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SUBJECT: 
A motion opposing the federal budget provisions for increasing Bonneville Power Administration rates and restrictions on Bonneville Power Administration’s borrowing authority.  
BACKGROUND:
Bonneville Power Administration (BPA) is the federal provider of hydropower generated by 31 dams on the Columbia River, nuclear energy from the Hanford plant, and wind farm energy.  This power supply system includes more than 15,000 miles of line and 300 substations serving Washington, Oregon, Idaho, western Montana, as well as small contiguous portions of eastern Montana, California, Nevada, Utah and Wyoming.  BPA markets energy at cost and sells it to public utilities, districts, cooperatives, private utilities and a few large manufacturing companies.  In King County, BPA sells to Seattle City Light and Puget Sound Energy who then market the energy directly to the local residents, businesses and government agencies.  

While BPA is part of the Department of Energy, it is not tax-supported through government appropriations. Instead, BPA recovers all of its costs through sales of electricity and transmission and repays the U.S. Treasury in full with interest for any money it borrows. Because BPA markets energy and transmission at cost rather than at market prices it has traditionally provided some of the lowest cost electricity in the nation.  The cost of the wholesale energy to the region includes the expenses associated with environmental mitigation to protect and enhance fish and wildlife populations affected by hydropower development.   This low-cost power is a benefit of utilizing the natural resources in the Pacific Northwest and has been a cornerstone of the Northwest economy, stimulating growth and new jobs.  

In 2000 and 2001 the Pacific Northwest experienced an energy crisis as a result of market manipulation by the Enron Corporation and a drought that limited BPA’s capacity to generate hydropower on the Columbia River.  During this time, wholesale energy prices increased to levels ten and twenty times higher than existing market prices.  This energy crisis occurred at a time when the Pacific Northwest was already in a recession due to disruptions within the technology and aerospace industries, and other factors.
The energy crisis of 2000 and 2001 has since subsided and energy consumers are back to paying reliable market rates.  However, the economy of the Pacific Northwest is still recovering from the recession and a steady, reliable, reasonably priced energy supply is an important factor in the recovery process.

ANALYSIS:
In an attempt to transition BPA into a more “business-like” operation, the Bush Administration’s 2006 Federal Budget proposal included provisions to increase BPA’s energy rates from wholesale to market prices and to limit BPA’s ability to enter into third party financing.  Under these provisions BPA would not be able to finance the cost of capital improvements beyond $200 million and improvement costs beyond this level would be passed on directly to consumers in the rate structure.  
Proposed Motion 2005-0128 opposes the 2006 Federal Budget proposal to increase BPA’s energy rates to market levels and limit BPA’s financing capacity.  (As previously mentioned, BPA recovers all of its costs through sales of electricity and transmission and repays the U.S. Treasury in full with interest for any money it borrows.  BPA is not supported by the tax dollars outside the Northwest region nor does it receive a federal subsidy.)  
Seattle City Light and Puget Sound Energy estimate that these provisions would raise the price of energy approximately 10-13% to, King County’s energy consumers. The increased energy costs would be passed on to King County’s energy consumers; residents, businesses, and government agencies.  The impact to the regional economy is forecast to result in the loss of 13,000 jobs and a $1.3 billion decrease in personal income, and a consequent impact on tax revenues.  In addition to the potential for tax revenue losses, with 10-13% increases in energy costs, King County government could anticipate an increase in energy costs of approximately $3 million to continue to operate agencies at current levels.   Proposed Motion 2005-0128 was drafted to express the Council’s concern about the potential impacts these budgetary provisions would likely have on the King County and the Pacific Northwest in general.  

A number of regional energy concerns have signed statements of opposition to the proposed BPA provisions in the 2006 Executive Proposed federal budget, including Seattle City Light, Puget Sound Energy, Idaho Power, Portland General Electric, Northwest Energy, Pacific Power, Utah Power, Avista Corp, and Tacoma Pierce County Chamber.  Seattle City Council is considering similar legislation. 
ATTACHMENTS:
1. Proposed Motion 2005-0128
2. Letter from Northwestern energy providers to President George W. Bush

3. Resolution from Tacoma-Pierce County Chamber
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