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Page 14, lines 8-11

What is the basis for your conclusion that this rate increase “is not sustainable in the current economy”?  Please provide copies of any documents referenced in your answer.

Response:

First, it should be recalled that section 7(a)(1) of the Northwest Power Act states, in part, that BPA shall establish rates that recover, in accordance with sound business principles, the costs associated with the acquisition, conservation, and transmission of electric power, and other expenses incurred by the Administrator.  

Second, the quoted phrase in the data request applies to a one-year rate increase using the traditional TPP standard as the basis for setting the SN CRAC. 

BPA’s conclusion is based upon a number of factors.  One such factor is the input given by parties at the six SN CRAC rate case workshops.  In particular, during the last three workshops there were many comments to the effect that consumers of BPA’s utility customers could not afford another rate increase from BPA.  See http://www.bpa.gov/power/psp/rates/meetings/sn03.shtml for notes and detailed comments given at the SN CRAC rate case workshops.  Input also was received from the region last fall during the Financial Choices public process in 2002.  For a summary of those comments, please see attachment AL-GN-BPA-006A.  Second, BPA’s account executives have advised BPA that customers are saying they cannot afford another BPA rate increase.  Third, Mr. Keep and Ms. Leathley have had conversations with various customer representatives and attended meetings with customer representatives where they expressed concerns about whether they could afford another BPA rate increase.  Fourth, the poor state of the Pacific Northwest economy has been well documented by the press, e.g., high unemployment rates, companies laying off workers, 0% interest rates to spur demand, etc.  A rate increase of the size needed to maintain the traditional TPP standard, see SN-03 Study, SN-03-E-BPA-01, Chapter 7, page 7-4, would not be conducive to an economic recovery.  Finally, BPA has heard that some of its customers themselves are experiencing financial pressure and require rate increases to cover their own cost increases or revenue shortfalls.  Consequently, such customers are in the process of raising rates now or have just completed the process to raise rates.  Such increases, plus an additional rate increase from BPA based on the traditional TPP standard, would make an economic recovery more difficult.  
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