Notes from May 13, 2003, GM Public Meeting in Rates Hearing Room

* = disagreement
~$23M Bond Reserve Fund Free-ups

Pros

· Reduces Rates in Hard Times

· Low Cost Cash Management Tool by Way of Borrowing

· Low Political Costs

Cons

· Pushes Cost to Future Rate Payers *

· Willingness of EWEB/Lewis

· Uncertain/Unexplored

· Endanger Bond Rating *

Financing Fuel Costs /Long-term assets

Pros

· Balance Sheet Activity (No Income Statement effect)

· No Political Costs

· Matching Asset Costs to Useful Life

Cons

· Could have higher financing costs in the future

· Using for short or medium term may not be best use of tax-exempt financing

Treasury Repayment Flexibility

Pros

· Possible SN CRAC Deferral

· Medium Political Risk*

Cons

· Currently Treasury and OMB have not expressed interest 

· Bankers, including Treasury concerned

· FERC Concerns on Cost Recovery*

Use of $250m Treasury Note

Pros 

· Preferable to Rate Increase in 2004*

· Low Cost Interest*

· Big Number

· “Doable”

· Reduces Rates

· Good use for seasonal liquidity

· Partial use of note still leaves some cushion

· Medium Political Risks

Cons

· Not clear it is available for operating expenses

· Already relaxed TPP—need this tool for operating risks

· Should not plan to borrow for expenses*

· FERC skepticism more businesslike calculation*

· National deficit/conservative Administration

· Limited ability in 2003

· May impact future capital programs depending upon when note is repaid*

Bringing Interest Savings Forward from Debt Optimization Program - $41M?

Pros

· Regional Solution

· Reduce Near-Term Rates (~$41m – one time benefit in rate period)

· Not Proscribed by ENW Board

Cons

· Executive Board reaction uncertain

· Future cost structure higher than otherwise

· Treasury and rating agencies sensitivity

· May not be as high as $41m because of forecast savings assumptions –$2.4m

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

Pros

· Big Number

· Short-term rate relief

· Regional solution 

· Could use to maintain public purpose funding*

Cons

· Forego interest savings

· Bonneville’s borrowing capacity not increased

· Good as current intentions are –

· would diverted funds be repaid?

· could repayment be made legally binding? 

· Is there the  Political will to repay later?

· S&P would downgrade debt –

· future refinancings would cost more

· wipe out potential savings

· Would concern ENW Executive Board

· Probable higher interest cost from rating downgrade

· FERC skepticism on repayment methodology

· Borrowing from future*

· Paying for groceries with 15-year money*

~$170m Bond Roll Over (missing Treasury payment)

Pros

· Near Term Rate Relief

· Big Number

· Easy

Cons

· Interest rate penalty*

· Deferral of scheduled payment

· Political consequences

· May impact future capital programs depending upon when repaid*

~$170m Bond Rollover (less amortization)

Pros

· Near-term rate relief

· Legal*

· Reducing Interest Rates*

Cons

· Positive arbitrage*

· Use of borrowing authority

· Particular characterizations may not be acceptable

· Executive Board may have difficulty accepting this alternative

· Don’t have authority to do so to avoid rate increase

· Inconsistent with sound business principles*

· May impact future capital programs depending upon when repaid*

Voluntary prepayment of customer bills

Pros

· Regional solution (no legislation)

· Near-term rate relief

· Seasonal liquidity toll

· Levelizes repayment stream

· Helps through net billing cash drain cycle

Cons

· It’s a loan

· How deep/how much regional interest?

· Prepayment of expenses may not be legal for some customers

· May have political implications if viewed as arbitrage*

Customer Commitments -- To cover net revenue shortfalls

· Customer supplies liquidity tools

· Rate design issues

Refinance Appropriations

· Something to look at in the future

Rate design issues
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