Congress of the Tnited States

TWlaghington, BE 20515
January 22, 2007
Mr. Stephen J. Wright
Administrator
Bonneville Power Administration
P.O. Box 3621

‘Portland, OR 97208-3621
Dear Steve:

We are writing to express our strong opposition to including any provision related to the
Office of Management and Budget (OMB) proposal to require a portion of Bonneville's
secondary sales revenue 1o be returned to the U.S. Treasury and applied to accelerated
debt reduction 1n the upcoming Long-Term Regional Dialogue record of decision (ROD).
We are opposed to such inclusion in the ROD on both substantive and process grounds.

On substance, the OMB proposal represents the worst of all worlds: it guarantees a rate
increase, but, contrary to the stated rationale by OMB, the infrastructure investment
benefits are purely speculative and not likely to materialize. -

As was originally proposed by OMB, Bonneville would be prohibited from assuming any
surplus sales revenue beyond $500 million a year when the Agency analyzes the
probability of making its annual Treasury payment on time and in full and sets its rates
accordingly. ‘What this means is that Bonneville would be forced to raise its baseline
rates in order to meet its Treasury Payment Probability goal. This rate increase would be
required regardless of whether there are any secondary sales revenues over $500 million.

According to a February 8, 2006, analysis by the Northwest Power and Conservation
Council, the OMB proposal would result in a retail rate increase of at least 6.6 percent,
raising power rates by $145 million a year, costing retail consumers an additional $26.13
a year (energy intensive industries will suffer even more), decreasing personal income in
the Northwest by $109 million, and resulting in the loss of 1,120 jobs. Other analysts
project a wholesale rate increase of ten percent or more. This economic blow to our
region would be totally unwarranted.

The reality is, as you know, Bonneville and the region's ratepayers have made Treasury
payments on time and in full for 23 straight years. In addition, Bonneville has voluntarily
made more than $1.5 billion in early payments on its federal debt over the last several
years. Contrary to OMB's current proposal, this was done without raising rates.
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Regarding the process, we believe it is inappropriate to link the discussion about the
long-term allocation of Bonneville power with the unrelated proposal from OMB. In
Bonneville's July 13, 2006, Regional Dialogue proposal, your Agency outlines nine
reasons why the proposal is beneficial for you, your customers, and national interests (on
the latter, your proposal specifically says the Treasury benefits via "enhanced certainty
that BPA will meet its obligations to repay Federal investment in the system by
significantly reducing financial risk™). It is clear that Bonneville believes the proposal is
beneficial for the region even without the controversial proposal from OMB. Given that,
vou should not force customers into accepting a disadvantageous proposal from OMB as
a price for obtaining 20-year contracts from Bonneville that your agency clearly believes
are in the best interest of all parties.

Also in the July 13, 2006, document, Bonneville asked for "public comment and
discussion of this action {the OMB proposal]." We are not aware of any stakeholders in
the region who support the proposal. Given the unified opposition of the public comment
you requested, it would seem to be the right course of action to leave it out of the ROD.

Finally, we are concerned about the precedent set by including the OMB proposal in the
ROD. First, there would be nothing to stop a future administrator from taking even more
drastic measures in a ROD. Second, OMB and Congressional Budget Office (CBO)
scorekeepers would point to its inclusion in the ROD as a "major federal action"” that
would justify scoring the provision as a plus for the Treasury regardless of how likely the
proposal was to actually be implemented.

Thank you for giving our concerns serious and careful consideration.

Sincerely,
PETER DeFAZIQ DOC HASTINGS
Member of Con Member of Congress
NORM DICKS
Member of Congress

M McDERMOTT DENNIS REUBERG
“ Member of Congress Member of Congress
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#EARL BLUMENAUER CATHY McMORRIS RODGERS
Member of Congress Member of Congress

ber of Congress

DARLENE HOOLEY BRIAN BAIRD
Member of Congress Member gf Congress

RICK LARSEN
Member of Congress Member of Congress



