Proposed Liquidity Tools 

(NRU, 5/12/03))


Since BPA filed its Initial Proposal, BPA’s financial outlook for FY 2003 and 2004 has improved markedly.  Forecasted stream-flows have improved by 17%; a settlement has been reached with Enron with savings estimated by BPA at $40 million.  BPA is working to get its internal and overhead costs to 2001 levels, and in some cases below that, $22 million in additional funds have been found from the ENW bearer bonds and, finally the changes that result from new runs of BPA’s repayment studies will provide further savings. These known cost reductions are before further anticipated cost reductions.  The table below lists the savings to date for FY 2003 and 2004.

	
	2003
	2004

	
	update
	 Update

	
	$'s in millions
	

	Higher MAF
	 $          128 
	

	Latest cost reduction effort
	 $              8 
	 $     4

	Bearer bonds
	 $            22 
	       

	
	
	

	
	
	             

	Total
	 $          158 
	 $       4 


A toolkit run reflecting just the above savings and revenue sources shows that Treasury payment probability has improved to 97% in 2003 and 53% in 2004. This run does not use available financial tools, described below, that would further improve BPA’s ability to pay Treasury. Year end reserves in 2003 are projected to be $234 million.  The result of the changed circumstances has led to substantial changes in BPA’s financial situation from what was reflected in BPA’s original proposal.  However, risks remain and liquidity tools do need to be readied should the need arise in 2004 though 2006  

We propose the use of these liquidity tools in priority order: 

1. Pursue all remaining bond reserve fund free-ups

2. Finance $90 million cost of CGS fuel burn over life of the burn as opposed to expensing this cost

3. Discuss with Treasury the feasibility of viewing repayment obligations as a rate period obligation as opposed to a year by year obligation

4. Use of the $250 million U.S. Treasury LOC

5.a. Limited use of the ENW refinancing proceeds with repayment within the rate period. 

5.b.$170 million short term bond roll over (note that this constitutes missing a   scheduled repayment and comes at a cost).

Note that 5a and 5b above will come at a cost, and should be seen as a last line of defense.  Political and economic analysis will be needed to determine which of these tools is least cost.

