

     Debt Optimization Program

   Diversion CONSIDERATIOns


If Debt Optimization Program (DOP) proceeds are diverted from reducing a like amount of Bonneville’s U S Treasury debt:

1)  The interest savings (exchanging lower interest rate tax-exempt debt for higher interest rate taxable debt) will not be realized.  Also, see paragraph 3 below.

2)  Bonneville's capacity to borrow from Treasury for capital and infrastructure needs will not be replenished, because Bonneville’s Treasury debt will not be reduced.

3)  Standard & Poors has strongly suggested that Bonneville-backed debt will be downgraded.  That would mean future Bonneville-backed debt, such as anticipated continuance of the DOP, would carry significantly higher interest rates.  Also, hard to quantify, but none-the-less a consideration, is that current outstanding Bonneville-backed debt will lose market value, a situation that will not sit well with current holders of that debt, who are the anticipated buyers of future debt issues.

4)  Good as current intentions are, would diverted DOP funds which are not due until 2013/2018 actually be repaid in 2006 or shortly thereafter?
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