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CFPa) IT I~ ro 
H.R. 4402 

:~ITY, COUNCIL MEETING 
N~ 1 1 l.984 

City 1\\mager Glaves apprised the Cotu1ci 1 that Legislation has 
been introduced in the U. S. Congress (H.R. 4402 and S 2710) 
which wi 11 rmxwe the preference clause fran the FedP.ral 
Power Act. The Federal Po.ver Act, enacted in 1920, 
authorizes the federal goven-ment to issue licenses, for up 
to 50 years, for the construction and operation of 
hydroelectric projects using federal waters. The law 
provides that state and rrunieipally owned appl icnnts are 
preferred over other applicants in the carpet it ion for such 
licenses, if other relevant public interest factor are equal. 

The public preference pol icy of the Federal J>o..ier Act has 
been reaffi nred by congress nnre thnn 30 t imcs since its 
enactment in 1920, despite th(> continuous opposition by the 
private utility Industry. 

The current effort to nn-end the Fedcra I POo\'er Act is fueled 
by huge mntDlts o{ nnney fran the private uti 1 it ies. The 
m.micipally owned utI 1 it ies throughout the state of 
California, recognizing di ffieulty of cotmterncting this well 
financed carrpnign and of the need to get the m.micipals side 
of the issue before the public, have banded together with a 
plan to hire a public relations finn to aid in the 
infonmtion carrpaign. In allocating the costs of the effort, 
the City of Loc.ti share will be $6,578.00. 

If the rru 1 t I -mi 11 ion do liar CIJI'l1)8l gn undertaken by the 
private utilities is successful, the financial irrpact on the 
citizens of the City of LocH can be quite substant tal in 
future years. Olr efforts today to protect these long 
established rights of our citizens is worthy of City Counci 1 
consideration. 

Foll<Ming discussion, on nut ion of Cotu1ci I f\Brber Reid, 
Hlnchnan second, Cotu1ci ·1 approved a Special Allocation in the 
'lfrount of $6,578.00 to join the mmtcipally owned uttlitl~s 
thz-oughout the State of Cali fomia to hire a public relations 
finn to aid in an in format ion carrpa ign in opposi tlon to H. R 
4402. • 

~~~·~--~--~--------------------

,'<· . :· ,· .. 

. '·~·:~~~?-':>.·· ~-.'.;.·; :;o',:•!!,~X,;;·,;•~·"·;. 

1 



\ 

OUNCIL COl\ll\IUNICATI£N 

TO THE CITY COUNCIL DATE 

FROM THE CITY MANAGER'S OFFICI ~lovmi>er 2. 1984 

SUBJECT PRF.SJ:NfATI(]\1 HE OP~ITICN TI) II. H. 4402 

Legislation hns been intt'o<hJc~l in the L S. Co11~rress (H.R. 4402 and S 
2il0) which wi II r·csTnve the preference elnuse frrrn the Fcdernl Power 
Aet. TI1e Federnl Po.vcr Act. enncte<l in 1920, authorizes the federnl 
~nvernnPnt to issue licensE~s. for up to 50 yenrs. for the construction 
and O[X!ration of ilyclrot>IP<'tric J>r'oiP<'ts using federal waters. The law 
providE•s ttutt state and nu'licipallv IM11ed nppl icnnts are preferred 
over· other 11ppl i<'nnts in the c<rlt~t i 1 ion for sueh I icenses, if other 
~leviUlt pulJI ic interest factor· arP equHI. 

'The puhl tc prt>ferenef• pol icy of thP h•deral Po\ver Act hus been 
renrfim._~d hy congress mor·e thttn :w tirn~s sirwt> its ennctment il'l 1920, 
despite the continuous opposition hv t lw pr·i vat P uti I i ty industry. 

The curr·en t effort to nrnend t hP h~de r·n I I'<:M'P r· Act is fue I ed bv hu~ 
EfllllDlts of rmney frcrn the privnte utilities. 'Il1e rnn1icipal1y. owned 
u t i 1 i t i e s t h roughou t t he s t a If~ o f Ca I i f o rn i a , reeogn i z i ng d if fi cu 1 t y 
of cowtterRct ing thb. well finaneed canlmiKJl and of th~ need to get 
the rnm i c i pnl s s i dt• of t lw i sstw ht> f orf' the pub: i <~, have banded 
together with n plan to hi n• a puhl i< rPlat ions fi m1 to aid in the 
informttion eartl>nign. In al)c)('nting tht• costs of the effort, the City 
of l.o<li sharf• wi I 1 l~ $6,!178.00. 

If the nulti-million dollar <'ltJTl)Hign w1dertnken by the private 
litilities is successful. the finnm.:i11l inpact on the citizens of the 
City of Lodi can be quite substilllt iul in future yenrs. Olr efforts 
todny to protect these long establ ishcd

7
. rights of our citizens is 

worthy of City \.otm<'il considet·ntion. . 
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-·, dec1s10A. so public prc:lercncc would not ap
ply in the r~licensing of thC$C proJects. 

The Public Preference ln Hydro Relicensing 

20 Questions 
Answered 

mtro« 's HOn: A /W«<11 of lflltlotwll •I~ 
trlc JKIW" po&y--llw rlfltt of COIUIUNr

~ ft«ttk syMMII 10 COiftiWI# ltlitlt hwa-
1~ IIIIUtln ~ IU:wun to op.rou 
lt~rk f«illli«< tW apiri,_u ,_ 
*r dw'p tilt«" Ill ~ tUtll tlw Fftkrol 
EJWrD R•plot<Ny Commi.ul011. TM 10 
qt~Utlolu tMt/ fMIWftn bt#aw pnMIIIIN CGH 

/<1' llttll11ttlllfillt COMp#tl tklll Ill l'l'lkf'luiltJ of 
le~«tn~ proj«fJ. 

~doc WMI il ...C tty die "',.wlc 
pn(.-ce~ 
P\lblic prcletenee is a term which describes 
a~ federal policy that .. prefers" 
public contrOl and IIIC of public raourccs. 
such 11 riven and streams. for ,eneration of 
electricity. The policy (avou puhlicly 
owned, nonprofit ~lectric •Jtilitics over 
profit·makina. investor--owned utilities 
('"tous") in the usc of these resources. The 
policy hll been inc:ludcd in more than 30 
statutes Pill t.ck as (ar as 1906. 

~ How ..... ,... ,...C...ce wort .... 
c.-. ., .. , ..... k projects! 
Th: Fcdcnl Power Act. puacd by Conaresa 
in 1920. authorized the Fedenl Power Com
million (now the Federal Ener8)' Rqula· 
tory Commiltion) to issue liccnsca for up to 
SO yean for conalruc:tion and operation of 
hydroclec:tric: projects usina federal waters. 
Durina consideration of the act Congress 

.lO P\laLJC rowu Marct.-Apnl 1984 

cr~y rejec:tc:d the propolition that li
cm~e~ to 111e this public raouroe ahcuJd be 
perpetual Tbc law prcMdea that. wben a 
publicly owned utility and an IOU oompdC 
for a licenlc. and wben their lic:cmc apptia.-

'Rep. Shelby's bill (lLR. <U1n) woald 
eliminah coaapeddoa Ia reJkead .... 

tiona ue equally JOOd. the publicly owned 
:.atility is to be preferred ~ the IOU wben 
the licente is issued. 

In other words. the prcfercnc::e only c:omcs 
into play as a '"tie-breaker." The Federal 
EnerJY Regulatory Commission (fliiC), in 
the 1980 Bountiful cue. interpreted the law 
as providina a similar public preference 
when such pro;ects :are re!icensed upon the 
expiration of the oriJinal lic:nte. The II th 
<.:in::uit C oun of Appeals. in 1982. aarced. 
aoo the Supreme Coun refused to review 
the QI.K. 

Q: WJ.c is dw CWTUIC COMrCMf'l, CMr tiM 
pablk ,m~ aJI abcM! 
Hydroelectric project liceiUC$ be~t~n exptr· 
ina 1n 1970. The 101.:s would like Congress 
to chiangc: the Ia"'. rc:venma the Bountiful 

Recently, this legal issue became much 
murkier. Boumiful was the l"irst case raising 
the issue o( preference in rclicensing. All 
panics. includin& the publicly owned utili
tics and IOUS. qRcd tO ~ that iBuc. 
E\'Cft the IOUS thougbt it WU settled after all 
of their ~&ppcaJI were C1hataatcd. However. 
in a recent cue imolvina the Merwin Darn 
on the Lewis River in Wuhimaton. the ~ 
mission refuted 10 follow its decision in tbc 
Bowttiful cue and. in fact. cxpreuly over
ruled llotutli/111. 

The publicly owned utilities have ap
pealed this decision. And the IOUS - ap
parcnt)y worried that this appeal will be 
suc:ccaful - are sccltina lc:plation which 
would eliminate. once and row aU. the prefer
ence in relicensin&- Instead. the IOUS want 
eonar- in effect 10 parantec them a per
petual liocnlc for uc ol theM public re
IOUJ'"Ca. a po&ition Conare- cxpresaly re
jected in 1920. 

~ ... ...,..._..._ ... a .. c:M1 
Yes. On Nov. 16. 1913, Conaraaman Rkh
ard C. Sbelby ol Alabe.JM introduced a bill 
(H.R. 4402) that woWd amend tbe Fodera~ 
Power Act to eliminate public prd'crcncc in 
rclicensina. In fact. the bill aoa much fur
ther. It prorides that the new liceale siuJ/1 
liUiontlllkelly 1¥ WWtl tO the c:unent Ji. 
CCftiC holder uNUI the projoct will not meet 
federal sundards in MCb area& u flood COfto 

troland n~~viplional benefit&. Moat utiJitie& 
can cuily satilfy tbae staftCiards. thua SW. 
by·a biD wotdd ftl,._,# ~lloll m
tlnly. The bill would prochade publicly 
owned utilities from ~ plans that 
would better \lJC public: water reiOW'QCL 

Q: W1ry ... c....-. ........... ,.wk 
,..., ............ ftnt ,-c.? 
Prcfcrcncc was included in l!ae act for many 
rcuons. Coosrcsa wu OOIICCtned about me> 
nopuly control in the utiJity induatty, and 
wanted to provide opportunities for local 
communities 10 establish tbcir own utility 
systems as an alternative. Conaress was allo 
concerned about private monopoly control 
of a public resource. Finally, Concress felt 
public I'C$0UtcCS should be IUCd directly by 
the public, without passina lhrouch the toll· 
pte of a prolit-maltina utility. 

Thc:sc policies apply with cquaJ rorcc to
day. In fact. Coit,resa bas repeatedly in
cluded the preference principle in Olbcr stat· 
uta involvin& elecuic power. inc:ludina the 
Tennessee Valley Authority Act o( 1933, 
the Rural Electrification Administration 
Aa of 1936, the Reclamation Aa of 1939, 
the Flood Control Act of 19-44, the Rivers 
and Harbors Act of 1945 and the nood Con
trol Act of 1962 . 

I 



» 
II 

~···. 

.......... 

98TH r~soRt!ss H n 4-402 l~tT:'\UIIION ~ • &'-• 

IS THE HOUSE OF REPRESENTATIVES 

Sovueau 16. 191\3 

Mr SMn.at tlor ~w~-u. Yr PUMAUIO, Mr Co&L.HO. w~ YooaHIAD . .,, 

Ba•tu.. Mr. EDWUM ol Alakaa. Mr. DowDY ol Miuiaippt. Mr SNUM· 

w"'· Yr Cua. Yn. Boxaa. Y·r Boeco. Mr H .. wxn•s. M~ Lan~tu. 
Mf P"""""· Mr JUanurn. Mr CHArt'll. Mr Dawan ol C&liMmoa. 
Mr DJ~;o,., Wn VucAifOYICM. Yr 8oNaoa ol Miritipa. Mr. Naauo,. ol 

U\d. Mr. FuPro. Yr Fuao. Mr !..Wla ol Calilomia. Mr. lon.u.. Mr. 
c ...... ~ Mr. o ....... Mr DYMAU.I. Mr. a ......... Mr. !aHaiCM, Mr. 
Lll•tllll ol Calilonlie, Mr. LIIMMA!t o1 Caliloni&. Mr Lon. Mr. W diUII, 

Wr PATTIUOM, Mr. Auoru. ib. I..AOONAIIIIOO. Mr. baD, Mr. 
BauAII. Mr. B.uHA~~. Mr """-*· Mr. ToaUI, Mr. Low1111 ol 
C...._ Mr. TLuua. :~ Mr. T11011.a ol ~ illlrMooeeil ..._ W. 
....-. wt wtlidl - ~ aa ..._c ....... • z-., ... c••••I'N 

A BILL 
To ameocllhe Federal Power Act &o proflcle for more~ 

10 electric CODIWDen. 

s. il fJttiCUJ by IA4 s~. GM HOVN of ~-

2 tiou of IA4 Uwil«l SIGla of A INrico i" C~ ~ 

S Thal &bit Act may be cited u the "EJec:trie Conaumen ri-o-
' ~ tectioD Act ol 1983 ... 

.. ; 

Til# ~~ton lhk of 0 ... ,., •- Rklwrtl C. Slwlby'1 (~AI&} H.lt4401 ...a. u IOWIIII Uu • ~ 
- J'Of«<klll WI. ,.__, 111 ,_,., -st1 forlJU ~tklll.{ol e:q4rlltf lt,Mo lkwl-
• ,__,to I.,..__,., w *crNM ~ llf/lwrww- ttl«<rk rtllft. 

Q;W., ... C•e_....._. ... ,_.,. 
..... :e .............. , 
Plabtic pNicrence pii<NIW bea.lthy compo
titioa bccweca publidy owned utiJitiea ud 
IOUL Tbe lOUI are. Gl the whole. much 
latpr ... their MlllpiQiit COUierpartL But 
pabticly owned lltilitiea ..... llways fWocl 
aa _.w .-d. Healthy IOepOiit utilitia 
provide a Myardatick" by wbicb pcrfor· 
INIJK:C and rates ol private. monopolistic 
tOtJS can be mouured. 

Competition betweca public:ly owned util
itiea and IOUI tends &o imp'oN ..me. aad 
reduce rata for aU utility c:ustomcn.. Prctcr
enc:c abo CGbancu tbe ability olloc:al cocn-. 
munitia 10 haw 101nc control aad iDclepco
dalcc in dcctric: scrvic:c.. Prctercace oaabiel 
direct. dcmca-atic c:ootrol ol public ,.. 
IOUtec:a. Preference also allows publicly 
owned ruourcea to be UM:d directly ror pub
lic benefit without privat~ profit and thua 
maximiza the return to the public from the 

L ... 

usc of pubilc resources Thas ba~1c reason for 
enactment of the public preference remaans 
vahd today. 

Moreover. Congress should t"lelain public 
preference because it represents a bargain 
struck between Congn:ss and tbc 10\JS back 
in 1920. Over the S().year term of a liccme. 
an IOU receives a hanaaomc return on its 
investment in the rent-free public water re
source. The IOUS recosnizcd itn 1920 that 
they would have to compete apiMt publicly 
owned utilities upon expiratiora o( their li
censes. with a tic going to the nonprofit utiJ. 
sty 'low the tous are trymg to change the 
rules. 

Q: How do yw know it. IOUS always tx• 

pected dliat dae ,.wk pll'tlfitlliCe ...w apply 
.. ,.... .... ! 
The IOUS thcmlelvcs stated that public: pref· 
erencc would apply in retic:cnsina. Here. for 
instance. is what John Britton. the vic:e ~ 
dent and acneraJ manaacr ol the hcifse Gas 
cl EJcc:tric Co.. said in 1911. dwina a bear
ina on the Federal Power Act: 

-· think that at the (end ot the lic:eme 
period). ~yean from now. we -m rand that 
the pcmmcnt will be vet"/ aJad to tab itCMf' 
for the purpo~e ol tumina it ewer to almlllici
p.Jity ... I do befic\oe that malt ol tJ.o 
piiUiu erected aDder .... ~ wbcn 
tbcy are applicable 10 a powiaa OOIIUDUDity. 
wiD brl takea or« by aauidpelitt. aad opel'-: 
ated by them aad DOt.., tbe ....._"' · · 

Q.Ma,._ ..................... .... 
~~ ...... ..._ .. 
IDUianWa-.._.....,~...._ 

n... .................... ...... ................................... 
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.... ., ... 1001? '' 
. That.!- the 10\1!,'_~-~~~ .; . 

daim becaiiiC tUy ... larpr. they alaJd ~ ' 
.... the cheap elec:tric power .... t.beir .... . ll 
pmcnt .. apinlt tbe-- ... peoepca. . : ' 
ol 0111 nation•a potic:y ol elec:'.ricity ......,. 
JnCrlt - namely. tbat a pturaliltic:. ciMrM 
mi1harc ol publicly. pmatdy ud ~ 
tMfy owned electric: lltilit* prcMda yud-
sticb and competition llal keep ,. .. ia liae 
and ICn'ice atid'aaory. 

1M IOUI &N indeed biger. lftd tettiq 
biacr aU the time: ia 1920 (whca tbo Fed
eral Power Act wu .,....cl) theN ... 
4.000 auua. but today dlcre ana only about 
200. Carried &o ita Jop::a1 Clttteme, the IOUI• 

arpmcnl WCMid •acst ~ failwt way ol 
distributina bendita ol "~ power 
is with Mr ... tioMI. priYaccJy owned~ 
tric lltility. The raWt woaJd be the lea ol 

· the c:cmpctidw mbtnn ol •tilitiea In thia 
country. 

The relic:enlina preference. it is important 
to n:mcmber. is simply one o1 many prefer· 
encc provi~iont for public: utilitiea in market· 

}I I'UILIC I'OWU Ma~II-April IM4 



ing and distribution of electricity The -big· 
Jer is better"' ai'Jumcnt would requ1re elimi
nation of all of these preference provisions. 
includina that for elcc:tricity marketina. The 
result: the end ol public: power u a cost· 
effective. c:onsurnet'()rientul competitor. 

Q: n.t .... oby • tlw ab6tnct. Buc 
- .... an IOU ,. ...... 10 riM if dw 
~.....S~aettt.rirway! . 
Fint the publicly owned utility P.pplicant 
muat demonstrate that its plans for the new 
license are at least u good as the plans of 
the original licensee. Only then will prefer· 
encc apply and the license be issued to the 
publicly owned utility. When that occun. 
the: question o( rate impact will vary from 
project to project and utility to utility. 

'IOUS daim beau.w tMy are ~area' 
tt.y should bate tbe cheap tlectric 
power.• 

There are no st*Jdiea w~b demo.~tc 
reliably that the tranll'er ola 1ioen1c from an 
IOU to a publicly owoed utility would have 
aay Rpilian& impac:t on the rates ol the 
priYale llti!itir.s' QIIUlmen. Moreower. bo
cawe - at the IOUI tlw:micJw:a cmpbuizc 
- they an ., !alp. tho clfca on rata per 
aa1 xacr ol the tra!lller ola project it likely 
10 be atremely small And whalc'f'Cr tha 
~ miPt be. they 1WOUJd be ialipifi. 
cut~ to tta. ~ bnpcU ol 
other fKton such .. inl1ation. f\ld CCitS. 
demaad for ~ty IDd pnadeac utility 

· ~ No rate increue wf-.atJOc:Yet 
would be ~ it the IOUI reduocd their 

... rata ol r&tUtA 011 ~ ....,.. .• w.b.ic:h an: 
IIOW at atnontinaraly bi&h lc\oeJs - by 

. ..,. the sliablell amounts. 

~ a.t ._'t IOUI liMe le .,... I lot ol _,,. ...................... ... 
., ., ... tric ~? 
No. AltJigqb this ill oae ol !he IOUI' favor
ice arpaneau. it ill at odds with the facta. 
Molt publicly \JWDed utilitiea DOW compct· 
.. for ... ~ t'or aiadna projecu do 
aot baYC s.atraciottt pneratiaa "peaty 
themlel,. ud. 11 a reiUJt. baw to pu.rcbuc 
a ~..W. anlOUftt ol wboicNJe power 

. fJWD IOUI. U the ~ 11'0 ttamf'ared. 
U., will t.y _,_ power frcm the IOU&. or 
.,... at rJ1. If they ead gp ba.U. more 
..,...., tJirq the) ICN&lly need. theft tbey 
caa ..U it b.dt to the IOUI Oft I wbola&Je 
.._ n.aoua'IIJUII*Il im.,U. tJtat. once 
tba Ia.. tor the projecta .,.. tranlfemd. 
...,.tina power IOCnCbow disappean or 
napontea. Tbat. of coune. il not the cue. 

~ Tbt owner may chanae. but the level of 
clcc:tric:ity produc:tion will remain the same. 

Moreover. because IOUs now have much 
unused capactty. 105! of hydroelectric ca· 
pacity would not affect them for many 
years. Las• ~. N percent of the IGUs' 
genera tina capacity was never used. even on 
the hottest :>r coldest cby of the year. A 
utjlity needs some reserve margin. but 39 
percent is far more t~an n«CS.Sary. It would 
be many years berOI'C mon 10us would have 
to pay for new power plants to replace 
projects which may be transferred to pub
licly owned utilities. 

Q: Is if ~ as dw IOl.'S dabn. tt.t rheiN 
projects •~ e~eacial lor maintainina their 
lntecnted. COOC'diaaetd system of electricity 
prochlcdoll. 
No. It is not at all unusual tor mon: than one 
utility to own and operate power plants on 
th.: same river. f<Jr example. sev:n power 
plants on the mid-Columbia River are owned 
by four different utilities. In ~dditior ... ,. dis
ruption oftcmcc could result from i...:.ensc 
transfer - which it mc&t likely would not 
- the nac is prohibited by law fmm 
translenina the projca.'s ownership. 

This iauc was railed by Paciftc: Power .t 
LJcht Co.. (PPal) in the flnt competitive 
rdiccnsiftl proc:eedina to come t.d'cre the 
c:ommislic!L PPAL and rhe mwUdp&l app6-
""'- the Clark/Cowlitz Joint Operatiq 
AFrq. bed both applied ror • JleW lic:ame 
to operate Merwin Dun on the Lewis Rhoet 
in Wnbinp:lca. 

PPLL 'ftl t.be Of'isiDaJ licenlec for tbe 
~-~erwin project and bdd licenles to two 
otJr. p-rojccu on t.be Lcwit Riw:r. PF A:L It

peel it must rec:eiw the new liccnlc for 
Mcrwia iA ordct to CIIIW'C intqratcd and 
coordinated operation ol aU projecu. "fbc 

'The IOl s' argument implies t!lat. 
on« the lk:enses for the projects are 
transferred. ceneradae power 
somehow disappears or napwates. • 

that a publicly owned utility could suc:ceed 
in obtaining a new li~nsc for an cxistina 
ptOJCCt licensed to an IOU would be very 
slim. It simply would not pay for nonprofit 
uulities - molt o( which are small and do 
not have the sort o( cash available to the 
lOll¥ - to spend the IMIIC)' to compete for 
these li<:cnscs. Of course. if Conaraaman 
Shelby's bill were enacted. public:ly-owned 
utilitd:s would be prt.clud.:d from oompctina 
for thc:sc licenses. 

Q. Is It baportuc dlat we_.. ....... 
ldy .._, .aildel ... .W. .. c_,.t 
Yes. Without companion ror thele projec:tp. 
tlll dec:tricity oonawncn - thaN Mned 
by both IOUI and pablidy owned .at.ilit* 
- would lole.. Competition for aew U. 

OCIIICI in aad o/ itldf il YCrJ boaltJiy. 
For aampM. when Pac:illc Gu it EJec. 

tric: Co. ubd the nac f'or a now~ tor 
the Rock Creck-Cresta Project 011 tile 
Feath.-.r Rhoet ia CaJb4raia. it told tlae c:a. 
misaion there .... ao t.il. ror .,...., • ..., 
money to in1prove tbe projoct. La-. I CCIIIIt
pebftl application wa filed D)' tbe S.C.. 
menta Municip.J Utility Dillrict {INUD) 
and IC\'Cfl.l other c.Jilonia ~ 
SNUD studied the projllct and datemw.d 
lhc project's aencration coWd be lipif,. 

·~t atilitiel ,.,. local IIHiel tues wWda. 1&'. 1982, II!IG utd to U 
peraM of poll RYtll.et IDOn ,:ba tbe 6.J perc.t IOUI ,.W.' 

rue administrative law judp strGO'IIy ob
~ to PPu·s "veiled thn:ats ol nonco
operation and nonc:oocdinatioft." .. Raia
tMcc eo coontinated operatioN" with the 
pt'btidy owned applicant '"mal doom the 
cbaacea ol CYa' aclUcvin& • tOmCWbat Ol)o 

ordiuted operation of the lewis River 
Projoc;t. .. Suc:h a fQUJt. the admini:.Arativoe 
law Ptd11 concluded. \WOWd undcnn.ine the 
'*" purpoiCS ol Ca i&raa in pallina the 
192() ad.. 

Q: lfdllen wen IMIC a ,.wk prtfenoc:e ,..... 
..... would die puWidy owW lldlldee .. 
CGI ' .... for I .... 1k-tnNe! 
No. Withour public preference. the chanca 

cutJy inc:reuod without eclwnl ..mro. 
mca&a.l impacts. PO.tl tbaa lOOt uotber 
look at the projec:t. lu CQQCI•I:.: to tile u 
"amended" Hcec. applicadoa iDolwponJt
ina many ol iMuo'a propalL 

Elimiaatioa ol pab'k 9Nferaoe wouJd 
mM.b wch oompcdlioa I&AIDr*y cw. ander 
~ Sbelby'a bill. noaa~t. 

Q. W•1 eM lrMitw ol.....-....... .. 
... olio.... .. ......... dllea .. 
......................... f •. 
Thil is &notbcr pet upamalt of the lOlii, 
but it. too. doca not wash. IOUI pay very 
little JnOnc) in :ocaJ and state tau. - only 
6.1 perunt oltheir erou I"C\'ff'.UCS in 1982. 

'' . ~ 
~ r 
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!'-.onprof11 tJI1ItttC'. ,mthe 1lther h;tnd. "'h1le 

te.:hm..:alh ta'<'empt. f'U\ ··,n heu · tJ''"' 
""htdl. '" I ~K: . .tmounted t<l tl ~ pt'r.:ent ,,, 

gru..\ re-venues -- mtlre than the '"' ~ A~ 
Mw owncn of the proJe<:l~. IU~:al pubhcl~ 

owned uul-tllo wtll -."'nttnue maktn!l \u.:h 

p3\·menu 

Q: Wbat ~(f~d ,.iU I cba~ of o•ncnhip 
ha" Oft 1M ft"ironnwftl ~ 
There .;ert.;unh w1ll nof be ;,nv ad•·e"'t' cf. 
fe..:t The r-rn,e.:l!l. wtll d>nltnw:~ Ill lun~o·t1on 

;s, the\ ha"e '"the pa•t "''th the ... ,me .:J· 

pa..:n' The''"'' ..:han!le wtll be .n the ''"'ncr· 
\htp oJI the~ iJ~·tlntC' 

But the proc~ ..,( .-nmpctlltlln i11r the~ 

projeCts·~·~ have .I bcneft.:lal errc.:t 110 the 
cnvtronmcnt F<>r cumple. "'her. Santa 
Clara. C.tl . 1n l ~7Q filed a ""'fllpcttng apph· 
.:at1011 fnr a pn.>JCCI operated b~ Pf;.u. 11 

'h t5 not ar aU unusual for mor~ rhan 
OM utility to own and opence plants 
on llw UIM riYft'.' 

propcliCd to replace wetlands lolt when the 
projeCt was 1Ntaally oonstntc:tcd. rGA E tbc:n 
amcftdcd 1U licente appbcation to ~neludc a 
samilar improvcmenL In addiuon. PGA E -
ahcr years d wranclin& with tbc uJifomaa 
Department o( FWI and Game - finally 
~:creed to 1mplemcnt a fasb study oo the 
river. Without competition. thole environ
mental tmprovemcnu might never have 

been proposed. 
And. we should note. publicly owned utilt

tics bavc proven tbemtdva to be leadina 
advocates for environmental protection 
.among the nation's utllitics. One recent cx
.unpic 1nvolvcs tbc contro¥eny over how to 
deal with the problem ol acid rain. In Au
gust 1981 the Amenan Public Power~ 
ciation recommended an emissions taJt oo all 
foail-(ud toUI'CCS to ranano: cmis&ion reduc
tion. Tbe aous continue to oppcK effons to 

EdUolt E.ltctnc /111tltt1ll. tnwk 1&14«'i41tiM of 
1/w pnw1U ~ ~6 wllf<'ll Nd to 
drtry ptlb/1<' ~ l:f61r.ftl tJw n,N to rom
/'#' p upll'tllf ltywlt"fWW«<N lkrtun. Sll'f6 
··-npt~/11.,, . ..., of tlw _, ~ lftQ)' 

- ~ ~pdllbl, .... ,. ,,., llfWSIOI'"-rwti 111111-

,,. MNIIII ooJw, pi'O}KU M IM .JGmf' nwr ·• 
Itt/«~. ~. ,. .. lrtpl, _,lt;p llltll itt1,.. 
frOIH optrOIIolt of lt,,ro fi'Y'J«U M tlw •
rtwr 1.1 - .. -..1141. Fl/1~ d~tttU M '"' Co
/u,.bt~t Rtwr (Jttl/ 111 tnbt.t~tnn /tQW I J .,...,. 
uJ-/iW ,,.,.,sr~ wtllilln. tlt'ff publu· 
ulllltv Jollrt•'fJ. two "''"'· 1..-o t 'S f,.J,al 
.,,,...,, .,~~o~ ., Caltlldlott P'V"f"" 
.,.,. , ·,..,.,,.,, -.~w ,..,.,.,. ~ ..... H,., .... 

_.,llnOJI .1~·1\J Llln rh,· pn>-<n\';n>nmental 
\{Jn~·c til the 'l.llh'll·, pubild\ 1>wn~d Ullh· 

ttcs " ... n.,ther re.tM>n 111 c:n~ure the c\"tcn,:e 
,,, 'trong, health~. puthd~ vwncd .:um~tl· 
tlln of the tou. 

Q. <"en rublid:w o .. lk'il uttlttt~ run tiM 
proj«L\ t>fficifttll~ ~ 
The: re\.·nrd 'pcalu. fnr Itself ruohd~ ,,~ned 
ullhlles dehvcr power to thctr ..:ustumcl"i at 
a-vcrajlc .. -... ... u \l!lntf1-.antl\ l,,..,ef than th<.IIC 

..:h.tq:ed h\ '"' \ .1nd hJ''~ <l<lr.C "'lor man~ 
\C.tr' l'hc't" -.I'IIIJl' t1l the \olii\UI!ler .HC 

.lttnbul.lblc Ill par1 tuthC ab'>cn,·c t>l .1 profit 
fa.-t•H •n the rubii..:J\ ll""ned uttiltl('\. 

_-hMgc~> Rut the' .trc .tll.o allnhutOtblc "'the 
fa-:1. J,~t:umcnted by fcdcr:tl go\'crnment rc· 
pnrt~ for Inc p;ut 3 ~ yc:af'\. that the umt 
eo~u of pubhc power managenal elpcnso 
-- .ndud.ng admm1slf:tlton. accounung, 

•••llc.-tu•n . .-u,t<Jmer -crvt..:c .tnd ";lie~ c,. 
pen'"' - .trc much bel,,~ t hn•c ,,, 1111 ~ 
t '"t' ,,, pwdu..:hon .tnd d1Mnbut1•1n vi dec· 
:rt.:th .11'10 arc lower pe-r II. Wh for pubh..:l) 
owned \)',teml> than for pnvale uttltt1~. 

Q. Due arm'l ttw rot·s mor~ ,·x~f'd 
than publkl, owntd utilities! 
·\b~••lutcl\' not Pu!Jitcly ll""ned ulthttes 
ha-ve a lontt traditiOn of scrvmg tile public 
cffi~o·•entl~; \fan, nf them started buitncss 
bcf1•rc 1he pn•atc ,·umpante.\ Sanl~ Clara . 

''" cumrtlc. ha~ ·•pcratcd ullhllc!> \IRCC 
I 1('-)f> I ~ vt'an kmjler than r1; A f. tt~ pnv:uc 
fi\JI f,,, •li1C prn1e..:t 10 l·ahfor.ma 

Q: Uo""' do )OU l'ftpond to rtw tot •s' claim 
thai it ,.oulcf IIC' unfair to tnn.dC'I' the lktnMS 
eltC'I' tlw} ha•~ ~rloptd theH fecilitia and 
run tlwm wcceafull) fM 10 many years! 

- _I 



Publicly owned ~Allliues which rea~>.: new 
liceniC$ fOI' these projects are requtred to 
compensate the IOUS;. The Federal Power 
Act requires .,-yment o( the net investment 
in the project and any te¥eranOe damaJa. 

It lhould &W be remembered that the 
10ua haft made subatutiaJ profits olflbac 
projects for SU yean. Preference mcrdy en
sures publicly owned utilities have a cbanoe 
10 operate tbae projecu - without malr.· 
'"' a prolit orr o( ll:cm. 

Q: w..w lilr ........... doa .. c .. 
u-~ dw tnt~ ol 00111p rn ·doll! 
YCL ConJI'CIII1W' Shelby's bill would ~ 
quire the new liccn::ee to p1y the ori&)nal 
lteen~CC .. just oompcnsabon," which would. 
in effect. ccnstitutc c;urrent market V.:uc. 
As a II'Slllt. an 100 wbolc proJect lic::cnle il 
transferred would likely receive a huac 
profit on the project tudf, in addition 10 

profits made O¥Cr the yean tiu .JU&h the 
rent-free I&SC ol a public n:M'Urcc.. 

Q: I .. sdl roe_..,_.. pmeract ila't 
a Wt .._,_.... It It recJr fair 111> tab a 
project away rr.- a. lldlky ... p It to 
8110d1er! 
At:.olutdy. ls it unfair for a landlord to 
~fi&SC to ru:w a leuc? A fcdcraJ lic::en5c to. 

use a public resource 1s nothmg more tha•• .t 

leue. There was never any guarantee that 
th.: leue would be renewed. The oo&)nal 
lic;cnsccs undcntood that in all probability 
their leases would not be renewed. 

In addition. the aous have had the profit· 
:nakina I&SC of these public resources for 50 
yean or more. They ltnew public rmfercnoe 
would apply to relicensina. There is nothin& 
unfair a~t givina the nonvrofit. publicly 
owned ~tilitica a pref:rencc in obtainina 
new licente$. 

Moreover. 1ous are ooat-plus monopolies. 
They are guaranteed. if t.bcy operate efft
ciently. a profit on tbar imestmcnts.. Even if 
production CXllts incrcax.. L'leir profit mar
pn probably would not be affected. 

And althoush priyate utilities claim it il 
.. unfair'" for the federal government to UIISl 

publicly owned utilities throup a pn:fer
cnoe. they do not mention the direct and 
indirect financial assistance they rca:iv-:. 
for instance., IOUS pey very littJe in federal 
taxes. "The reason: an c.\traordinary anay o( 

tu hrclks. including c:ap\taJ investment w 
credits. deferral of talles (or accelerated 
d~tioa on capital investments. the 
ability to 3auc pollution control bonds Cll· 

empt r rom inoomc: wcs and the riJht to scU 
stock throup a divldcnd reinvestment pro-

Marshall Lancaster 
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ol 
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gr;•m whereby investors do not pay taxes on 
moon.· ~e tous pay no taXe& at all. and 
accumulate tax credits. despite prolit•mak
ing. beause o( tax provtsions. 

"That is not all. 10\JS receive otl'let benefits 
such u riahtHI'-way to construct and oper
ate their systems ac:rou federal lands and 
authority to condemn private prooperty. 

Conaresa hu been eminently acnerous tQ. 

pro(it--makina 1ous. Preference in rol~ 
ina is simpiy one way of makina it pouiblc 
for smaller. consumer-owned. noaprofit util
itK:s to compete against the much 1araer 
IOUL There is nothing the 1eut bit .. unfair" 
about public preference. • 
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