracts with them.
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The California utilities, under this situation, did not have an

obligation to supply and they were short of oil. However, some of

our industrial customers had opportunities to secure some low sulfur

residual oil for the California utilities and they worked out con-

tracts under which the California utilities supplied up to 550

million kilowatt hours. The industries paid the cost of that power,

based on whatever the oil happened to cost.
The cost of that energy averaged probably close to around 20

mills per kilowatt hour because of the high cost of the oil.
Now that power was purchased by the industries and therefore

they got that energy into their own systems and they paid whatever

the costs were.
Now to answer the second part of your question with regard

to our treatment of the preference customers in the Northwest and

the relationship to the power, as I mentioned earlier, any power

that went into the Bonneville system went to Bonneville's customers.
And the preference customers, of course, received their requirements.
With our preference customers we have what we call "limited

requirements contracts" and they are limited in that we will meet
their requirements, whatever they may be, with two limitations:
One, if they take on any load of 35,000 kilowatts or more in any

year, they have to come to us to determine whether or not the Ad-
ministrator has power available to meet that load. That is because
if we had a number of large loads, we would be in a shortage situa-
tion. So, if power is available, we make it available. If it isn't avail-
able, normally speaking, they would take it on an interruptible basis
until it does become available.
The second limitation in their contract is a provision that in case

the Federal system is unable to supply their requirements, and the
requirements of other preference customers, we will give them
8 years notice that we can no longer meet their requirements. And
after that date there will be an allocation of power from the Federal
system.
Now under phase I of the Hydro-Thermal Program, as Mr.

Robinson pointed out, we took in power from non-Federal sources.
There was power from other public systems, for example. Publicly
owned systems participated to the extent of 30 percent in the Trojan
plant. We will get 30 percent of the power then from this Trojan
nuclear plant when it comes into operation. That power will go
into our system.
We will continue to meet the preference customer requirements

until July 1, 1983. We will then allocate available energy. BPA
will meet the requirements of the public systems until 1983 by use
of thermal generation combined with the Federal hydro system
utilizing federal reservoirs for load shaping and it peaking capacity
for peak loads and reserves.
Now the plants under phase I—well, let me go back a minute.

The hydro-electric resources would carry the loads of the preference
customers through June 30, 1976. The thermal plants, in which we
are taking power through this net billing process, will enable us
to carry the preference loads and meet their requirements, up until
July 1 of 1983. We are now working with the committees of the
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of the Federal power amongst the preference customers at that date.
We will meet their requirements up to that date. After that date they
will have an allocation of Federal power.
At the same time, the preference customers are working through

their public power council on developing thermal generation, which
will meet their requirements after 1983.
The long lead time in building nuclear plants means they have

to get to work on this right away or they will be in short supply.
The arrangements that we are working on with them give them
a considerable amount of flexibility as to how they can meet their
supply.
One method by which they can meet it is the same way that the

investor owned utilities are doing it. They can own part of plants,
which is the usual procedure in the Northwest. The large plants
are usually multiowned. They can build their own plants. They can
take this directly in their system.
We have agreed we will furnish the services of load shaping be-

cause, what they could not carry their loads when the plant is down.
They will need reserves, and we will furnish transmission services.
We recognize this might not be a viable alternative for some of the
medium-sized and smaller utilities, and so we have offered as an
alternative a second method which we will provide to any of the
preference customers. That is that Bonneville will act as an agent
or a trustee for them.
They will tell us how much power they want us to acquire

and we will acquire it for them for a period of years from plants
that will provide power at the lowest cost that would be available.
These will be done in a cooperative and coordinated fashion. And,
for example, to meet some of the loads of the public systems, the
Washington Public Power Supply System is planning additional
units to be constructed which would meet the requirements for quite
a number of years.
One of the questions involved here that has been raised is the

authority to act as an agent or trustee. I might say that we have
acted for a number of years as an agent or trustee for the industrial
customers in the Northwest and for the California utilities.
I might point out that one of the arrangements that was made in

the intertie was that when Bonneville did not have power available
and there was surplus power available the Northwest, we would seek
it out and supply it to the California utilities on the same basis
and uses of the transmission lines as the basis of using surplus energy.
And we have acquired substantial amounts of power for the Califor-
nia utilities over the years in which the intertie has been in operation
to displace their higher cost fuel, and it was practically always oil,
used by the California utilities to generate power.
We have bought power in a number of cases from California

utilities. We have gotten power from Montana, Idaho, Wyoming,
and in the Northwest, and we have acted as a trustee for the
California utilities. We have acted as a trustee to an even a greater
extent for our industrial customers, and we have done this for quite
a number of years.
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To explain that further, Mr. Chairman, I will answer your third

question. You asked about how we supply the industrial customers

and what our relationships with them are.
At the present time we supply the industrial customers two grades

of power. We do not supply them firm power. We supply them

what we call "modified firm power" which gives us a nght to

partially curtail deliveries in case of forced outages on the Federal

system or the system in which we secure power.
The second category is interruptible power. Interruptible power

gives us rights to curtail whenever we find it necessary to curtail.

We try to give the industries as much notice as we can. Sometimes

that notice is very short. Usually the curtailments are due to ad-

verse water conditions. They might be due to the fact that there are

delays in generating units—in other words, we had to use our

secondary energy to supply firm loads.
We are now in the process of negotiating with our industrial

customers a new contract for a still lower grade of power because

of the problems we are facing on shortages. These shortages are

something that Congressman Meeds raised questions about this

morning, of delays in plants. With these delays in plants, particularly

the thermal plants from which we will be securing power over the

next 8 or 9 years. If those plants are delayed, and the history of

these nuclear plants is that they tend to be delayed, they don't tend

to be on schedule, in other words, we will be short of reserves, because

one of the fallacies of our hydro-thermal program phase I was that

we did not provide reserves for delays in plants.
A second problem that we face is that the loads are growing some-

what faster than we had forecasted. So in order to provide the ad-

ditional reserves, we are asking our industrial customers to take a

lower grade of power. This lowered grade of power will enable us

to curtail, in addition to the situation that I have mentioned earlier

of water conditions, forced outages, in case plants can't operate at

full capacity, such as the problem we had with the Centralia Steam

Plant that I mentioned earlier, because of air quality control or be-

cause plants are just delayed for one reason or another for strikes,

for any reason, then we would have the right to curtail this industrial

power.
I might say that one of the questions that is often raised on this

is the relationship of this grade of power to the power that the

preference customers use.
The grade of power that we are proposing to sell industry over

the next few years is not a grade of power that a preference customer

could use to serve its loads, because we have a right to cut it back

and they simply couldn't tolerate a condition where there is curtail-

ment of even substantial or insubstantial parts of the load for long

periods.
But in order to replace the interruptible power in the past the

industries have had trust agreements with us. We have gone out and

purchased power for them. They give us the limits of how much

they are willing to pay for it and we have bought it from all over

the western part of the United States. We bought substantial

amounts of power from the California utilities. We bought even
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probably greater amounts of power for them from surpluses in
British Columbia. In British Columbia they have some steam genera-
ting units largely for reserves, and we buy the excess energy and
they cut us off whenever, they need it for reserves. We also
brought power for them from Montana, Idaho, and Wyoming.
Mn. JOHNSON. I want to thank you for that very pertinent in-

formation. It seems that the word trustee you are well acquainted
with.
Mn. GOLDHAMMER. That is right.
Mn. JoHNsoN. You have it in operation. So the request of Mr.

Robinson there, as far as the smaller cooperatives being protected,
you have been in that business for a long time?
Mn. GOLDHAMMER. I might mention, Mr. Chairman, one other

thing about our policies and our contracts. We guarantee to each
preference customer a minimum of 25 average megawatts. At a
50 percent-load factor that would be about 50,000 kilowatts. So we
are really not talking about the very small ones, because Bonneville
will continue with requirements contracts with them until they reach
the size of about 50,000 peak kilowatts.
Mn. JOHNSON. Thank you for coming back to the stand and

giving us your words of wisdom for the record. I am sure I don't
have it all in my head. You are a knowledgeable man, however, and
I did want that for the record.
The gentleman from Washington, Mr. Foley.
Mn. FOLEY. You have before you the statement of Mr. Smith.

What specific language would you like to delete? Are you suggesting
the deletion of the language on page 4, line 14 and 15?
Mn. ROBINSON. I don't have any specific language, Mr. Chairman.My feeling is that section should be rewritten. I would be glad todevelop language if it would be of help to the subcommittee?
Mn. FOLEY. Do you feel that the Administrator should have tonegotiate with a non-Federal utility if it offers to construct a lineor do you want to just give the Administrator the authority to goahead with the Federal line without having to?
Mn. ROBINSON. I think under any reasonable circumstances, theAdministrator, for that matter, all of the Federal power adminis-trators, have always negotiated. The thing that disturbs me aboutthis language and the disability under which the Administrator isplaced, that if in the judgment of the Administrator the negotiationsare unfruitful for some reason or another, he is then immediately infederal court at the option of the other utility and  
Mn. FOLEY. I am not trying to hold you to any specific language,but just trying to get a sense of what your judgment is. Would younot object to language that requires him to negotiate, but lets himbe the final judge as to whether his negotiations are fruitful, andnot require him to make his final judgment on negotiations with-out any judicial move?
Mn. ROBINSON. To me, that would be entirely acceptable.MR. FOLEY. Is that your main thrust?
Mn. ROBINSON. Yes, and this morning an additional proposal wasmade that before he could build any controversial line, he would haveto clear it through at least one committee of Congress, which would
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be still an additional burden that would be imposed. But your sug-

gestion, Mr. Foley, would be satisfactory to us.
MR. JOHNSON. The gentleman from California, Mr. Clausen.

MR. CLALTSEN. No questions.
MR. JOHNSON. The gentleman from Washington, Mr. Meeds.

Mr. MEEDS. No questions.
Mr. FOLEY. I wonder if we can recall Mr. Hogg and Mr. O'Connor?
Mr. JoHNsoN. Mr. O'Connor has left.
Mr. FOLEY. Is Mr. Hogg here?
Mr. JoHNsoN. Mr. Hogg was here.
Mr. FOLEY. Are there any representatives of the Montana Power

Co.?
Mr. JOHNSON. Yes, here is one.
Mr. ROBINSON. Mr. Chairman, before I leave, I would just like

to touch for a second-
Mr. JOHNSON. Mr. Casey may have a question for you. Go ahead

and complete your statement.
Mr. ROBINSON. I was going to touch on Mr. Goldhammer's dis-

cussion on the agency trustee relationship. If that actually exists,
and if there is legal support for its existence, then of course we do
not insist that it be added to the bill. We do not urgently ask that
it be added to the bill then, but I do think the subcommittee ought
to be absolutely certain that not only the administrative practice
and engineering experience exists for this trustee-agent relationship,
but that there is some legal support which will satisfy the New York
lawyers who are going to have to pass on the powers of Bonneville
Power Administration under these bond indentures. Because once
Bonneville starts operating with bond money, it is going to have
to pledge its revenues. And its revenues are going to have to be
pledged and covered by some kind of a trust indenture in favor of
the bond holders.
And the powers that are exercised by Bonneville and the use

of its bond money under those powers are going to be strictly spelled
out in that bond indenture. And if, at that time, there is not legal

justification and legal underpining to the exercise of that trustee
agency relationship, Bonneville, in my judgment, is not going to
be able to do it.
So if the legal foundation for that exists, in addition to the

engineering experience and administrative practice, then that is
fine. But I would hope that this subcommittee would receive assur-
ances of that legal foundation sufficient to satisfy the bond indenture
writers before it goes and recommends passage without that language.
Mr. JOHNSON. Mr. Casey, do you have any questions?
Mr. CASEY. No, I don't have any.
Mr. JOHNSON. The minority counsel, any questions?
Well, we want to thank you appearing here and giving us the

benefits of your statements. They are all in the record, and your
summary and your response to the questions are there.
Mr. ROBINSON. We appreciate your patience, Mr. Chairman.
Mr. JOHNSON. Now, Mr. Foley, Congressman Foley I should say,

of Washington, would like to further hear from the Idaho Power
Co. or the Montana Power Co. or the Utah Power Co. witnesses
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for a response or two to a question. Is anyone here to represent these
power companies?
Would you come forward. You are the public affairs officer of

Idaho Power. I presume you attended many of these hearings and
are quite familiar with all of these matters of concern?

STATEMENT OF LOGAN LANHAM, DIRECTOR OF PUBLIC AFFAIRS,
IDAHO POWER CO.

Mr. LANHAM. Thank you, Mr. Chairman.
Mr. JOHNSON. Would you give us your full name and full title?
Mr. LANHAM. I am Logan Lanham, and I am the director of

public affairs for Idaho Power Co.
Mr. FOLEY. Mr. Lanham, I don't want to put this question to

you, if you feel it should be answered by some other representative
of the company, but just trying to understand the suggestions of
Mr. Hogg, on page 8 of his testimony, and that is section 5 on
page 4, if you have a copy of the bill, he suggested it be amended
by striking out the words, "which shall" in line 20 and all of lines
21 through 25.
And it is just about that if there is a non-Federal utility able

to build transmission lines which meets the conditions of section 4,
namely, to integrate and transmit the electric power from existing
or additional Federal or non-Federal generating units; to provide
service to the Administrator's customers; to provide interregional
transmission facilities; and to maintain the electrical stability and
electrical reliability of the federal system, that that non-Federal
utlity must be permitted to construct those facilities regardless of
the cost as long as the cost covers the charges of construction and
operation and maintenance.
In other words, would the Administrator have any discretion to

consider cost under this amendment?
Mr. LANHAM. Well-
Mr. FOLEY. If you don't feel that you are in a position to answerthat question, perhaps we can refer to your company for a writtenresponse. But it seems to me that the Montana Power Co. is suggest-ing that the Administrator ought to have complete discretion to

negotiate with a non-Federal utility considering any matters thathe thinks are relevant, whereas it seems that the Idaho Power Co.wants to restrict the Administrator's discretion in another area. AndI get the impression that regardless of how expensive the non-Federal construction or operation and maintenance of a line wouldbe, that if it met the conditions of section 4, the Administratorwould be required to contract?
Mr. LANHAM. Congressman, I think it was Mr. Hogg's opinionthat in the event that there was a comparison of whether the Ad-ministrator constructed the facility or a private utility or a non-private for that matter, that all of the costs and all of the otherramifications would be included. And one of our major costs, whenit comes to constructing facilities, are State and local taxes. Andeverything being equivalent, taxes should be included in the com-parison, and then I think
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Mr. FOLEY. Well, we will just put this as a hypothetical. Suppose
that a non-Federal utility through some misfortune had extremely
heavy costs of financing of the line or that in the Administrator's
opinion the cost of operating and maintaining the line, because of
the company's management situation, was extremely expensive. Now
would he still be bound to enter into that contract as long as the
line would meet the physical generational and operational require-
ments of section 4?
Mr. LANHAM. No. I think, in my opinion, and I think it was

Mr. Hogg's, that in the event that all of these costs were sum
totaled—including the cost of money in the observation that you
were indicating—if in sum total, if it were more favorable for
the Administrator, then so be it. But as long as all the costs were
there and the other factors included, then it would be at the dis-
cretion of the Administrator.
Mr. FOLEY. Well, I don't see then what the objection would be

to the existing language.
Mr. LANHAM. The objection is, as Mr. Hogg explained it, or as

I understood it, the objection was that one of the major costs of
operation 
Mr. FOLEY. Are taxes?
Mr. LANHAM. Yes, are taxes. In our company, it amounts to about

22 percent of our gross revenues paid in Federal, State, and local
local taxes. And when you consider all of the costs to build and
construct and operate and maintain facilities, those have to be
one of those included as in the comparison.
Mr. FOLEY. So that the thrust of this amendment is just to include

the taxes in the equation of costs?
Mr. LANHAM. That is right, as I understand it.
Mr. FOLEY. And the Administrator would still be taking those

into consideration and would still be able to make a comparative
estimate of the costs of the Federal versus the non-Federal con-
struction costs, just considering this kind of a tax burden though?
Mr. LANHAM. As I understand it, yes, sir.
Mr. FOLEY. Thank you.
Mr. JoHisTsort. Well thank you. That concludes the list of wit-

nesses.
Is there anyone else in the room that wants to testify?
Hearing none, we will place in the record whatever statements

have been received up to now and will come in during a period of
the next 10 days. They will be made a part of the record.
Is there objection? Hearing none, so ordered.
[Statements for the record follow.]

LOST RIVER ELECTRIC COOPERATIVE, INC.
Maokay, Idaho, May 28, 1974.

Hon. JAMES A. HALEY,
Chairman, Committee on Interior and Insular Affairs, U.S. House of Representa-

tives, Washington, D.C.

DEAR REPRESENTATIVE HALEY: The Lost River Electric Cooperative, Inc., an
REA financed electric distribution system, serving consumers in the rural

area of Central Idaho respectfully urges your support of the Federal
Columbia River Transmission System Act.

99-196 0 - 74 - 10
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Enactment of this legislation would permit the Bonneville Power Admin-
istration to issue bonds for financing construction of their transmission systemand allow them to put all revenues into a fund from which operating andmaintenance costs would be paid.
If approved, this plan would exempt BPA from the appropriations processin Congress and would enable more dependable long-range planning of thetransmission system.
This Act will reduce the involvement of the Federal Treasury in the long-range planning for electric power in the Northwest and has the support of allutilities in the region. It is a vital part of the planning presently underwayto meet the electric energy requirements of the region in the years to come.Please give this legislation your full support.

Sincerely yours,
M. J. MARINAC,

Manager.

STATEMENT ON BEHALF OF THE WASHINGTON PUBLIC UTILITY DISTRICTS' Asso-CIATION, SEATTLE, WASH., SUBMITTED BY KEN BILLINGTON, EXECUTIVE DIRECTOR
Mr. Chairman, this statement has been prepared in joint form becauseS. 3362 and H.R. 14168, being considered by the individual and respectiveCommittees and/or Sub Committees of both Houses of Congress, are identicalin wording.
Mr. Chairman, Members of the Committee: I am Ken Billington, ExecutiveDirector of the Washington Public Utility Districts' Association, with addressof 601 Tower Building, Seattle, Washington 98101. We appear here in supportof this legislation subject to acceptance of clarifying amendments preparedafter the legislation's introduction, and to be offered for your conasiderationby representatives of the Pacific Northwest Utilities Conference Committee.In our testimony we refer to these as "PNUCC" amendments.
The Washington P.U.D. Association is the service organization of publicutility districts operating hydroelectric generating plants and electric andwater distribution systems serving in excess of 375,000 electric customers inover one-half of the land area of the State of Washington. Additionally, theWashington Public Power Supply System, a joint electric generation andtransmission agency of eighteen of these districts and the three largestmunicipal electric utilities in our State, is a member of the Association. TheSupply System is currently operating the large Hanford Generating Plantusing steam from the Federal NPR reactor. It has three additional largenuclear fired generating plants under construction. Current studies are nowunderway for construction of two additional nuclear plants by the SupplySystem. Five of our members operate nine hydro-electric plants including fivelarge installations on the main stem of the Columbia River. The hydro-electric plants, distribution facilities and the nuclear generating plants,Involve current and anticipated financial investments by these non-Federalconsumer owned utilities in excess of $3% billion. The Public Utility Districtsof the State of Washington, as a group type of utility, are the largest pur-chasers of Federally generated power in the Pacific Northwest. They thushave a direct interest in this legislation on a two-fold basis.
First, the reliability and continued integrity of the present Federally owned"back bone" transmission grid is essential for their future efficient operation.Second, the most efficient operation and cost saving method for both theFederal government in its hydroelectric projects and transmission system, andthe non-Federal generating plants, is the continued use of a common, fullyintegrated transmission system. This continuation of the past basic programof operating jointly will provide the greatest production of energy, underthe most efficient method, at the lowest possible cost, by all parties involvedin electric energy supply in the Pacific Northwest. This includes the Federalgovernment.
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Since the Federal government now has major ownership of the regional

transmission grid, it is logical to continue with its use and expansion under

full integration with the non-Federal generation and transmission systems.

An essential need, however, is to provide a procedure whereby such operation,

maintenance and construction of the Federal transmission facilities will be

handled on a business revenue supported, self financing basis. This will

permit utility-like planning, construction and operation for all power service

groups. We recognize also that the pressures on the Federal budget appro-

priations for other governmental needs are increasing. This has already

restricted funds available for the Federal power system. It has caused delays

in construction which have raised dangers of lower transmission reliability

In certain areas. This, too, has prompted our quest to seek a self financing

method by more direct use of revenues for the Bonneville Power Admin-

istration.
We have participated directly in negotiations among all utility interests,

the direct industrial customers of the Bonneville Power Administration and

the Bonneville Power Administration in what is termed Phase II of the

Pacific Northwest hydro-thermal program. The first ten years of that hydro-

thermal program involved transition from a near 100% hydroelectric power

supply to a beginning base of steam power supply. It was accomplished under

existing law and authority because of the major and direct involvement of

the Federal hydroelectric plants. It became apparent, however, as planning

commenced for power supply beyond the first ten year period, with the major

amount of new power to come from non-Federally owned generating plants,

that consideration had to be given to the extent of future Federal ownership

and operation of an enlarged and needed basic transmission grid. The need

and desirability of having a fully integrated grid, both as to electrical capacity

and economic considerations, became very apparent even if some portions of

that grid were to be non-Federally owned. It was at this time that the Pacific

Northwest utilities working through their Conference Committee along with

the Public Power Council and BPA's industrial customers negotiated and

helped draft this legislation as initially introduced under the present Federal

Administration auspices.
The most important principle embodied in our efforts, and that which we

hope will be sustained by Congress, is to provide this needed procedure for

the operation of the Bonneville Power Administration, but to leave all rights,

past and present, as regards utility relations, among themselves and the BPA

industrial customers, in as near status quo as is possible. We have a long

history in the Pacific Northwest of working our utility service problems out

on a rational mutual basis regardless of differences in basic philosophies and

views on utility ownership. This has been necessary because our region is

made unique as compared to other regions of the Nation by the presence of

the Columbia River system as the major power supply source. River develop-

ment has required Federal, local government and private industry participa-

tion. This has made it mandatory, in benefit to the people of our region, for

the different utility interests to work together and operate their utilities

on a coordinated and coperative joint basis.
Our statement on preservation of present rights pertains directly to the rights

of the publicly and cooperatively owned utilities under the preference

clauses. These are the preference laws heretofore enacted by Congress and

administered under prior Executive Orders. There is no change intended

or desired by this legislation in the preference clause principle or its appli-

cation.
Conversely, while there are those who prefer a broadening of the power

marketing powers of the Federal Government to allow direct purchase of

non-Federal power to integrate such power with Federal power and resell

it under preference requirement contracts, we have accepted the "no broad-

ening" concept of the purchase of power rights. This is provided in Section
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11(b) (6), but with inclusion of the proposed "PNUCC" amendment adding an
item (iii) in that subsection.
We have maintained the definition and geographic size of the Pacific

Northwest region which has been heretofore defined by Congress. We do
not ask that this region be enlarged as regards Federal transmission line
construction by the Bonneville Power Administration. However, we would
Insist in our support of this legislation that the full right of construction
of Federal lines within such defined region be maintained. While it is
provided that a non-Federal utility may build portions of the needed trans-
mission grid, the performance and use of the lines so substituted must be
equivalent in both electrical capability and costs to the Federal Government
in providing needed service to its local utility and industrial customers
anywhere within such defined region. Construction of lines by the Federal
government under this legislation includes those portions of any interregional
tie lines located within the defined Pacific Northwest region. This is good
because additional interregional tie lines will be desirable.
We would make particular reference to one of the clarifying "PNUCC"

amendments. It is the second "proviso" to be added to Section 4(d). The
purpose of the amendment is to maintain Congressional surveillance and
approval over new projects to be constructed by the Bonneville Power Ad-
ministration. Yet, it is also to make certain that once approved, such new
project can be financed and completed in keeping within its needed time
frame and without repeated annual budget approval. In utility planning and
construction, timing is very, very important. Delays occasioned by red-tape
procedures must be avoided or eliminated. Adequate Congressional surveil-
lance is desirable but should not be administered in a way which causes
delays.
We make special comment on the amendment offered by the PNUCC

testimony to Section 11(b) (6). It states that the Bonneville Power Admin-
istration may purchase power if such power is to be paid for with funds
provided by other entities under a trust or agency arrangement.
This clarification of the present authority of the Bonneville Power Ad-

ministration to act as a trust/agency purchaser of power is particularly
beneficial to, and needed by, the smaller cooperative or publicly owned
utility. This will allow them to protect their right of local autonomy by
participating in the future power supply of the region, but doing so without
added cost or obligation on the Federal government. We urge adoption of
this clarifying "PNUCC" amendment to effectuate the trust-agency part of
the Phase II, Hydro-Thermal Program.
Our final comment centers on Section 13 governing the issuance of Federal

revenue bonds by the Administrator with purchase by the Secretary of the
Treasury.
The use of Federal taxable revenue bonds by which to finance future

transmission facilities will increase the cost of transmission service. The
continued use of appropriated funds would provide lower cost. However, as
consumer-owned utility operators, while cost is a very important factor in
service to our consumer-owners, reliability of service and the ability to
provide service when it is needed is even a greater responsibility. In this
legislation we of the Pacific Northwest are forfeiting lower cost participation
by the Federal government in its power transmission activities for a more
positive and definite method of Federal participation. This is essential
where the future power supply to a major degree will come from non-
Federal generating plants, but also where such plants should be operated
In coordination with the Federal hydroelectric plants.
The requirement that purchase of the revenue bonds by the Secretary of

the Treasury will be accomplished "forth with" is very important. We
emphasize the essential need of definite financing on a definite time schedule,
once the facilities or activities of the Bonneville Power Administration have
passed Congressional approval.
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We emphasize the need for stating a clear legislative intent in the lan-
guage directing the Secretary of the Treasury to provide a rate of interest
on the revenue bonds issued by the Bonneville Power Administration com-
parable to similar bonds. Such directive should not allow the electric cus-
tomers of the Pacific Northwest utilities to be penalized by the Secretary
through adding of arbitrary costs associated with non-government financing.
In conclusion, we support enactment of legislation to provide direct self

financing of the Federal Transmission system in the Pacific Northwest by
use of revenues for: (1) operation and maintenance; (2) construction of
new and replacement facilities; and (3) direct financing by the issuance and
service of Federal revenue bonds.
This will allow proper participation by the Federal government and will

secure benefits to the government through full cooperation with the utilities
and industries of the Pacific Northwest region under prudent utility operat-
ing practices.
We urge acceptance of the "PNUCC" amendments and passage of this

legislation.
Respectfully submitted,

KEN BILLINGTON,
Executive Director,

Washington Public Utility Districts' Association.

KAISER ALUMINUM & CHEMICAL CORP.,
Spokane, Wash., May 31, 1974.

Hon. HAROLD T. JOHNSON,
Chairman, Subcommittee on Water and Power Resources, House of Representa-

tives, Washington, D.C.
DEAR MR. JOHNSON: Kaiser Aluminum & Chemical Corporation supports

swift passage of the Federal Columbia River Transmission System Act
(HR 14168).
As an aluminum producer with three plants in the Pacific Northwest

dependent upon the Federal Columbia River Power System for electric power
for production, we are concerned that Bonneville Power Administration have
adequate financing to provide a reliable power system for the region. We
feel that the proposed legislation will accomplish this purpose.
For example, the current delay of BPA's Grand Coulee-Raver 500,000-

volt high-capacity transmission line threatens the power supply to our
Tacoma plant. If the proposed legislation were presently in force, BPA could
have proceeded with construction of the line as approved by financing from
Its revenues or from the proceeds of revenue bonds when escalating costs
made it impossible to start construction with available funds.
For this reason we urge prompt approval of this Committee of this bill.

Sincerely,
BRUCE MCPHADEN,

Vice President.

UNITED STEELWORKERS OF AMERICA,
DISTRICT 38—LOCAL UNION No. 338,

Spokane, Wash., May 31, 1974.
Hon. HAROLD T. JOHNSON,
Chairman, Subcommittee on Water and Power Resources, House of Representa-

tives, Washington, D.C.

DEAR MR. JOHNSON: Local 338 of the United Steelworkers supports early
passage of the Federal Columbia River Transmission System Act (HR 14168).
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The Pacific Northwest is a region with little indigenous fossil fuels and is
therefore heavily dependent upon adequate electrical power to supply means
stability of employment and a continuing economic growth in the region.
Delays in the construction of the transmission portion of the Federal
Columbia River Power System can mean unemployment and a lowered
economy. It is essential that Bonneville Power Administration have the
ability to construct its system on schedule.
For these reasons we urge prompt approval of the legislation by this

Committee.
Sincerely,

Mailgram

ALBERT W. KIENITZ,
President.

SPOKANE, WASH., May 31, 1974.
Hon. HAROLD T. JOHNSON,
Chairman, Subcommittee on Water and Power Resources, House of Representa-

tives, Washington, D.C.
United Steel Workers Local 329 supports early passage as House bill 14168

re federal Columbia Transmission System Act.
GENE SMITH,

President.

UNITED STF.MWORKERS OF AMERICA,
Tacoma, Wash., May 31, 1974.

Hon. HAROLD T. JOHNSON,
Chairman, Subcommittee on Water and Power Resources, House of Representa,

tives, Washington, D.C.
DEAR MR. JOHNSON: The Tacoma, Washington Local 7945 of the United

Steelworkers of America supports early passage of the Federal Columbia
River Transmission Systems Act. H.R. 14168.
The Pacific Northwest is a region with little indigenous fossil fuel and is

therefore heavily dependent upon adequate electrical power to supply the
means for stability of employment and a continuing economic growth in the
region. Delays in the construction of the transmission portion of the Federal
Columbia River Power System can mean unemployment and a lowered
economy. It is essential that Bonneville's Power Administration have the
ability to construct its system on schedule, particularly at a time when
escalating costs can cause delays in meeting construction schedules.
For these reasons we urge prompt approval of the legislation by this

committee.
Very truly yours,

W. A. THODE,
Vice President, Local 7945.

STATEMENT SUBMITTED BY AMERICAN PUBLIC POWER ASSOCIATION

American Public Power Association, which represents some 1,400 local
publicly owned electric utilities in 48 states, Puerto Rico, the Virgin Islands,
and Guam, wishes to express its support for the principle of H.R. 14168.
At its most recent annual conference held in April in Phoenix, Arizona,

APPA members endorsed by resolution Federal legislation "to provide Self-
financing for the Bonneville Power Administration through the right of (a)
issuing Federal revenue bonds, (b) directly using revenues for operation and
maintenance costs, and (c) retaining conditions, contracts, concepts and



preference rights previously established under the still existing Bonneville
Project Act, and which are essential to allow continued full participation and
cooperation by the Federal transmission agency with the utilities and the
direct industrial customers of the Federal government to secure jointly an
adequate power supply for the Pacific Northwest region." A copy of the
resolution is attached to this statement.
Today BPA owns and operates some 12,000 circuit miles of transmission

in the Pacific Northwest. Twenty percent of this regional grid is 500 kv
and this proportion will grow as existing lower-voltage lines are replaced
with higher capacity facilities and new lines are added to allow BPA to
move larger blocks of power to meet regional needs in the 300,000 square
mile BPA service area.
BPA is an active partner in the "hydro-thermal accord" through which

non-Federal steam plants are being integrated into the region's water power
generation base. Federal hydroelectric projects existing, under construction,
or authorized in the Pacific Northwest currently have a rated capacity in
excess of 21.5 million kilowatts.
Plans of Pacific Northwest electric utilities—Federal, consumer-owned,

and private—to meet anticipated loads through 1986 call for sequenced
construction of a series of new generating units of varying ownership and
location linked together by the Federal extra-high voltage transmission
system. Enactment of H.R. 14168 now is significant to fulfillment of these
plans in several ways:

1. Planning for Pacific Northwest power developments is projected ahead
a dozen years, and some certainty about financing methods for the Federal
portion is needed so that non-Federal entities can make their technical,
economic and financial decisions.

2. Orderly adherence to Federal construction schedules for the purpose of
insuring availability of facilities when required for adequate and reliable
service necessitates timely access to funds.

3. Delays in Federal construction due to shortages of money not only
upset tight timetables but impose severe economic penalties on the region's
cdnsumers because of continuing cost escalation.
APPA believes that features of H.R. 14168 which authorize issuance of

revenue bonds by BPA to finance future transmission facilities and which
allow use of BPA revenues to cover operation and maintenance costs will
be of aid in achieving the aims of the region's power plans.
APPA also supports the intent of the legislation to preserve without change

application of the statutory "preference clause" in the marketing of Federal
power by BPA, to protect the existing definition of the BPA marketing area,
and to permit BPA to act in an agency capacity for the acquisition of
power for smaller power systems.

Section 5 or H.R. 14168 contains language which prohibits BPA construc-
tion of duplicate existing transmission facilities or those which a utility
commits itself to construct unless, after good faith negotiations, BPA is
unable to make arrangements "which shall be at least equivalent in electrical
capability to the proposed Federal facilities and which arrangements shall
be no less favorable to the Government than the financing and construction
of the proposed Federal facilities." APPA recommends insertion of the words
"and consumers" after "Government". This addition would insure that the
interests of the ultimate users of power moved over the system, as well as the
government, will be taken into account.

Section 5 also provides a statutory system for suits against BPA when a
utility believes that BPA has not complied with the standards of H.R. 14168
in rejecting a utility proposal. There appears no reason to incorporate this
approach since an aggrieved party would have access to the courts under
existing administrative law and the controversy would also be reviewed by
the Office of Management and Budget and the Congress in the budgetary
process. Creation of this special statutory procedure for contesting BPA's
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decision on the basis of a variety of new standards could have three practical
effects which would block implementation of the plan: (a) if Congressional
approval were required, it might be withheld pending disposition of the suit;
(b) BPA might be stopped by the court from proceeding until final resolution
of the issues, including completion of appeals; and (c) should issuance of
bonds be involved, prospective bondholders might be deterred from purchasing
them. APPA recommends that this provision be eliminated. Providing such
an opporunity for disruption does not seem to be necessary or in accord with
the aims of H.R. 14168.

Section 13 provides for issuance of debt by BPA in the amount of
$1,250,000,000. Bonds could be sold only to the Secretary of the Treasury,
unlike Tennessee Valley Authority bonds which may be sold in the open
r_Oney market.
The Treasury Department would play a major role in determining the

cost and conditions of BPA borrowings. Section 13 states: "Such bonds shall
be in such forms and denominations, bear such maturities and be subject
to such terms and conditions as may be prescribed by the Secretary of the
Treasury taking into account terms and conditions prevailing in the market
for similar bonds, the useful life of the facilities for which the bonds are issued
and financing practices of the utility industry. . . . Such bonds shall bear
interest at a rate determined by the Secretary of the Treasury taking into
consideration the current average market yield on outstanding marketable
obligations of the United States of comparable maturities, plus an amount
in the judgement of the Secretary of the Treasury to provide for a rate
comparable to the rates prevailing in the market for similar bonds." APPA
recommends that H.R. 14168 amended to permit BPA to sell its bonds in the
open money market as well as to the Treasury to help insure the most favorable
financing for electric consumers. The sole source requirement of H.R. 14168
leaves BPA the captive customer of a single Federal banker and eliminates
any possibility of competition in keeping money costs down.
The bill does not define the following terms: (a) "market for similar

bonds", (b) "financing practices of the utility industry", and (c) "rate com-
parable to the rates prevailing in the market for similar bonds". APPA
recommends that the phrases be defined in H.R. 14168 to relate to the
Tennessee Valley Authority, which at the present time is the only Federal
agency which would be comparable to BPA and whose bonds would be
comparable with those of BPA.

SELF-FINANCING FOR THE BONNEVILLE POWER ADMINISTRATION

Whereas, the consumer owned utilities in the Pacific Northwest region
have joined with the Bonneville Power Administration, the investor owned
utilities and the direct industrial customers of the Bonneville Power Ad-
ministration of such region have formulated Phase 2 of the regional Hydro-
Thermal Program; and
Whereas, this joint program of power generation and transmission extends

the present hydro-thermal accord from 1983 to 1986, and establishes con-
cepts and programs of use and value for a longer period; and
Whereas, one of the concepts involved to accomplish continuation of such

hydro-thermal accord is to seek and obtain Congressional approval of self-
financing legislation for the Bonneville Power Administration which will
(1) provide financing for Pacific Northwest Federal transmission facilities
through issuance of Federal revenue bonds, (2) allow the use of revenues
for BPA operation and maintenance costs, and (3) establish the Bonneville
Power Administration as a permanent agency under ii more definitive law;
and

Resolution adopted at Annual Conference, American Public Power Association. inPhoenix, Ariz., April 23, 1974.
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Whereas, legislation now has been introduced in Congress, being S. 3362
and H.R. 14168, designed to accomplish this without change of those basic

fundamentals and rights heretofore established under the original Bonneville

Project Act, prior Executive Orders and existing power contracts and which

are essential to provide full participation by the Federal transmission agency

in the Hydro-Thermal Program; now, therefore, be it
RESOLVED, That the American Public Power Association does hereby endorse

in principle S. 3362 and H.R. 14168, Federal legislation to provide self-

financing for the Bonneville Power Administration through the right of

(1) issuing Federal revenue bonds, (2) directly using revenues for operation

and maintenance costs, and (3) retaining conditions, contracts, concepts and

preference rights previously established under the still existing Bonneville

Project Act, and which are essential to allow continued full participation

and cooperation by the Federal transmission agency with the utilities and

the direct industrial customers of the Federal government to secure jointly

an adequate power supply for the Pacific Northwest region.

STATEMENT OF EDISON ELECTRIC INSTITUTE

The Edison Electric Institute (Institute) is the principal national asso-

ciation of the investor-owned electric utility industry whose 193 member

companies directly serve about 78 percent of the ultimate customers for

electric services in the United States.

SUMMARY OF STATEMENT

1. The Institute supports the general objective of H.R. 14168 that would

provide revenue bond financing for future transmission construction by the

Bonneville Power Administration (BPA).
2. The Institute believes that authorization for the issuance of revenue

bonds by BPA should in no way diminish the present control now exercised

by the concerned appropriation and legislative committees of the Congress.

3. The Institute recommends that Section 13 (a ) of H.R. 14168 be amended

to simplify and clarify the method by which the interest rate on revenue

bonds will be determined; and
4. The Institute recommends the bill be amended to include an in lieu

of tax, to be paid to the states in which BPA operates, as a beginning step

toward equality of taxation among the customers of all segments of the

electric utility industry.

1. REVENUE BOND FINANCING

The Bonneville Power Administration has been in operation for about 36

years and during that time has been the recipient of generous government

financial assistance. BPA's assets place it among the largest utilities in the

United States. It provides electric power over a 300,000 square mile area and

employs about 3,800 personnel. As Senator Jackson stated upon introducing

S. 3362, "Bonneville's operations are similar to those of an electric utility

. . ." As an electric utility system, BPA should have all the rights and

privileges of an electric utility and all of the responsibilities as well.

Because revenue bond financing is more flexible in application and more

appropriate to the operation of an electric utility than are appropriations by

the Congress, we urge the Congress to grant BPA authority to issue revenue

bonds for transmission line construction consistent with the safeguards that

are presently included in the bill and as proposed in this statement. While

flexibility is important from the operational aspect of electric utility operation,

another major reason for granting revenue bond authority is that it should

eventually make more realistic the interest rate BPA will pay for its use of

money.
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2. CONGRESSIONAL CONTROL

Section 11 (a ) and (b) of H.R. 14168 set out the control that may be
exercised by the Congress in various appropriations acts during and after the
time the special BPA fund is established. Because BPA has not yet repaid
to the Treasury over $2.8 billion in funds appropriated by the Congress for
Federal power construction in the Pacific Northwest, we recommend that
the Congressional scrutiny of BPA operations be continued by close examina-
tion of its annual budget and by appropriate legislation should this become
necessary.

3. INTEREST RATE ON BONDS

Section 13 (a ) establishes a procedure by which the Secretary of theTreasury shall determine the interest rate on the revenue bonds to be sold byBPA to the Treasury. The pertinent part reads:
"Such bonds shall bear interest at a rate determined by the Secretary

of the Treasury taking into consideration the current average market yieldon outstanding marketable obligations of the United States of comparable
maturities, plus an amount in the judgment of the Secretary of the Treasury
to provide for a rate comparable to the rates prevailing in the market for
similar bonds."
The Institute recommends that this section by simplified and clarified.Under the language in the bill the interest rate could be set at any figurethe Secretary judges to be appropriate. No definition is provided for "similar"

bonds. Would similar bonds be of the type issued by the Tennessee ValleyAuthority—another government power supplier? Might similar bonds bethose issued by investor-owned electric companies or tax exempt municipal
and state power agencies?
In setting the interest rate the Secretary must take into consideration

the average market yield on outstanding marketable obligations of the United
States of comparable maturities; however, there are few U.S. marketable
obligations outstanding with maturities comparable to those of the averageelectric utility. Thirty year bonds are the norm in the electric industry butare the exception with Treasury obligations.
It is recommended that the bill be amended to specify that the interest

rate on BPA's bonds be that rate on which comparable investor-owned electric
utility bonds are priced on the open market. By comparable is meant bonds
of a reasonably high rating (A and up) and having a maturity of 25 to 80years.

4. IN LIEU OF TAX ON THE BONNEVILLE POWER ADMINISTRATION

Under present tax laws federal government-owned commercial electric sys-
tems pay no federal income taxes and virtually no other taxes. There is no
justifiable reason for perpetuating this tax discrimination. If the taxpayersof this country are to pay taxes through their electric bills as a result of
laws passed by Congress and state legislatures, those taxes should be paid
by the customers of all ownership segments of the industry. There is ample
reason and precedent for Bonneville Power Administration to make in lieu
of tax payments on its power operations and the Institute recommends that
such a tax be included in H.R. 14168.

PRECEDENT

The Tennessee Valley Authority makes annual in lieu of tax paymentsbased on a rate of 5 percent of gross revenues from power operations ex-
cluding revenues from power sales to federal agencies. The 5 percent tax isapportioned among all the states in which TVA does business. TVA makesno tax payments on reservoir land or other property used for non powerpurposes. In fiscal year 1973 TVA made in lieu of tax payments of $27,310,000to state and local governments. TVA's municipal and cooperative customersmade additional tax payments.
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REASONS FOR EQUALITY OF TAXATION

Fair treatment of all customers of electric energy.—Under federal and

state regulatory laws, electric utility companies are permitted to earn a fair

return (and no more) on their rate base after allowance for necessary and

proper expenses. Taxes are one of those necessary and proper expenses.

Consequently, there is no doubt that the tax burden falls on the customers

of the electric utility. It is grossly unfair and inequitable that because of a

particular form of ownership the customers of one segment of the electric

utility industry—the investor-owned electric light and power companies—

must pay more than their proportionate share of the cost of government while

the customers of another segment are exempted from paying their propor-

tionate share.
Competition among electric utilities.—While most businesses compete against

others in the same field of business, they do not compete against the gov-

ernment. This is not true in the electric utility business. Electric utility

companies do not compete against each other because they are regulated

and assigned service areas, but they must compete against government-owned

and government-financed electric systems. These governmnt systems have a

cost and price advantage because: 1) interest on their revenue bonds is

generally exempt from income tax; 2) government power systems are

totally exempt from income tax; and 3) state and local taxes for such sys-
tems are generally lower than those of electric companies. In addition, in

the Pacific Northwest many government-owned and government-financed
electric utilities purchase their energy from the Bonneville Power Administra-

tion, which is totally exempt from all taxes, thus compounding the tax

inequity.
Note on the attached chart the absurd tax situation existing in the Pacific

Northwest. The tax bill, based on taxes per kilowatthour, of the seven
electric companies operating in that area is almost the same as the average
revenue per kilowatthour of BPA. Surely there is a gross inequity in our

system of taxation when the taxes of one ownership segment of the electric

utility industry are almost equal to the revenues received by another owner-

ship segment, with both operating in the same region of the country.
Tax exemptions lead to uneconomic energy conservation policies.—The

present primary energy resource in the Pacific Northwest is hydroelectric
power.
A severe shortage of energy in that region due to lack of water occurred

during the summer of 1973. This situation has happened before in the Pacific

Northwest and may be expected to happen again. Sound energy conservation

policies are necessary to prevent waste of this limited resource. One such

policy, for which strong support appears among many industry, government

and consumer groups, is that consumers of energy should pay the full eco-
nomic costs, including proper tax burdens, of each form of energy they use.
The laws which permit certain consumers of electric service to avoid

their fair share of necessary tax burdens are, in effect, subsidizing the con-

sumption of electrcity by these consumers. Such a result is clearly incom-
patible with this energy conservation policy.

Additional tax revenues.—The proposal made by the Institute below would
generate additional tax revenues for state and local governments which could
relieve the pressure on presently overburdened property owners and may
help to prevent the imposition of new taxes for the ever-expanding functions
of state and local government.

THE INSTITUTE'S TAX PROPOSAL

The Institute proposes that H.R. 14168 be amended to include a section
whereby the Bonneville Power Administration would pay to states in which it
operates an in lieu of tax based on the amount of taxes other than Federal
income taxes, computed as a percentage of gross revenues from electric
operations, paid by the investor-owned electric companies operating in the
Pacific Northwest region. The bill should also make it clear that the interest
on BPA-issued bonds is subject to federal and state taxes.
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EDISON ELECTRIC INSTITUTE,
New York, N.Y., June 21, 1974.

Hon. HAROLD T. JOHNSON,
Chairman, Subcommittee on Water and Power Resources, House of Representa-

tives, Washington, D.C.
DEAR MR. CHAIRMAN: On June 13 the Edison Electric Institute submitted

a statement for the record on H.R. 14168, a bill relating to revenue bond
authority for the Bonneville Power Administration. We would appreciate
the following addendum being added as part of that statement.
"The Edison Electric Institute believes an amendment to the bill is de-

sirable in the interest of clarity and proposes that Section 4 of H.R. 14168
be amended to read as follows: (New wording is underlined, deleted wording
is struck through.)
"Sec. 4. The Secretary of the Interior, acting by and through the Admin-

istrator, shall operate and maintain the Federal transmission system within
the Pacific Northwest and shall construct improvements, betterments and
additions to and replacement of such system within the Pacific Northwest
as he determines are appropriate and required to (a) integrate and transmit
the electric power from existing or additional Federal or non-Federal generat-
ing units; (b) provide service to the Administrator's customers in the Pacific
Northwest; (c) provide interregional transmission facilities; and in conjunc-
tion with lines outside the Pacific Northwest presently in existence of here-
after specifically authorized by Act of Congress or constructed by non-Federal
entities; and (d) maintain the electrical stability and reliability of the
Federal system in the Pacific Northwest."

Sincerely yours,
W. DONHAM CRAWFORD,

President.

Mr. JOHNSON. We wish to thank all of you people for coming
here. The committee has a little further action on a bill or two that
we have considered.
[Whereupon at 2:45 p.m. the subcommittee proceeded to other

business.]
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