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SHINGTON
WASH Last Day - October 21

GnqmngEMORANDUM FOR: THE PRESIPENT
Pooless 19117
. 427 FROM: KEN
(E
SUBJECT: Enrolled Bill S. 3362

Federal Columbia River
Transmission System Act

Attached for your consideration is Senate bill, S. 3362,
sponsored by Senator Jackson, which establishes a fund
within the Treasury to finance expansion and operation
of the Bonneville Power Administration's transmission
system; authorizes that agency to sell bonds to the
Treasury, placing the proceeds into the fund; and for
other purposes.

Roy Ash recommends approval and provides you with additional
background information in his enrolled bill report (Tab A).

We have checked with Secretary Morton, the Counsel's office
(Chapman) , Bill Timmons, and Paul Theis who also recommend
approval of the bill and the issuance of a proposed signing
statement (Tab C).

RECOMMENDAT ION

That you sign Senate bill S. 3362 (Tab B) and appr{jve the
proposed Presidential Signing Statement (Tab C).




“ EXECUTIVE OFFICE OF THE PRESIDENT
Q;\bc OFFICE OF MANAGEMENT AND BUDGET
\ WASHINGTON, D.C. 20503

0CT11 %74

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 3362 - Federal Columbia River

Transmission System Act
Sponsor - Sen. Jackson (D) Washington and 5 others

Last Day for Action

October 21, 1974 - Monday

Purgose

Establishes a fund within the Treasury to finance expan-
sion and operation of the Bonneville Power Administration's
transmission system; authorizes that agency to sell bonds
to the Treasury, placing the proceeds into the fund; and
for other purposes.

Agency Recommendations

Office of Management and Budget - Approval

Department of the Interior Approval (Signing
Statement attached)

Environmental Protection Agency Approval (Informally)

Department of the Treasury No objection

Securities and Exchange Commission No objection

Federal Power Commission No objection

Department of Commerce No objection (Informally)

Department of the Army No objection

Discussion

The Bonneville Power Administration (BPA), an agency within
the Department of the Interior, sells the electricity produced
by 26 Federal hydroelectric generating projects to 108 private



and non-Federal public utilities throughout the Pacific
Northwest. More than 70 percent of the bulk power trans-
mission system in the region is under BPA management.

The Pacific Northwest has historically relied on developing
its potential for hydroelectric generation, and now there
are few sites suitable for new hydroelectric projects.

As a result, the utilities have begun to invest in a substan-
tial amount of coal-fired and nuclear power generation.

BPA has played a key role in developing a regional hydro-
thermal program to guide the construction of these new
facilities and integrate them into the existing network.
The utilities and the Department look upon expansion of

the BPA transmission grid as the best approach for inter-
connecting the new generating units and transmitting their
output throughout the region.

The primary purposes of the enrolled bill are two-fold:

(1) To place BPA's operations on a self-financing basis,
thus providing the financial flexibility needed to
add to the transmission grid as new generating plants
are built. BPA's experience over the last 16 years
led the agency and the utilities to conclude that
delays and uncertainties inherent in the appropria-
tions process are major obstacles to orderly develop-
ment and financing of electric facilities in the
Northwest; and,

(2) To end Federal subsidies of transmission line con-
struction in the Pacific Northwest by requiring
BPA to sell bonds to the Treasury at the prevailing
market interest rate for comparable investor-owned
utility bonds.

The bill was an Administration proposal sent to the Congress
last April and passed with few changes, none of which are
considered objectionable.

S. 3362 would:

--- establish a Bonneville Power Administration fund in
the Treasury, comprising all receipts from sales
of the bonds described below, future appropriations
by the Congress, and the balance of three existing
funds;




In its

authorize the Administrator to sell up to $1.25 billion
worth of bonds to the Secretary of the Treasury at

the prevailing market rate, under terms and condi-
tions specified by Treasury, and to deposit the pro-
ceeds into the fund;

authorize the Administrator to make necessary expendi-
tures from the fund for construction, operations,
maintenance, bond repayments, etc., "without further
appropriation and without fiscal year limitation,

but within such specific directives or limitations

as may be included in appropriations acts;"

designate BPA as the marketing agency for virtually
all of the electric power produced at Federal generat-
ing facilities in the Pacific Northwest, thus enacting

.into law an authority which BPA presently uses by

virtue of Secretarial Order;

prohibit construction of major new transmission
facilities in areas not previously served by BPA,
without specific approval of Congress; and

specify the conditions under which BPA may establish
rate schedules, and provide for their review by the
Federal Power Commission.

enrolled bill letter, Interior concludes that S. 3362

"...will provide a more reliable and financially sound basis
for meeting the future electric power transmission require-
ments of the Pacific Northwest."

A signing statement prepared by the Department of the
Interior is attached for your consideration.

Witfed H Vol

Assistant Director for
Legislative Reference

Enclosures
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SIGNING STATEMENT, FEDERAL COLUMBIA RIVER TRANSMISSION
SYSTEM ACT :

I am pleased to sign into law S. 3362, the Federal Columbia
River Transmission System Act. In an era of deepening concern
over the Nation's energy well-being, this bill is a solid step forward
in meeting our energy requirements on an orderly, planned basis.
@ 7Zttongress is to be congratulated for enacting this important legis- >(
lation. I’\c_y)s passage is also a tribute to the broad-based support
this measure received from the region's electric utilities, business
and labor organizations, and State and local governments.

This partnership has also produced the Pacific Northwest-Pacific

c
. :

Southwest intertie and the Columbia Riverptreaty with Canada. These
agreements are vital to a sound intelfegional power system and serve ><
the overriding need for conserving our energy resources. Transfers

of surplus hydropower from the Pacific Northwest to California have
already conserved over 16 million barrels of vital oil this year. This

is an outstanding example of partnership planning, and demonstrgtes
once again that the Federal establishment can work in close concert

with State and local government and industry to solve problems

at the regional level,




This bill authorizes the Bonneville Power Administration to
jssue revenue bonds and to use the proceeds in carrying out its
mission. Such bonding authority, togeth'er with provisions enabling
BPA to utilize its revenues, should eliminate the need forﬁngressional X
appropriations. The legislation does provide for continuing
%ongressional review of the BPA program. ><
In sum, this new law will assist in the efforts outlined in my
speech to the Congress last week to assure efficient use of America's

precious energy resources.

# # #




STATEMENT BY THE PRESIDENT ON
SIGNING OF THE FEDERAL COLUMBIA RIVER
TRANSMISSION SYSTEM ACT

I am pleased to sign into law S. 3362, the Federal
Columbia River Transmission System Act. In an era of
deepening concern over the Nation's energy well-being,
this bill is a solid step forward in meeting our energy
regquirements on an orderly, planned basis.

The Congress is to be congratulated for enacting
this important legislation. Its passage is also a tribute
to the broad-based support this measure received from the
region's electric utilities, business and labor organiza-
tions, and State and local governments.

This partnership has also produced the Pacific
Northwest-Pacific Southwest intertie and the Columbia
River Basin treaty with Canada. These agreements are vital
to a sound interregional power system and serve the over-
riding need for conserving our energy resources. Transfers
of surplus hydropower from the Pacific Northwest to California
have already conserved over 16 million barrels of vital oil
this year. This is an outstanding example of partnership
planning, and demonstrates once again that the Federal
establishment can work in close concert with State and
local government and industry to solve problems at the
regional level.

This bill authorizes the Bonneville Power Administration
to issue revenue bonds and to use the proceeds in carrying
out its mission. Such bonding authority, together with

provisions enabling BPA to utilize its revenues, should




2
eliminate the need for congressional appropriations. The
legislation does provide for continuing congressional
review of the BPA program.
In sum, this new law will assist in the efforts
outlined in my speech to the Congress last week to assure

efficient use of America's precious energy resources.
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

0CT 1 0 1974
Dear Mr. Ash:

This responds tc your request for the views of this Department concerning
S. 3362, an enrolled bill "To enable the Secretary of the Interior to
provide for the operation, maintenance, and continued construction of
the Federal transmission system in the Pacific Northwest by use of the
revenues of the Federal Columbia River Power System and the proceeds

of revenue bonds, and for other purposes” which was originally proposed
by the Administration and which is now before the President for approval.

We recommend that the President approve the bill and enclose s proposed
statement for Presidential use in signing it.

S. 3362 would shift the financing of the Bonneville Power Administration'’s
electric power transmission program from the present arrangement of
funding through Federal appropriations to a self-financing basis., This
Would be accomplished by authorizing the Secretary of the Interior to
finance the operation and maintenance and the future construction of
the Federal Columbia River transmission system from revenues and from
the proceeds of revemue bonds issued by BPA to the U,8. Treasury. The
maximum amount of bonds outstanding at any one time would be limited
to $l.25 billion. The Secretary of the Treasury would prescribe the
terms of the bonds to be issued, including an interest rate which would
take into account the terms and conditions prevailing in the market

for similar bonds, Bonneville's activities would be subject to pro-
visions of the Govermment Corporation Control Act. Its budget for
transmission facilities would be submitted to the Congress for review
by the appropriations committees and would be subject to limitations

or directives contained in appropriation acts.

With minor clarifying changes, the enrolled bill conforms to that
proposed by the Administration except in the following respects:

1, The definition of "Pacific Northwest" was deleted from
section 3(c) of the bill leaving the meaning of this term as used
in the Act to existing law and practice.

2. A provision was added in section 4 to require express
Congressional avthorization before any "major transmission facility"
can be constructed within the Pacific Northwest. A definition of the
term "major transmission facility"” was added to section 3,
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Section 5(b) was changed to delete the Administration's provisions
for judicial review of a decision to construct new transmission
facilities. The Congressional review of major transmission facili-
ties would obviate the need for such review. The bill also specifies
that the Administrator must notify customers of his intent to
request approval of Congress for major trammission facilities.

3. Section 5(a) of the bill was modified to prohibit the
acquisition of operating transmission facilities by condemnation
unless specific Congressional appropriations are made for that purpose.
This limitation leaves intact the existing limitation on BPA's authority
to acquire such facilities.

We do not obJect to any of these changes and continue to believe
that the enrolled bill will provide a more reliable and financially
soulid basis for meeting the future electric power transmission
requirements of the Pacific Northwest.

Sincerely yours,

//MW'-/

Neshtant\/Secretary of the Interior

Honorable Roy L. Ash

Director

Office of Management and Budget
Washington, D. C. 20503




SIGNING STATEMENT

I am most pleased to sign into law S, 3362, the Federal Columbia
River Transmission System Act. In an era of deepening concern over the
Nation's energy well=-being, this bill is a solid step forward in meeting
our energy reguirements on an orderly, planned basis.

Both houses of Congress, and especially their committee leadexship
and the Pacific Northwest delegation, are to be congratulated for
enacting this important legislation., It is also a tribute to the
broad~based support this measure received from the region's electric
utilities, business and labor organizations, and the State and local
government. In this respect, it continues a partnership with the
Federal government and more specifically the Department of the
Interior which began with the creation of the Bonneville Power
Administration in 1937.

This partnership has also produced the Pacific Northwest-Pacific
Southwest intertie and the Columbia River treaty with Canada., Not
only are these agreements wvital to interegional power system reliability,
but they serve the overriding need for conserving our energy resources.,
I understand that transfers of surplus hydropower from the Pacific
Northwest to California conserved over 16 million barrels of vital
oil already this year. It is an outstanding example of partner-
ship planning, and demonstrates once again that the Federal
establishment can work in close concert with local government

and industry to solve problems at the regional level.



By enactment of this bill, Bonneville Power Administration is
authorized to issue revenue bonds and to use the proceeds in carrying
out its mission. This bonding authority, together with provisions
enabling BPA to utilize its revenues, should obviéte the need for
Congressional appropriations. The legislation does provide for
continuing Congressional review of the BPA program.

The Federal Columbia River Transmission System Act provides the
financing mechanism for the timely development of the bulk transmission
system in the Pacific Northwest. I take great pleasure in signing
this bill in the presence of you who have made its passage possible.

This act will assist in the efforts outlined in my speech last

week to assure efficient use of our energy resources.



THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

OCT 11 1974

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of S. 3362,. "To enable
the Secretary of the Interior to provide for the operation,
maintenance, and continued construction of the Federal trans-
mission system in the Pacific Northwest by use of the revenues
of the Federal Columbia River Power System and the proceeds of
revenue bonds, and for other purposes.

The enrolled enactment is substantially the same as proposed
legislation which the Treasury assisted in drafting and which
was transmitted to the Congress by the Secretary of the Interior
on April 3, 1974,

The Department would have no objection to a recommendation

that the enrolled enactment be approved by the President.

Sincerely yours,

General Counsel




SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

THE ComIRMAN 0CT11 1974

BY SPECIAL MESSENGER

Honorable Wilfred H. Rommel

Assistant Director for Legislative
Reference

Office of Management and Budget

Executive Office of the President

Washington, D. C. 20503

Attention: Mrs, L. Garziglia
7201 New Executive Office Building

Re: Enrolled Bill S. 3362, 93rd Congress
Dear Mr, Rommel:

In response to your request of October 8, 1974, the Commission has
examined Enrolled Bill S. 3362 and submits the following report,

The bill appears to be substantially similar to the draft bill
prepared by the Department of Interior on which we submitted a
memorandum of comment to you on March 13, 1974 in response to
your request, Under Section 13 of the bill, revenue bonds would
be issued by the Bonneville Power Administration for purchase by
the Secretary of the Treasury with proceeds from his sale of
securities under the Second Liberty Bond Act, with authority to
the Secretary of the Treasury to resell such revenue bonds,
Section 13 also provides that all redemptions, purchases and
sales of such revenue bonds shall be treated as public debt trans-
actions of the United States,

As we indicated in our memorandum of March 13th, the issuance and
sale of such revenue bonds under these circumstances would be exempt
under the federal securities laws administered by this Commission

in the same manner as other securities issued and sold by the
Government of the United States.,

Therefore, the Commission has no further comment on Enrolled Bill
S. 3362 and no objection to its approval by the President.

6 oy 127

Ray Garrett, Jr.
Chairman
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FEDERAL POWER COMMISSION
WASHINGTON, D.C. 20426

0CT 111974

ENROLLED BILL
S. 3362 - 93d Congress

Honorable Roy L. Ash

Director, Office of Management and Budget .
Executive Offieel of the President
Washington, D. C. 20503

Attention: Mrs. Louise Garziglia
Legislative Reference Division
Room 7201, New Executive Office Building

Dear Mr. Ash:

This is in response to Mr. Rommel's request of October 8,
1974, for this Commission's views on S. 3362, an Enrolled Bill,
the "Federal Columbia River Transmission System Act."

The enrolled bill would enable the Secretary of the Interior
to provide for the operation, maintenance, and continued con-
struction of the Federal transmission system in the Pacific
Northwest by use of the revenues of the Federal Columbia River
Power System and the proceeds of revenue bonds. The construction
by the Bonneville Power Authority of any maJor transmission
facility may not commence under a provision in section 4(d)
of the bill unless the expenditure of funds for initiation of
such construction is specifically approved by Act of Congress.

By letter of March 12, 1974 (enclosed), the Commission
commented on a similar proposal, the Interior Department's
draft bill entitled the "Bonneville Power Operation Act of 1974".
The principal modification to the draft bill which has been
made to S. 3362 is that the Bonneville Power Authority would
sell revenue bonds only to the Secretary of the Treasury and
not in the open market as originally planned.

O\UTION,

Y

2 @
WnziN3°

7776-191°




Honorable Roy L. Ash -2 -

Section 9 of S. 3362 provides for continued Federal Power
Commission confirmation and approval of the rates and charges
for the sale of power available to the Bonneville Power
Authority as provided by existing laws. The Commission is also
required by that section to confirm and approve BPA's rates
and charges for wheeling of non-Federal power over the Federal
transmission system. For several years, BPA has been wheeling
non-Federal power and charging various wheeling rates for such
services, but such rates and charges are presently not subject -
to Commission approval. We have no objection to this additional
requirement of FPC approval.

The additional rate approval jurisdiction conferred by
the bill with regard to wheeling of non-Federal power will
require some additional personnel. At this time we are not -
able to quantify in terms of man years or dollars the impact .
of enactment.

Accordingly, the Commission offers no objection to the
enactment of the enrolled bill.

Sincerely,

s

John N. Nassikas
Chairman

Enclosure:
Letter to Hon. Roy L. Ash
3/12/74



FEDERAL POWLER COMMISSION
WASHINGTON, D.C. 20426
{ Jo ey
MAR L2 {974
Re:  Interior draft proposal
_ titled Bonneville Power
; Opcrations Act of 1974

ilonorable Roy L. Ash
: Director, Office of Managenent and Budgzet
Exccutive Office of the President
Washington, 1. C. 20505
irs. Loulsc Carziglia
Leaislative Reference Division
oom 7201, dew lxecutive Office Building

Attention:

Dear dr. Asi:

This is in responsc to your rcauest for comnents on the above-
nentioncd draft Jegislation, 7The bill would ‘“'enable the Secretary
of the Interior to provide for the operation, maintenance and

continued construction of the Federal transaission system in the
; Pacific Nortiwest by usc of the revenues of the Federal Coluibia
i River Power system and the proceeds of revenue bonds, and for other

purposes."

The Commission has no objection to this draft legislation,
The bill would not affect the requircient for Comnission confimmation
and approval of rates for sale of pouer by thce bonneville Power
Administration. Ie belicve that such a system of [inancing will be
necessary, based on the long-range projection of pover loads, Based
on an April 9, 1973, projection preparcd by the Pacific Northwest



o]

llonorable Roy L. Ash -

Utility Conference Comnittes, Uie power loads in the Pacific
Northvest are expccted to increase as follows:

Operatine year Total Aven wpeak Joad Federal System peak load

8. v e

ot o
197574 22,775 12,1067
1982-05 35,925 18,151
1992-95 61,458 27,552
In sun, we have no ebjection to the draft bill.
Sincerely,

y e
cev / 4 /’4»'&' fokel e

John M. Massikas
Chalrman




DEPARTMENT OF THE ARMY
WASHINGTON, D.C. 20310

11 0CT 1974

Honorable Roy L. Ash
Director
Office of Management and Budget

Dear Mr. Ash:

This is in reply to your request for the views of the Department of the
Army on enrolled enactment S. 3362, 93d Congress, "To enable the
Secretary of the Interior to provide for the operation, maintenance,

and continued construction of the Federal transmission system in the
Pacific Northwest by use of the revenues of the Federal Columbia River
Power System and the proceeds of revenue bonds, and for other purposes."

Section 8 of the enrolled enactment would designate the Administrator

of the Bonneville Power Administration as the marketing agent for
electric power produced at existing or future Federal generating facili-
ties in the Pacific Northwest, including those projects constructed
and/or operated by the Secretary of the Army acting through the Chief

of Engineers. This section would enact into law the authority the
Administrator presently utilizes by virtue of Secretarial Order.

Section 9 of the enrolled enactment states that rates set by the
Administrator in conjunction with the Federal Power Commission, should
include provision for the return of the costs of producing and trans-
mitting electric power, including return of the capital investment
allocated to power production over a reasonable period of time. Long-
standing administrative policy has been that capital costs allocated

to the production of hydroelectric power at Corps of Engineers constructed
dams be amortized over a 50-year period. It is expected that this section
would work no change in this policy and that the Administrator would
continue to make timely rate adjustments to insure prompt repayment of
operation, maintenance, and replacement costs and amortization of capital
investment over a 50-year period. This would be particularly important

in view of the fact that sections 11 and 13 of the enrolled enactment

are worded such as to give payment of principal of and interest on

bonds, the revenue of which is used only for the transmission function

of the Administration, priority over the return of Federal investment

in the construction of power producing facilities.

The Department of the Army has no objection to the enrolled enactment.

Sincerely,

adlai A. Hull
Acting Secretary of the Army




t THE WHITE HOUSE
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AUTION MEMORANDUM WASHINGTON LOG NO.: 660

Date:  October 15,1974  Time: ©10:00 a.m.

chael Duval  cc (for information): Warren K. Hendriks
hil Buchen , Jerry Jones ’
Bill Timmons C : “Paul Theis

FOR ACTION:

FROM THE STAFF SECRETARY

DUE: Date: October 17, 1974, Thursday Time: 2:00 p.m.

SUBJECT: Enrolled Bill S. 3362 - Federal Columbia River
‘ Transmission System Act

ACTION REQUESTED:

‘For Necessary Action XX f’or Your Reéommen&aﬁons
Prepare Agenda and Brief — Draft Reply
 ForYouwComments  __Draft Remarks
REMARKS:

Please return to Kathy Tindle - West Wing

Vo WJW
4.¢.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have anv questions or if you cnticipate a
delay in submiiting ihe reguired malerial, please

Varran K. Hendriks

: - . : sideut
telephone the Staff Secretary immediately. _For the Preside
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THE WHITE HOUSE

WASHINGTON
October 16, 1974

MEMORANDUM FOR: MR. WARREN HENDRIKS

FROM: WILLIAM E. TIMMONS M

SUBJECT: Action Memorandum - Log No. 660
Enrolled Bill S. 3362 - Federal Columbia

River Transmission System Act

The Office of Legislative Affairs concurs in the attached

proposal and has no additional recommendations.

Attachment . - -
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o THE WHITE HOUSE
<~ "ACTION MEMORANDUM WASHINGTON LOG NO.: 660
Date:  October 15, 1974 < Time: ~10:00 a.m.

FOR ACTION: Mighael Duval ! cc (for information): Warren K. Hendriks
PHil Buchen : Jerry Jones
ill Timmons Paul Theis

FROM THE STAFF SECRETARY

DUE: Date: October 17, 1974, Thursday Time: 2:00 p.m.

SUBJECT: Enrolled Bill S. 3362 - Federal Columbia River
’ Transmission System Act

ACTION REQUESTED:

For Necessary Action * XX_ For Your Recommendations

Prepare Agenda and Brief . Dratt Replv
— For Your Comments ———_ Draft Remarks
REMARKS: "’

Please return to Kathy Tindle - West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any gquestions or if you anticipate a
delay in submitting ine required material, please  Warren K. Her_ldriks
telephornie the Staff Secretary immediately. For the President



















SIGNING STATEMENT

I am most pleased to sign into law S. 3362, the Federal Columbia

River Transmission System Act. In an erxa of deepening concern over the
Nation's energy well-being, this bill is a solid step forward in meeting
our energy requirements on an orderly, planned basis.

\ ] - i Lo . ;></
Both houses ogﬂgbngress, and especially their committee leadership
and the Pacific Noxrthwest delegation, are to be tongratulated for
enacting this important legislation. It is alsoc a tribute to the

broad-based support this measure received from the region's electric

utilities, business and labor organizations, and the State and local

with the
Federal government a¥xbdwmse ':¥.;'_pru S 'ﬁﬁ e ><
IateriégjgggggAE;;;;ﬁwith the creation of the Bonneville Power
Administration in 1937.

This partnership has also produced the Pacific Northwest~Pacific
_ : as’n
Southwest intertie and the Columbia RiverAtreaty with Canada. Not )X(
only are these agreements vital to interegional power system reliability,
but they serve the overriding need for conservimg our energy resources.
I understand that transfers of surplus hfdropower from the Pacific
Northwest to California conserved over 16 millisn barrels of vital
oil already this year. It is an outstanding example of partner-
ship planning, and demonstrates once again that the Federal

establishment can work in close concert with local government

and industry to solve problems at the regional level.



By enactment of this bill, Bonneville Power Administration is
authorized to issue revenue bonds and to use the proceeds in carrying
out its mission. This bonding authority, together with provisions
enabling BPA to utilize its revenues, should obviéte the need for

,Cshgressional appropriations., The legislation does provide for ;x<
continuinglzﬁngfessional review of the BPA program. T :ﬂ(

The Federal Columbia River Transmission System Aét provides the
financing mechanism for the timely development of the bulk transmission
system in the Pacific Northwest. I take great pleasure in signing
this bill in the presence of you who have made its passage possible.

- This act will assist in the éfforts outlined in my speech last

week to assure efficient use of our energy resources.




THE WHITE HOUSE

v AC%ION MEMORANDUM WASHINGTON - LOG NO.: 660
Dacte: October 15, 1974 Time: 10:00 a.m.
FOR ACTION: Michael Duval : cc (for information): K. Hendriks
| Bill Timmons | pzu’inﬂZri‘is n
\ * *

| g |
FROM THE STAFF SECRETARY » - Aerr0

DUE: Date: October 17, 1974, Thursday Time: 2:00 p.m.

Enrolled Bill S. 3362 - Federal Columbia River

SUBJECT:
Transmission System Act

ACTION REQUESTED:

—_For Necessary Action XX _ For Your Recommendations

Prepare Agenda and Brief . Draft Reply

e For Your Comments —— _Draft Remarks

REMARKS:

Please return to Kathy Tindle - West Wing

$l 130 y.61

o~

)

€0 ¢ m

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate «
delay in submilting ine required raalerial, plecse karren K. Hendrilks
telephaone the Staff Sacreiary immediatelv. For the President

o«



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

0CT11 174

MEMORANDUM FOR THE PRESIDENT . A

-

Subject: Enrolled Bill S. 3362 - Federal Columbia River
, Transmission System Act
Sponsor - Sen. Jackson (D) Washington and 5 others

Last Day for Action

October 21, 1974 - Monday

Pur pose v

Establishes a fund within the Treasury to finance expan-
sion and operation of the Bonneville Power Administration's
transmission system; authorizes that agency to sell bonds
to the Treasury, placing lhe proceeds into the fund; and
for other purposes.

-Agency Recommendations

Office of Management and Budget - Approval

Department of the Interior ‘Approval (Signing
Statement attached)

Environmental Protection Agency : Approval (Informally)

Department of the Treasury No objection

Securities and Exchange Commission No objection

Federal Power Commission No objection

Department of Commerce ‘ No objection (Irformally)

Department of the Army No objection

Discussion

The Bonneville Power Administration (BPA), an agency within
the Department of the Interior, sells the electricity produced
by 26 Federal hydroelectric generating projects to 108 private



-

and non-Federal public utilities throughout the Pacific
Northwest. More than 70 percent of the bulk power trans-
mission system in the region is under BPA management.

The Pacific Northwest has historically relied on developing
its potential for hydroelectric generation, and now there
are few sites suitable for new hydroelectric projects

As a result, the utilities have begun to invest in a substan-
tial amount of coal-fired and nuclear power generatlon.
BPA has played a key role in developing a regional hydro-
thermal program to guide the construction of these new
facilities and integrate them into the existing network.
The utilities and the Department look upon expansion of
the BPA transmission grid as the best approach for inter-
connecting the new generating units and transmitting their
output throughout the region.

The primary purposes of the enrolled bill are two-fold:

(1) To place BPA's operations on a self-financing basis,
thus providing the financial flexibility needed to
add to the transmission grid as new generating plants
are built. BPA's experience over the last 16 years
led the agency and the utilities to conclude that
delays and uncertainties inherent in the appropria-
tions process are major obstacles to orderly develop-
ment and financing of electric facilities in the
Northwest; and, '

" {(2) To end Federal subsidies of transmission line con-
struction in the Pacific Northwest by requiring
BPA to sell bonds to the Treasury at the prevailing
market interest rate for comparable investor-owned
utility bonds.

The bill was an Administration proposal sent to the Congress
last April and passed with few changes, none of which are
considered objectionable.

S. 3362 would:

--- establish a Bonneville Power Administration fund in
the Treasury, comprising all receipts from sales
of the bonds described below, future appropriations
by the Congress, and the balance of three _existing
funds; . "



In its

authorize the Administrator to sell up to $1.25 billion
worth of bonds to the Secretary of the Treasury at

the prevailing market rate, under terms and condi-
tions specified by Treasury, and to deposit the pro-
ceeds into the fund;

authorize the Administrator to make necessary expendi-
tures from the fund for construction, operations,
maintenance, bond repayments, etc., "without further
appropriation and without fiscal year limitation,

but within such specific directives or limitations

as may be included in appropriations acts;"

designate BPA as the marketing agency for virtually
all of the electric power produced at Federal generat-
ing facilities in the Pacific Northwest, thus enacting

.into law an authority which BPA presently uses by

virtue of Secretarial Order;

prohibit'construction of major new transmission
facilities in areas not previously served by BPA,
without specific approval of Congress; and

specify the conditions under which BPA may establish
rate schedules, and provide for their review by the
Federal Power Commission.

enrolled bill letter, Interior concludes that S. 3362

"...will provide a more reliable and financially sound basis
for meeting the future electric power transmission requ1re~
ments of the Pacific Northwest."

A signing statement prepared by the Department of the
Interior is attached for your consideration.

Tt e o

Assistant Director for
Legislative  Reference

Enclosures



United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

0CT 10 1974

Dear Mr. Ash:

This responds to your request for the views of this Department concerning
S. 3362, an enrolled bill "To enable the Secretary of the- Interior to
provide for the operation, maintenance, and continued construction of

- the Federal transmission system in the Pacific Northwest by use of the
revenues of the Federal Columbia River Power System and the proceeds
of revenue bonds, and for other purposes" which was originally proposed
by the Administration and which is now before the President for approval.

We recommend that the President approve the bill and enclose a proposed
statement for Presidential use in signing it,

S. 3362 would shift the financing of the Bonneville Power Administration's
electric power transmission program from the present arrangement of
funding through Federal appropriations to a self-financing basis. This
would be accomplished by authorizing the Secretary of the Interior to
finance the operation and-maintenance and the future construction of
the Federal Columbia River transmission system from revemues and from
the proceeds of revemue bonds issued by BPA to the U.S. Treasury. The
maximum amount of bonds outstanding at any one time would be limited
to $1.25 billion. The Secretary of the Treasury would prescribe the
terms of the bonds to be issued, including an interest rate which would
take into account the terms and conditions prevailing in the market

for similar bonds. Bonneville's activities would be subject to pro-
visions of the Govermment Corporation Control Act. Its budget for
transmission facilities would be submitted to the Congress for review
by the appropriations committees and would be subject to limitations

or directives contained in appropriation acts.

With minor clarifying changes, the emrolled bill conforms to that
proposed by the Administration except in the following respects:

1. The definition of "Pacific Northwest" was deleted from
section 3(c) of the bill leaving the meaning of this term as used
in the Act to existing law and practice.

2. A provision was added in section U4 to reguire express
Congressional authorization before amy "major transmission facility"
can be constructed within the Pacific Northwest. A definition of the
term "major transmission facility" was added to section 3.

-



Section 5(b) was changed to delete the Administration's provisions
for judicial review of a decision to construct new transmission
facilities. The Congressional review of major transmission facili-
ties would obviate the need for such review. The bill also specifies
that the Administrator must notify customers of his intent to
request approval of Congress for major trammission facilitiles.

3. Section 5(a) of the bill was modified to prohibit the
acquisition of operating transmission facilities by condemnation
unless specific Congressional appropriations are made for that purpose.
This limitation leaves intact the ex1st1ng limitation on BPA's authority
* to acquire such facilities.

We do not object to any of these changes and continue to believe
that the enrolled bill will provide a more reliable and financially
soufrd basis for meeting the future electric power transmission
requirements of the Pacific Northwest.

Sincerely yours,

A/W

Hsskiani|/Secretary of the Interior

Honorable Roy L. Ash

Director

Office of Management and Budget
Washington, D. C, 20503



EXECUTIVE OFFICE OF THE PRESIDENT
w_‘ M OFFICE OF MAMNAGEMENT AND BUDGET
b ? (7‘(, WASHINGTON, D.C. 20503

0CT 11 1974

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 3362 -~ Federal Columbia River

Transmission System Act
Sponsor - Sen. Jackson (D) Washington and 5 others

Last Day for Action

October 21, 1974 - Monday

Purgose

Establishes a fund within the Treasury to finance expan-
sion and operation of the Bonneville Power Administration's
‘transmission system; authorizes that agency to sell bonds
to the Treasury, placing the proceeds into the fund; and
for other purposes.

Agency Recommendations

Office of Management and Budget Approval

‘Department of the Interior Approval (Signing
Statement attached)

Environmental Protection Agency Approval (Inforuzally)

Department of the Treasury No objection

Securities and Exchange Commission No objection

Federal Power Commission No objection

Department of Commerce No objection (Informally)

Department of the Army No objection

Discussion

The Bonneville Power Administration (BPA), an agency within
the Department of the Interior, sells the electricity produced
by 26 Federal hydroelectric generating projects to 108 private



and non-Federal public utilities throughout the Pacific
Northwest. More than 70 percent of the bulk power trans-
mission system in the region is under BPA management.

The Pacific Northwest has historically relied on developing
its potential for hydroelectric generation, and now there
are few sites suitable for new hydroelectric projects.

As a result, the utilities have begun to invest in a substan-
tial amount of coal-fired and nuclear power generation.

BPA has plaved a key role in developing a regional hydro-
thermal program to guide the construction of these new
facilities and integrate them into the existing network.
The utilities and the Department look upon expansion of

the BPA transmission grid as the best approach for inter-
connecting the new generating units and transmitting their
output throughout the region.

The primary purposes of the enrolled bill are two-fold:

(1) To place BPA's operations on a self-~financing basis,
thus providing the financial flexibility needed to
add to the transmission grid as new generating plants
are built. BPA's experience over the last 16 years
led the agency and the utilities to conclude that
delays and uncertainties inherent in the appropria-
tions process are major obstacles to orderly develop-
ment and financing of electric facilities in the
Northwest; and,

(2) To end Federal subsidies of transmission line con-
struction in the Pacific Northwest by requiring
BPA to sell bonds to the Treasury at the prevailing
market interest rate for comparable investor-owned
utility bonds.

The bill was an Administration proposal sent to the Congress
last April and passed with few changes, none of which are
considered objectionable.

S§. 3362 would:

--- establish a Bonneville Power Administration fund in
the Treasury, comprising all receipts from sales
of the bonds described below, future appropriations
by the Congress, and the balance of three existing
funds;



In its

authorize the Administrator to sell up to $1.25 billion
worth of bonds to the Secretary of the Treasury at

the prevailing market rate, under terms and condi-
tions specified by Treasury, and to deposit the pro-
ceeds into the fund;

authorize the Administrator to make necessary expendi-
tures from the fund for construction, operations,
maintenance, bond repayments, etc., "without further
appropriation and without fiscal year limitation,

but within such specific directives or limitations

as may be included in appropriations acts;"

designate BPA as the marketing agency for virtually
all of the electric power produced at Federal generat-
ing facilities in the Pacific Northwest, thus enacting

.into law an authority which BPA presently uses by

virtue of Secretarial Order;

prohibit construction of major new transmission
facilities in areas not previously served by BPA,
without specific approval of Congress; and

- specify the conditions under which BPA may establish

rate schedules, and provide for thelr review by the
Federal Power Commission.

enrolled bill letter, Interior concludes that S. 3362

"...will provide a more reliable and financially sound basis
for meeting the future electric power transmission requ1re-
ments of the Pacific Northwest."”

A signing statement prepared by the Department of the
Interior is attached for your consideration.

{ w,,«.‘} Yiala i3l Ge Boumel

Assistant Director for
Legislative Reference

Enclosures



S. 3362

Rinetp-thivd Congress of the Vnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-first day of January;
one thousand nine hundred and seventy-four

An Act

To enable the Secretary of the Interior to provide for the operation, maintenance,
and continued construction of the Federal transmission system in the Pacifie
Northwest by use of the revenues of the Federal Columbia River Power
System and the proceeds’ of revenue bonds, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SHORT TITLE

Section 1. This Act may be cited as the “Federal Columbia River
Transmission System Act”.
FINDINGS

Sec. 2. (a) Congress finds that in order to enable the Secretary of
the Interior to carry out the policies of Public Law 88-552 relating
to the marketing of electric power from hydroelectric projects in the
Pacific Northwest, Public Laws 89448 and 89-561 relating to use
of revenues of the Federal Columbia River Power System to provide
financial assistance to reclamation projects in the Pacific Northwest,
the treaty between the United States and Canada relating to the
cooperative development of the resources of the Columbia River
Basin, and other applicable law, it is desirable and appropriate that the
revenues of the Federal Columbia River Power System and the pro-
ceeds of revenue bonds be used to further the operation, maintenance,
and further construction of the Federal transmission system in the
Pacific Northwest. ’ o ] >

(b) Other than as specifically provided herein, the present author-
ity and duties of the Secretary of the Interior relating to the Federal
Columbia River Power System shall not be affected by this Act. The
authority and duties of the Administrator referred to herein are sub-
ject to the supervision and direction of the Secretary.

DEFINITIONS

Skc. 8. As used in this Aét—

(a) The term “Administrator” means the Administrator,
Bonneville Power Administration.

(b) The term “electric power” means electric peaking capacity
or electric energy, or both.

(¢) The term “major transmission facilities” means transmis-
sion facilities intended to be used to provide services not pre-
viously provided by the Bonneville Power Administration with
its own facilities.

THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

Skc. 4. The Secretary of the Interior, acting by and through the
Admipistrator, shall operate and maintain the Federal transmission
system within the Pacific Northwest and shall construct improvements,
betterments, and additions to and replacements of such system within
the Pacific Northwest as he determines are appropriate and required to:

(a) integrate and transmit the electric power from existing or
additional Federal or non-Federal generating units;

(b) provide service to the Administrator’s customers;

(c) provide interregional transmission facilities; or
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(d) maintain the electrical stability and electrical reliability
of the Federal system : Provided, however, That the Administrator
shall not construct any transmission facilities outside the Pacific
Northwest, excepting customer service facilities within any con-
tiguous areas, not in excess of seventy-five airline miles from said
region, which are a part of the service area of a distribution
cooperative which has (i) no generating facilities, and (ii) a dis-
tribution system from which it serves both within and without
said region, nor shall he commence construction of any major
transmission facility within the Pacific Northwest, unless the
expenditure of the funds for the initiation of such construction is
specifically approved by Act of Congress.

CONGRESSIONAL APPROVAL OF EXPENDITURES

Sec. 5. (a) Unless specifically authorized by Act of Congress, the
Administrator shall not expend funds made available under this Act,
other than funds specifically appropriated by the Con%ress for such
purpose, to acquire any operating transmission facility by condemna-
tion: Provided, That this provision shall not restrict the acquisition
of the right to cross such a facility by condemnation.

(b) At least sixty days prior to the time a request for approval or
authority under section 4 or 5 of this Act is sent to Congress, the
Administrator shall give notice of such request to entities in the Pacific
Northwest with which the Administrator has power sales or exchange
contracts or transmission contracts or which have a transmission inter-
connection with the Federal transmission system.

TRANSMISSION OF NON-FEDERAL POWER

Sec. 6. The Administrator shall make available to all utilities on a
fair and nondiscriminatory basis, any capacity in the Federal trans-
misgion system which he determines to & in excess of the capacity
required to transmit electric power gemerated or acquired by the
United States.

ACQUIBITION OF PROPERTY

. Skc. 7. Subject to the provisions of section 5 of this Act the Admin-
Istrator may purchase or lease or otherwise acquire and hold such real
and personal property in the name of the United States as he deems
necessary or appropriate to carry out his duties pursuant to law.

MARKETING AUTHORITY

Skc. 8. The Administrator is hereby designated as the marketing
agent for all electric power genera,tedy by Federal generating plants
in the Pacific Northwest, constructed by, under construction Y, or
presently authorized for construction by the Bureau of Reclamation or
the United States Corps of Engineers except electric power required
for the operation of each Federal project and except electric power
from the Green Springs project of the Bureau of Reclamation.

RATES AND CHARGES

Skc. 9. Schedules of rates and charges for the sale, including dis-
positions to Federal agencies, of all electric power made available to
the Administrator pursuant to section 8 of this Act or otherwise
acquired, and for the transmission of non-Federal electric power over
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the Federal transmission system, shall become effective upon con-
firmation and approval thereof by the Federal Power Commission.
Such rate schedules may be modified from time to time by the Secre-
tary of the Interior, acting by and through the Administrator, subject
to confirmation and approval by the Federal Power Commission, and
shall be fixed and established (1) with a view to encouraging the
widest possible diversified use of electric power at the lowest possible
rates to consumers consistent with sound business principles, (2)
having regard to the recovery (upon the basis of the application of
such rate schedules to the capacity of the electric facilities of the
projects) of the cost of producing and transmitting such electric
power, including the amortization of the capital investment allocated
to power over a reasonable period of years and payments provided for
in section 11(b) (9), and (3) at levels to produce such additional reve-
nues as may be required, in the aggregate with all other revenues of
the Administrator, to pay when due the principal of, premiums,
discounts, and expenses in connection with the issuance of and interest
on all bonds issued and outstanding pursuant to this Act, and amounts
required to establish and maintain reserve and other funds and
accounts established in connection therewith.

UNIFORM RATES

Sec. 10. The said schedules of rates and charges for transmission,
the said schedules of rates and charges for the sale of electric power,
or both such schedules, may provide, among other things, for uniform
rates or rates uniform throughout prescribed transmission areas. The
recovery of the cost of the Federal transmission system shall be

equitably allocated between Federal and non-Federal power utilizing
such system.

BONNEVILLE POWER ADMINISTRATION FUND

United States a-Bonneville Power Administration fund (hereinafter.
referred to as the “fund”). The fund shall consist of (1) all receipts,
collections, and recoveries of the Administrator in cash from all
sources, including trust funds, (2) all proceeds derived from the sale
of bonds by the Administrator, (3) any appropriations made by the
Congress for the fund, and (4) the following funds which are hereby
transferred to the Administrator: (i) all moneys in the special
account in the Treasury established pursuant to Executive B:'der
Numbered 8526 dated August 26, 1940, (ii) the unexpended balances
in the continuing fund established by the provisions of section 11 of
the Bonneville Project Act of August 20, 1987 (16 U.S.C. 831 et seq.),
and (iii) the unexpended balances of funds appropriated or otherwise
made available for the Bonneville Power Administration. All funds
transferred hereunder shall be available for expenditure by the Secre-
tary of the Interior, acting by and through the Administrator, as
authorized in this Act and any other Act relating to the Federal
Columbia River transmission system, subject to such limitations as ma
be prescribed by any applicable appropriation act effective during sucz
period as may elapse between their transfer and the approval by the
Congress of the first subsequent annual budget program of the
Adminigtrator.

(b) The Administrator may make expenditures from the fund,
which shall have been included in his annual budget submitted to
Congress, without further appropriation and without fiscal year limi-

Sec. 11. (a) There is hereby established in the Treasury of the



P

S. 8362—4

tation, but within such specific directives or limitations as may be
included in appropriation acts, for any purpose necessary or appropri-

- ate to carry out the duties imposed upon the Administrator pursuant to
law, including but not limited to— i

(1) construction, acguisitlon, and replacement of (i) the trans-
mission system, including facilities and structures appurtenant
thereto, and (ii&/e additions, improvements, and betterments
thereto (hereinafter in this Act referred to as “transmission
gystem”) ; .

(2) operation, maintenance, repair, and relocation, to the extent
such relocation is not provided for under subsection (1) above, of
the transmission system ; o )

(8) electrical research, development, experimentation, test, and
investigation related to construction, operation, and maintenance
of transmission systems and facilities;

(4) marketing of electric power;

(8) transmission over facilities of others and rental, lease, or
lease-purchase of facilities; ) )

(6) purchase of electric power (including the entitlement of
electric plant capability) (i) on a short-term basis to meet tem-
porary geﬁeiencies in electric power which the Administrator is
obligated by contract to supply, or (ii) if such purchase has been
heretofore authorized or is made with funds expressly appro-

riated for such purchase by the Congress, or (iii) if to be paid
or with funds provided by other entities for such purpose under
a trust or agency arrangement; .

(7) defraying emergency expenses or insuring continuous
operation;

(8) paying the interest on, premiums, discounts, and expenses,
if any, in connection with the issuance of, and principal of all
bonds issued under section 13(a) of this Act, including provision
for and maintenance of reserve and other funds established in

Sk i A MLSUCH DEX eI 1o
or other funds as are required by or pursuant to law to be made
into such funds in connection with reclamation projects in the

Pacific Northwest: Provided, That this clause shall not be con-
strued as permitting the use of revenues for repayment of costs
allocated to irrigation at any project except as otherwise expressly
authorized by law;

(10) making payments to the credit of miscellancous receipts
of the Treasury for all unpaid costs required by or pursuant to
law to be charged to and returned to the general fund of the
Treasury for the repayment of the Federal investment in the
Federal Columbia River Power System from electric power mar-
keted by the Administrator; and

(11) acquiring such gomis and services, and paying dues and
membership fees in such professional, utility, in ustry, and other
Socleties, associations, and institutes, together with expenses
related to such memberships, ineluding but not limited to the
acquisitions and payments set forth in the general provisions of the
annual appropriations Act for the Department o Interior, as the
Administrator determines to be necessary or appropriate in carry-
ing out the purposes of this Act.

(¢) Moneys heretofore or hereafter appropriated shall be used only
for the purposes for which appropriated, and moneys received by the

Administrator in trust shall be used only for carrying out such trust.

0 the eredit of the reclamation fund
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The provisions of the Government Corporation Contrel Act (31
U.S.C. 841 et seq.) shall be applicable to the Administrator in the same
manner as they are applied to the wholly owned Government corpora-
tions named in section 101 of such Act (31 U.S.C. 846), but nothing in
the proviso of section 850 of title 81, United States Co&e, shall be con-
strued as affecting the powers granted in subsection (b) (11{ of this
section and in sections 2(f), 10(%‘ ,and 12(a) of the Bonneville Proj-
ect Act (16 U.S.C. 832 et seq.). '
(d) Notwithstanding the provisions of sections 105 and 106 of the
Government Corporation Control Act, the financial transactions of the
Administrator shall be audited by the Comptroller General at such
times and to such extent as the Comptroller General deems necessary,
and reports of the results of each such audit shall be made to the Con-
gress within 614 months following the end of the fiscal year covered
by the audit.
, INVESTMENT OF EXCESS FUNDS

Sko. 12, (a) If the Administrator determines that moneys in the
fund are in excess of current needs he may request the investment of
such amounts as he deems advisable by the Secretary of the Treasu
in direct, general obligations of, or obligations guaranteed as to bog
principal and interest by, the United States of America.

(b) With the approval of the Secretary of the Treasury, the Admin-
istrator may deposit moneys of the fund in any Federal Reserve
bank or other depository for funds of the United States of America,
or in such other banks and financial institutions and under such terms
and conditions as the Administrator and the Secretary of the Treasury
may mutually agree.

REVENUE BONDS

Sec. 13. (a) The Administrator is authorized to issue and sell to
the Secretary of the Treasury from time to time in the name and for
and on behalf of the Bonneville Power Administration bonds, notes,
and other evidences of indebtedness (in this Act collectively referred

* to ag “bonds¥y-to assist in financing the construction, acquisition, and

replacement of the transmission system, and to issue and sell bonds
to refund such bonds. Such bonds shall be in such forms and denomina-
tions, bear such maturities, and be subject to such terms and condi-
tions as may be prescribed by the Secretary of the Treasury taking
into account terms and conditions prevailing in the market for similar
bonds, the useful life of the facilities for which the bonds are issued,
and financing practices of the utility industry. Refundingepmvisions
may be prescribed by the Administrator. Such bonds shall bear interest
at a rate determined by the Secretary of the Treasury taking into
consideration the current average market yield on outstanding
marketable obligations of the United States of comparable maturi-
ties, plus an amount in the judgment of the Secretary of the Treasury
to provide for a rate comparable to the rates prevailing in the market
for similar bonds. The aggregate principal amount of any such bonds
outstanding at any one time shall not exceed $1,250,000,000.

(b) The principal of, premiums, if any, and interest on such bonds
shall be payable solely from the Administrator’s net proceeds as here-
inafter defined. “Net proceeds” shall mean for the purposes of this
section the remainder of the Administrator’s gross receipts from all
sources after first deducting trust funds and the costs listed in section
11(b) (2) through 11(b) (7) and 11(b) (11), and shall include reserve
or other funds created from such receipts.

0
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(((:fS The Secretary of the Treasury shall purchase forthwith any
bonds issued by the Administrator under this Act and for that pur-
pose is authorized to use as a public debt transaction the proceeds from
the sale of any securities issued under the Second Liberty Bond Act,
as now or hereafter in force, and the purposes for which securities
may be issued under the Second Liberty Bond Act, as now or here-
after in force, are extended to include any purchases of the bonds
issued by the Administrator under this Act. The Secretary of the
Treasury may, at any time, sell any of the bonds acquired by him under
this Act. redemptions, purchases, and sales by the Secretary of
the Treasury of such bonds shall be treated as public debt transactions
of the United States.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.



93p Coxeress )| HOUSE OF REPRESENTATIVES ( Report
2d Session 1 No 93-1375

ENABLING THE SECRETARY OF THE INTERIOR TO PROVIDE FOR
THE OPERATION, MAINTENANCE, AND CONTINUED CONSTRUCTION
OF THE FEDERAL.TRANSMISSION SYSTEM IN THE PACIFIC NORTH-
WEST BY USE OF THE REVENUES OF THE FEDERAL COLUMBIA
RIVER POWER SYSTEM AND THE PROCEEDS OF REVENUE BONDS,
AND FOR OTHER PURPOSES

SEPTEMBER 25, 1974.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Harky, from the Committee on Interior and Insular Affairs,
submitted the following

REPORT

[To accompany S. 3362]

The Committee on Interior and Insular Affairs, to whom was re-
ferred the bill (S. 3362) to enable the Secretary of the Interior to
provide for the operation, maintenance, and continued construction
of the Federal transmission system in the Pacific Northwest by use
of the revenues of the Federal Columbia River Power System and
the proceeds of revenue bonds, and for other purposes, having con-
sidered the same, report favorably thereon without amendment and
recommend that the bill do pass.

The Committee also considered the related bill, H.R. 14168, intro-
duced by Mr. Johnson of California, Mr. Hosmer, Mr. Dellenback,
Mr. Ullman, Mr. Lujan, Mr. Wyatt, Mr. Foley, Mr. Roncalio of Wy-
oming, Mr. Towell, Mr. Pritchard, Mr. Meeds, Mrs. Hansen of Wash-
ington, Mr. Hicks, Mr. McCormack, and Mrs. Green of Oregon.

BACKGROUND FOR LEGISLATION

Legislation authorizing the construction of Bonneville Dam on the
Columbia River (Act of August 20, 1937, 50 Stat. 731) provided for
the establishment of the position of Administrator to dispose of elec-
tric power produced by the project. Through subsequent amendatory
enactments and administrative directives the Bonneville Power Ad-
ministration (BPA) has been established to carry out the mandate
of the above-cited Act.

The Administrator was authorized and directed to provide, con-
struct, operate, maintain and improve electrical transmission facili-

38-006
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ties as needed, to facilitate the delivery of such power to then existing
and potential markets. His authority is exercised subject to supervision
and direction of the Secretary of the Interior—from whom his ap-
pomntment is derived. The Administrator’s authority has been ex-
tended, through law and Executive action, to cover power marketing
from all hydroelectric power projects in the Columbia River drainage
basin with the exception of one project of the Bureau of Reclamation
in the State of Oregon.

In this capacity, BPA plays a major role in the electric power sys-
tem of the entire Pacific Northwest. The interconnected Federal Co-
lumbia River Power System (FCRPS), for which BPA is the mar-
keting agency, consists of 26 generating projects with total installed
capacity of almost 10,500,000 kilowatts. This represents almost 60
percent of the generating capacity in the entire region. The Bonne-
ville Power Administration transmission system incorporates more
than 12,000 circuit miles of high voltage lines and 330 substations rep-
resenting a Federal investment of $1.3 billion. More than 80 percent
of the primary transmission system in the Pacific Northwest is under
BPA management and operation.

PLANNING FOR FUTURE DEVELOPMENT

Historically, the Pacific Northwest has relied, predominantly, on
hydroelectric generation as the source of electric power. With devel-
opment and utilization of most of the major attractive sites for hydro-
electric projects it has been necessary to consider other concepts of
power development for meeting the load growth in the region. Plan-
ning for meeting these demands has been complicated by the shortage
of fossil fuels in the region. As a result there has been projected a sub-
stantial amount of nuclear power to be developed by private and non-
Federal public utilities. As a major marketing and transmission entity,
BPA has played an important role in the planning for such future gen-
eration on a coordinated basis. The Committee recognizes the contri-
bution BPA has made toward sound regional economic development
and commends the Administration for its constructive role.

Through the leadership of BPA there has been developed a regional
liydro-thermal program to which all sectors of the utility industry
subscribe as participants. This program contemplates specific projects
at specific locations—to be constructed under specific auspices as deter-
mined by continually refined estimates of load growth and distribution.

Economical and efficient implementation of the hydro-thermal plan
for the Pacific Northwest relies to a major extent on the availability
of transmission facilities for moving the power to load centers.

PURPOSE AND NEED FOR LEGISLATION

The primary purpose of S. 3362 is to provide a financing mechanism
through which the Bonneville Power Administration can be assured
of the financial flexibility required to accomplish transmission line
construction on a schedule compatible with the requirement for dis-
tributing power produced by successive increments of the hydro-
thermal program. Unless BPA can be assured of its ability to provide,
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in a timely manner, backbone trausmission capacity, non-Federal utili-
ties may be foreclosed or reluctant to proceed with the major invest-
ments required to install major blocks of generating capacity when
needed to meet regional growth requirements. ) |

The major obstacle to BPA performance is the uncertainty of the
Federal budgetary process. Failure to make budgetary decisions on a
timely basis and curtailment, or denial, of appropriations have often-
times delayed completion of essential elements of the distribution and
marketing system. Delays of this nature increase the cost of complete
works and withhold essential services from the ultimate consumer of
the energy resource. Analysis of the BPA appropriations history, over
the last sixteen years, reveals that program needs have been reduced
below the optimum level in every year and that reductions have been
as much as 60 percent in some years. The successful accomplishment
of the projected power development program cannot realistically be
predicted unless some means can be found to stabilize the availability
of construction funds for use by BPA in discharging its assigned
responsibility in the program.

SECTION-BY-SECTION EXPLANATION AXND DISCUSSION OF THE BILL

Section 1—Short Title—This section declares the title of the legis-
lation to be the “Federal Columbia River Transmission System Act”.

Section 2—Findings—This section is comprised of two parts, the
first of which is the finding by Congress that it is advantageous and
desirable to enable the use of system revenues and the proceeds from
revenue bonds in carrying out the mandates of existing law relative
to the marketing of federally-generated hydroelectric power, the pro-
vision qf financial assistance to Federal Reclamation projects and
cooperative development of regional resources.

The second part of Section 2 establishes that there is no change.in
the duties and authorities of the Secretary of the Interior and reiter-
ates that the Administrator of the Bonneville Power Administration
is subordinate and responsible to the Secretary of the Interior, from
whom he receives his appointment.

Section 3—Definitions.—The definitions contained in section 3 are
self-explanatory.

Section 4—The Federal Columbia River Transmission System.—
This section reaflirms the statutory mandate of the Secretary of the
Interior and the Administrator to operate and maintain and to make
improvements, betterments, additions and replacements to the Fed-
eral Transmission System within the Pacific Northwest, as required,
to accomplish the following objectives:

(a) integrate and transmit electric power from present and future
Federal and non-Federal generating plants;

(b) provide service to the Administration’s customers;

(¢) provide interregional transmission facilities (Note: It is not
intended that the authority to accomplish this objective shall modify
in any manner the requirements of Section 8 of the Act of August 31,
1964 (78 Stat. 756) concerning restrictions on construction of trans-
mission lines and arrangements for transmission capacity ; and

(d) maintain the electrical stability and electrical reliability of the
Federal system.



4

Activities for accomplishment of the foregoing objectives are sub-
ject to the proviso that the expenditure of funds for initiating construc-
tion of facilities outside the Pacific Northwest (except certain limited
customer service facilitles) or the construction of major transmission
facilities, as defined by subsection 3(c), regardless of location, shall
not be made without specific approval of Congress. The requirement
for approval by Congress of initial expenditures preserves Congres-
sional control over major investment decisions which has, historically,
been exercised through the appropriations process. The Commiteee
understands that the annual budget of Bonneville Power Administra-
tion will hereafter be submitted to Congress as provided by the Gov-
ernment Corporations Control Act. Except for approval of major new
facility construction no affirmative action by Congress is required.
Itowever, Congressional approval of such major new starts will be
required to be included in the Appropriation Act. Expenditures for
construction in subsequent years will not require Congressional
approval. o

In carrying out the provisious of this section, respecting initiation
of new major Federal facilities, the Committee on Interior and Insular
Affairs has been assured, and expects, that the Administrator will
scrupulously adhere to the past policy of conducting good-faith nego-
tiations with all non-Federal electrical utilities that may wish to con-
struct transmission facilities and/or provide wheeling service over
existing lines prior to its initiating construction of Federal facilities.
The Committee further expects that the Administrator will submit
evidence of such negotiations to the Congress as a part of his budget
submission when requests for Congressional approval of expenditures
for initiating construction of such major new facilities. )

The Committee notes, with particular approval, that Bonneville
Power Administration customers in -Southern Idaho are presently
being served through long-term wheeling arrangements with the
Idaho Power Company and Utah Power and Light Company on
- terms satisfactory to Bonneville Power Administration. The Com-

mittee also understands that Bonneville Power Administration has no
intention to exercise the authority contained in S. 8362 to construct
facilities that would duplicate or replace the facilities being provided
by the Companies pursuant to those arrangements, so long as the
agreed services 1s provided by the Companies pursuant to such
arrangenients.

Section 5—Congressional Approval of Expenditures.—This section
prohibits the use of funds made available by this legislation for
acquusition by condemnation of any existing transmission line unless
such action is specificallly approved by Congress. Crossings of exist-
ing transmission lines may be accomplished by condemnation if neces-
savy. The section also requires that the Administrator must give at
least 60 days notice to all power entities in the Pacific Northwest with
which he has power sales, exchange or transmission contracts of his
Intention to seek Congressional approval of expenditures for initiat-
Ing major transmission construction or for condemnation of existing
lines. The Committee on Interior and Insular Affairs feels that this
provision affords ample safegnards against injudicions or capricious
use of the Administrator’s authority to expend funds for these pur-
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poses by allowing time for affected parties to express their viewpoints
to the Congress. .

Sect(ijon % Transmission of Non-Federal Power.—Section 6 pro-
vides that the Administrator of BPA shall not discrimmate between
public and private power entities in contracting for use of transmis-
sion line capacity which is surplus to the Admimstrator's require-
ments for transmitting Federal power. The Committee understands
that it is essential that non-Federal entities be able to secure transmis-
sion service through the Federal System on a non-discrimnatory basis,
in order to assure the marketability of power to be produced from
future non-Federal generating plants. ) )

The Committee further expressly points out that Section 6 1s not
intended to represent a policy having application other than in the
Pacific Northwest—nor is it intended, in any way, to be construed as
affecting National policy respecting the preference for purchase of
federally generated or acquired power by publicly-owned utilities.

Section 7—Acquisition of Property.—This section restates the Ad-
ministrator’s authority to acquire property and to enter into con-
tractural arrangements, as required, to carry out his responsibilities
under law. This authority is subject only to the limitations imposed by
section 5 of this legislation regarding condemnation of existing trans-
mission lines.

Section 8—Marketing Authority.—This section provides a statutory
basis for the Administrator’s marketing authority for all power
generated at existing or authorized powerplants constructed by the
Bureau of Reclamation, Department of the Interior and the Corps of
Engineers, Department of the Army, in the Pacific Northwest except
the Green Springs Powerplant of the Bureau of Reclamation in the
State of Oregon. The power from Green Springs is covered by a
long-term contract with Pacific Power and Light Company and is
therefore not available for marketing by BPA. Heretofore, the Admin-
istrator’s basic authority derived from Secretarial Orders except in
the case of his authority for marketing power from the Bonneville
Project.

Section 9—Rates and Charges.—This section consists of a restate-
ment of statutory standards and principles for derivation of wholesale
rates for sale of power by the Bonneville Power Administration and
an application of the same standards and principles to the derivation
of charges for wheeling non-Federal power. The section preserves
the existing requirement of law that rate schedules prepared by BPA
must be approved by the Federal Power Commission before they
become effective.

Section 10—Uniform Rates.—This section authorizes the Adminis-
tration to establish uniform rates in designated transmission areas
and to equitably allocate, for recovery among Federal and non-Federal
users, the cost of the Federal transmission system.

Section 11—Bonneville Power Administration Fund.—Section
11(b) of S. 3362 establishes the Bonneville Power Administration
Fund in the Treasury of the United Stateg and sets forth the sources
from which fund aceruals will derive. The subsection alsn authorizes
the Secretary, acting through the Administrator, to make expendi-
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tures from the fund subject only to the limitations of his legislation
and future Appropriations Acts. ) o

Section 11(b) enumerates the purposes for which the Adminis-
trator may make expenditures without further appropriation and
without limitation as to fiscal year, provided, that the items have been
set forth in an annual business-type budget submitted to the Congress
under the procedures set forth in the Government Corporation Con-
trol Act. :

Section 11(c) limits the purposes for which appropriated funds or
trust funds may be used by the Administrator and subjects the Admin-
istrator to the provisions of the Government Corporation Control Act.

Section 11(d) exempts the Comptroller General from the require-
ment of the Government Corporation Control Act to make annual
audits of the financial affairs of the Bonneville Power Administration.
The Committee understands that the frequency of audit will be dis-
cretionary on the part of the Comptroller General and the performance
of the audit will still be as prescribed by existing law.

Section 12—Investment of Excess Kunds.—This section permits the
Administrator to request the Secretary of the Treasury to invest sur-
plus funds in the Bonneville Power Administration Funds in specified
obligations of the United States. The section also allows the Adminis-
trator, subject to the approval of the Secretary of the Treasury, to
deposit money from the fund in specified financial institutions.

Section 13—Revenue Bonds.—Section 13 (a) authorizes the Admin-
istrator to issue and sell bonds to the Secretary of the Treasury to
assist in financing the construction, acquisition and replacement of the
transmission system or the refund of such bonds.

The bonds issued and sold to the Secretary shall be subject to the
terms and conditions prescribed by the Secretary and shall bear inter-
est at a rate determined by the Secretary of the Treasury to be com-
patible to that prevailing in the market for similar bonds. The prinei-
pal amount of bonds outstanding at any time is not to exceed
$1.250,000,000.

Section 13(b) provides that repayment of the bonds is to be made
from the amounts remaining in the Bonneville Power Administration
Fund after paying operation, maintenance and other specified costs of
the Federal Columbia River Transmission System.

Section 13(c¢) requires the Secretary of the Treasury to purchase
the bonds issued by the Administrator pursuant to this measure and
atuthorizes the Secretary to use proceeds from the sale of any securities
issued under the Second Liberty Bond Act, in addition to other avail-
able sources, to purchase said bonds.

The Connnittee notes that Section 12 and Section 13 of the proposed
measure impose upon BPA the obligation to determine many matters
relative to the issuance of its bonds and the security associated with
such issues. including such matters as the proper timing and size of
the issues, the refunding provisions to be incorporated in the bonds,
the fiscal management of surplus funds and many other matters re-
quiring expert knowledge of market conditions. Determinations made
on such matters will bear directly upon the future rates of BPA and,
therefore, upon its rate payers. The Committee encourages BPA to
utilize the services of private expert consultants to advise it in the
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formative stages of such determinations so as to assure to the region’s
rate payers the advantage of the specialized expertise warranted in
decistons of such magnitude.

COMMITTEE AMENDMENTS
None.
COSTS

The Committee on Interior and Insular Affairs finds that there are
no Federal costs associated with the enactment of S. 3362. Ultimate
savings to the Federal Government may be expected to occur as a
result of this legislation through the added efficiency of construction
afforded to Bonneville Power Administration by the availability, on
a timely basis, of adequate construction funds.

COMMITTEE RECOMMENDATIONS

The Committee on Interior and Insular Affairs, on the basis of a
unanimous voice vote, recommends enactment of S. 3362.

REPORTS AND COMMUNICATIONS

An Executive Communication, dated April 3, 1974, from the Secre-
tary of the Interior, to the Speaker of the House, is set forth below.
Also presented below, in its entirety, is a legislative report dated
g une 5, 1974, from the Deputy Comptroller General of the United

tates. S

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., April 3, 197 4.
Hon. Car. B. AreErr,
Speaker of the House of Representatives,
Washington, D.C.

DEar Mr. Speaxer: Enclosed is a bill “To enable the Secretary of
the Interior to provide for the operation, maintenance and continued
construction of the Federal transmission ‘system in the Pacific North-
west by use of the revenues of the Federal Columbia River Power
System and the proceeds of revenue bonds, and for other purposes.”
Also enclosed is a section-by-section analysis of the bill.

We recommend that this proposed legislation be enacted.

The purpose of this bill 1s to shift the financing of the Department
of the Interior’s electric power transmission program in the Pacific
Northwest from the present arrangement of funding through Federal
appropriations to a self-financing basis.

The Pacific Northwest is liberally endowed with hydroelectric power
potential, and over the period of the last sixty years the Federal
(Government, acting through the Department of the Interior and the
Department of the Army has invested heavily in the construction of
some two dozen dams and generating plants to develop this significant
energy resource. The Department of the Interior acting through the
Bonneville Power Administration has also constructed an extensive
transmission system to market the electric power and energy from
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these projects and to interconnect these projects and the load centers
of the Pacific Northwest. Today the Federal transmission system in
the Pacific Northwest incorporates over 12,000 circuit miles of 115 kv
to 500 kv ac and 800 kv de transmission lines, and over 330 substations,
representing a Federal investment of $1.3 billion. This system provides
approximately 70 percent of the bulk power transmission grid in the
Pacific Northwest.

As the construction and improvement of hydroelectric projects in the
region approaches the level ot full development of the energy resource,
the utilities in the Pacific Northwest have turned to the construction
of large thermal generating plants to meet the continually growing
requirements of their customers for electric power. The remaining
hydro projects to be developed will be essentially peaking projects.
Working through the Joint Power Planning Council and the Pacific
Northwest Utilities Conference Committee, the Bonneville Power Ad-
ministration has cooperated with the 108 utilities in the region to
coordinate the planning and construction of Federal and non-Federal
facilities. This effort has resulted in the Pacific Northwest Hydro-
Thermal Power Program. Phase 1 of the program, adopted in 1969
and approved by Congress, is expected to meet the power needs of the
region for generation and transmission facilities through the early
1980’s, and the recently proposed Phase 2 extends the program and
proposes a schedule of generating projects through 1986.

The hydro-thermal power program involves contributions by each

- of the cooperating entities. The non-Federal utilities have sole respon-
sibility for the construction of the new thermal generating plants,
which will be fueled by coal mined in the Pacific Northwest or adjacent
areas, or by nuclear energy. This constitutes the largest amount of new
investment. The Bureau of Reclamation and the Corps of Engineers
have the responsibility for the installation of additional generating
units at Federal hydroelectric power projects as now authorized. The
continuation of the Federal Columbia River transmission grid under
the Bonneville Power Administration is looked upon as the most feasi-
ble and efficient approach for interconnecting the new generating units
with the rest of the system and for transmitting their output through-
out the region.

The enclosed bill would deal with a separate issue relating to the
unique situation in the Pacific Northwest by authorizing the Secretary
of the Interior to finance the operation and maintenance and the future
construction of the Federal Columbia River transmission system from
revenues and from the proceeds of révenue bonds. This will free BPA
from the constraints inherent in the appropriations process that im-
pede compliance with financing and construction schedules. As in the
past, all capital and O&M costs of the Federal Columbia River Power
Svstem will be fully recovered from the power users of the region.
However, the proposed legislation would alleviate the demand on ap-
propriated Federal funds resulting from BPA’s transmission system
financial requirements.

The Bonneville operations are comparable to those of an electric
utility. The revenues from the sale and the transmission of electric
power will be more than adequate to cover annual operating costs,
repay the Federal investment in both generation and transmission
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facilities as required by law, and amortize the investment in new
transmission facilities financed from the proceeds of revenue bonds.
The ability of BPA to construct modifications or additions to the
transmission system on a timely schedule is highly important in order
to assure reliability of the system and to assure that the needed trans-
mission facilities are in place and operational at the time that the
power from the new generating units comes on line. The appropria-
tions method of financing is not satisfactory for this kind of a pro-
gram because delays are often encountered that are caused by other
budgetary considerations which are not related to the merits of the
construction program.

It would put Bonneville on a “pay as you go” basis for future in-
vestments utilizing revenue bonds on a business-like repayment basis
and giving the flexibility in obtaining financing that is considered
necessary in carrying out this utility-like transmission function.

The bill would authorize the Bonneville Power Administration to
construet transmission facilities in the Pacific Northwest that are
needed additions to the regional grid. Restrictions are included, how-
ever, which would prevent encroachment upon the opportunity for
non-Federal utilities to construct facilities which are equally adequate
to serve the regional purposes.

The Federal transmission system will carry both power generated
or acquired by the Government and power generated at non-Federal
facilities owned and controlled by others. Rates for transmission of
non-Federal power over the Federal system are subject to review and
approval by the Federal Power Commission,

The BPA activities would be subject to the provisions of the Gov-
ernment, Corporation Control Act. The budget would be submitted to
Congress for review by the appropriations committees and be subject
to limitations or directives contained in appropriations acts.

The Administrator would be authorized to 1ssue and sell bonds to
the Secretary of the Treasury up to a maximum amount outstanding
at any time of $1.25 billion. This amount is estimated to be sufficient
to meet borrowing needs for approximately 10 years. The Secretary
of the Treasury will prescribe the form and denomination, maturities,
and terms and conditions relating to the bonds issued, taking into
account terms and conditions prevailing in the market for similar
bonds, the useful life of the facilities for which the bonds are issued
and the financing practices of the utility industry. The interest rate
is also determined by the Secretary of the Treasury to provide rates
comparable to those prevailing in the market for similar bonds.

Other than the specific changes required to accommodate the new
financing method, the bill preserves the existing provisions of law
relating to the Bonneville Power Administration. Among other
things, this leaves unchanged the preference rights of public bodies
and cooperatives to acquire Federal power.

Because this bill deals primarily with the method of financing the
Federal transmission program in the Pacific Northwest rather than
the program itself, the proposal does not.significantly affect the
quality of the human environment. Accordingly, no environmental

impact statement is submitted herewith.

H. Rept. 93-1375 2
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The Office of Management and Budget has advised that enactment
of the proposed bill would be in accord with the program of the
President.

Sincerely yours,
Roac MorToN,
Secretary of the Interior.
Enclosure.

A BILL To enable the Secretary of the Interior to provide for the operation,
maintenance, and continued construction of the Federal transmission system
in the Pacific Northwest by use of the revenues of the Federal Columbia River
Power System and the proceeds of revenue bonds, and for other purposes

Be it enacted by the Senate and House of Representatives of the
United States of Americain Congress assembled, That

SHORT TITLE

Secrion 1. This Act may be cited as the “Federal Columbia River
Transmission System Act.”

DEFINITIONS AND INTERPRETATION

Skc. 2. (a) Congress finds that in order to enable the Secretary of
the Interior to carry out the policies of Public Law 88-552 relating
to the marketing of electric power from hydroelectric projects in the
Pacific Northwest, Public Laws 89448 and 89-561 relating to use of
revenues of the Federal Columbia River Power System to prqvide
financial assistance to Reclamation projects in the Pacific Northwest,
the treaty between the United States and Canada relating to the co-
operative development of the resources of the Columbia River Basin,
and other applicable law, it is desirable and appropriate that the rev-
enues of the Federal Columbia River Power System and the proceeds
of revenue bonds be used to further the operation, maintenance and
further construction of the Federal transmission system in the Pacific
Northwest.

(b) Other than as specifically provided herein, the present authority
and operations of the Secretary of the Interior relating to the Federal
Columbia River Power System shall not be affected by this Act.
Powers and duties of the administrator referred to herein are subject
to the supervision and direction of the Secretary.

Sec. 3. As used in this Act— ,

(a) The term “administrator” means the Administrator, Bonne-
ville Power Administration.

(b) The term “electric power” means electric peaking capacity or
electric energy or electric power and energy.

(c) The term “Pacific Northwest” means (1) the region consisting
of the states of Oregon, Washington, and Idaho, the state of Montana
west of the Continental Divide, and such portions of the states of
Nevada, Utah, and Wyoming as are within the Columbia drainage
basin, and (2) any contiguous areas, not in excess of seventy-five air-
line miles from said region, which are a part of the service area of a
distribution cooperative which has (i) no generating facilities, and
(ii) a distribution system from which 1t serves both within and with-
out said region. :
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THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

Sec. 4. The Secretary of the Interior, acting by and through the
administrator, shall operate and maintain the Federal transmission
system within the Pacific Northwest and shall construct improvements,
betterments and additions to and replacements of such system within
the Pacific Northwest as he determines are appropriate and required
to: .

(a) integrate and transmit the electric power from existing or addi-
tional Federal or non-Federal generating units;

{b) provide service to the administrator’s customers;

(¢) provide interregional transmission facilities; and

(d) maintain the electrical stability and electrical reliability of the
Federal system. ‘

SEc. 5. (a) Unless specifically authorized by Act of Congress, the
administrator shall not pursuant to the authority of this Act:

(1) acquire any operating transmission facility by condemmation,
provided that this provision shall not restrict the acquisition of the
right to cross such a facility by condemnation.

(2) construct additional transmission facilities which duplicate ex-
isting facilities or will duplicate transmission facilities which a utility
(or utilities) commits itself to construct unless such facilities are re-
quired for one or more of the purposes specified in section 4 hereof,
and the administrator, at or prior to the time the administrator’s
budget is submitted to Congress for the use of revenue or the issuance
of revenue bonds to finance the construction of such transmission facil-
ities, after good faith negotiations, is unable to make arrangements
for the use of non-Federal transmission facilities which shall be at
least equivalent in electrical capability to the proposed Federal facili-
ties and which arrangements shall be no less favorable to the Govern-
ment than the financing and construction of the proposed Federal
facilities.

(b) At least 60 days prior to the time the budget for the Bonneville
Power Administration is sent to Congress, the administrator shall
notify utilities in the Pacific Northwest of the new transmission facili-
ties proposed for construction therein. If the administrator, after mood
faith negotiations with a utility desiring to provide all or a part of
such facilities, retains an item in his budget for a transmission facility,
such utility may bring suit in the Federal District Court for Oregon
for the purpose of determining if the administrator has complied
with the provisions of this section. The administrator shall not begin
construction of such facility until at least 150 days after the budget
proposing to initiate such facility has been presented to both houses
of Congress and he has given such utility at least 80 days prior written
notice of his intent to begin such construction. No such suit may be
brought by such utility after the later of (1) said 150 days or (2) 30
days after notice by the administrator of his intent to begin
construction.

Sec. 6. The administrator shall make available to all utilities on a
fair and nondiscriminatory basis, any -capacity in the Federal trans-
mission system which he determines to be in excess of the capacity
required to transmit electric power generated by, acquired by, or under
the control of the United States,
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Skc. 7. Subject to the provisions of section 5 of this Act the admin-
istrator may purchase or lease or otherwise acquire and hold such real
and personal property in the name of the United States as he deems
necessary or appropriate to carry out his duties pursuant to law.

MARKETING AUTIIORITY

Sec. 8. The administrator is hereby designated as the marketing
agent for all electric power generated by Federal generating plants in
the Pacific Northwest, constructed by, under construction by, or
presently authorized for construction by the Bureau of Reclamation
or the United States Corps of Engineers except electric power re-
quired for the operation of each Federal project and except electric
power from the Green Springs Project of the Bureau of Reclamation.

RATES AND CHARGES

Sec. 9. Schedules of rates and charges for the sale, including dis-
positions to Federal agencies, of all electric power made available to
the administrator pursuant to section 8 of this Act or otherwise ac-
quired, and for the transmission of non-Federal electric power over
the Federal transmission system, shall become effective upon confir-
mation and approval thereof by the Federal Power Commission. Such
rate schedules may be modified from time to time by the Secretary of
the Interior, acting by and through the administrator, subject to con-
firmation and approval by the Federal Power Commission, and shall
be fixed and established (1) with a view to encouraging the widest
possible diversified use of electric power at the lowest possible rates to
consumers consistent with sound business principles, (2) having re-
gard to the recovery (upon the basis of the application of such rate
schedules to the capacity of the electric facilities of the projects) of
the cost of producing and transmitting such electric power, including
the amortization of the capital investment allocated to power over a
reasonable period of years, and (3) at levels to produce such addition-
al revenues as may be required, in the aggregate with all other reve-
nues of the administrator, to pay when due the principal of, pre-
miums, discounts and expenses in connection with the issuance of, and
interest on all bonds issued and outstanding pursuant to this Act, and
amounts required to establish and maintain reserve and other funds
and accounts established in connection therewith.

Skc. 10. The said schedules of rates and charges for transmission,
the said schedules of rates and charges for the sale of electric power,
or both such schedules, may provide, among other things, for uniform
rates or rates uniform throughout prescribed transmission areas. The
recovery of the cost of the Federal transmission system shall be
equitably allocated between Federal and non-Federal power utilizing

such system.
BONNEVILLE POWER ADMINISTRATION ‘FUND

Sec. 11. '(a) There is hereby established in the Treasury of the
United States a Bonneville Power Administration fund (hereinafter
referred to as the “Fund”). The Fund shall consist of (1) all receipts,
collections and recoveries of the administrator in cash from all sources,
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including trust funds, (2) all proceeds derived from the sale of bonds
by the administrator, (3) any appropriations made by the Congress
for the Fund, and (4) the following funds which are hereby trans-
ferred to the administrator: (i) all moneys in the special account
in the Treasury established pursuant to Executive Order No. 8526
dated August 26, 1940, (ii) the unexpended balances in the continuing
fund established by the provisions of section 11 of the Bonneville
Project Act of August 20, 1937 (16 U.S.C. 831, et seq.), and (iii) the
unexpended balances of funds appropriated or otherwise made avail-
able for the Bonneville Power Administration. All funds transferred
hereunder shall be available for expenditure by the Secretary of the
Interior, acting by and through the administrator, as authorized in
this Act and any other Act relating to the Federal Columbia River
transmission system, subject to such limitations as may be prescribed
by any applicable appropriation act effective during such period as
may elapse between their transfer and the approval by the Congress
of the first subsequent annnal budget program of the administrator.

(b) The administrator may make expenditures from the IFund,
which shall have been included in his annual budget submitted to
Congress, without further appropriation and without fiscal year limi-
tation, but within such specific directives or limitations as may be
included in appropriation acts, for any purpose necessary or appropri-
ate to carry out the duties imposed upon the administrator pursnant
to law, including but not limited to—

(1) construction, acquisition and replacement of (1) the transmis-
sion system, including facilities and structures appurtenant thereto,
and (i1) additions, improvements and betterments thereto (hereinafter
in this Act referred to as “transmission system?”).;

(2) operation, maintenance, repair and relocation, to the extent such
relocation is not provided for under subsection (1) above, of the trans-
missionh system;

(3) electrical research, development, experimentation, test. and
investigation related to construction, operation and maintenance of
transmission systems and facilities;

(4) marketing of electric power;

(5) transmission over facilities of others and rental, lease or lease-
purchase of facilities;

(6) purchase of electric power (including the entitlement of electric
plant capability) (i) on a short-term basis to meet temporary de-
ficiencies in electric power which the administrator is obligated by
contract to supply, or (i1) if such purchase has been heretofore author-
ized or is made with funds expressly appropriated for such purchase
by the Congress; g

(7) defraying emergency expenses or insuring continuous opera-
tion;

(8) paying the interest on, premiums, discounts and expenses, if
any, in connection with the issuance of, and principal of all bonds
issued under section 13(a) of this Act. including provision for and
maintenance of reserves and other funds established in connection
therewith:

(9) making such payments to the credit of the reclamation fund as
are required by or pursuant to law to be made into that fund: Pro-
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vided, That this clause shall not be construed as permitting the use of
revenues for repayment of costs allocated to irrigation at any project
except as otherwise expressly anthorized by law;

(10) making payments to the credit of miscellaneous receipts of the
Treasury for all unpaid costs required by or pursuant to law to be
charged to and returned to the General Fund of the Treasury for the
repayment of the Federal investment in the Federal Columbia River
Power System from electric power marketed by the administrator; and

{11} acquiring such goods and services, and paying dues and mem-
bership fees in such professional, utility, industry, and other societies,
associations and institutes, together with expenses related to such
‘memberships including but not limited to the acquisitions and pay-
ments set forth in the General Provisions of the annual appropriations
acts for the Department of the Interior, as the administrator deter-
mines to be necessary or appropriate in carrying out-the purposes of
this Act.

{¢) Moneys heretofore or hereafter appropriated shall be used only
for the purposes for which appropriated, and moneys received by the
administrator in trust shall be used only for carrying out such trust.
The provisions of the (Government Corporation Control Act (31
U.S.C. 841, et seq.) shall be applicable to the administrator in the
same manner as they are applied to the wholly owned Government
corporations named in section 101 of such Act (81 U.S.C. 846), but
nothing in the provise of 31 17.5.C. 850 shall be construed as affecting
the powers granted in subsection (b)(11) of this section and in sec-
tions 2(f), 10(b), and 12(a) of the Bonneville Project Act (16 U.S.C.
832, et seq.). .

Sec. 12. (a) If the administrator determines that moneys in the
Fund are in excess-of current needs he may request the investment of
such amounts as he deems advisable by the Secretary of the Treasury
in direct, general obligations of, or obligations guaranteed as to both
principal and interest by, the United States of America.

(b) With the approval of the Secretary of the Treasury, the admin-
istrator may deposit moneys of the Fund in any Federal Reserve bank
or other depository for funds of the United States of America, or in
such other hanks and financial institutions and under such terms and
conditions as the administrator and the Secretary of the Treasury may
mutnally agree.

REVENUE BONDS

Src. 13. (a) The administrator is authorized to issue and sell to
the Secretary of the Treasury from time to time in the name and
for and on behalf of the Bonneville Power Administration bonds,
notes, and other evidences of indebtedness (in this Aect collectively
referred to as “bonds”) to assist in financing the construction, acquisi-
tion and replacement of the transmission system, and to issue and sell
bonds to refund such bonds. Such bonds shall be in such forms and
denominations, bear such maturities and be gubject to such terms and
conditions as may be prescribed by the Secretary of the Treasury
taking into account terms and conditions prevailing in the market
for similar bonds, the nseful life of the facilities for which the bonds
are issued and financing practices of the utility industry. Refunding
provisions may be prescribed by the administrator. Such bonds shall
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bear interest at a rate determined by the Secretary of the Treasury
taking into consideration the current average market yield on out-
standing marketable obligations of the United States of comparable
maturities, plus an amount in the judgment of the Secretary of the
Treasury to provide for a rate comparable to the rates prevailing in
the market for similar bonds. The aggregate principal amount of any
such bonds outstanding at any one time shall not exceed $1,250,000,000.

(b) The principal of, premiums, if any, and interest on such bonds
shall be payable solely from the administrator’s net proceeds as here-
inafter defined. “Net proceeds” shall mean for the purposes of this
section the remainder of the administrator’s gross receipts from all
sources after first deducting the costs listed in section 11(b)(2)
through 11(b) (7) and 11(b) (11), and shall include reserve or other
funds created from such receipts.

(¢) The Secretary of the Treasury shall purchase forthwith any
bonds issued by the administrator under this Act and for that pur-
pose is authorized to use as a public debt transaction the proceeds
from the sale of any securities issued under the Second Liberty Bond
Act, as now or hereafter in force, and the purposes for which securi-
ties may be issued under the Second Liberty Bond Act, as now or here-
after in force, are extended to include any purchases of the bonds
issued by the administrator under this Act. The Secretary of the
Treasury may, at any time, sell any of the bonds acquired by him
under this Act. All redemptions, purchases, and sales by the Secretary
of the Treasury of such bonds shall be treated as public debt trans-
actions of the United States.

SECTION BY SECTION ANALYSIS OF THE COLUMBIA RIVER
TRANSMISSION SYSTEM ACT

Sec. 1. The short title is the “Federal Columbia Transmission Sys-
tem Act.”

Skc. 2. The general purposes of the Act are set forth. The current
authority of the Secretary of the Interior regarding the Federal
Columbia River Power System is not affected by the Act unless specif-
ically provided. The general intent of the Act is to provide for the
use of revenues and revnue bond financing as a substitute for the ap-
propriations presently used to finance the operation, maintenance and
continued construction of the Federal transmission system in the
Pacific Northwest. The provisions of the Bonneville Project Act, the
Flood Control Act of 1944 and the Reclamation Project Act of 1939
giving preference and priority to public bodies and cooperatives for
power produced by Federal projects is not affected by the Act. The
powers and duties designated to the administrator under the Act are
made subject to the supervision and direction of the Secretary of
Tnterior.

Src. 3. The definition of “Pacific Northwest” encompasses the
boundaries of the region which have priority on hydroelectric gen-
eration from the Federal Columbia River Power System pursuant to
Public Law 88-552. This definition is important in defining the areas
in which the Bonneville Power Administration may use revenue financ-
ing to construct transmission facilities.
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Skc. 4. The Secretary of Interior, acting by and through the admin-
istrator, i1s authorized to construect additions to the Federal transmis-
sion in the Pacific Northwest for four specific purposes. These are
(1) the transmission of the output from new Federal or non-Federal
generating units, (2) for additional service to Bonneville’s customers,
(3) for inter-regional transmission facilities, and (4) maintain electri-
cal stability and reliability on the Federal system.

Sec. 5. Unless specifically authorized by Act of Congress, including
appropriations acts, the administrator has no authority under the Act
to condemn non-Federal transmission facilities and his authority to
construct duplicating facilities is specifically limited. The adnunis-
trator is obligated to enter into good faith negotiations with auy
utility which proposes to provide facilities in lieu of Federal construc-
tion on a time, facility and cost equivalency. This section also provides
that a utility which contests Federal construction of new transmission
facilities will be given adequate notice of Bonneville’s intent to con-
struct and timne to bring legal action to challenge such construction in
the Federal District Court of Oregon. Specific time periods are allowed
so that there will be no cloud upon any bonds which Bonneville issues
to finance a contested transmission facility,

Sec. 6. This section provides that any capacity in the Federal trans-
mission system excess to the needs of the Government will be made
available to all utilities on a fair and nondiscriminatory basis. It is
anticipated that firm long term contracts for the transmission of non-
IFederal power will be executed by the administrator in the same man-
ner as has been previously the case.

Sec. 7. This section gives the administrator the right to enter into
such real and personal property transactions as are necessary to carry
out his responsibilities under this and the Bonneville Project Act. No
change is anticipated in current procurement and property transactions
of the administrator.

Sec. 8. This section designates the administrator as the marketing
agent for all Federal hydroelectric projects constructed, under con-
struction, or authorized in the Pacific Northwest excepting the Bureau
of Reclamation’s Green Springs Project in Southern Oregon currently
under long term contractual arrangements with Pacific Power & Light
Company. The administrator is presently designated as marketing
agent of excess power from most federal projects by Secretarial Order
which could be withdrawn at any time. Since Bonneville revenues will
be used to secure bonds issued to finance future construction it is im-
portant that this marketing authority be designated by statute.

Skc. 9. This section restates the standards for Bonneville’s wholesale
power rates which are provided in existing law, applies these stand-
ards to the rates for the transmission of non-Federal power, and adds
the requirements to provide revenue suflicient to pay debt service on
revenue bonds issued. All rates are made subject to the approval of the
Federal Power Commission.

Src. 10. This section allows the administrator to establish uniform
rates througheut the region or thronghout preseribed transmission
areas. It also places an obligation to equitably allocate transmission
system costs between Federal and non-Federal utilization.
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Skc. 11. This section establishes the Bonneville Power Administra-
tion Fund which will be the depository of all funds which are received
by Bonneville. The administrator is authorized to make expenditures
{rom the Fund for any purpose which is necessary under this Act, the
Bouneville Project Act, or for any legally incurred expenses. Specific
categories of expenditure are outhined to make clear the extent of this
authority. The Fund will also include trust funds deposited by non-
Federal agencies to pay the cost of power purchased or facilities con-
structed on behalf of such agencies by the administrator. The variety,
size and quantity of trust fund transactions entered into by the admin-
istrator are expected to increase substantially in the future.

Bonneville is subject to the budget and audit provisions of the Gov-
ernment Corporation Control Act. This would require the adminis-
trator to submit a budget through the Department of the Interior to
the OMB for review and then to the congressional appropriations
committees which currently review Bonneville’s appropriation re-
quests. This method would allow for the same kind of review that
BPA appropriations currently undergo. Specific reference is made to
31 U.S.C. 850 and its relationship to several sections of the Bonne-
ville Project Act. There is no intent in this section to change the inter-
pretation which Bonneville and the General Accounting Office have
made of these sections and their relationship to current legal require-
ments upon Bonneville.

Sec. 12. This section allows Bonneville to request investment of
surplus funds by the Secretary of the Treasury in direct, general
obligations of, or obligations guaranteed as to both principal and in-
terest by the United States. With the approval of the Secretary of the
Treasury he may deposit moneys from the Fund in any Federal
Reserve bank or other United States depository.

Skec. 13. The administrator is authorized to issue and sell bonds to the
Sccretary of the Treasury to finance construction of the transmission
system. The maximum amount outstanding at any time is limited to
$1.25 billion.

Debt service on the bonds is payable from Bonneville’s net pro-
ceeds. Net proceeds are the amounts remaining in the Bonneville Fund
after paying Bonneville’s O&M and other related costs. The adminis-
trator is prohibited from making a payment from the net proceeds to
the Reclamation fund or the miscellaneous receipts of the Treasury
Enti& he has met such of the currently due debt service on the revenue

onds.

The bonds sold to the Secretary of the Treasury will be in the form
of the maturities and subject to the terms and conditions prescribed b);
the Secretary of the Treasury, taking into account the terms and con-
ditions prevailing in the market for similar bonds, the useful life of
the facilities for which the bonds are issued, and the financing prac-
tices of the utility industry. The interest rate on the bonds will be
determined by the Secretary of the Treasury so as to provide an inter-
est rate comparable to that for bonds of a similar quality.
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CoMPTROLLER (GENERAL OF THE UNITED STATES,
Washington, D.C.,June 5,197 4.
B-137458,
Hon. James A. Harey,
Chairman, €ommittee on Interior and Insular Affairs,
House of Representatives, Washington, D.C.

Dear Mr. Caatrman : This refers to H.R. 14168, 93d Congress, a bill
referred to your Committee which if enacted would be cited as the
“Federal Coluimbia River Transmission System Act.”

Because one aspect of the bill bears upon the duties of this Office,
we offer, as agreed with your staff, the following suggestions for the
Committee’s consideration.

Section 11 of the bill would establish a “Bonneville Power Admin-
istration Fund” in the Treasury, referred to as the “fund.” Section
11(c), after setting forth certain restrictions on the use of moneys by
the Administrator, Bonneville Power Administration, provides that
the Administrator shall be subject to the provisions of the Government
Corporation Control Act (31 U.S.C. 841 et seq.) “in the same manner
as they are applied to the wholly owned Government corporations
named in section 101 of such Act (31 U.S.C. 846) * * *” (with excep-
tions not here relevant). Section 105 of the Government Corporation
Control Act requires, among other things, that this Office make annual
audits of the corporations subject to the act, and report thereon to the
Congress.

We recommend that, to allow flexibility to the General Accounting
Office in the use of its available manpower resources to the maximum
advantage, the bill be amended by adding the following sentence to
section 11{c) :

“Notwithstanding the provisions of sections 105 and 106 of the Gov-
ernment Corporation Control Act, the financial transactions of the
Administrator shall be audited by the Comptroller General at such
times and to such extent as he deems necessary and reports of the re-
sults of each such audit made to the Congress within six and one-half
months following the end of the fiscal year covered by the audit.”

On page 8 at line 17, the reference to “16 U.S.C. 831" should be to
“16 U.S.C. 832.”

Sincerely yours,
Rorerr F. KELLER,
Deputy Comptroller General
o of the United States.
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93p CoNGRESS | SENATE { RerorT
2d Session } _ No. 93-1030

FEDERAL COLUMBIA RIVER TRANSMISSION
SYSTEM ACT

JuLy 25, 1974.—Ordered to be printed

Mr. Jacgson, from the Committee on Interior and Insular Aﬁalrs,
submitted the following

REPORT

‘[To accompany S. 3362]

The Committee on Interior and Insular Affairs, to which was re-
ferred the-bill (S. 3362) to enable the Secretary ‘of the Interior to
provide for the operation, maintenance, and continued construction
of the Federal transmission system in the Pacific Northwest by use
of the revenues of the Federal Columbia River Power System and the
proceeds of revenue bonds, and for other purposes, having considered
the same, reports favorably thereon with an amendment and recom-
mends that the bill as amended do pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following new
text:

SHORT TITLE

SEcTION 1. This Act may be cited as the “Federal Columbia River Transmission
System Aet”.
FINDINGS

SEc. 2. (a) Congress finds that in order to enable the Secretary of the Interior
to carry out the policies of Public Law 88-552 relating to the marketing of
«electric power ‘from hydroelectric projects in the Pacific Northwest, Public Laws
89448 and 89-561 relating to useé of révenues of thie Federal Columbia River
Power System to provide financial assistancée to reclamation projects in the
Pacific Northweést, thp treaty between the United States and Canada retating
to the cooperative development of> the resources of the Colunibia River Bisin,
:and other applicable law, it is desirable and appropriate that the revenues of the
Federal Columbia RiVer Poweér System dnd the proceeds of .revenue bonds be
used to further the operation, maintenance, and further comstruction of the
Federal transmission system in the Pacifi¢ Northwest .

38-010
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(b) Other than as specifically provided herein, the present authorlty and,
duties ‘of the Secretary of the Interior relating to the Federal Columbia River
System-shall not be affected by this Act. The authority and duties of the Admin-
istrator referred to herein are subject to the supervision and direction of the
Secretary.

DEFINITIONS

SEC. 3. As used in this Act—

(a) The term “Administrator” means the Administrator, Bonneville Power
Administration.

(b) The term “electric power” means eleetric peaking capacity. or electnc
energy or both.

(c) The term “major transmwswn faclhtles” means transmission facilities
intended to be used to provide services not previously provided by the Bonne-
ville Power Administration with its own facilities.

THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

Sec. 4. The Secretary of the Interior, acting by and through the Adminis-
trator, shall operate and maintain the Federal transmission system within the
Pacific Northwest and shall construct improvements, betterments, and additions
to and replacements of such system within the Pacific Northwest as he deter-
minés are appropriate and required to:

(a) integrate and transmit the electric power from emstmg or addltlonal
Federal or non-Federal generating units ;

(b) provide service to the Administrator’s customers;

(e¢) provide interregional transmission facilities; and or

(d) maintain the electrical stability and electrical reliability of the Fed-
eral system; Provided, however, That the Administrator shall not con-
struct any transmission. facilities outside the Pacific Northwest, excepting
customer service facilities within any contiguous areas, not in excess of
seventy-five airline miles from said region, which are a part of the Service
area of a distribution cooperative which has (i) no generating facilities,

- and -(ii) a distribution system from which it serves 'both within-and with-

~ out. said region, nor shall he commence construction of any major trans-

migsion faciltty within the Pacific Northwest, unless the expenditure of the
funds for the initiation of such constructlon is specifically approved by
Act of Congress.

CONGRESSIONAL APPROVAL OF EXPENDITURES

Sec. 5. (a) Unless specifically authorized by Act of Congress, the Adminis-
trator shall not expend funds made available under this Act—, other than
funds. specifically -appropriated by the Congress for such-purpose,.to acquire
any operating transmission facility by condemnation: Provided, That this pro-
vision shall not restrict the acquisition of the right to cross such a facility by
condemnation.

(b) At least sixty-days prior to the t1me a request for approval or authorlty
under section 4 or 5 of this Act is sent to Congress, the Administrator shall give
notice of. such request to entities in the Pacific Northwest with which the Ad-
ministrator has power sales or exchange contracts or transmission contracts or
which have a transmlsswn 1nterconnect10n w1th the Federal transmlssmn
system e .
TRANSMISSION OF NON-FEDERAL POWER Tio

SEc. 6 The Admlmstrator shall make avallable to- all utlhtles on 2 fa1r and
nondlscrlmmatory basis, any capacity in the Federal transm.lssmn system
which he determines to be in excess of the capacity requlred to tl:ansmlt electrie
power generated or acqulred by the United States . I

ACQUISITION OF PROPEBTY

‘Shke; T SubJect o the prov1sxons of section5°of this Act the' Administrator may ,
purchace or lease or otherwise acquire and hold such real and’ personal property
in the name of the United States as he deems necessary or appropriate to carry
out his duties pursuant to law.
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MARKETING AUTHORITY

Skc. 8 The Adm.mistrator is hereby designated as the marketing agent for all
electric power generated by Federal generating plants in the Pacific Northwest,
constructed by, under construction by, or presently authorized for construction
. by the Bureau of Reclamation or the United States Corps of Engineers except
electric power required for the operation of each Federal project and except
electric power from the Green Springs project of the Bureau of Reclamation.

RATES AND CHARGES

SEc. 9. Schedules of rates and charges for the sale, including dispositions to
Federal agencies; of all electric power made available to the Administrator pur-
suant to section 8 of this Act or otherwise acquired, and for the transmission -of
non-Federal - electric power over the Federal transmission system, shall become
effective upon confirmation and approval .thereof by the Federal Power .Com-
mission. Such rate schedules may be modified from time to time by the Secretary
of the Interior, acting by and through the Administrator, subject to confirmation
and approval by the Federal Power Commission, and shall be fixed and estab-
lished (1) with a view to encouraging the widest possible diversified use of
electric power at the iowest possible rates to consumers consistent with .sound
business principles, (2) having regard to the recovery (upon the basis of the
application of such rate schedules to the capacity of the electric facilities of the
projects) of the cost of producing and transmitting such electric power, including
the amortization of the capital investment allocated to power over .a reasgnable
period of years and payments provided for in section 11(b) (9), and (3) at levels
to produce such additional revenues as may be required, in the aggregate with
all other revenues of the Administrator, to pay when due the principal of,
premiums, discounts, and expenses in connection with the issuance of and inter-
est on all bonds issued and outstanding pursuant to this Act, and amounts re-
quired to establish and maintain reserve and other funds and Aaccounts estab-
lished in éonnection therewith.

UNIFORM RATES

Sec. 10. The said schedules of rates and charges for transmission, the said
schedules of ratés and charges for the sale of electric power, or both such sched-
ules, may provide, among other things, for uniform rates or rates uniform
throughout prescribed transmission areas. The recovery of the cost of the Federal
transmission system shall be equitably allocated between Federal and non-Federal
power utlhzmg such system

BONNEVILLE POWER ADMINISTBATION FUND

SEo. 11. (a) There is hereby established in the Treasury of the United States
a Bonneville Power Adm1mstrat10n fund (hereinafter referred to as the “fund”).
The fund shall consist of (1) all receipts, collections, and recoveries of the Ad-
mlmstrator in cash from all sources, including trust funds, (2) all proceeds
derived from the sale of bonds by the Administrator, (3) any appropnatlons made
by the Congress for the fund, and (4) the followmg funds which are hereby trans-
ferred to the Administrator: (i) all moneys in the special aecount in the Treasury
established pursuant to Executive Order Numbered 8526 dated August.26, 1940,
(ii) the unexpended balances in the continuing fund established by the provisions
of section 11 of the Bonneville Project Act of August 20, 1937 (16 U.S.C. 831,
et seq.), and - (iii) the unexpended balances of funds appropriated or.otherwise
made available for the Bonneville Power Adminjstration. All funds transferred
hereunder shall be available for expenditure by the Secretary of the Interior;act-
ing by and through the Administrator, as authorized in this Act and any ether
Act relatmg to the Federal Columbia River transmission system, subject to-suck
limitations ‘as. may be' prescribed by any applicable appropriation act effeetive
- during such period as may elapse betweén their transfer and the approval by the’
Congress of the first subsequent annual budget program of the Administrator,
(b) The Administrator may make expenditures from the fund, which shall have
been included in his annual budget submitted to Congress, w1thout further appre-
priation and without fiscal year limitation, but within such specific directives ar
limitations ag.may be included in appropriation acts, for any purpose necessary
or appropriate to carry out the duties imposed upon j;he Admlmstmtor pursuﬁm
“to law, including ‘but not limited to== -
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{1) construction, acquisition, and replacement of (i) the transmisgion
v - Bystem, including faeiutxes and structures appurtenant thersto, and (il) addi-
. tions, improvements, and betterments thereto (hereinafter in this Act re-
. ferred to as “transmission system”) ;

(2) operation, maintenance, repair, and relocation, to the extent such re-
location is not provided for under subsection (1) above, of the transmission
gysten ;

(3) electrieal research, development, experimentation, test, and investiga-
tion related to constructxon, operation, and maintenance of transmission sys-
tems and facilities;

‘ - {4) marketing of electri¢c power; i
. (5) transmission over facilities of others and rental, lease, or lease-
putchase of facilities;

{(6) purchase of electric power (including the ent:itlement -of electrie
plant capability) (i) on a short-term basis to meet temporary deficiencies
in electric power which the Administrator is obligated to contraet to supply,
or (ii) if such purchase has been heretofore. authorized or is made with
funds expressly appropriated for such purchase by the Congress, or (iii) if
to be paid for with funds provided by other entities for such purpose under a
trust or agency arrangement ;

(7) defraymg‘ emergency exenses Or insuring continuous opemtit}n M

{(8) paying the interest -on, premiums, discounts, and expenses, if any, in
connection with the issuance of, and principal of all bonds issued under
sectlon 13(a) of this Aect, meludmg provigion for and mainten&menf reserve
and other funds established in connection therewith ;

(9) making such payments to the credit of the teclamatmn fund or other
funds as are required by or pursuant to law to be made inte‘suth funds-in
connection with reclamation projeets in the Pacific Northwest: Provided,
That this clause shall not be construed as permifting the use of revenues
for repayment of costs allocated to irrigation at any project except ;s other-
wise expressly authorized by law;

(1¢) making payments to the credit of miscellaneous receipts of the
Treasury for all unpaid costs required by or pursuant to law te be charged
to and refurned to the general fung of the Treasury for the repayment of
the Federal investment in the Federal Columbia River ?(:wer Hystem from
electric power marketed by the administrator; and

(11) acquiring such goods and Services, and paying dues and.jpembership
fees in such’professional, utility, industry, and other sacietle& assoe’iaﬂons,
and institutes, together with expenses related to such membersmps, includ-~
ing but not llmited to the acquisitions and payments set forth in the general

. provisions of the amnual appropriations Act for the Department of In-

terior, as the Administrator determines to be necessary or apprepriate in
carrying out the purposes of this Act.

{¢) Moneys heretofore or theréafter appropriated shall he used onlg for the
purposes for which approprinted, and moneys received by the Adminisirator in
trust shall be used only for carrying ont such trugt. The provisions of the Goy-
ernment: Garporation Contrsl Act (81 U.8.C. 841 et geq.) shall be applicable to
the Administrator in the same manner as they are applied to the wholly owned
Government corporations nimed in section 101 of such Act (81 U.5.C. 848), but
nothing in the proviso of seetion 8550 of titlé 31, Unibed Ststes Code, shall be
construed as affecting the powers granted in snbssetion {b) (11) of thig section
“and in sections 2{f), 10(b), and 12{e) of the Bonneville Project Act (16 U.8.C.
832 et seq.). )

(d) Notwithstanding the pmviaims of sections 105 and 3906 of the; ‘ eaat
Corporation Contrel Act, the finaneial trensactions ef the Adm <
be andited by the Comptroller General at such times and to” suqh em;t . T the

_ Comptrolier General deems necessary, and réports of the results of esch such
-audit shall be made to the Congress within 6% months Ioslk)m.tx the snd of the
fiscal year covered by the audit.

. INVESTMENT OF EXCESS ¥YUNDS

Src. 12 (a) It the Administrater determines that moneys. ia the Sand are in
excess Of current meeds he mey requiwt the litvestment of such Ansents as he
deems adwsable by the Secretary of the ‘Treakurry in Glreet, MM@&B
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of, or obligations guaranteed as to both principal and interest by, the United
States of America. )

(b) With the approval of the Secretary of the Treasury, the Administrator
may deposit moneys of the fund in any Federal Reserve bank or other depository
for funds of the United States of America, or in such other banks and financial
institutions and under sich terms and conditions as the Administrator and the
Secretary of the Treasury may mutually agree. '

REVENUE BONDS

SEc. 13. (a) The Administrator is authorized to issue and sell to the Secretary
of the Treasury from time to time in the name and for and on behalf of the
Bonneville Power Administration bonds, notes, and other evidences of indebted-
ness (in this Act collectively referred to as “bonds”) to assist in financing the
construction, acquisition, and replacement of the transmission system, and to is-
sue and sell bonds to refund such bonds. Such bonds shall be in such forms and
denominations, bear such maturities, and be subject to such terms and conditions
as may be prescribed by the Secretary of the Treasury taking into account terms
and conditions prevailing in the market for similar bonds, the useful life of the
facilities for which the bonds are issued, and financing practices of the utility in-
dustry. Refunding provisions may be prescribed by the Administrator. Such
bonds shall bear interest at a rate determined by the Secretary of the Treasury
taking into consideration the current average market yield on outstanding mar-
ketable obligations of the United States of comparable maturities, plus an amount
in the judgment of the Secretary of the Treasury to provide for a rate comparable
to the rates prevailing in the market for similar bonds. The aggregate principal
amount of any such bonds outstanding at any one time shall not exceed
$1,250,000,000.

(b) The principal of, premiums, if any, and interest on such bonds shall be
payable solely from the Administrator’s net proceeds as hereinafter defined.
“Net proceeds” shall mean for the purposes of this section the remainder of the
Administrator’s gross receipts from all sources after first deducting trust funds
and the costs listed in section 11(b) (2) through 11(b) (7) and 11(b) (11), and
shall include reserve or other funds created from such receipts. .

(¢) The Secretary of the Treasury shall purchase forthwith any bonds issued
by the Administrator under-this Act and for that purpose is authorized to use as
a public debt transaction the proceeds from the sale of any securities issued under
the Second Liberty Bond Act, as now or hereafter in force, and the purposes for
which securities may be issued under the Second Liberty Bond Act, as now or
hereafter in force are extended to include any purchases of the bonds issued by
the Administrator under this Act. The Secretary of the Treasury may, at any
time, sell any of the bonds acquired by him under this Act. All redemptions,
purchases, and- sales by the Secretary of the Treasury of such bonds shall be
treated as public debt transactions of the United States.

I. PURPOSE OF THE MEASURE

The measure, which was proposed by the Department of the In-
terior, has two principal purposes:
(1) It would establish a Bonneville Power Administration
Fund in the U.S. Treasury to receive revenues from electric power
sales, appropriations made by the Congress, receipts from the sales
of bonds, and miscellaneous other receipts of the Bonneville
Power Administration. The Fund would then be available, with-
out further appropration but subject to several limitations, for
carrying out the purposes of the Bonneville Power Administra-
tion. .
(2). It would authorize the Bonneville Power Administrator to
issue bonds and sell them to the Secretary of the Treasury to assist
in financing the construction, acquisition, and replacement of the
Bonneville electric power transmission system. ' :
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II. BACKGROUND
BoxNeviLLE Power ADMINIéi*RATION

The Bonneville Project Act of 1937 (Act of August 20, 1937, 50
Stat. 731), authorizing the construction of Bonneville Dam by the
Corps of Engineers, provided that the electric power generated at
the dam should be marketed by a Bonneville Power Administrator
to be appointed by the Secretary of the Interior. The Administrator
was authorized to construct, operate, and maintain transmission lines
necessary to market the power. ' .

The Bonneville Power Administration, through subsequent legisla-
tion and interpretation of the Act, has become a major part of the
electric power system in the Pacific Northwest. The Federal Columbia
River Power System, for which BPA is the marketing agency, had
'26 power projects in operation in 1973 with a total generating capa-
eity of 10,486 megawatts. In that year, the system represented 57.3
percent of the region’s total electric generation. The BPA transmis-
mision system includes 12,050 circuit miles, representing about 80 per-
eent of the region’s primary transmission system.

Feperar, Coromsia River Power System (FCRPS)

The FCRPS consists of the electric power generating facilities of
the Corps of Engineers and the Bureau of Reclamation, for which
BPA is power marketing agency, and the BPA transmission system.
Although the activities of BPA, the Corps, and the Bureau are sepa-
rately administered and financed, the facilities are operated as an
integrated power system and the debt for Federal investment in eleec-
tric facilities is repaid through a coordinated financial arrangement.

Until recently, the Pacific Northwest was predominently upon hy-
droelectric generation for electric power. As new opportunities for
major power dams became scarce, other electric energy sources were
sought. Planning to meet the growth in'electric demand of the region
is difficult in view of the scarcity of fossil fuels, and BPA, as a
major power marketing agency has played a role in such planning.
The Congress has recognized the importance of BPA participation by
endorsing the regional Hydro-Thermal Program.

The Hydro-Thermal Program represents an effort by the utilities
of the region to plan new generating facilities on a cooperative basis
to meet the regional needs. BPA has played a significant role in the
development of the Hydro-Thermal Program by serving as the cat-
alyst in bringing together the various segments of the industry—
investor-owned utilities, public agencies, and cooperatives—together
to review regional as well as individual utility requirements and to
plan the construction of new generation with these duel needs in mind.

The decision of a utility or group of utilities to construct new gen-

“erating facilities may be strongly influenced by the availability of
transmission facilities on the Federal system to transmit the output
from the source of generation to the load centers,'In addition to the
cooperative use of transmission facilities, the Hydro-Thermal Pro-
gram encourages the coordination of generating capacity for-peak
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‘loads which is available-at the hydroelectric dams in the region with
the:base load energy to be produced by the large thermal projects in
the region to provide for the total demand in a reliable manner at
the lowest cost. ‘

Lecistative HisTory |

The Secretary of the Interior transmitted a proposed draft of the
measure to the Congress by his letter of April 3, 1974. S. 3362 was
introduced on April 22d, by request, by the following Senators: Jack-
son, Church, Hatfield, Magnuson, Mansfield, and Packwood. :

A hearing was held before the Water and Power Resources Sub-
committee on June 6, 1974. ’

IIT. NEED FOR THE MEASURE

The primary purpose of the proposed measure is to establish a new
financing policy for the operations of the Bonneville Power Adminis-
tration and for the construction for new transmission facilities in the
Pacific Northwest. The bill would not affect the authorization or
financing of Federal electric generating facilities.

In past years, the sequential decisions associated with the appro-
priation process have delayed timely construction of transmission fa-
cilities, and regional planning for new transmission line capacity pres-
ently faces extreme uncertainty about the timing of Federal invest-
ment. The following tabulation of the history of appropriations re-
quests for the Bonneville Power Administration’s transmission fa-
cilities clearly displays the discrepancies between systems planning
requirements which are reflected in the initial estimate of fund re-
quirements and the ultimate funding which was made available:

{in thousands of dollars]

Preliminary

budget - : .
request bX Departmental OMB  Appropriated Impounded
BP, ‘allowance allowance by Congress by OMB
Fiscal year—. -
19 36, 645 36,177 35,250
31,765 31,415 31,195
36, 200 32,650 - 28, 056
65, 050 58, 350 47, 650
109, 720 109, 500 74,847
105, 000 109, 625 58, 800
209, 100 121,900 114, 465
168,900 128, 465 126,175
156, 983 157,700 139, 006
177,982 189, 000 137,100
208, 800 188,700 123,900
148, 000 138, 700 117,122
127,300 127,300 121, 250
144,200 - 128,400 - 120,513
145,500 141,233 131,500 |
157, 000 156, 003 152, 667 _.

It is apparent that a funding mechanism is necessary which: pro-
vides greater assurance that the needs of the region for transmission
capacity will be met and which has the flexibility to respond to chang-
ing requirements. This measure would establish a Bonneville Power
Administration fund in the Treasury and authorize the Administra-

- -
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 tor to issue and sell revenue bonds. These actions should assure an ade-
quate and flexible cash flow thereby permitting the construction of
transmission facilities on a timely basis in response to changing needs.

IV. COMMITTEE AMENDMENTS

The Committee on Interior and Insular Affairs amended S. 3362
by striking everything after the enacting clause and substituting a
new text. The principal purposes of the Committee amendment are
as follows:

(1) The Committee amended 8. 3362 by deleting the provision of
the original Section 3(c) of the bill as introduced which set forth a
definition of the term “Pacific Northwest.” It is the intention of the
Committee that the body of existing law, legislative history, and
policy regarding the definition would not be changed by the enact-
ment of this measure. :

"~ (2) The Committee adopted an amendment adding a proviso to
Section 4, as follows: '

Provided, however; That the Administrator shall not construct
any transmission facilities outside the Pacific Northwest, except-
ing customer service facilities within any contiguous areas, not
in excess of seventy-five airline miles from said region, whick
are a part of the service area of a distribution cooperative which
has (1) no generating facilities, and (ii) a distribution system
from which it serves both within and without said region, nor
shall he commence construction of any major transmission facil-
ity within the Pacific Northwest, unless the expenditure of the
funds for the initiation of such construction is specifically ap-
proved by Act of Congress. - )

By this proviso, it is the intent of the Committee to preserve the
existing Congressional oversight over major new investments. Under
the provisions of the Government Corporation Control Act, the annual
budget for the Bonneville Power Administration will continue to be
submitted to the Congress, but no affirmative action need be taken.
This proviso would require affirmative approval, by a statement in
the Appropriations Act, of expenditures for (1) the initiation of
construction of major new transmission facilities, or (2) new trans-
mission facilities outside the Pacific Northwest other than customer
service facilities to serve customers which are Iocated both within and
outside the region. Funding of continued construction of such facilities
in later years would not require approval. o

The Committee considers a “major transmission facility” to be any
facility intended to be used to provide services not previously pro-
vided by BPA with its own facilities. The definition is incorporated
in the bill as reported as a new section 3(c). ' :

The Committee expects the Administrator to continue the policy,
which has been pursued in the past, of carrying on good faith negoti-
ations with non-Federal utilities desiring to construct transmission
facilities and provide wheeling service prior to initiating the construe-
tion of Federal facilities, The Committes expeets the Administrator:
to present evidence of such negotiations to the Congress when he
requests approval of expenditures to initiate construction- of major
Federal facilities. . '
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The Committee also noted that BPA customers in Southern Idaho
are presently being served through long-term wheeling arrangements
with the Idaho Power Company and Utah Power & Light Company
on terms satisfactory to BPA. There is no intention to exercise the
guthority conferred by the bill to corstruct transmission facilities
which would replace the facilities provided by these companies pur-
suant to those arrangements so long as the agreed service is provided
by the Companies pursuant to such arrangements. -

(8) Because the existing requirement for specific Congressional
approval of expenditures for the initiation of construction of major
new transmission facilities was retained in the amended bill, the Com-
mittee deleted the provisions of Section 5(a)(2) setting for the cri-
terion for the initiation of such lines and the provisions of subsection
5(b) providing for court review of decisions regarding such initiation.

(4) The Committee amended Section 5 to retain the existing author-
ity of the Administrator to acquire transmission lines by condemnation
but regtricted such action to those cases where funds for such acquisi-
tion are specifically appropriated by the Congress or the expenditure
of funds made available by this measure is specifically authorized by
the Congress for that purpose.

(5) The Committee, upon the recommendation of the Comptroller
General, inserted a new subsection 11(d) to provide lattitude for the
Comptroller to determine the appropriate frequency of audits of trans-
actions made by the Administrator. )

V. SECTION-BY-SECTION ANALYSIS

SHORT TITLE

Section 1 declares that the measure may be cited as the “Federal
Columbia River Transmission System Act.”

FINDINGS

Section 2(a) states that the Congress finds that in order to carry
out the directivesand policies contained in previous legislation relat-
ing to the production and distribution of electrical power in and from
the-Pacific Northwest it would be advantageous to utilize revenues to
the Federal Columbia River Power System and the proceeds from
the sale of revenue bends for the operation, maintenance, and construc-
tion of the Federal electric power transmission system in the Pacific
Northwest. »

Section 2(b) establishes that this measure is not to affect the present
authority and duties of the Secretary of the Interior except as specifi-
calg provided therein, This subsection also provides that the actions
of the Administrator of the Bonneville Power Administration in re-
sponse to the authority and duties provided by this measure are sub-
ject to the supervision and direction of the Secretary of the Interior.

DEFINITIONS ’

Section 3 includes definitions which are self-explanatory.

S. Rept. 93-1030——2
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THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

Section 4 instructs the Secretary of the Imterior, acting by and
through the Administrator of the Bonneville Power Administration,
" to operate and maintain the system, constructing such improvements,
betterments, additions and replacements as he determines to be appro-
priate to carry out the functions specified in subsections (2}, (b), (c),
and (d) of this section as follows: ' ;

Subsection 4 (a) to integrate and transmit electric power produced
from existing or future Federal or non-Federal generating facilities.
Subsection 4(b) to serve customers of the Administrator.* o

Subsection 4(c¢) to construct inter-regional transmission facilities
within the Pacific Northwest. o

Subsection 4(d) to maintain the electrical stability and electrical
reliability of the transmission system with the provise that the expen-
diture of funds for the construction of facilities outside of the region
(except certain customer service facilities) or the constructionof any
major transmission facility regardless of location be explicitly ap-
proved by Congress, '

CONGRESSIONAL APPROVAL OF EXPENDITURES

Section 5(a) prohibits the Administrator from acquiring by con-
demnation any operating transmission facility unless the funds for
that purpose are specifically approved by Congress for that purpose.

Section 4(b) requires the Administrator of the Bonneville Power
Administration, at least 60 days prior to transmittal to the Congress
of a request for approval of the expenditure of funds for purposes
pursuant to section 4 or § of this measure, to give notice of his intended
request to entities such as utilities or direct customers in the Pacific
Northwest with which the Administrator has power sales, exchange
contracts, wheeling agreements, or which have a transmission inter-
conneetion with the Federal transmission system., )

The intent of the provisions of Sec. 5 1s to assuve that the parties
specified will have the opportunity to communicate, should they wish
to do so, with the Congress regarding the expenditure of funds pro-

posed by the Bonneville Power Administration prior to Congressional
' approval of said expenditure. :

t

TRANSMISSION OF NON-FEDERAL I’OWER

Section 6 provides that the Administrator of the Bonneville Power
Administration shall not discriminate among classes of customers in
_making agreements to transmit electric power over Federal transmis-
sion lines. The intention of this provision is to enable the Administra-
tor to carry out the responsibilities assigned to him in this measure.
It is not the Committee’s intention to make an expression of Congres-
sional policy regarding the transmission of energy over Federal sys-
tems outside of the Pacific Northwest. .

ACQUISITION OF PROPERTY

Section 7 insures the existing authority of the Administrator of the
Bonneville Power Administration to enter into such real and personal
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property transactions as may be necessary to carry out the responsi-
bilities assigned to him by law. It makes these authorities subject to
the restricting elements of Section 5 of this measure regarding con-
demnation of transmission facilities.

MARKETING AUTHORITY

S(_action 8 designates the Administrator of the Bonneville Power Ad-
ministration as the marketing agent for electric power produced at
existing or future Federal generating facilities. Excluded from his au-
thority is that electric power neecssary for the operation of each such
project and the .electric power presently under long-term contract
grom the Bureau of Reclamation’s Green Springs Project in Southern

regoln. . ~ :

The Administrator’s present authority for marketing Federally pro-
duced power is conferred in most part by Secretarial Order. In view
of the long-term obligations which would be entered into as a result
of the sale of revenue bonds, it is believed that this marketing author-
ity should be designated by statute. :

RATES AND CHARGES

Section 9 restates existing standards for the derivation of the Bon-
neville Power Administration’s wholesale power rates and extends
these standards to the charges for wheeling of non-Federal power over
the Federal Columbia River Transmission System. The section fur-
ther requires all rates and charges, including those for the sale or the
wheeling of electric power, to be subject to approval by the Federal
Power Commission.

The rates and schedules are to be sufficient to pay debt service on
revenue bonds as well as meeting existing rate and schedule criteria.
As used in this section, the phrase “cost of producing and transmitting
such electric power” includes the costs associated with reclamation
projects which have been designated by statute to be repaid out of
poWer revenues. :

UNIFORM RATES

Section 10 authorizes the Administrator of the Bonneville Power
Administration to establish uniform rates in prescribed transmission
areas. This section would continue the authority of the Administra-
tor to establish “postage stamp” rates subject to equitable allocation
of the costs associated with transmission and delivery of power in par-
ticular segments of the Federal Columbia River Transmission System.

BONNEVILLE POWER ADMINISTRATION FUND

Section 11(a) establishes a Bonneville Power Administration Fund
in the Treasury of the United States and enumerates the sources
from which moneys may accrue to the fund. The Secretary of the In-
terior, acting by and through the Administrator of the Bonneville
Power Administration, is authorized to make expenditures from the
fund subject to the provisions of legislation relating to the Federal
Columbia River Transmission System or any applicable appropria-
tion act. ‘
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Section 11 (b) authorizes the Administrator of the Bonneville Power
Administration to make expenditures from the fund and enumerates
those purposes or items for which expenditures may be made. The
expenditures would be authorized to be made without further appro-
priation by the Congress. Annual budgets for the Administration’s
program would be submitted to the Coligress, however, under the pro-
visions of the Government Corporation Control Act (31 U.S.C. 841,
et seq.) and specific limitations or directives concerning the proposed
expenditures may be included in Appropriations Acts. ;

Section 11 (¢) proscribes the purposes for which appropriated funds
or moneys received by the Administrator in trust may be used, and
subjects the Administrator to the provisions of the Government Cor-
poration Control Act of December 6, 1945, as amended. ‘

Section 11(d) exempts the General Accounting Office from the re-
quirement of the Government Corporations Control Act of making an
annual audit of the financial transactions of the Administrator of the
Bonneville Power Administration. GAQ review of the annual report
of the BPA would still be required by other provisions of law.

INVESTMENT OF EXCESS FUNDS

Section 12(a) permits the Administrator of the Bonneville Power
Administration to request the Secretary of the Treasury to invest
surplus funds in direct, general obligations of, or obligations guaran-
teed as to both principa%eand interest by the United States. ,

Section 12(b) allows the Administrator of the Bonneville Power
Administration, subject to the approval of the Secretary of the Treas-
ury, to deposit moneys of the f?md in any Federal rve Bank,
United States Depository, or other bank or financial institution.

REVEKXKUE BONDS

Section 13(a) authorizes the Administrator to issue and sell bonds to
the Secretary of the Treasury to assist in financing the construction,
acquisition and replacement of the transmission system or the ref@nd
of such bonds. :

The bonds issued and sold to the Secretary shall be subject to the
terms and conditions prescribed by the Secretary and shall bear in-
terest at a rate deterroined by the Secretary of the Treasury to be com-
patible to that prevailing in the market for similar bonds. The prin-
cipal amount of bonds outstanding at any time is not to exceed
$1,250,000,000. .

Section 13(b) provides that repayment of the bonds is to be made
from the amounts remaining in the Bonneville Powef Administration
fund after paying operation, maintenance and other specified costs
of the Federal Columbia River Transmission System.

Section 13(c) requires the Secretary of the Treasury to purchase
the bonds issued by the Administrator pursuant to this measure and
authorizes the Secretary to use proceeds from the sale of any securities
issued under the Second Liberty Bond Act, in addition to other avail-
able sources, to purchase said bonds.
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VI. ESTIMATE OF COST

The enactment of this measure is not expected to increase the level of
Federal costs for the Bonneville Power Administration’s program. It
is anticipated that funding for proposed construction will be made
available more quickly after the termination of need has been made.
The funds made available by the Treasury through bond issues au-
thorized by this measure will be repaid to the Treasury out of revenues
from BPA power sales at a higher interest than present repayment
policy requires. The net Federal cost will therefore be reduced over
the repayment period. Furthermore, more effective construction sched-
ules will reduce cost increases resulting from inflation. i

In summary, the enactment of the measure is not expected to in-
crease Federal costs and will probably result in some economics in .
Federal financing of necessary transmission line constructiomn.

VII. COMMITTEE RECOMMENDATIONS

The Committee on Interior and Insular Affairs, by unanimous vote
of a quorum present at an open éxecutive session on July 22, 1974, rec-
ommends that S. 3362, as amended, be enacted.

VIII. EXECUTIVE COMMUNICATIONS

Printed below is. the letter of transmittal from the Secretary of the
Interior to the President of the Senate enclosing a proposed bill “to
enable the Secretary of the Interior to provide for the operation, main-
tenance and continued construction of the Federal transmission system
in the Pacific Northwest by use of the revenues of the Federal Colum-
bia River Power System and the proceeds of revenue bonds, and for
other purposes,”, and a communication to the Committee from the
General Accounting Office.

U.S. DEPARTMENT oF THE INTERIOR,
u(’)m;on OF TEEOSZORETARY,
ashington, D.C. 1 3, 1974.
Hon. Gerarp R. Forb, geom > Apres 3, 1974
President, U.S. Senate,
Washington, D.C.

Dear Mr. PresmenT: Enclosed is a bill “To enable the Secretary of
the Interior to provide for the operation, maintenance and continued
construction of the Federal transmission system in the Pacific North-
west by use of the revenues of the Federal Columbia River Power Sys-
tem and the proceeds of revenue honds, and for other purposes.” Also
enclosed is a section-by-section analysis of the bill.

We recommend that this proposed legislation be enacted. :

The purpose of this bill is to shift the finaneing of the Department
of the Interior’s electric power transmission program in the Pacific
Northwest from the present arrangement of funding through Federal
appropriations to a self-financing basis.
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The Pacific Northwest is liberally endowed with hydroelectric power
potential, and over the period of tlze last sixty years the Federal Gov-
ernment, acting through the Department of the Interior and the De-
partment of the Army has invested heavily in the construction of some
two dozen dams and generating plants to develop this significant
energy resource. The Department of the Interior acting through the
Bonneville Power Administration has also constructed an extensive
transmission system to market the electric power and energy from these
projects and to interconnect these projects and the load centers of the
Pacific Northwest. Today the Federal transmission system In the
Pacific Northwest incorporates over 12,000 circuit miles of 115 kv to
500 kv ac and 800 kv de transmission lines, and over 330 substations,
representing a Federal investment of $1.3 billion. This system provides
approximately 70 percent of the bulk power transmission grid in the
Pacific Northwest.

As the construction and improvement of hydroelectric projects in
the region approaches the level of full development of the energy re-
source, the utilities in the Pacific Northwest have-turned to the con-
struction of large thermal generating plants to meet the continually
growing requirements of their customers for electric power. The re-
maining hydro projects to be developed will be essentially peaking
projects. Working through the Joint Power Planning Council and the
Pacific Northwest Utilities Conference Committee, the Bonneville
Power Administration has cooperated with the 108 utilities in the
region to coordinate the planning and construction of Federal and
non-Federal facilities. This effort has resulted in the Pacific North-
west Hydro-Thermal Power Program. Phase 1 of the program,
adopted in 1969 and approved by Congress, is expected to meet the
power needs of the region for generation and transmission facilities
through the early 1980's, and the recently proposed Phase 2 extends
the program and proposes a schedule of generating projects through
1986,

The hydro-thermal power program involves contributions by each
of the cooperating entities. The non-Federal utilities have sole respon-
sibility for the constiuction of the new thermal generating plants,
which will be fueled by coal mined in the Pacific Northwest or adja-
cent areas, or by nuclear energy. This constitutes the largest amount
of new investment. The Bureau of Reclamation and the Corps of
Engineers have the responsibility for the installation of additional
generating units at Federal hydroelectric power projects as now au-
thorized. The continuation of the Federal Columbia River transmis-
sion grid under the Bonneville Power Administration is looked upon
as the most feasible and efficient approach for interconnecting the new
generating units with the rest of the system and for transmitting their
output throughout the region.

The enclosed bill would deal with a separate issue relating to the
unique situation in the Pacific Northwest by authorizing the Secre-
tary of the Interior to finance the operation and maintenance and the
future construction of the Federal Columbia River transmission sys-
tem from revenues and from the proceeds of revenue bonds. This will
free BPA from the constraints inherent in the appropriations process .
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that impede compliance with financing and construction schedules. -
As in the past, all capital and O&M costs of the Federal Columbia
River Power System will be fully recovered from the power users of
the region. However, the proposed legislation would alleviate the de-
mand on appropriated Federal funds resulting from BPA’s trans-
mission system financial requirements.

The Bonneville operations are comparable to those of an electric
utility. The revenues from the sale and the transmission of electric
power will be more than adequate to cover annual operating costs,
repay the Federal investment.in both generation and transmission
facilities as required by law, and amortize the investment in new
transmission facilities financed from the proceeds of revenue bonds.
The ability of BPA to construct modifications or additions to the
transmission system on a timely schedule is highly important in order
to assure reliability of the system and to assure that the needed trans-
mission facilities are in place and operational at the time that the
power from the new generating units comes on line. The appropria-
tions method of financing is not satisfactory for this kind of a pro-
gram because delays are often encountered that are caused by other
budgetary considerations which are not related to the merits of the
construction program. : ‘

It would put Bonneville on a “pay as you go” basis for future in-
vestments utilizing revenue bonds on a business-like repayment basis
and giving the flexibility in obtaining financing that is considered
necessary in carrying out this utility-like transmission function.

The bill would authorize the Bonneville Power Administration to
construct transmission facilities in the Pacific Northwest that are
needed additions to the regional grid. Restrictions are included, how-
ever, which would prevent encroachment upon the opportunity for
non-Federal utilities to construct facilities which are equally adequate
to serve the regional purposes. .

The Federal transmission system will carry both power generated
or acquired by the Government and power generated at non-Federal
facilities owned and controlled by others, Rates for transmission of
non-Federal power over the Federal system are subject to review and
approval by the Federal Power Commission.

The BPA activities would be subject to the provisions of the
Government Corporation Control Act. The budget would be sub-
mitted to Congress for review by the appropriations committees and
be subject to limitations or directives contained in appropriations acts.

The Administrator would be authorized to issue and sell bonds to
the Secretary of the Treasury up to a maximum amount outstanding
at any time of $1.25 billion. This amount is estimated to be sufficient to
meet borrowing needs for approximately 10 years. The Secretary of
the Treasury will prescribe the form and denomination, maturities,
and terms and conditions relating to the bonds issued, taking into
account terms and conditions prevailing in the market for.similar
bonds, the useful life of the facilities for which the bonds are issued
and the financing practices of the utility industry. The interest Tate
is also determined by the Secretary of tie Treasury to provide rates
comparable to those prevailing in the market for similar bonds.”



16

Other than the specific changes required to accommodate the new
financing method, the bill preserves the existing provisions of law
relating to the Bonneville Power Administration. Among other
things, this leaves unchanged the preference rights of public bodies
and-cooperatives to acquire Federal power.

Because this bill deals primarily with the method of financing the
Federal transmission program in the Pacific Northwest rather than
the program itself, the proposal does not si%niﬁca.ntly affect the qual-
ity of the human environment. Accordingly, no environmental im-
pact statement is submitted herewith. '

The Office of Management and Budget has advised that enactment
of the proposed bill: would be in accord with the program of the
President. o

Sincerely yours,
(Signed) Roa Morron,

Secretary of the Interior.

A BILL To enable the Secretary of the Interior to provide for the operation,
maintenance and continued construction of the ¥Federal transmission system
in the Pacific Northwest by use of the revenues of the Federal Columbia River
Power System and the proceeds of revenue bonds, and for other purposes

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That

SHORT TITLE

SecrioN, 1. This Act may be cited as the “Federal Columbia River
Transmission System Act.”

DEFINITIONS AND INTERPRETATION

Sec. 2. (a) Congress finds that in order to enable the Secretary of

the Interior to carry out the policies of Public Law 88-552 relating
to the marketing of electric power from hydroelectric projects in the
Pacific Northwest, Public Laws 89448 and 89-561 relating to use of
revenues of the Federal Columbia River Power System to provide
financial assistance to Reclamation projects in the Pacific Northwest,
the treaty between the United States and Canada relating to the
cooperative development of the resources of the Columbia River Basin,
and other applicable law, it is desirable and appropriate that the reve-
nues of the Federal Columbia River Power System and the proceeds
of revenue bonds be used to' further the operation, maintenance and
further construction of the Federal transmission system in the Pacific
Northwest. -
: éb) Other than as specifically provided herein, the present authority
and operations of the Secretary of the Interior relating to the Federal
'Colqmbm Rlvel: Power System shall not be affected by this Act.
Powers and duties of the administrator referred to herein are subject
to the supervision and direction of the Secretary. '

Sec. 8. As used in this Act—

_{a) The term “administrator” means the A dministrator. Bonne-
ville Power Administration. : ’
(b) The term “electric power” means electric peaking capacity
or electric energy or electric power and energy.
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(¢) The term “Pacific Northwest” means (1) the region cen-
sisting of the states of Oregon, Washington, and Idaho, the state
of Montana west of the Continental D1v1de, and such portlons of
the states of Nevada, Utah, and Wyoming as are within the
Columbia drainage basin, and (2) any contiguous areas, not in
excess of seventy-five airline miles from said region, which are
a part of the service area of a distribution cooperative which has
(i) no generating facilities, and (ii) a distribution system from
which it serves both within -and without said region.

THE FEDERAL COLUMBIA RIVER TRANSMISSION SYSTEM

- SEc. 4. The Secretary of the Interior, acting by and through the ad-
ministrator, shall operate and maintain the Federal transmission sys-
tem within the Pacific Northwest and shall construct improvements,
betterments and additions to and replacements of such system within
the Pacific Northwest as he determines are appropnate and required
to:

(a) integrate and transmit the electric power from existing or
additional Federal or non-Federal generatlng units;

(b) provideservice to the administrator’s customers;

(c) provide interregional transmission facilities; and

(d) maintain the electrical stability and electrical reliability of
the Federal system.

Skec. 5. (a) Unless specifically authorized by Act of Congress, the
administrator shall not pursuant to the authority of this Act:

(1) acquire any operating transmission facﬂlty by condemna-
tion, provided that tlll)ls provision shall not restrict the acquisition
of the right to cross such a facility by condemnation.”

- (2) construct additional transmission facilities which duplicate
existing facilities or will duplicate transmission facilities which a
utility (or utilities) commits itself to construct unless such fa-
cilities are required for one or more of the purposes specified in
section 4 hereof, and the administrator, at or prior to the time the
administrator’s budget is submitted to Congress for the use of
revenue or the issuance of revenue bonds to finance the construc-
tion of such transmission facilities, after good faith negotiations,
is unable to make arrangements for the use of non-Federal trans-
mission facilities which shall be at least equivalent in electrical
capability to the proposed Federal facilities and which arrange-
ments shall be no less favorable to the Government than the
financing and construction of the proposed Federal facilities.

.(b) At least 60 days prior to the time the budget for the Bonne-
ville Power Administration is sent to Congress, the administrator shall
notify utilities in the Pacific Northwest of the new transmission facili-
ties proposed for construction therein. If the administrator, after good
faith negotiations with a utility desiring to provide all or a part of
such facﬂltles, retains an item in his budget for a transmission facility,
such utility may bring suit in the Federal District Court for Oregon
for the purpose of determining if the administrator has complied with
the provisions of this section. The administrator shall not begin con-
struction of such a facility until at least 150 days after the budget pro-
posing to initiate such facility has been presented to both houses of
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Congress and he has given such utility at least 30 days prior written

notice of his intent to begin such construction. No such suit may be
brought by such utility aftler the later of (1) said 150 days or (2{ 30
days after notice by the administrator ef his intent to begin construc-
tion. , :
- :8rc. 6. The administrator shall make available to all utilities on a
fair and nondiscriminatory basis, any capacity in the Federal trans-
mission system which he determines to be in excess of the capacity re-
uired to transmit electric power generated by, acquired by, or under
the control of the United States. '

Src. 7. Subject to the provisions of section 5 of this Act the ad-
ministrator may purchase or lease or othewrise acquire and hold such
redal and personal property in the name of the United States.as he
ileems necessary to appropriate to carry out his duties pursuant to
law. : :
MARKETING AUTHORITY

Sec. 8. The administrator is hereby designated as the marketing
-agent for all electric power generated by Federal generating plants in .
‘the Pacific Northwest, constructed by, under construction by, or pres-
-ently authorized for construction by the Bureau of Reclamation or
‘the United States Corps of Engineers except electric power required
for the operation of each Federal project and except electric power
‘from the Green Springs Project of the Bureau of Reclamation.

RATES AND CHARGES

.. Sec. 9. Schedules of rates and charges for the sale, including dis-
"positions to Federal agencies, of all electric power made available to
‘the administrator pursuant to section 8 of this' Act or otherwise ac-
quired, and for the transmission of non-Federal clectric power over
" ‘the Federal transmission system, shall become effective upon confirma-
tion and approval thereof by the Federal Power Commission. Such
rate schedules may be modified from time to time by the Secretary of
the Interior, acting by and through the administrator, subject to con-
firmation and approval by the Federal Power Commission, and shall
be fixed and established (1) with a view to encouraging the widest
possible diversified use of electric power at the lowest possible rates to
consumers consistent with sound business principles, (2) having regard
‘to the recovery (upon the basis of the application of such rate sched-
ules to the capacity of the electric facilities of the projects) of the cost
of producing and transmitting such electric power, inc¢luding the
amortization of the capital investment allocated to power over a reas-
-onable period of years, and (3) at levels to produce such additioral
ravenues as may be required, in the aggregate with all other revenues
-of the administrator, to pay when due the principal of, premiums, dis-
-counts and expenses in connection with the issuance of, and interest
-on all bonds issued and outstanding pursuant to this Act, and amounts
required to establish and maintain reserve and other funds and ac-
scounts established in connection therewith. = o ‘

‘Skc, 10. The said schedules of rates and charges for transmission,
‘the said schedules of rates and charges for the sale of electric power,
-or both such schedules, may provide, among other things, for uniform
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“rates or rates uniform throughout prescribed transmission areas. The
recovery of the cosi of the Federal transmission system shall be equi-
tably allocated between Federal and non-Federal power utilizing such
gystem.

' BONNEVILLE POWER ADMINISTRATION FUND

Sec. 11. (a) There is hereby established in the Treasury of the
United States a Bonneville Power Administration fund (hereinafter
referred to as the “Fund”). The Fund shall consist of (1) all receipts,
collections and recoveries of the administrator in cash from all sources,
including trust funds, (2) all proceeds derived from the sale of bonds
by the administrator, (3) any appropriations made by the Congress
for the Fund, and (4) the following funds which are hereby trans-
ferred to the administrator: (i) all moneys in the special account in
the Treasury established pursuant to Executive Order No. 8526 dated
August 26, 1949, (i1) the unexpended balances in the continuing fund
established by the provisions of section 11 of the Bonneville Project
Act of August 20, 1937 (16 U.S.C. 831, et seq.), and (iii) the unex-
pended balances of funds appropriated or otherwise made available
for the Bonneville Power Admimstration. All funds transferred here-
under shall be available for expenditure by the Secretary of the In-
terior, acting by and through the administrator, as authorized in this
‘Act and any other Act relating to the Federal Columbia River trans-
mission system, subject to such limitations das may be prescribed by
any applicable appropriation act effective during such period as may
elapse between their transfer and the approval by the Congress of the
first subsequent annual budget program.of the administrator.

(b) The administrator may make expenditures from the Fund,
which shall have been included in his annual budget submitted to
Congress, without further appropriation and without fiscal year lim-
itation, but within such specific directives or limitations as may be
included in appropriation acts, for any purpose necessary or appro-
priate to carry out the duties imposed upon the administrator pursuant
to law, including but not limited to— ' . .

(1) construction, acquisition and replacement of (i) the trans-
mission system, including facilities and structures appurtenant
thereto, and (ii) additions, improvements and betterments thereto
(hereinafter in this Act referred to as “transmission system”) ;

(2) operation, maintenance, repair and relocation, to the extent
such relocation is not provided for under subsection (1) above,
of the transmission system; ) ,

- (3) electrical research, development, experimentation, test, and
investigation related to construction, operation and maintenance
of transmission systems and facilities; :

(4) marketing of electric power; ' .
_(b) transmission over facilities of others and.rental, lease or

" lease-purchase of facilities;

" (8) purchase of electric power (including the entitlement of
electric plant capability) (1) on a short-term basis to meet tem-
porary deficiencies in electric power which the administrator is
obligated by contract to supply, or (ii) if such purchase has been
heretofore authorized or is made with funds expressly appro-
priated for such purchase by the Congress; ' ‘
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(7) defraying emergency expenses or insuring continuous
" operation; o R .
(8) paying the interest on, premiums, discounts and expenses,
if any, in connection with the issuance of, and principal of all
bonds 1ssued under section 13(a) of this Act, including provision
for and maintenance of reserve and other funds established in
connection therewith; ' . _
(9) making such payments to the credit of the reclamation fund
as are required by or pursuant to law to be made into that fund:
Provided, That this clause shall not be construed as permitting:
the use of revenues for repayment of costs allocated to irrigation:
at any project except as otherwise expressly authorized by law;
(10) making payments to the credits of miscellaneous receipts:
of the Treasury for all unpaid costs required by or pursuant to
law to be charged to and returned to the General Fund of the
Treasury for the repayment of the Federal investment in the Fed-
eral Columbia River Power System from electric power marketed
by the administrator; and
(11) acquiring such goods and services, and paying dues and
membership fees in such professional, utility, industry, and other
societies, associations and institutes, together with expenses re--
lated to such memberships, including but not limited to the
acquisitions and payments set forth in the General Provisions of
the aninual appropriations acts for the Department of the Interior
as the administrator determines to be necessary or appropriate
in carrying out the purposes of this Act. .
(¢) Moneys heretofore or hereafter appropriated shall be used only
for the purposes for which appropriated, and moneys received by the
administrator in trust shall be used only for carrying out such trust.
The provisions of the Government Corporation Control Act (31
T.S.C. 841, et seq.) shall be applicable to the administrator in the same:
manner as they dare applied to the wholly owned Government corpora-
tions named in section 101 of such Act (81 U.S.C. 846), but nothing in
the proviso of 31 U.S.C. 850 shall be construed as affecting the powers:

“granted in subsection (b)(11) of this section and in sections 2(f),

10(b), and 12(a) of the Bonneville Project Act (16 U.S.C. 832, et
seq.). . -
SI)EC. 12. (a) If the administrator determines that moneys in the
Fund are in excess of current needs he may request the investment of’
such amounts as he deems advisable by the Secretary of the Treasury
in direct, general obligations of, or obligations guaranteed as to6 both
principal and interest by, the United States of Amerieca. -
(b) With the approval of the Secretary of the Treasury, the ad-
ministrator may deposit moneys of the Fund in any Federal Reserve:
bank or other depository for funds of the United States of America,.
or in such other banks and financial institutions and under such terms:
and conditions as the administrator and the Secretary of the Treasury
may mutually agree. , :
s o REVENUE BONDS

SEC.Y 13 (a) The admihisjtrato’r is authorized to issue and sell to the
Secretary of the Treasury from time to time in the name and for and
on behalf of the Bonneville Power Administration bonds, notes, and.
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other evidences of indebtedness (in this Act collectively referred to as
*bonds”) to assist in financing the construction, acquisition and re-
placement of the transmission system, and to issue and sell bonds to
refund such bonds. Such bonds shall be.in such forms and denomina-
tions, bear.such maturities and be subject to such terms and conditions
as may be prescribed by the Secretary of the Treasury taking into
account terms and conditions prevailing in the market for similar
bonds, the useful life of the facilities for which the bonds are issued
and financing practices of the utility industry. Refunding provisions
may be prescribed by the administrator. Such bonds shall bear interest
at a rate determined by the Seeretary of the Treasury takinginto
consideration the current average market yield on outstanding mar-
ketable obligations of the United States of comparable matyrities,
plus an amount in the judgment of the Secretary of the Treasury to
provide for a rate comparable to the rates prevailing in the market for
similar bonds. The aggregate principal amount of any such bonds out-
standing at any one time shall not exceed $1,250,000,000. - =

(b) The principal of, premiums, if any, and interest on such bonds
shall be payable solely from the administrator’s net proceeds asherein-
after defined. “Net proceeds” shall mean for the purposes of this sec-
tion the remainder of the administrator’s gross receipts from all sources
after first-deducting the costs listed in section 11(b) (2) through 11(b) -
{7) and 11(b) (11), and shall include reserve or other funds created
from such receipts. Coe L

(¢) The Secretary of the Treasury shall purchase forthwith any
bonds issued by the administrator nnder this Act and for that purpose
is authorized to use as a public debt transaction the proceeds from the
sale of any securities issued under the Second Liberty Bond Act, as
now or hereafter in force, and the purposes for which securities may
be issued urder the Second Liberty Bond Act, as now or hereafter in
force, are extended to include any purchases of the bonds issued by
the administrator under this Act. The Secretary of the Treasury may,
at any time, sell any of the bonds acqnired by him under this Act, All
redemptions, purchases, and sales by the Secretary of the Trgamiry of
such bonds shall be treated as public debt transactions of the United

States. ' : :

SecTION BY SECTION ANALYsis of THE Frperar CoLoMBsia River
: TransMission SysreM Act R ’

Section 1. The short title is the “Federal Celumbia Transmission
System Act.” , o ‘ T

Section 2. Lhe general purposes of the Act are sef forth. The current
authority of the Secretary of the Interior regarding the Federal Co-
Jumbid River Power System is not affected by the Act unless specifi-
cally provided. The general intent of the Act is to proyide for the use
use of reventes and revenue bond financing as a substitute for the
appropriations presently used to finance the operation, maintenance
_ and cemtinued construction of the Federa] transmission system in the

Pacific Northwest. The provisions of the Bonneyille Project Act, the
Flood Control Act of 1944 and the Reclamation Projeet Act _of 1989
giving preference and priority to public bodies and cooperatives for
power produced by Federal projects is not affected by the Act. The
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powers and duties designated to the administrator under the Aet are
made subject to'the supervision and direction of the Secretary of In-
terior. : c

Section 3. The definition of “Pacific Northwest” encompasses the-
boundaries,of the region which have priority on hydroelectric genera-
tion from the Federal Columbia River System pursuant to Public Law
88-552. This definition is important in defining the area in which the:
Bonneville Power Administration may use revenue financing to con-
struct transmission facilities. N

Section 4. The Secretary of Interior, acting by and through the-
administrator, is authorized to construct additions to the Federak
transmission in the Pacific Northwest for four specific I‘Purposes. These-
are (1) the transmission of the output from new Federal or non-
Federal generating units, (2) for additional service to Bonneville’s.
customers, (8) for inter-regional transmission facilities, and (4) main-
tain electrical stability and reliability on the Federal system.
_ Section 5. Unless specifically authorized by Act of Congress, includ--
ing appropriations acts, the administrator has no authority under the-
Act to condemn non-Federal transmission facilities and his authority-
to construct duplicating facilities is specifically limited. The adminis--

. trator is obligated to enter into good faith negotiations with any utility

which proposes to provide facilities in lieu of Federal construction on:
a time, facility and cost equivalency. This section also providés that a.
utility which contests Federal construction of new transmission facili--
ties will be given adequate notice of Bonneville’s intent to construct
and time to bring legal action to challenge such construction in the-
Federal District Court of Oregon. Specific time periods are allowed
so that there will be no cloud upon any bonds which Bonneville issues
to finance a contested transmission facility. o ’

Section 6. This section provides that any capacity in the Federal
transmission system excess to the needs of the Government will be-
made available to all utilities on a fair and nondiscriminatory basis.
It is anticipated that firm long term contracts for the transmission of”
non-Federa] power will be executed by the administrater in ‘the sdme
manner as has been previously the case. B R

Section 7. This section gives the administrator the right to enter into:
such real and personal property transactions as are necessary to car
out his responsibilities under this and the Bonneville Project Act. No-
change is anticipated in current procurement and property transac-
tions of the administrator. C .

Section 8. This section designates the administrator asthe marketing
agent for all Federal hydroelectric projects constructed, under con--
struction, or authorized in the Pacific Northwest excepting the Bureau
of Reclamation’s Green Springs Project in Southern Oregon currently
under long term contractual arrangements with Pacific Power & Light
Company. The administrator is presently designated as marketing

‘a,%?nt of excess power from most federal projects by Secretarial Order
W

ich could be withdrawn at any time. Since Bonneville revenues will
be used to secure bonds issued to finance future construction it is.
important that this marketing authority be designated by statute. -
Section 9. This section restates the standards for Bonneville’s whole--
sale power. rates which are provided in existing law,. applies: these-

k]
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standards to the rates for the transmission of non-Federal power, and
adds the requirements to provide revenue sufficient to pay debt service:
on revenue bonds issued. All rates are made subject to the approval.
of the Federal Power Commission.

Section 10. This section allows the administrator to establish uni-
form rates throughout the region or throughout prescribed trans-
mission areas. It also places an obligation to equitably allocate trans-
mission system costs between Federal and non-Federal utilization..

Section 11. This section establishes the Bonneville Power Admin-
istration Fund -which will be the depository of all funds which aré:
received by Bonneville. The administrator is authorized to make:
expenditures from the Fund for any purpose which is necessary under-
this Act, the Bonneville Project Act, or for any legally incurred
expenses. Specific categories of expenditure are outlined to make clear
the extent of this authority. The Fund will also include trust funds
depositéd by non-Federal ageneies to pay the cost of power purchased
or facilities constructed on behalf of such agencies by the adminis-
trator. The variety, size and quantity of trust fund transactions
entered into by the administrator are expected to increase substantially
in the future. ,

Bonneville is subject to the budget and audit provisions of the
Government Corporation Control Act. This would require the admin-
istrator to submit a budget through the Department of the Interioi
to the OMB for review and then to the congressional appropriations:
committees which currently review Bonneville’s appropriation re-
quests. This method would allow for the same kind of review that
BPA appropriations currently undergo. Specific reference is mide to
31 U.S.C. 850 and its relationship to several sections of the Bonneville
Project Act. There is no intent in this section to change the interpre-
tation which Bonneville and the General Accounting Office have made:
of these sections and their relationship to current legal requirements.
upon Bonneville. o

Section 2. This section allows Bonneville to request investment of
surplus funds by the Secretary of the Treasury in direct, general
obligations of, or obligations guaranteed as to both principal and:
interest by the United States. With the approval of the Secretary of
the Treasury he may deposit moneys from the Fund in any Federal
Reserve bank or other United States depository. o

Section 13. The administrator is authorized to issue and sell bonds
to the Secretary of the Treasury to finance construction of the trans-
mission system. The maximum amount outstanding at any -time is
limited to $1.25 billion. S

Debt service on the bonds is payable from Bonneville’s net pro-
ceeds. Net proceeds are the amounts remaining in the Bonneville Fund
after paying Bonneville’s O&M and other related costs. The adminis-
trator is prohibited from making a payment from the net proceeds to-
the Reclamation fund or the m.isceﬁaneous receipts of the Treasury
gnmé he has met such of the currently due debt service on the revenue

onas, - . EE I R

The bonds sold to the Secretary of the Treasury will be in the form,

of the maturities and subject to the terms and conditions prescltibéﬂ%y”

. e
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the Secretary. of the Treasury, taking into account the terms and con-
ditions_ revailing in the market for similar bonds, the useful life of
~ the facilities for which.the bonds are issued, and the financing prac-
tices of the utility industry. The interest rate on the bonds will be de-

termined:by the Secretary of the Treasury so as to provide an interest
rate comparableto that for bonds of a similar quality. :

~ ComprrorLER GENERAL OF THE UNTTED STATES,
Washington, D.C., June 5, 197}.
Hon. Henry M. Jackson,

Chairman, Committee on Interior and Insular Affairs,
U.8. Senate. '

"Dear MR. CeaeMAN : This refers to 8. 3362, 93d Congress, a bill re-
ferred to your Committee which if enacted would be cited as the
“Federal Columbia River Transmission System Act.” A

Beeause one aspect of the bill bears upon the duties of this Office,
we offer, as agreed with your staff, the following suggestions for the
Committee’s consideration. ‘

Section 11 of the bill would establish a “Bonneville Power Admin-
istration Fund” in the Treasury, referred to as the “fund.” Section
11(c), after setting forth certain restrictions on the use of moneys by
the Administrator, Bonneville Power Administration, provides that
the Administrator shall be subject to the provisions of the Government
Corporation Control Act (31 U.S.C. 841 ef seg.) “in the same manner
as they are applied to the wholly owned Government corporations
named in section 101 of such Act (31 U.S.C. 846) * * *” (with ex-
ceptians not here relevant). Section 105 of the Government Corpora-
tion Control Act requires, among other things, that this Office make-
annual audits of the corporations subject to the act, and report thereon
to the Congress. : -

We recommend that, to allow flexibility to the General Accounting
Office in the use of its available manpower resources to the maximum
advantage, the bill be amended by adding the following sentence to
section 11(¢) : ' o N :

“Notwithstanding the provisions of sections 105 and 106 of the
Government Corporation Control Act, the-financial transactions of
the Administrator shall be audited by the Comptroller General at such
times and to such extent as he deems necessary and reports of the
results of each such audit made to the Congress within six and one-
bhalf months following the end of the fiscal year covered by the audit.”

On page 8 at line 17, the reference to “16 U.S.C. 831" should be to
“16 U.S.C. 832 ‘

Sincerely yours,
: Ropxrr F. KELLER,
Deputy Comptroller General
o of the United States.

IX. CHANGES IN EXISTING LAW

. Subsection (4) of rule XXIX of the Standing Rules of the Senate

ires a statement of any changes in existing law made by the

,gﬁ‘-‘iordere& reported. S. 3362 as reported makes no amendment to or
changes in existing laws. o
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT ON
SIGNING OF THE FEDERAL COLUMBIA RIVER
TRANSMISSION SYSTEM ACT

I am pleased to sign into law S. 3362, the Federal
Columbia River Transmission System Act. In an era of
deepening concern over the Nation's energy well-being,
this bill is a solid step forward in meeting our energy
requirements on an orderly, planned basis.

The Congress is to be congratulated for enacting
this important legislation. 1Its passage 1s also a tribute
to the broad-based support this measure received from the
region's electric utilities, business and labor organiza-
tions, and State and local governments.

This partnership has also produced the Pacific
Northwest-Pacific Southwest intertie and the Columbia
River Basin treaty with Canada. These agreements are vital
to a sound interregional power system and serve the over-
riding need for conserving our energy resources, Transfers
of surplus hydropower from the Pacific Northwest to California
have already conserved over 16 million barrels of vital oil
this year. This is an outstanding example of partnership
planning, and demonstrates once again that the Federal
establishment can work in close concert with State and
local government and industry to solve problems at the
regional level.

This bill authorizes the Bonneville Power Administration
to 1ssue revenue bonds and to use the proceeds in carrying
out its mission. Such bonding authority, together with
provisions enabling BPA to utilize 1its revenues, should
eliminate the need for congressional appropriations. The
legislation does provide for continuing congressional
review of the BPA program.

In sum, this new law will assist in the efforts
outlined in my speech to the Congress last week to assure
efficient use of America's preclous energy resources.
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The Zororable Roy L. Ash
Director
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