List of Liquidity Tools Available to BPA

Bond Reserve Fund Free-ups

BPA has third party financing arrangements with publicly owned utilities where bonds have been issued by these utilities and BPA has committed to payment of the debt service on those bonds.  These bonds have reserve funds associated with them that could be freed up and generate current cash in return for surety fees and longer-term interest and principal payments.  The estimated value of these bond reserve free-ups is $23 million.  Negotiations would have to occur with the parties involved to accomplish this.  BPA would need to secure insurance to replace bond fund reserves.

Financing Fuel Costs /Long-term assets

Currently, nuclear fuel for the Columbia generating station is expensed at a cost of about $30 million per year.  The life of a fuel burn at the plant is about six years.  The cost of a refueling is $90 million.  Financing the cost of fuel over the six- year burn period would save $12 million per year assuming a 5% borrowing rate.

Treasury Repayment Flexibility

BPA could negotiate with the Treasury to establish repayment flexibility over the rate period.   BPA could work with the Treasury to establish that BPA’s scheduled repayment plan is a rate period commitment as opposed to a year-to-year commitment.  While flexibility in making payments over the rate period would be allowed, BPA would make the Treasury whole by the end of the rate period.

Use of $250m Treasury Note

BPA has an MOU with the Treasury that allows it to borrow up to $250 million for up to a two-year period.  BPA has used, and could use this note to cover its liquidity needs.   BPA is currently discussing with Treasury the terms and conditions of such a use of the note.

Bringing Interest Savings Forward from Debt Optimization Program 

BPA could explore the capability of bringing the interest expense savings from already completed ENW DOP that accrue between now and 2018 into the current rate period.  These interest savings average about between $4 and 5 million per year though 2018.  The net present value of these savings is approximately $40 million at a 6% discount rate.

Limited Use of ENW Debt Extension Proceeds -- $315 in 2003

Consistent with Steve Wright’s letter to the ENW board of December 11, 2000, BPA could deviate from the debt optimization program “under dire financial circumstances.”  It is estimated that the DOP will generate $315 million in FY 2003.

$170m Bond Roll Over (1)

BPA has $170 million in short term debt that needs to be repaid in 2003.  BPA could repay these obligations by issuing long-term debt to cover these payments. 

$170m Bond Roll over (2)

BPA has $170 million in short term debt that needs to be repaid in 2003.  . In combination with the ENW DOP proceeds, on 9/30/2003 Treasury receives its scheduled Treasury payment plus an advance amortization payment from the DOP.  This additional payment will free up borrowing authority for future borrowings. On 10/1/2003 BPA borrows $170 million over the remaining life of the now unencumbered assets. 

Voluntary prepayment of customer bills

BPA’s customer could provide BPA liquidity by prepaying their bills for October in September.  This would provide BPA with the cash it needs to make its Treasury payments by fiscal year end.

Customer Commitments 
BPA’s customers would commit to paying any shortfall at fiscal year end in order to help BPA meet its repayment obligations.  This could take the form of letters of credit from customers with the conditions stated therein as to when it could be used

Refinance Appropriations

As a result of the BPA Appropriations Refinancing Act of 1996, BPA refinanced its appropriations at an average interest rate of 6.3%.  While this was an attractive interest rate at the time, interest rates are now substantially lower.  Working with its customers, BPA could refinance this obligation.  While this could be expected to take some time to accomplish it could substantially reduce BPA’s costs.  BPA has $4.6 billion in appropriated debt at 6.3%.  A one percent reduction in the interest rate on this debt would save $46 million per year.


