BPA Power Allocation will Affect Fish and Wildlife and Tribal Utilities 
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August 15, 2006
BPA has released a proposal for allocating all of its power for the next 20 years.  The proposal is designed to provide certainty for BPA and its utilities about future power supply.  It does not provide any certainty for fish and wildlife.  The proposal would stop any further expansion of Yakama Power and could restrict the formation of other new tribal utilities.

Comments are due September 29, 2006.

I have attached a summary of the proposal and issues and inserted highlights below.

Summary of Issues and Concerns

Fish and Wildlife Issues: This process is not coordinated with fish and wildlife decisions.  The proposal may allocate the federal power, based on current river operations, prior to the completion of the current or a future FCRPS Biological Opinion remand process.  These remands may limit the power that can be generated from the federal dams; if BPA has already committed that power through the allocation process then it would be required to acquire additional electricity, beyond the amounts above, for several years (during the remainder of the current rate period); this would create a risk for other BPA funding such as fish and wildlife.  For example, when BPA over-committed to utilities in 2001, the cost was $3.9 billion and BPA eliminated or reduce fish and wildlife actions.

BPA claims that the proposal will provide more certainty to BPA’s ability to fund fish and wildlife.  BPA states that this funding has been most at risk when its rates are near or above market rates (BPA rates were near market rates in the late 1990s).  The proposal moves the costs of new resources into a separate rate; this should keep the costs of operating the current system well below market rates.  This may be an advantage of the proposal; however, the analysis in the attachment shows that the cost-based rates are likely to go up so there is likely to be continued pressure on fish and wildlife funding.  

While it is true that if BPA’s rates are close to market, it puts pressure on all costs, BPA’s rationale does not fit the recent facts.  Fish and wildlife protection has been cut when BPA faced rate increases or the prospect of deferring payments to the Treasury in 1994 and 2001.  

The proposal does not provide any commitments that BPA will fully implement the NPCC fish and wildlife program or the FCRPS biological opinion.  Tribal representatives have sought such commitments to send a clear signal to the utilities signing new contracts that the cost-based rates will include higher fish and wildlife costs.  

Regional Cost Review: The proposal includes an extensive on-going process to review BPA’s costs.  This will require resources to participate in the process.  Utilities are seeking the ability to make recommendations about fish and wildlife and other costs.  One of the alternatives BPA considered would set up a Cost Review Board with set membership, voting, and broad authority to affect BPA spending (in the alternative, the tribes were given one vote at a table dominated by utilities).  While BPA has not selected this alternative, it will be important to comment on this issue.

Yakama Power: The proposal would essentially block any expansion of the new utility established by the Yakama Nation.  Yakama Power’s allocation of cost-based power would be set at 2010 levels, when the new utility’s load is expected to be three to seven megawatts.  Full service to the Reservation would require about 42 megawatts.  Under the proposal, power beyond the 2010 allocation would be at a much more expensive rate than the existing service from Pacific Power and therefore, it is unlikely that the utility would expand.

New Tribal Utilities: The proposal reserves a limited amount of power for new utilities.  The limits would constrain the growth of any new utility that is larger than 10 megawatts.  The proposal also states that BPA will not pay for the extra costs to deliver power to a new utility unless the existing utility that serves the area agrees in writing to the transfer or the relevant regulatory body has taken final action.  Since most new tribal utilities are likely to face opposition from the utility currently serving a reservation, this provision would make new tribal utilities uneconomic.
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