Financial Tool Strategies

Listed below are four strategies for using financial tools during the remainder of the rate period to assist BPA in making its Treasury payments.  The strategies are ordered according to the increasing use of cash tools.

A. Emergencies only:  Confine the use of financial tools to addressing operational emergencies.  Deal with revenue and cash flow issues through the use of SN CRAC rate increases and additional cost savings.

B. Focus on immediate problem: In addition to cost cuts, use $100 million of available financial tools to deal with the immediate revenue problems that BPA is facing, with the understanding that this amount would be paid back in full in FY 2006, before the end of the current rate period.  Reserve the use of $200 million of liquidity tools for operational emergencies. 

C. Focus on this rate period:  In addition to cost cuts, use between $200 and $300 million of available financial tools to deal with the immediate revenue problems that BPA is facing.  If possible, pay back the borrowed cash before the end of the current rate period, but extend the payback requirement until the post-2006 period if necessary.  Do not reserve the use of financial tools for operational emergencies.

D. Financial tools only: Defer the SN CRAC altogether for this year.  Institute cost cuts and use as many financial tools as needed to close the revenue gap.  Revisit the SN CRAC on a year-by-year basis if necessary, but implement a rate increase only after fully leveraging available financial tools, paying back the borrowed amounts after 2006.
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