CUSTOMER COALITION COMMENTS ON USE OF LIQUIDITY TOOLS

May 12, 2003


In response to BPA’s request at the May 1, 2003, meeting, the Industrial Customers of Northwest Utilities, Alcoa Inc. and Pacific Northwest Generating Cooperative offer the following comments.


We welcome this opportunity to address the potential use of BPA’s liquidity tools.  We note that the aggregate size of the liquidity tools that BPA has identified is large:

· Rollover of short-term bonds for long-lived assets -- $170 million in FY 2004 – FY 2006.

· Short term Treasury borrowing -- $250 million

· Energy Northwest Debt Optimization -- $315 million in FY 2003, $150 million in FY 2004 – 2006 from prior refinancing and $472 million from prior years’ prepayments.


The question for this Liquidity Strategies Workshop is when and under what conditions should BPA use these tools.  In particular, should BPA reserve the use of these tools solely to meet operational emergencies?  Or, should BPA use these tools on a planning basis to increase the probability of making scheduled Treasury payments while minimizing or eliminating the need for an SN CRAC rate increase?


In response to the current regional economic recession/depression, the prudent choice is to use these liquidity tools to the extent necessary to avoid an SN CRAC.  


BPA will need to decide which of these tools will best fit its needs consistent with the objective of no SN CRAC.  Based upon the information that we have, we recommend use of certain of these tools in the following sequence:

1) Roll over its short-term bonds issued to the Treasury to match maturities to asset lives;  

2) Issue short-term notes to the Treasury, subject reserving a portion of this tool for intra-year cash-flow purposes, and 

3) Use the expected proceeds from Energy Northwest Debt Optimization in current and future years before relying on Treasury debt prepayments from prior financings.


In summary, we think the use of these tools on a planning basis to reduce or eliminate SN CRAC rate increases provides a better balance between BPA’s needs and the region’s economy under current circumstances.

