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1.  
Introduction.

This Initial Brief is submitted on behalf of PacifiCorp, Avista Corporation, Portland General Electric Company, and Puget Sound Energy, Inc.  

When Bonneville Power Administration (“BPA”) commenced this Safety-Net Cost Recovery Adjustment Clause (“SN-CRAC”) proceeding in March 2003, BPA stated that under its proposal the "annual average expected value for the SN-CRAC is about 30 percent above May 2000 base rates."
  Since that time, however, water conditions for BPA and its cost management, secondary revenues, and other factors affecting BPA’s financial condition have improved markedly.

In light of these positive developments and the financial tools available to BPA, BPA should withdraw its proposed SN-CRAC rate increase for FY 2004.  The SN-CRAC was designed as a last-ditch safeguard if all other measures proved inadequate.  Through a combination of BPA’s affirmative cost-saving actions and improving water conditions, the underlying rationale for implementing an SN-CRAC for FY 2004 is clearly not now valid.  In short, BPA’s near-term efforts have been a success.  The investor-owned utilities look forward to working with BPA and BPA’s other customers in an attempt to reduce or eliminate the need for  SN-CRACs in FY 2005 and 2006.

2.
BPA Has Recently Made Significant Efforts to Share Information and Avoid the Need for Further Rate Increases.

Following the Administrator’s letter to BPA’s customers dated February 7, 2003,
 BPA has made unprecedented efforts to communicate and share with its customers BPA's views regarding its financial condition.
  BPA has held several workshops on this topic, including some that the Administrator attended.
  Additionally, BPA’s candor about its views of its financial situation
 and the decisions that contributed to the situation have helped to rebuild confidence in BPA.  The IOUs applaud these efforts, as well as BPA’s willingness to work with customers to identify and provide its views on potential financial tools.

3.
BPA Customers Have Responded by Renewing Their Efforts to Work with BPA.

Similarly, the investor-owned utilities and other BPA customers have worked hard to understand and analyze BPA’s financial condition and to develop reasonable alternatives to BPA's proposed rate increase.  As a result, BPA’s customers have offered BPA many suggestions and presented formal and informal proposals that, if implemented, would permit BPA to avoid an SN-CRAC for FY 2004.

In addition, representatives of investor-owned utilities have been meeting regularly with public power representatives, state PUC staff, and BPA staff in an effort to reach a settlement that includes adjustments and shifts in the FCRPS benefits provided to the residential and small farm consumers served by the region's investor-owned utilities.
  BPA should reflect the effects of any such settlement in the setting of any SN-CRAC.

4.
An SN-CRAC Rate Increase Is Not Required For FY 2004, Particularly in Light of the Significant Improvement in BPA’s Financial Condition.

Since BPA filed its Initial Proposal, BPA’s financial condition has improved substantially.  BPA has made progress in controlling its internal costs, BPA's hydroelectric generating conditions have improved, BPA has achieved savings from settling certain augmentation contracts, and power prices have remained relatively high, suggesting better-than-expected secondary revenues.
    BPA did not have the benefit of this information in March 2003, when it made the decision, currently being challenged in the Ninth Circuit Court of Appeals, to commence the SN-CRAC proceeding.  In short, BPA has not made the case that the SN-CRAC proceeding should have triggered in March and certainly has not made the case that the SN-CRAC proceeding should continue in light of the information currently available.

BPA’s financial recovery, in combination with the wide array of financial tools at BPA’s disposal, makes a compelling case that an SN-CRAC rate increase is not required for FY 2004.  Accordingly, the investor-owned utilities join the other BPA customers who urge BPA to withdraw its SN-CRAC proposal and implement no SN-CRAC for FY 2004.

5.
BPA Should Consider The Need For SN-CRAC Rate Increases in FY 2005-2006 On A Year-By-Year Basis.

BPA has proposed a three-year, variable-rate SN-CRAC.  Like many other BPA customers, the investor-owned utilities believe that the SN-CRAC should be applied on a year-by-year basis only.  A single-year SN-CRAC, for example, will allow BPA and its customers to take advantage of, and benefit by, control of BPA costs for internal operations and corporate overhead.  And it reduces the possibility that BPA will unnecessarily collect money for problems that may never materialize.
  
6.
The Draft Record of Decision Should Fully Describe General Rate Schedule Provisions Implementing any SN-CRAC.

If, notwithstanding our arguments to the contrary, BPA proposes in its Draft Record of Decision in this proceeding to implement an SN-CRAC rate adjustment, BPA should include in such Draft Record of Decision proposed revisions to Bonneville's General Rate Schedule Provisions ("GRSPs") that fully describe such implementation.  Such specification will allow the parties an opportunity to comment on the proposed SN-CRAC rate adjustment implementation.

Indeed, such an opportunity to comment is required by section 7(i) of the Northwest Power Act, 

16 U.S.C. 839e(i), pursuant to which this proceeding is being conducted.
  
DATED:  May 23, 2003


Respectfully submitted,

/s/​

Stephen C. Hall

Of Attorneys for PacifiCorp

/s/ Tom DeBoer by Stephen C. Hall



Tom DeBoer

Of Attorneys for Avista Corporation

/s/ Loretta Mabinton by Stephen C. Hall


Loretta Mabinton

Of Attorneys for Portland General Electric Company

/s/ Donald G. Kari by Stephen C. Hall


Donald G. Kari

Of Attorneys for Puget Sound Energy, Inc.

�68 Fed. Reg. 12048 at 12053 (March 13, 2003).  BPA also characterized its proposal as constituting an expected value 15.6 percent increase over current rates for FY 2004-2006.  SN-03-E-BPA-01, at 7-18.  However, this characterization is inappropriate because it incorporates the effects of two other CRACs, the LB-CRAC and the FB-CRAC.  For example, some BPA rates are not subject to one or both of the LB-CRAC and the FB-CRAC.


�  SN-03-E-JC-01, Attachment E.


� See, e.g., SN-03-E-BPA-11A; see also, SN-03-E-CR/YA-02BBa,What Led to the Current BPA Financial Crisis?  A BPA Report to the Region (April 2003).


� Unfortunately, BPA has on occasion confused BPA costs with BPA's providing a share of the benefits of the Federal Columbia River Power System (“FCRPS”) to residential and small farm consumers.  BPA cost reductions benefit BPA's regional customers generally, whereas reducing FCRPS benefits for the residential and small farm consumers served by investor-owned utilities is not a BPA cost reduction at all but rather a shift in FCRPS benefits among BPA's regional customers.  See, e.g., SN-03-E-CC-01B, March 26, 2003 letter from the BPA Administrator to Customers and Other Interested Parties, Attachment 1, items 5 and 6.


�  See SN-03-E-CR/YA-02BBA, What Led to the Current BPA Financial Crisis?  A BPA Report to the Region (April 2003).


� See SN-03-E-JC-01, at 14, lines 19-21.


� SN-03-E-JC-01, at 18, lines 20-23.


� See, SN-03-E-PP-01 at 4, lines 4-6.


� Section 839e(i)(2)(A) provides in part that “any person shall be provided an adequate opportunity by the hearing officer to offer refutation or rebuttal of any material submitted by any other person or the Administrator. . . .”
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