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Bonneville Power Administration

Proposed Appropriations Language

Expenditures from the Bonneville Power Administration Fund, established pursuant to Public Law
93-454, are approved for official reception and representation expenses in an amount not to
exceed $1,500.
During fiscal year [2002] 2003, no new direct loan obligations may be made.
Increased Borrowing Authority

Sec. 3. For the purposes of providing funds to assist in financing the construction,
acquisition, and replacement of the transmission system of the Bonneville Power Administration
and to implement the Administrator’s authority pursuant to the Pacific Northwest Electric Power
Planning and Conservation Act, an additional $2,000,000,000 in borrowing authority is made

available, under the Federal Columbia River Transmission System Act (16 US.C.§ 838) to

remain outstanding at any given time.
Bonneville Temporary Employee Renefits

Sec. 3____. Nowwithstanding title 5, United States Code, the Administrator of the
Bonneville Power Administration may fund and offer to temporary employees of the Bonneville
Power Administration the same types of benefits available to full time Federal employees,
including retirement benefits. Regarding temporary employees, the Administrator is not bound
by any requirement to establish benefits, including retirement benefits, at a particular level. The

Administrator’s contributions to benefits made available to a temporary employee under this

section may nof exceed the Administrator's contributions to benefits, including retirement



benefits, made available to a full time Federal employee under title 5, United States Code. Any
benefit plan that is offered by the Administrator to temporary employees under this section shall
be a governmental plan. Any retirement plan offered by the Administrator under this section

may be controlled and maintained by a third party fiduciary.

uards for B e P iministration Facili

SEC. 3__. Under guidelines prescribed by the Administrator of the Bonneville Power
Administration, employees of the Bonneville Power Administration and employees of contractors
and subcontractors (at any tier) of the Bonneville Power Administration, while discharging their
official duties of protecting any properties or facilities owned or leased by the Bonneville Power

Administration or of protecting persons upon such properties or facilities, may -

(1) carry firearms, if designated by the Administrator and qualified for the use of

firearms under the guidelines; and
(2) arrest without warrant any person for an offense against the United States -

(4) in the case of a felony, if the employee has reasonable grounds to

believe that the person -
(i) has committed or is committing a felony; and
(i) is in or is fleeing from the immediate area of the felony; and

(B) in the case of a felony or misdemeanor, if the violation is committed in the presence

of the employee.



Explanation of Changes

The proposed appropriations language

1)

2)

3)

restricts new direct loans in FY 2003 as in FY 2002.

provides the Bonneville Administrator with authority to issue and sell, to the Secretary of
the Treasury from time to time in the name and on behalf of Bonneville, bonds for the
purposes set forth in that chapter. Bonneville needs additional borrowing authority to
make infrastructure and other investments needed to maintain the reliability of the
Northwest’s electric energy supply. Bonneville last received additional borrowing
authority in calendar years1982 and 1983. Bonneville has utilized all of its borrowing
authority in such a manner as to preserve its availability through fiscal year 2006 (over a
20 year period) in the absence of the additional electric transmission, generation and
energy efficiency investments that are now found necessary and planned. Bonneville’s
additional long-term investments will enable the additional public and private sector
investments (both federal and non-federal) in new electric transmission, generation,
electric energy efficiency and distribution that are required to continue to meet long-term
regional electric load growth and reliability needs and help to successfully resolve the
West Coast electric energy crisis. The additional borrowing authority provided to
Bonneville will continue to provide Bonneville with the long-term planning assurance that
it will be able to make commitments and self-finance needed Federal Columbia River
Power and Transmission System investments.

provides the Administrator the authority to fund and offer to temporary employees, the
same types of benefits available to full time Federal employees, without regard to section
8906a of title 5, United States Code, regulations promulgated pursuant to section 8913 of
title 5, United States Code, or any other provision of title 5, United States Code, that
precludes a federal agency from providing benefits to temporary employees upon
appointment. Bonneville Power Administration is struggling to hire temporary electrical
workers because it cannot offer benefits to temporary employees. Since 1997 Bonneville
has fallen significantly short of its annual hiring goals. The labor market is extremely tight
and under its own wage-setting authority Bonneville has offered temporary electrical
workers wage rates that are $6.00 per hour more than Bonneville pays it permanent
workers, about 25 percent more pay, in order to offset its inability to offer its temporary
employees any benefits. Even with such pay incentive it would appear that such job
applicants would rather bave health insurance provided to them by Bonneville than to have
to purchase their own health insurance at much more expensive individual rates.

Bonneville’s ability to carry out its self-financed electric power and transmission missions,
including maintaining its electrical infrastructure, in the competitive environment, depends
among other things on its ability to hire qualified temporary workers to perform seasonal
work. Other utilities have the ability to offer, and a competitive advantage by offering,
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temporary employees benefit packages. Such benefit packages include insurance, 401K-
type savings and retirement contribution elements.

Bonneville would use such authority to reallocate its existing financial resources to match
prevailing industry practices and fund and offer a temporary employees benefit package.
Bonneville's contributions to retirement, life insurance, and health insurance benefits made
available to temporary employees under this section may not exceed the federal
contributions to benefits allowable for full time federal employees under section 84
(Federal Employees’ Retirement System), section 87 (life insurance), and section 89
(health insurance) of title 5, United States Code.

4) provides Federal authority to allow Bonneville employees (Security Specialists) and
contract security officers to be armed on Federal property and to have limited law
enforcement powers. Bonneville management believes this authority is consistent with the
President’s Executive Order No. 12010 on electrical systems and critical infrastructure
and Decision Directive 63 on Critical Infrastructure protection. This statutory authority
is similar to that of the Department protective forces and the authority of the Strategic
Petroleum Reserve. On an interim basis, the Bonneville contractor security force in
Oregon and Washington facilities has been armed pursuant to the laws of Oregon and
Washington, respectively.

BPA/Appropriation FY 2003 OMB Budget



Bonneville Power Administration

Corporate Context
Energy is the vital force powering business, manufacturing, and movement of goods and services
throughout the country. The United States spends over one-half trillion dollars annually for energy, and
our economic well-being depends on reliable, affordable supplies of clean energy.
The Energy Resources goal establishes the overarching purpose of the Department’s energy programs.
The focus of three of the Department’s program offices is on energy technology R&E: Office of Fossil
Energy, Office of Nuclear Energy, and the Office of Energy Efficiency and Renewable Energy. In

addition to energy technology R&D, the Department delivers Federal hydroelectric power to the
consumer through the Power Marketing Administrations (PMAs).

Energy Resources Goal

Ensure a steady supply of affordable energy for America’s homes, businesses, and industries.

Strategic Objective
The Energy Resources business line goal is supported by the following strategic objective of the PMAs:

ER4: Market and safely deliver reliable, affordable Federal hydropower to repay the Federal investment
in hydropower generation and transmission factlities.

Performance Indicators

Receive monthly control compliance ratings that meet or exceed the Control Performance Standard
(CPS) 1 and 2 established by the North American Electric Reliability Council (NERC).

Meet planned annual repayment of principal on Federal power investments.

Achieve a safety performance of not greater than a 3.3 recordable accident frequency rate for recordable
injuries per 200,000 hours worked or the Bureau of Labor Statistics’ industry rate, whichever is lower.

Power Marketing Administrations/BPA FY 2603 OMB Budget



Bonneville Power Administration

Executive Budget Summary

Mission

Bonneville Power Administration (Bonneville) is the Department of Energy’s (DOE) electric power
marketing administration for the Federal Columbia River Power System (FCRPS). Bonneville's mission
is to meet its public responsibilities through commercially successful businesses. Bonneville’s business
strategies to fulfill its mission can be summarized as: meeting the electric energy market price; managing
costs to be competitive in providing services to customers; strengthening Bonneville's financial position;
and reorienting the organization to be responsive, flexible and competitive.

Bonneville’s success in the marketplace supports the achievement of its vital responsibilities for fish and
wildlife, energy conservation, renewable resources, and low-cost power for the people of the Pacific
Northwest. Success is achieved by satisfying its customers and enhancing the economic and
environmental health of the region. Bonneville values the individual diversity, entrepreneurial spirit,
personal responsibility, and public service of its workers.

Bonneville provides electric power (about forty-five percent of the electricity consumed in the region),
transmission (about three-fourths of the region’s high voltage transmission capacity), and energy
efficiency throughout the Pacific Northwest, a 300,000 square mile service area. Bonneville markets the
electric power produced from 30 Federal hydro projects in the Pacific Northwest owned by the U.S.
Army Corps of Engineers (Corps) and the U.S. Department of Interior, Bureau of Reclamation (Bureau),
and also acquires non-Federal power to meet the needs of its customer utilities.

Congress created Bonneville in 1937 as part of the Bonneville Project Act, providing the foundation for
Bonneville's statutory utility responsibilities and authorities. In 1974, passage of the Federal Columbia
River Transmission System Act (Transmission System Act) placed Bonneville under provisions of the
Government Corporation Control Act (31 U.S.C. 9101-9110). The Legislation provided Bonneville with
“self-financing” authority and established the Bonneville Fund, a revolving fund, allowing BonneviHe to
use its revenues from electric ratepayers to directly fund all programs and to sell bonds to the U.S.
Treasury to finance the region’s high-voltage electric transmission system requirements. In 1980,
enactment of the Pacific Northwest Electric Power Planning and Conservation Act (Northwest Power
Act) expanded Bonneville’s utility obligations and responsibilities to encourage electric energy
conservation and develop renewable energy resources, and protect, mitigate and enhance the fish and
wildlife of the Columbia River and its tributaries. In support of these expanded responsibilities,
Bonneville's Treasury borrowing authority was expanded to allow the sale of bonds to finance
conservation and other resources and to carry out fish and wildlife capital improvements.

Bonneville’s program is mandatory and nondiscretionary. It receives no annual appropriations from
Congress. Bonneville funds the expense portions of its budget and repays the Federal investment in the
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FCRPS with revenues from electric rates. Bonneville is authorized to sell bonds to the Treasuryup to a
cumulative outstanding total of $3.75 billion (permanent, indefinite borrowing authority). Through FY
2000, Bonneville has returned approximately $16.3 billion to the Treasury for payment of FCRPS O&M
(about $2.7 billion), interest (about $9.2 billion), and amortization (about $4.7 billion) of appropriations
and bonds. Bonneville made its full FY 2000 payment of over $733 million as scheduled. For FY 2001,
Bonnevilie plans to pay the Treasury $588 million, of which $17 million is for Bureau of Reclamation
Irrigation Assistance, $15 million is for Lower Snake River Compensation Plan O&M, $139 million is to
repay investment principal, and $418 million is for interest. The FY 2002 Treasury payment is currently
estimated at $691 million.

Bonneville’s FY 2003 budget has been prepared on the basis of its major areas of activity, Power and
Transmission. This structure supports Bonneville’s ability to become more competitive in the rapid
restructuring of the deregulated wholesale electric energy market. This industry deregulation stems
largely from the 1992 Energy Policy Act and ensuing Federal Energy Regulatory Commission (FERC)
orders (FERC Orders 888 and 889) requiring separation of utility power and transmission functions. As
a Federal agency, Bonneville is not subject to FERC jurisdiction, but chooses to comply with the FERC
orders because it views compliance as essential to successfully compete in the current and future electric
power market. Further, Bonneville supports DOE’s October 1995 “Power Marketing Administration
Open Access Policy.” This budget reflects Bonneville’s functional separation of power and transmission
and its accounting and budgetary implementation of major activities.

Strategic Objective

ER4: Market and deliver safely reliable, affordable Federal hydropower to repay the Federal investment
in hydropower generation and transmission facilities.

Program Strategic Performance Goal

ER4-1: Promote reliability in the evolving electric utility industry

Performance Indicator

Receive monthly control compliance ratings that meet or exceed the Control Performance Standard
(CPS) 1 and 2 established by the North American Electric Reliability Council (NERC).

Program Strategic Performance Goal

ER4-2:  Establish and meet annual rate targets for each power system that are responsive to customer
needs and cost-recovery requirements

Performance Indicator
Meet planned annual repayment of principal on Federal power investments.

Program Strategic Performance Goal

Power Marketing Administrations/BPA FY 2003 OMB Budget



ER4-3: Ensure everyone at Bonneville is aware of, committed to, and has the tools to work safely.

Performance Indicator
Achieve a safety performance of not greater than a 3.3 recordable accident frequency rate for
recordable injuries per 200,000 hours worked or the Bureau of Labor and Statistics’ industry

rate, whichever is lower.

Strategy

Bonnevilie’s FY 2003 budget incorporates the budget decisions that Bonneville has made to remain
competitive in the electric utility industry in the Pacific Northwest. These budget estimates, however,
are still subject to continual change due to rapidly changing economtc and institutional conditions in the
evolving competitive electric utility industry in the Pacific Northwest.

The following table provides a summary of accrued expenditures.

FUNDING SUMMARY (accrued expenditures in thousands of dollars)
FY 2001 FY 2002 FY 2003

CAPITAL INVESTMENTS

Power Business Line $ 97,000 $165,700 $197,500
Transmission Business Line $187.700 $299,000 $405,500
Capital Equipment & Bond Premium $ 22,000 $ 28,500 $ 27,800
il ‘2irotal Capital Investments \1 $306,700 $493.200 $630,800
Accrued expenditures will require budget obligations of $306,700 $493,200 $630,800
Opérating Expenses $4.523,400 $3,215900  $3,030,300
Projects Funded in Advance $20,000 $25,000 $25,000
CAPITAL TRANSFERS (cash} $138,900 $239,100 $247,300
BPA NET QUTLAYS $624,000 -$102,000 -$5,000
BPA STAFFING (FTE} 2,891 3,259 3,278

\1 Borrowing for these investments in FY 2002 will not exceed $374.5 million as stated in the FY 2002
Congressional Budget. BPA will manage the additional capital requirements including evaluation of alternative
funding sources.

54 9

Date 9/10/01
Stephen J. Wright
Acting Administrator and Chief Executive Officer
Power Marketing Administrations/BPA FY 2003 OMB Budget



Bonneville Power Administration

Program Mission

Overview

Bonneville provides electric power, transmission and energy efficiency throughout the Pacific
Northwest. Created in 1937 to market and transmit the power produced by the Bonneville Dam
on the Columbia River, Congress has since then directed Bonneville to sell at wholesale the
electrical power produced from 30 Federal hydro projects and to acquire non-Federal power
and conservation resources sufficient to meet the needs of Bonneville’s customer utilities.
Bonneville serves a 300,000 square mile area including Oregon, Washington, 1daho, Western
Montana, and parts of Northern California, Nevada, Utah and Wyoming,

The Transmission System Act placed Bonneville under the provisions of the Government
Corporation Control Act (31 U.S.C. 9101-9110) and allows Bonneville to use its revenue from
electric ratepayers to fund all programs directly through the Bonneville revolving fund, and to
sell bonds to the Treasury to finance the region’s high voltage transmission requirements. The
Northwest Power Act expanded Bonneville’s utility obligations and responsibilities to meet
requesting utility loads, encourage conservation and develop renewable resources, and to
protect, mitigate and enhance the fish and wildlife of the Columbia River and its tributaries. In
support of these responsibilities, Bonneville’s borrowing authority was expanded to allow the
sale of bonds to finance conservation and other resources and to carry out fish and wildlife
capital improvements. This Act also required regional energy plans and programs and created
the Northwest Power Planning Counci! (Planning Council).

Bonneville is “self-financed” by the electric ratepayers of the Pacific Northwest and receives no
annual appropriations from Congress. The revenue-generating and rate-setting authorities of
the Bonneville Project Act of 1937 and the Northwest Power Act provide Bonneville’s
statutory budget authority. Under the Transmission System Act, Bonneville funds the expense
portion of its budget and repays the Federal investment with revenues from electric rates.
Bonneville’s revenues fluctuate primarily in response to market prices for fuels and stream flow
variations in the Columbia River System due to weather conditions and fish recovery needs.
Bonneville's permanent, indefinite statutory borrowing authority authorizes the agency to sell
bonds to the Treasury up to a cumulative outstanding total of $3.75 billion. Through FY 2000,
Bonneville has returned approximately $16.3 billion to the Treasury in interest, amortization,
and repayment of Federal power generation, operation, maintenance, and construction costs.
Bonneville made its full FY 2000 payment of over $733 million as scheduled. Bonneville's
projected total Treasury payments for FY 2001 and FY 2002 are $588 million and $691 million,
respectively. During the four fiscal years ending September 30, 2000, BPA has accelerated its
scheduled amortization payments. Bonneville may make additional, unscheduled payments
when fiscal conditions permit, rather than hold large cash balances in the Bonneville fund. In
the event that Bonneville is unable to make full scheduled Treasury payments in subsequent
years, these accelerated payments will be called upon to show that BPA is current in its
BPA/Program Mission FY 2003 OMB Budget



Treasury payments over time. Starting in FY 1997, Bonneville began direct funding the Bureau
Pacific Northwest power O&M costs and in FY 1999 began direct funding Corps Pacific
Northwest power O&M costs. Bonneville began direct funding the U.S. Fish and Wildlife
Service (USFWS) in FY 2001 to pay for O&M costs of the Lower Snake River Compensation
Plan facilities.

Bonneville’s FY 2003 budget has been prepared on the basis of its major areas of activity,
Power and Transmission. This structure supports Bonneville’s competitiveness in the rapidly
restructuring deregulated wholesale electric energy market. This industry deregulation stems
largely from the 1992 Energy Policy Act and ensuing FERC Orders 888 and 889 requiring
separation of utilities power and transmission functions. As a Federal agency, Bonneville is not
subject to FERC’s jurisdiction, but chooses to comply with the FERC orders because it views
compliance as essential to successfully compete in the current and future electric power market.
Further, Bonneville supports DOE’s October 1995 “Power Marketing Administration Open
Access Policy.” This budget reflects Bonneville's functional separation of power and
transmisston and its accounting and budgetary implementation of business lines (BLs). This
budget proposes FY 2003 accrued expenditures of $3,031 million for operating expenses, $25
million for Projects Funded in Advance, $631 million for capital investments, and $247 million
for capital transfers.

Spending levels in this budget are still subject to change to accommodate competitive dynamics
in the region’s energy markets, debt service refinancing strategies, and the continued
restructuring of the electric industry.

Program Mission

The strategic mission of Bonneville is to meet its public responsibilities through commercially
successful businesses.

Bonneville provides electric power, transmission, and energy services in increasingly )
competitive markets. Bonneville’s success in the marketplace supports the achievement of its
vital responsibilities for fish and wildlife, energy conservation, renewable resources, and low-
cost power for the people of the Pacific Northwest. Bonneville succeeds by satisfying its
customers and enhancing the economic and environmental health of the region.

Bonneville will remain the least-cost producer and a creative and flexible marketer in the region.
Its success will help ensure economically strong Pacific Northwest communities.

Bonneville values the individual diversity, entrepreneurial spirit, personal responsibility, and
public service of its workers. Bonneville welcomes new ideas and is accessible to the citizens of
the Pacific Northwest.

Strategic Objective

BPA/Program Mission FY 2003 OMB Budget
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ER4: Market and safely deliver reliable, affordable Federal hydropower to repay the Federal
investment in hydropower generation and transmission facilities.

Program Strategic Performance Goal
ER4-1: Promote reliability in the evolving electric utility industry.

Performance Indicator
Receive monthly control compliance ratings that meet or exceed the Control Performance
Standard (CPS) { and 2 established by the North American Electric Reliability Council (NERC).

This indicator defines a standard of minimum control performance. Each control area is to have
the best operation above this minimwm that can be achieved within the bounds of reasonable
economic and physical limitations. Each control area shall monitor its control performance on a
continuous basis against two standards, CPS1 and CPS2. These two standards have very
defined technical requirements.

In FY 1999, Bonneville exceeded the minimum compliance level required by NERC with a
CPS1 of 171.4% and a CPS2 of 97.62%. Bonneville began measuring CPS2 in January of
1998; therefore, the FY 1998 control performance is based on a partial fiscal year. Based on

historic records, the CSP1 for FY 1997 was 173.68% and for FY 1996 was 168.86%. Data on
CPS2 for FY 1997 and FY 1996 is not available.

Program Strategic Performance Goal

ER4-2: Establish and meet annual rate targets for each power system that are responsive to
customer needs and cost-recovery requirements.

Performance Indicator
Meet planned annual repayment of principal on Federal power investments.

This indicator measures the variance of actual from planned principal payments to the U.S.
Treasury. The indicator will be zero if the actual payment is equal to the planned payment.

The following chart displays principal repayment only.

BPA/Program Mission FY 2003 OMB Budget



Status of Treasury Principal Repayment
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Program Strategic Performance Goal

ER4-3: Ensure everyone at Bonneville is aware of, committed to, and has the tools to work
safely.

Performance Indicator

Achieve a safety performance of not greater than a 3.3 recordable accident frequency rate for
recordable injuries per 200,000 hours worked or the Bureau of Labor and Statistics’ industry
rate, whichever is lower.

This indicator measures the recordable accident frequency rate by first multiplying the number
of recordable injuries by 200,000. This number is then divided by the total hours worked. The
PMAs measure their performance against a Bureau of Labor and Statistics standard industry
casc rate.

The national average recordable injury frequency rate shown below is based on Bureau of Labor
and Statistics. The Bureau of Labor’s data is collected from organizations representing the
private sector in the generation, transmission, and distribution of electric energy. The Bureau of
Labor and Statistics includes a 1999 national average recordable injury frequency rate of 4.9
injuries per 200,000 hours worked. Bonneville's recordable injury frequency rate for FY 2000
was 2.1 injuries.

Annual Performance Results and Targets

BPA/Program Mission FY 2003 OMB Budget
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FY 2001 Results FY 2002 Targets FY 2003 Targets

Transmission System Receive monthfy control Receive monthly control

Performance: compliance ratings that meet or | compliance ratings that meet or

Results not yet available exceed the Control Performance | exceed the Control Performance
Standards 1 and 2 established Standards 1 and 2 established
by the NERC. by the NERC.

Repayment of Investment: Meet planned annua! repayment | Meet planned annual repayment

Results not yet available of principal on Federal power of principal on Federal power
investments. investments.

Safety: Achieve a safety performance of | Achieve a safety performance of

Results not yet available not greater than a 3.3 not greater than a 3.3

recordable accident frequency recordable accident frequency
rate for recordable injuries per rate for recordable injuries per

200,000 hours worked or the 200,000 hours worked or the
Bureau of Labor and Statistics’ Bureau of Labor and Statistics’
industry rate, whichever is industry rate, whichever is
lower. lower.

Significant Accomplishments and Program Shifts

Bonneville’s FY 2003 budget reflects the significant financial and business events of the past
year that have shaped Bonneville’s response to the ongoing competitive pressures of the
region’s electric utility industry. Throughout the past year, Bonneville has striven to
enhance its competitive, cost-effective delivery of business-line utility products and services
and continued delivery of the public benefits of its operations, while ensuring its ability to
continue to make its payments to the Treasury on time and in full.

BPA and the Pacific Northwest are facing a combination of power supply and economic
challenges that are unprecedented in its history. Tight power supply conditions in the West
Coast market and poor hydroe conditions in 2001 have contributed to emergency power
shortages in California and extremely high power purchase costs throughout the
interconnected West. BPA’s large purchases of power in 2001 drew heavily on its financial
reserves and contributed to rate pressure. '

Bonneville adopted a Power Subscription Strategy in 1998 to guide its power sales
contracting and rates starting in FY 2002. The strategy which set the path for power rates
for 2002 to 2006 included the following goals: to spread the benefits of the FCRPS as
broadly as possible, with special attention to residential and rural customers; avoid an
increase in the average price of lowest cost priority firm power; meet Bonneville's fish and
wildlife obligations while assuring a high probability of U. S. Treasury payment; and provide
incentives for the development of energy conservation and renewable resources. The
Subscription process was concluded in October 2000 with total Subscription sales over
9,000 aMWs, about 1,500 aMWs higher than anticipated earlier. The increase in
subscription sales meant that Bonneville would have to augment its power supply from
other sources besides the federal system in order to meet all of its contractual commitments.

BPA/Program Mission FY 2603 OMB Budget




® Bonneville’s rate setting for post 2001 established separate rate processes for the first time
for the power and transmission functions. Bonneville concluded its power rate setting
process for FYs 2002-2006 in May 2000 and submitted its rate proposal to the Federal
Energy Regulatory Commission. Subsequently, extremely high volatility and price
uncertainty in power markets led Bonneville to reexamine its rate proposal. As a result,
Bonneville made the decision to amend its power rate proposal knowing that a significant
rate increase was likely.

*® In June 2001, after a public process, BPA submitted a supplemental power rate proposal.
This proposal focused primarily on modifications to proposed risk mitigation measures.
BPA and many parties to the rate case collaboratively developed the terms of the proposal.
A key feature of the proposal is a three-component cost recovery adjustment clause
(CRAC): one component, the Load-Based CRAC tied to BPA’s power system load, allows
a rate adjustment every six months to reflect BPA’s actual costs of purchasing power to
augment the system. A second component, the Financial-Based CRAC based on BPA’s
financial status, allows a one-year rate increase in any year of the five-year rate period, to
restore reserve levels if end-of-year accumulated net revenues drop below a threshold level.
The third component, the Safety Net CRAC, allows BPA to change the parameters of the
Financial-Based CRAC costs if BPA were to forecast missing a payment to the Treasury or
other creditor, or actually misses such a payment. As in the original filing, the Supplemental
Proposal continues to reflect implementation of Bonneville’s fish and wildlife obligations
while still maintaining the ability to make our planned payments to the U.S. Treasury on
time and in full. The Load-Based CRAC in the Supplemental Proposa! will have the effect
of increasing initial rate levels for the rate period, based on market prices and the amount of
load actually placed on BPA. The initial load-based CRAC will be in effect for the six-
month period starting October 1, 2001, and is a 46% increase.

" A key step to keeping the power rate increase as low as possible was to implement a load
reduction strategy designed to help bridge the gap between the amount of load on the
system and the amount of power purchases required to meet that load. Bonneville, with
help across all customer groups, was successful in reducing its load commitments by over
2,000 a MW. These load reductions vary in length of time, from a few months to up to two
years. Even with the successful results of the load reduction strategy, Bonneville still
expects over the rate period to make significant power purchases in the market at prices
higher than earlier anticipated. Given the volatility of the market, these purchases could be
at substantially higher prices than earlier anticipated. However, once planned regional
generation and transmission projects to meet load requirements are completed, the market
price is expected to be significantly lower. Therefore, the load reduction efforts early in the
rate period help to minimize BPA’s market exposure.

® In contrast to the power rate case, the 2002 transmission and ancillary service rates were
designed to be effective for FYs 2002 and 2003 rather than a five-year period. In view of
FERC Order 2000, Bonneville and the parties, to the transmission rate case and Open
Access Transmission Tariff (OATT), expected the Northwest to form a Regional
Transmission Organization (RTO) in the near future. The two-year transmission rate period

BPA/Program Misston FY 2003 OMB Budget
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was designed to bridge the gap between the expiration of the current 1996 rates and the
formation of an RTO. In June 2000, Bonneville and parties to the transmission rate case
and Open Access Transmission Tariff case agreed on a setttement to the substantive portion
of proceedings. By proposing a settlement to the transmission proceedings, parties agreed
that the time and resources required to follow a rigorous rate case schedule would detract
from the important collaborative work of forming an RTO. This settlement allowed the
region to more quickly move on to developing the RTO. FERC approved the transmission
and ancillary service rates on a final basis in May 2001, and approved the OATT in March
2001.

® The primary factors behind the transmission and ancillary service rate increase are the cost
of delivering services in a deregulated and restructured industry, the shift of sorne costs
from power rates to ancillary service rates, the need to maintain system reliability, and the
increased costs of recruiting and maintaining a highly skilled labor force. On average, the
transmission and ancillary service rates are a very small portion of wholesale power costs
and the impacts will vary from utility to utility. Bonneville expects to continue to maintain
its position as one of the lowest cost transmission providers in the Northwest.

®  The following chart provides an overview of BPA’s existing FCRPS generation and
transmission.

® Inresponse to the unprecedented power supply and economic challenges facing the
Northwest, Bonneville is working to help ease the West Coast energy crisis and help meet
the region’s long-term power and transmission infrastructure needs. Bonneville is currently
planning infrastructure investments in the Pacific Northwest to meet Northwest transmission
needs that will also facilitate a competitive wholesale market in the Western Interconnection
that encompasses 15 western states, 2 Canadian provinces and 2 Mexican states.

® BPA has identified a number of actions that it is taking or could take over the next five years
to provide additional electrical infrastructure relief. These actions include federal hydro
generation efficiencies and additions, additional renewable resource generation and
conservation efforts, long and short-term power purchases and construction of transmission
projects that reinforce the grid and integrate new generation. As part of these efforts,
Bonneville has designed a process to review and prioritize the investments. This process,
developed with stakeholder input, will provide investor-owned utilities and public utilities a
role in evaluating proposed major transmission infrastructure additions for their cost,
benefits, and their contribution to reliability, as well as schedules for project completions.
Bonneville will also engage regional stakeholders in discussions to clarify needed generation
improvements and conservation.

¥ Bonneville's remaining borrowing authority is not sufficient to fund all projects that have
been identified to help relieve the infrastructure problems encompassing the West Coast. As
a result, Bonneville needs approximately $2 billion in additional borrowing authority. This
FY 2003 budge: includes a legislative proposal to increase Bonneville’s limit on borrowing
authority. Bonneville will set rates to assure sufficient revenues to recover the expenses

BPA/Program Mission FY 2003 OMB Budget
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associated with these investments. The $2 billion in additional borrowing authority shouid
be adequate to fund approximately 10 years of Bonneville's capital needs to meet its
responsibilities and assure a reliable Northwest energy supply. See BP-4 Status of
Borrowing Under Proposed Legislation in the Schedules section of this budget.

" Updated cost estimates in this budget for FY 2002 and beyond, based on estimates from
both the power and transmission rate cases, reflect the recent and significant changes
affecting the West Coast power and transmission markets along with planned infrastructure
investments designed to address the long-term needs of the region and other significant
known changes. FY 2001 cost estimates are based on BPA Third Quarter Review estimates
and will be updated with actual data for the FY 2003 Congressional budget submission.
BPA Third Quarter Review estimates assume full access to 4(h)(10)(C) credits and the Fish
Cost Contingency Fund.

® In response to FERC Order 2000 and consistent with the Administration's support for the
development of efficient, reliable and competitive interstate electric markets, Bonneville is
continuing to work closely with the region’s investor-owned utilities as well as other
stakeholder interests through a public collaborative process to design an RTO ("RTO
West") that meets FERC requirements and the specific needs of the Northwest. Goals of the
RTO development include enhancing the overall reliability of the high voltage transmission
system and providing an improved wholesale power market that will provide benefits for all
Northwest ratepayers. The FERC Order 2000 required utilities to file RTO proposals with
FERC by October 15, 2000, with the RTOs to be fully operating by December 15, 2001.
The RTO West "filing utilities" submitted portions of the RTO proposal to FERC in
October and December 2000. FERC responded to those filings with an April 26 Order,
which included a request for follow-up on interregional coordination progress by Dec. 1.
Filing utilities are currently working towards completing remaining elements of the proposal
and intend to make a filing with FERC by Dec. 1. FERC has indicated its flexibility with
regards to the Dec. 15, 2001 operations date, given that RTO West shows sufficient
progress towards start-up. Potential payments to a RTO are not included in this budget.

® BPA efforts to keep its rates as low as possible are augmented by the implementation of the
Bonneville Appropriations Refinancing Act (part of the Omnibus Consolidated Rescissions
and Appropriations Act of 1996) that refinanced Bonneville’s outstanding repayment
obligations on appropriations. The legislation called for increasing low interest rates on
historic appropriations to current Treasury market rates and resetting (reducing) the
principal of FCRPS appropriations unpaid as of the end of FY 1996. New principal
amounts were established as of the beginning of FY 1997, at the present value of the
principal and annual interest payments Bonneville would make to the Treasury for these
obligations in the absence of the Act, plus $100 million. The new principal amounts were
then assigned new interest rates based on the Treasury yield curve rates prevailing at the end
of FY 1996. Bonneville's outstanding repayment obligation on appropriations at the end of
FY 1996 was $6.7 billion, with a weighted average interest rate of 3.4 percent. The
refinancing reduced the principal amount to $4.1 billion, with a weighted average interest
rate of 7.1 percent. As called for in the legislation, Bonneville submitted its calculations and

interest rate assignments implementing the refinancing to Treasury for their review and
BPA/Program Mission FY 2003 OMB Budget

17



approval. Treasury approved the implementation transactions in July 1997

® Consistent with assumptions for the power rate case and subscription strategy, Bonneville
has reached a settlement of the Residential Exchange Program for regional utilities for the
post-2001 period. Regional utilities were eligible to participate in the Residential Exchange
Program beginning in 2001, except for the nine utilities that previously executed settlement
agreements for terms beyond July 2001. To settle the Residential Exchange, Investor
Owned Utility (IOU) customers will receive 1,900 average MW of electric energy (aMW) in
power and financial benefits at a price equal to the priority firm power rate. Bonneville’s
preference customers, or public agency utilities, with forecasted average system costs lower
than the Exchange Program rate do not qualify for these benefits.

® Aspart of its continuing competitive efforts, BPA is working to further optimize debt
service costs. BPA has reached agreement with Energy Northwest to pursue refinancing of
certain Energy Northwest bonds. BPA pays the debt service on these bonds under the terms
of earlier net billing agreements. A component of the refinancing strategy will be to extend
the final maturity on the Columbia Generating Station (formerly WNP-2) debt. In addition,
for Projects 1 and 3, some debt currently maturing prior to FY 2012 will be extended into
the 2013-2018 time period. BPA has committed to Energy Northwest to use the reductions
in debt service resulting from this extension to amortize Federal debt earlier than currently
scheduled. Only under extreme financial pressure would this strategy be reconsidered.
Implementation of the refinancing components will be subject to favorable market
conditions and interest rate environment. Thus only the debt service savings of actual debt
refinancings are included in cost estimates for this FY 2003 budget.

* Bonneville’s competitiveness efforts have had a major impact on the agency’s human
resource levels, both Federal full-time equivalents (FTE) and contractor full-time
equivalents (CFTE). In 1994, Bonneville established targets for reducing its workforce. As
a result of cost cutting, reorganization, and the availability of Voluntary Separation
Incentive (VSI) authority, Bonneville has achieved these target goals. As reflected in this
budget, Bonneville has achieved FTE reductions resuiting in a total of 2,742 FTE in FY
2000. Bonneville has continued to use VSI and Voluntary Early Retirement Authority
(VERA) to target staff reduction in areas of decreasing skill needs. These reductions,
however, have not completely offset our succession planning and infrastructure needs. As
part of its strategic staffing efforts and infrastructure project requirements, Bonneville has
identified a need for an increase in current FTE levels. This increase is designed in part to
accommodate a shift in critical skills needed to meet the demands of succeeding in a
deregulated energy market. Bonneville FTE projections included in this FY 2003 budget
are 3,259 and 3,278 for FYs 2002 and 2003, respectively.

*® Bonneville withdrew from the 248-megawatt Tenaska power project when, in 1995,
demands on Bonneville for power dropped suddenly as the effects of wholesale electricity
deregulation took hold. As a result, Tenaska Power Partners II (T. enaska) and Chase
Manhattan Bank (Chase), which provided the project funding, sued Bonneville for damages.
Bonneville settled the lawsuit with Chase in June 1996, agreeing to pay Chase $115 million.

BPA/Program Mission FY 2003 OMB Budget
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Bonneville settled with several subcontractors of Tenaska for $29 million in FY 1997 and
$13.7 million in FY 1998. In July 1998, arbitrators awarded Tenaska $159 million which
was paid directly from the U.S. Treasury’s judgment fund in November 1998. Bonneville
will fully reimburse the Treasury for the judgment funds used plus interest, assuring that
taxpayers are in no way affected by this award. In December 1998 Bonneville made its first
reimbursement payment of $80.4 million to the Judgment Fund Branch followed by annual
payments of $26.2 million in August of 1999, 2000 and 2001 for the remainder of the debt.
Consistent with a Memorandum of Understanding with the U.S. Treasury, Bonneville made

interest payments on the outstanding debt to the U.S. Treasury’s *“miscellaneous receipts”
account.

® As Bonneville faces unprecedented challenges in continuing its service to the Pacific
Northwest, the costs of Bonneville’s commitment to rebuild salmon runs have risen sharply.
Congress and the Executive Branch have helped immensely by providing certainty to
Bonnewille’s contribution to Northwest fish and wildlife restoration and mitigation.
Bonneville, the Administration, and other agencies finalized an interagency agreement. The
agreement ensures a stable level of fish and wildlife costs through 2001, while also
confirming Bonneville’s obligation to fund fish and wildlife activities for the 1995 Biological
Opinion (BO) of the National Marine Fisheries Service (NMFS).

® This budget is consistent with the above interagency agreement that calls for Bonneville fish
and wildlife funding of $252 million per year, on average, and hydro operation changes
needed to implement the BOs on Endangered Species Act (ESA) listed species of
approximately $90-$280 million per year for the period FY 1996 through FY 2001.
Included with the budget schedules section of this budget document is the current tabulation
of the history and forecasted future costs of Bonneville's fish and wildlife investments.

" Bonneville is committed to continue funding its share of the region’s efforts to recover listed
Columbia Basin fish and wildlife. In its power rate case, Bonneville incorporated fish
funding principies that were developed and supported by a broad base of regional interests.
Consistent with these principles, the rate case provides sufficient revenue to cover a range
of fish recovery alternatives to ensure that funding will be adequate. The projected costs of
implementing the most recent NMFS and USFWS Biological Opinions, released in
December 2000, are well within the range of costs used in the rate case and are consistent
with the fish funding levels incorporated in this FY 2003 budget.

® The FY 2003 OMB budget, consistent with the power rate case, assumes that Bonneville in
FY 2003 will apply $9] million in credits under Section 4(h)(10)(C) of the Northwest
Power Act,

® Bonneville believes future funding for fish recovery must be based on a regionally accepted
basin wide strategy that addresses actions in habitat, harvest, hatcheries, and hydropower.
To succeed, the plan must be scientifically credible, legally defensible, and it must be
feasible. Bonneville is one of nine Federal Caucus agencies working to develop this basin
wide strategy. On July 27, 2000, after an extensive public involvement effort, the Federal

BPA/Program Mission FY 2003 OMB Budget
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Caucus released its Draft Basin wide Salmon Recovery Strategy (All-H Paper) to states and
tribes for technical review and comment. In that document, the Federal Caucus proposed
the range of actions that are most likely to recover threatened and endangered aquatic
species in the Columbia Basin. In order to ensure efficiency, eliminate overlap and
omissions, and focus resources where they can best achieve results, the Federal Caucus
agencies also proposed to coordinate funding requirements and proposals to be submitted
through Federal budget processes. The agencies intend to report on the availability of
resources and implications for the agencies' ability to carry out the strategy. The Caucus is
also collaborating with others as it reviews and updates its region's fish and wildlife
program.

% The FY 1997 Energy and Water Development Appropriations Bill added section
4(h)(10)(D) to the Northwest Power Act, directing the Planning Council to appoint a
Scientific Review Panel “to review projects proposed to be funded through that portion of
Bonneville Power Administration’s fish and wildlife budget that implements the Planning
Council’s fish and wildlife program.” And, “. . . in making its recommendations to
Bonneville, the Planning Council shall consider the impact of ocean conditions on fish and
wildlife populations; and shall determine whether the projects employ cost effective
measures to achieve program objectives.” Consequently, projects funded under
Bonneville’s direct program will be reviewed and prioritized as part of the Planning Council
initiative process.

BPA/Program Mission FY 2003 OMB Budget
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Funding Profile®

( doltars in thousands)

Fiscal Year
2001 2002 2002 2002 2003
3rd Quarter Review Proposed® | Amend. Revised Proposed

Capital Investment Obligations

Associated Project Cosls © 70,000 NA - 105,000 117,000

Fish & Wildlife 27,600 NA - 34,700 38,300

Conservation & Energy Efficiency © - NA - 26,000 42,200
Subtotal, Power Business Line 97,000 NA - 165,700 197,500
Transmission Business Line 187,700 NA - 299,000 405,500
Capital Equipment 22,000 NA - 28,500 27,800
Total, Capital Obligations © 306,700 374,500 - 493,200 630,800
Expensed and Other Obligations
Expensed 4,523,400 2,547,000 - 3,215,900 3,030,300
Projects Funded in Advance 20,000 25,000 - 25,000 25,000
Total, Obligations ° 4,850,100 2,946,500 3,734,100 3,686,100
Capital Transfers (cash) ' 138,900 239,100 - - 239,100 247,300
BPA TOTALS 4,989,000 3,185,600 - 3,973,200 3,933,400
Full-time Equivalents (FTEs) 2,891 2,867 - 3,259 3,278

® BPA's FY 2003 budget has been prepared in accord with the Budget Enforcement ACT (BEA) of 1990.
Under this Act all BPA budget estimates are treated as mandatory and are not subject to discretionary
"caps” in the BEA. These estimates support activities which are legally separate from discretionary
activities and accounts. Thus, changes to BPA estimates cannot be used to affect any other budget
categories such as domestic discretionary, or defense discretionary which have their own legal dollar
caps. Because BPA operates within existing legislative authority, BPA is not subject to a BEA
"pay-as-you-go" test regarding its revision of funding estimates.

® These estimates reflect BPA's FY 2002 Congressional Budget Submission.

€ Includes infrastructure investments designed to address the long-term needs of the
Northwest and to refiect significant changes affecting BPA's power and transmission markets.

“ The Power Business Line includes Fish and Wildlife, Conservation & Energy Efficiency,
and Associated Project costs in the Performance Summaries, and which appear separately in this table.

® Includes short-term purchase power contract estimates for meeting load requirements.

"Includes $26 miliion Tenaska reimbursement payment for FY 2001,
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Bonneville Power Administration

Overview of Detailed Program Justifications

Bonnewille’s detailed justification summaries that follow present budget requirements of budget
line items (BLI) on the basis of accrued expenditures. Accrued expenditure is the basis of
presenting Bonneville’s program funding levels in the power and transmission rate making
processes, and the basis upon which Bonneville managers control their resources to provide
products and services. Accrued expenditures relate costs to performance. Traditional budget
obligation requirements for Bonneville's budget are shown on the Program and Performance
Schedule prepared in accord with OMB Circular A-11.

The FY 2003 budget and these performance summaries reflect Bonneville’s business line basis
for utility enterprise activitics. Bonneville’s major areas of activity on a consolidated budget
and accounting basis include Power and Transmission. The Power business line includes line
items for Fish and Wildlife, Conservation and Energy Efficiency, Residential Exchange,
Associated Projects O&M Costs and Planning Council. Environmental activities are shown in
the relevant business line, and in accord with OMB Circular A-11 guidance for revolving funds,
reimbursable costs are incorporated within the associated business lines. All programs funded in
advance will be fully funded by benefiting entities. Bonneville's interest expenses, pension and
post-retirement benefits, and capital transfers to the Treasury are shown by program.

The first section of performance summaries, Capital Investments, includes accrued expenditures
for investments in electric utility and general plant associated with the FCRPS generation and
transmission services, conservation and energy efficiency services, fish and wildlife, and capital
equipment. These capital investments will require budget obligations and new borrowing
authority of $631 million in FY 2003.

The forecasted capital funding levels for fiscal years 2001 and beyond have undergone an
extensive internal review as a result of implementation of a capital asset management strategy.
Consistent with the regional Cost Review Management Committee recommendations, this”
strategy encompasses prioritizing capital projects to be funded based on risk and other factors.
Establishing this review process helps Bonneville in its efforts to compete in the deregulated
energy market. Bonneville will continue to work with the Corps and the Bureau to optimize the
best mix of projects.

In addition to implementation of a capital asset management strategy, Bonneville embarked in
1998 on an effort to improve its capital investment decision-making process. This effort resulted
in a revised capital investment review process that provides significant benefits to Bonneville by
both improving direction on what the FCRPS invests in (tying investments more closely to
agency strategy) and by improving how those investments are made (better analysis and review
of capital investments and their alternatives). As part of this process Bonneville established a
Cross-Agency Capital Allocation Board (Board). The FY 2003 capital funding levels are based
on Board decisions after extensive review. BPA will continue its efforts to refine and
implement the revised capital investment review process to improve the value provided.

BPA/Program Mission FY 2003 OMB Budget
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Bonneville’s second section of the performance summaries, entitled Annual Operating
Expenses, includes accrued expenditures for business line and program activities financed by
power sales and transmission services revenues and projects funded in advance. For FY 2003,
budget expense obligations are estimated at $3,031 million. The total program requirements of
all Bonneville programs include estimated budget obligations of $3,687 million in FY 2003.

BPA/Program Mission FY 2003 OMB Budget
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Power Business Line - Capital

Mission Supporting Goals and Objectives

Associated Project Costs provide for direct funding of additions, improvements and replacements
of existing Bureau of Reclamation (Bureau), and U.S. Army Corps of Engineers (Corps)
hydroelectric projects in the Pacific Northwest. The Bureau and Corps provide power production,
which is marketed by Bonneville, and invest in additions, improvements, and replacements that
provide for increased performance and availability of generating units.

Maintaining the availability and increasing the efficiency of the FCRPS is critical to ensuring the
region has an adequate, reliable and low-cost power system. The FCRPS represents about 80%
of BPA’s power supply, and is composed of 30 Federal hydro projects with over 200 generating
units. These projects have an average age of just over 45 years, with some that exceed 60 years
of age. Through direct funding, and the close cooperation of the Corps and Bureau, Bonneville
uses its borrowing authority to make investments needed to restore generation availability and
improve efficiency, eliminating demand on Corps and Bureau appropriations for power-related
investments. Since the beginning of direct funding, Bonneville has significantly improved system
performance - generation availability is up to 89 percent as of last year. In 1999, at the direction
of Congress, BPA issued a report that it soon began to implement calied the ** Asset Management
Strategy for the FCRPS.” This report concluded that BPA needs to invest nearly $1 billion in the
projects over the next 12 ~15 years. Without these investments, that are focused on restoring and
maintaining the reliability of the system, history indicates that unit availability may decline at a rate
of about 1.5% per year. Supplementary analysis, and experience with the systemn, has revealed
additional investment needs above and beyond the levels originally planned under the Asset
Management Strategy for the next two five-year periods.

These planned investments, included in these FY 2003 budget’s funding estimates, will increase
the output of the FCRPS. Moving forward with these cost-effective opportunities to expand the
generation capability of the Federal system is a smart economic and environmental decision
compared to purchasing power from the market to serve Pacific Northwest electricity needs.

The Fish and Wildlife program provides for the protection, enhancement and mitigation of
Columbia River Basin fish and wildlife, due to losses attributed to the development and operation
of hydroelectric projects on the Columbia River and its tributaries, pursuant to Section 4(h) of the
Northwest Power Act. BPA satisfies a major portion of its fish and wildlife responsibilities and
reduces the Admiistrator’s obligation under the Northwest Power Act by funding projects and
activities designed to be consistent with the Planning Council’s Fish and Wildlife Program. BPA
is also mandated to implement measures called for under the Endangered Species Act. These
measures are part of the Biological Opinions {BOs) issued by the NMFS and the USFWS,
regarding the operations of the Federal Columbia River hydro system.

Fish and Wildlife program estimates reflect, and are consistent with, the fish and wildlife budget
agreement announced by the Administration in October 1995 and the Memorandum of Agreement

BPA/Power Business Line - Capital FY 2603 OMB
Budget

24



of September 1996 that calls for Bonneville fish and wildlife funding of $252 million per year and
operations estimated to result in lost revenues and purchased power costs of $90-$280 million per
year for the period FY 1996 through FY 2001.

Bonnevilie has been working with Columbia Basin tribes, state and Federal agencies, and public
interest groups to develop an expected range for Bonneville’s fish and wildlife costs for FY's
2002-2006. As of July 2001 the total estimated annual average financial impact on Bonneville for
the region’s fish and wildlife programs ranges from $438 million to over $724 million per year.
This range of costs was used to develop the power rate proposal for FYs 2002 — 2006. Final
decisions on overall regional fish and wildlife costs and the schedule for program implementation
have not been made; however, Bonneville’s costs are expected to be within the range described
above.

Bonneville’s fish and wildlife capital program is directed at activities that increase numbers of
Columbia River Basin fish and wildlife resources including projects designed to increase juvenile
and adult fish passage in tributaries and at mainstream dams, increase fish production and survival
through construction of hatchery and acclimation facilities, fish monitoring facilities and fish
habitat enhancement. Funding is also included for pre-engineering design and studies for new and
developing projects. The priority for capital project funding will focus first on implementing the
reasonable and prudent alternatives contained in the NMFS and USFWS Biological Opinions, and
second on implementing the Planning Council’s Fish and Wildlife Program. A current goal of the
Planning Council, and one supported by Bonneville, is that projects funded under both
Bonneville’s direct program as well as the reimbursable and capital investment components of the
other Federal agencies will be reviewed and prioritized as part of a regional planning initiative
process.

The FY 1997 Energy and Water Appropriations bill added section 4(h)(10)(D) to the Northwest
Power Act, directing the Power Council to appoint a Scientific Review Panel “to review projects
proposed to be funded through that portion of Bonneville Power Administration’s fish and
wildlife budget that implements the Council’s fish and wildlife program.” And, “. .. in making its
recommendations to BPA, the Council shall consider the impact of ocean conditions on fish and
wildlife populations; and shall determine whether the projects employ cost effective measures to
achieve program objectives.” Consequently, projects funded under Bonneville’s direct program
will be reviewed and prioritized as part of the Planning Council’s initiative process. The
Conference Report on the FY 1999 Energy and Water Development Appropriations bill included
a new assignment for the Independent Scientific Review Panel (ISRP) and the Planning Council.
The ISRP was to review the fish and wildlife projects, programs, or measures included in Federal
agency budgets that are reimbursed by Bonneville and to make funding recommendations to
Congress. The ISRP was directed to determine whether the proposals are consistent with the
scientific criteria in the Northwest Power Act as amended in 1996, and provide a report to the
Council by April 1 of each year. The Council, in turn, must report to the Congress annually by
May 15.

When acquiring resources to meet planned future loads, the NW Power Act requires the
Administrator to first consider and acquire resources through cost effective conservation to

BPA/Power Business Line - Capital FY 2003 OMB
Budget

25



reduce load that the Administrator determines are consistent with the NW Power Planning
Council’s Power Plan. The Council's next Power Plan specifies BPA's share of the regional, cost
effective conservation target will be about 220 aMW by 2006. In addition, the Council’s Plan
further estimates that BPA’s target will be another 250 aMW of conservation in the 2007 to 2011
period. BPA anticipates that between 100 and 225 aMW of this amount will be acquired under its
augmentation strategy using BPA treasury borrowing authority.

Conservation is key to the recent effort to reduce BPA’s power delivery obligations as a way of
limiting the impact of volatile and high market priceS on BPA’s rates. With the current demand
for FCRPS resources exceeding supply, BPA is augmenting the system to meet the obligations
from customers signing subscription contracts. Conservation is an important part of BPA's
augmentation portfolio. A diverse portfolio of resources that includes conservation provides a
more reliable approach to meeting BPA’s load obligations.

Long-term investments in energy efficiency help buffer the FCRPS against future resource
uncertainties. During periods of price volatility, conservation also helps reduce financial risk
assoctated with relying on the market for energy purchases in the future, because it keeps
producing at the original cost incurred.

Bonneville also is exploring how best to integrate demand-side management, distributed

generation, and other leading edge technologies into its resource portfolio through its Energy
Web program.

BPA/Power Business Line - Capital FY 2003 OMB
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Funding Schedule
(Accrued Expenditures)

{dollars in thousands)
L FY2001 | FY 2002 | FY 2003 |$ Change | % Change |

Associated Project Costs .. . ... ... ... 70,000 105,000 117,000  +12,000 11.4%
Fish & Wildlife . .. ................. 27,000 34,700 38,300 +3,600 10.4%
éonservation & Energy Efficiency . . .. .. o 26,000 42,200  +16,200 62.3%
;Fotal, Power Business Line - Capital . . . 97,000 165,700 197,500  +31,800 19.2%

Detailed Program Justification

(dollars in thousands)
| FY 2001 | FY 2002 [ FY 2003 |

Associated ProjectCosts . . . . . ... ....... 70,000 105,000 117,000

Work with both the Corps and the Bureau to reach mutual agreement on those capital improvement
projects that need to be budgeted and scheduled, are cost effective and are of mutual benefit to
provide system or site specific enhancements, increase reliability, and efficiencies. These types of
projects are in line with the DOE Strategic Objective ER-4 and associated PMA Program Strategic
Performance and Goals as discussed earlier in this budget. It likewise supports several power
performance objectives and targets.

The work is focused on improving the reliability of the FCRPS, increasing its generation efficiency
through turbine runner replacements and optimization of hydro facility operation, development of
new generation at existing Federal hydro sites, and small capital reimbursements associated with
routine maintenance activities. In addition, limited investments may be made in joint use facilities
that are beneficial to the FCRPS and its operation.

s Corps of Engineers (known projects to date):

FY 2001: Continued work on Power System Reliability Improvement. Continued rewedging at
Bonneville, Continued refurbishment/replacement of head gates and gantry crane at Bonneville.
Continued development of main unit and station service breaker replacement program.
Continued Ice Harbor exciter replacement. Continued rewedging at Little Goose. Continued
work on oil/water separators at Lower Snake River projects. Continued work on replacing
main unit annunciation at Chief Joseph. Started replacement of DC power supplies at John Day
and The Dalles. Continued evatuation of new turbine runners at McNary. Continued hydro
optimization investigations system wide.

BPA/Power Business Line - Capital FY 2003 OMB
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(dollars in thousands)
L FY 2001 | FY 2002 | FY 2003 ]

FY 2002: Continue work on Power System Reliability Improvements. Continue
refurbishment/replacement of head gates and gantry crane at Bonneville. Continue rewedging at
Bonrneville. Begin main unit and station service breaker replacements at selected projects.
Complete Ice Harbor exciter replacement. Continue work on oil/water separators at Lower
Snake River projects. Complete work on replacing main unit annunciation at Chief Joseph.
Complete replacement of DC power supplies at John Day and The Dalles. Select a prototype
turbine runner for McNary. Continue hydro optimization investigations system wide. Test
prototype replacement governors at The Dalles. Complete design for Cougar modernization.
Continue exciter replacements at John Day. Install battery system at McNary. Plus a variety of
smaller continuing or new investments.

FY 2003: Complete work on Power System Reliability Improvements. Continue
refurbishment/replacement of head gates and gantry crane at Bonneville. Continue rewedging at
Bonneville. Continue main unit and station service breaker replacements at selected projects.
Continue work on oil/water separators at Lower Snake River projects. Continue with turbine
runner replacement and modernization at McNary. Continue hydro optimization investigations
system wide. Begin replacement governors at selected projects. Begin Cougar modernization.
Continue exciter replacements at John Day. Continue with 480-volt distribution replacement at
Chief Joseph. Purchase replacement generator winding for Lower Granite. Plus a variety of
smaller continuing or new investments.

= Bureau of Reclamation (known projects to date):

FY 2001: Continued Grand Coulee transformer replacements. Continued Grand Coulee runner
replacements. Continued Grand Coulee repairs associated with station service fire. Completed
Grand Coulee and Hungry Horse CO2 replacements. Continued elevator rehabilitations at
Grand Coulee. Started breaker replacement at Grand Coulee and other projects. Completed
Hungry Horse energy efficiency upgrades. Completed Anderson Ranch transformer
replacements. Continued Grand Coulee pump-generator circuit addition and transformer
replacement.

FY 2002: Complete Grand Coulee transformer replacements. Continue Grand Coulee runner
replacements. Continue Grand Coulee repairs associated with station service fire. Continue
elevator rehabilitations at Grand Coulee. Continue breaker replacement at Grand Coulee and
other projects. Continue Grand Coulee pump-generator circuit addition and transformer
replacement. Continue with Hungry Horse life-safety modifications. Plus a variety of smaller
continuing or new investments.

BPA/Power Business Line - Capital FY 2003 OMB
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(dollars in thousands)
| FY 2001 | FY 2002 | FY 2003 |

FY2003: Continue Grand Coulee runner replacements. Complete Grand Coulee repairs
associated with station service fire. Continue elevator rehabilitations at Grand Coulee.
Continue breaker replacement at Grand Coulee and other projects. Continue Grand Coulee
pump-generator circuit addition and transformer replacement. Continue with Hungry Horse
life-safety modifications. Purchase spare winding for Grand Coulee. Plus a variety of smaller
continuing or new investments,

FishandWildlife. . . ... .. .,........... 27,000 34,700 38,300

Although the regional prioritization process and independent scientific review for projects to be
recommended for funding in FY 2002 is not yet complete, and is not expected to be compieted
until late FY 2001, the following projects are candidates for capital funding. It is BPA’s intention
to proceed with design and construction of those projects from this list that are recommended for-
funding within the available budget. The costs indicated are preliminary estimates only and actual
costs may be greater or lower than those estimates depending on final design and construction
COosts.

It should also be noted that independent Biological Opinions (BO) from the NMFS and the
USFWS were issued in December 2000. Subsequent to their review and thorough analysis, Fish
and Wildlife costs could escalate significantly in future years.

FY 2001-2003 efforts include continued implementation of high priority Endangered Species Act
related projects and activities associated with the FY 2000 FCRPS, NMFS, and USFWS Biological
Opinions. Projects may include a Hatchery Safety Net Program for up to ten ESA listed salmon
and steelhead populations if determined to be necessary by formulation of Hatchery Genetic
Management Plans and Genetic Risk Analyses. Implementation of reforms to hatchery programs
may also be warranted as information on the types of changes to these facilities are established and
priorities for sequencing implementation are developed through the Council’s Artificial Production
Review Committee.

= Anadromous fish supplementation facilities in the Yakima River Basin and Upper Snake River
Basin include the following projects:

- Mid-Columbia Coho Salmon Restoration. Based on Planning Council approval in FY
2000 for continued project implementation using the Hatchery and Genetics Management
Plan. Continue feasibility studies for reintroduction of Coho in the Wenatchee and
Methow Rivers. Determine feasibility of design and construction alternatives for Coho
adult collection in addition to rearing and acclimation.

BPA/Power Business Line - Capital FY 2003 OMB
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(dollars in thousands)

{ FY 2001 | FY 2002 | FY 2003 |
- The Yakima River Fall Chinook supplementation along the Yakima River near Yakima,
Washington, is for the design and construction of fish rearing, acclimation, and adult
collection facilities on the lower Yakima River and Marion Drain irrigation return canal.
The design and construction is expected to continue. These activities will occur near the
cities of Yakima and Prosser, Washington.

- Yakima River Coho Restoration. The purpose of this project is to determine the
feasibility, design, and construction of acclimation sites in the Yakima River at various
locations. This project may include producing Coho as part of the Yakama Nation’s salmon
enhancement program. The design and construction is expected to continue.

A long-range goal of the Yakama Nation is to see the return of naturally spawning Coho
back to the Yakima River.

- Yakima River Spring Chinook Supplementation Facility, located in Cle Elum,
Washington. This project is for the construction of an interpretive building for public
education and for the design and construction of a monitoring and evaluation building for
use by project biologists.

- Johnson Creek Summer Chinook Salmon restoration in South Fork Saimon Basin of
Idaho is to develop, construct, and implement facilities for adult collection and holding,
Juvenile rearing, and acclimation. The design and construction is expected to continue.

- The Upper Snake River Spring Chinook captive brood stock program includes juvenile
fish acclimation sites and adult collection facilities located within the Grande Ronde River
Basin in Northeast Oregon and captive Broodstock hatchery rearing facilities located at the
Bonneville Dam site hatchery in Oregon and at the NMFS research station, Manchester,
Washington. Also includes the potential initiation of the Northeast Oregon Hatchery
Master Plan. This project, as a measure in the Planning Council’s Fish & Wildlife Program,
would identify and develop artificial propagation facilities to protect and enhance salmon
and steelhead native to the Imnaha, Grande Ronde and Walla Walla River Basins.

- Upper Snake River Spring Chinook Salmon captive Broodstock acclimation and adult
collection facilities will be located on the Upper Grande Ronde River near La Grande,
Oregon, on the Catherine Creek near Union, Oregon, and on the Lostine River near
Enterprise, Oregon. The design and construction is expected to continue.

BPA/Power Business Line - Capital FY 2003 OMB
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(dollars in thousands)

| FY 2001 | FY 2002 [ FY 2003 |

»  The resident trout fish culture facility in Southeast Idaho or the Snake River Resident Fish
Production Facility will be located near Pocatello, Idaho. The purpose of this facility is for
resident fish production as a substitute for the loss of anadromous fish due to the construction
and operation of the FCRPS. This facility is intended to provide a supply of various species of
trout for residents of the Duck Valley Indian Reservation, Nevada, and the Fort Hall Indian
Reservation, 1daho. The facility involves the purchase of an existing hatchery facility and
construction upgrades. The design and construction is expected to continue.

- Construction on the Yakima River hatcheries. The design and construction is expected to
continue.

- Construction on the Umatilla River Hatchery Supplementation Facility. The design and
construction is expected to continue.

- Construction on the Yakima Screens Facilities Phase I1. The design and construction is
expected to continue.

- Nez Perce Hatchery. The design and construction is expected to continue.

- Nez Perce Tribe Resident Fish Substitution Program. The purpose of this program is

to increase fish harvest opportunities to mitigate partially for anadromous and resident
fish losses incurred as a result of the construction and operation of Dworshak Dam on the
North Fork Clearwater River. The National Environmental Policy Act (NEPA) process
and subsequent preliminary design process are on hold pending further scientific review.
Once initiated, it is expected that the design and construction continue.

- Coeur D’Alene Tribe Trout Production Facility. The purpose of this facility is to produce
fish in support of on-going Couer D’ Alene Tribal fisheries enhancement projects. Target
species include Westslope cutthroat trout, Bull trout and Rainbow trout. The design and
construction is expected to continue.

- Construct habitat improvement passage projects and small irrigation screening projects
including development and enhancement of model watersheds. The design and construction
is expected to continue.

- Continue implementation of high priority Endangered Species Act related projects, and
activities associated with the USFWS BO and the NMFS BO.

- Continue acquisition and instaflation of Adult Pit tag monitors at selected Federal dams in
Snake and lower Columbia rivers. The design and construction is expected to continue.

Conservation and Energy Efficiency. . , . ... .. 0 26,000 42,200
BPA/Power Business Line - Capital FY 2003 OMB
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(dollars in thousands)
[ FY 2001 | FY 2002 | FY 2003 |

The Conservation Augmentation (ConAug) program offers several ways for customers to
participate in regional conservation. ConAug program components include: (1) request for
Interest in Reducing Load Through Conservation (IRLC), which will result in customer proposals
to conserve energy through residential weatherization, commercial lighting and HVAC, industrial
processes and lighting, and irrigated agriculture; (2) residential compact fluorescent lighting;

(3) “ Vending MiSer”, a program to reduce energy use in regional refrigerated vending machines;
(4) Federal “Quick Start,” a program to help Federal installations in the region reduce energy use;
and (5) several other initiatives still in the design stage.

The Energy Web, a program advancing innovation and deployment of new energy technologies,

will: (1) provide benefit to the Pacific Northwest; (2) promote standards and technology

development deployment to achieve business benefits for BPA and its customers; and (3) promote

the ““Green” aspects of the Energy Web. Implications of participation in Energy Web development

include:

* Duversification of BPA risk hedges to include physical alternatives such as demand reductions
and peak generation.

*  Demonstration of potential to reduce peak loads and transmission needs.

= Clarification of location benefits associated with peak load reduction, power and system
reliability, power quality, and avoiding greenhouse gas production.

= Participating in an EPRI initiative, which will leverage BPA funding by promoting additional
program development.

Total Power Business Line — Capital .. ............... 97,000 165,700 197,500
BPA/Power Business Line - Capital FY 2003 OMB
Budget
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Explanation of Funding Changes From FY 2002 to FY 2003

FY 2003
Vs.
FY 2002
$000

Associated Project Costs
= Increase due to continuing power system reliability Improvements. . . . .. . +12,000
Fish and Wildlife

® Increase due to implementation of additional requirements in the most recent
BOs. .. .. e +3’600

Conservation and Energy Efficiency
s Increase reflects promotion of energy conservation in lieu of generating +16,200
resource purchases . . ... .. ... .. .. . e

Total Funding Change, Power Business Line - Capital ............ ... .. +31,800
BPA/Power Business Line - Capital FY 2003 OMB
Budget
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Transmission Business Line - Capital

Mission Supporting Goals and Objectives

The Transmission Business Line (TBL) provides for all additions, upgrades, and replacements to
the Federal transmission system in the Pacific Northwest, allowing reliable service to be
provided to Northwest industrial users and utility customers. The transmnission system also
allows for the sale and exchange of power to and from the region.

TBL plans to make significant improvements and additions to the system over the next five years
to assure reliable transmission to the Northwest. These improvements and additions will bring
the Federal transmission system into compliance with national reliability standards, allow for
interconnection of needed new generation, remove constraints that limit economic trade, remove
constraints that limit the ability to maintain the system, and replace aging equipment. No major
transmission projects have been built since 1987. Only incremental additions have been built into
the system over the years, but it is stretched to the limit. Approximately 30,000 MW of
generation are potentially being sited in the Northwest. The Transmission System will become
even more stressed with the addition of generation if nothing is done to reinforce the existing
network. The map on the following page shows the constrained paths in the Northwest region.

The first phase of BPA’s infrastructure addition consists of the following major projects:

(1) Puget Sound Area Additions; (2) North of Hanford/North of John Day; (3) West of McNary;
(4) Starbuck Generation; (5) Lo Mo & McNary Area Generation (Phase II); (6} Cross Cascades
North; (7) Celilo Modernization; (8) I-5 Corridor Generation Additions; (9) Spokane Area and
Western Montana Generation Additions. These projects are further described below.

This plan also assumes that some generators will integrate their load onto the Federal system.
Depending on which generators site and the project locations: between 8000 to 12000 MW can
be integrated with the completion of these additions and improvements. The benefits will
include relief from crippling congestion, as well as adding a little margin back into the grid. This
additional margin will be used to facilitate a competitive market, to meet regional load during
outages, to move power to meet changing loads, to perform mainteriance without harming the
market, and allow the RTO to start without the regional grid heavily congested.

The system replacement plan is to replace high-risk, obsolete, and maintenance-intensive
facilities and equipment and to reduce catastrophic equipment failure by: 1) replacing high
voltage transformers and power circuit breakers which are at or near the end of their useful life;
2) replacing risky, outdated and obsolete control and communications equipment; and

3) replacing all other existing high-risk equipment and facilities affecting the safety and
reliability of the transmission system.

BPA will continue to fund fiber optic communications on those projects needed to meet its
projected operational needs. To the extent that these investments create temporary periods of
excess fiber optic capacity, such capacity can be made available to telecommunications providers
and to non-profits to meet rural and other needs in BPA's service area. BPA’s investments in

BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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fiber optics, including the role of the private sector in building fiber optic networks, is consiste
with the “Fiber Optic Cable Plan” submitted to Congress on May 24, 2000, accompanying the
FY 2000 Energy and Water Development Appropriations Act.

Funding Schedule
(Accrued Expenditures)

{doltars in thousands)

nt

[ FY2001 [ FY2002 | FY2003 [$ Change | % Change |

MainGrid .......................... 29,300 132,700 299,700 +167,000 125.8%
Area & Customer Services . . ........... 27,400 33,700 6,700 -27,000 -80.1%
Upgrades & Additions . ............. ... 58,800 49,700 26,400 -23,300 -46.9%
Systemn Replacements . .. ...... ... . ... 72,200 82,900 72,700 -10,200 -12.3%
Projects FundedinAdvance . ........... 20,000 25,000 25,000 0 0.00%
Total, Trans Business Line - Capital 207,700 324,000 430,500 +106,500 32.9%

Detailed Program Justification

(dollars in thousands)

| FY 2001 i FY 2002J FY 200

3]

Main Grid . . ..o 29300 132,700 299,700

Strategic objectives: Bonneville's strategic objectives for main grid projects are to provide:
voltage support; provide a reliable transmission system for open access per FERC criteria;
provide for relief of transmission system congestion; and to assure compliance with NERC,
Western Systems Coordinating Council (WSCC) and BPA reliability standards. During this
budgeting period, projects are planned that will provide voltage support to major load areas
that are primarily west of the Cascade mountains, and to provide for transmission access for

new generation projects to the load center. Minor reinforcements in the Portland, OR/Seattle,

WA corridor are also planned.

BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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(dollars in thousands)
| FY 2001 1 FY 2002 | FY 2003 ]

» FY 2001: (1) Completed planning studies and beginning of design and material
acquisition for the Schultz 500kV series capacitors; (2) Completed the design for the
Raver-Paul 500kV outage relief via RAS modifications; (3) Completed planning and
began design for a new line from McNary to John Day Substations in lieu of the proposed
tap line from McNary to the Ashe-Marion 500kV line, that is required to provide firm
transmission service to new generators near McNary and Lower Monumental arca; (4)
Completed planning studies for the West of Hatwai transmission problems resulting in a
proposed new Bell-Grand Coulee 500KV line; (5) Continued planning studies to correct
the PNW-Idaho transmission capacity problems, including negotiations with Pacific Corp.
and Idaho Power; (6) Completed the first phase of planning studies to comply with the N-
2 outage criteria; (7) Continued required studies for the Northern Intertie and Puget
Sound load growth, resulting in a new 500/230kV transformer addition at SnoKing
Substation and a proposed second Echo Lake-Monroe 500kV line to enable BPA to meet
the Canadian Treaty obligation and serve load in the Puget Sound Area; (8) Completed
studies and began design for a new Schultz-Blackrock area 500kV line in lieu of the
proposed Hanford-Schultz 500kV line, to eliminate transmission capacity problems north
of Hanford; (9) Completed studies for the retermination of the Raver end of the Schuitz-
Raver 500kV line into Echo Lake, which requires 9 miles of a new 500kV line to improve
the load serving capability into the Puget Sound area; (10) Completed studies for the
integration of new generation in the north of McNary area, resulting in proposed new
500KV lines between Starbuck and Lower Monumental Substations and between Wallula
and McNary Substations per open access policies. (11) Continued planning studies to
identify other system reactive needs to mitigate unacceptable low or high voltage
problems and other system additions.

® FY 2002: (1) Complete environmental studies and begin design for the west of McNary
Area reinforcement (new McNary-John Day 500kV line) to integrate new generation
resources; (2) Begin design for the addition of a second 500/230kV transformer at Pearl
Substation; (3) Finalize planning studies and begin design for the West of Hatwai (Bell-.
Grand Coulee 500kV line and 500kV series capacitor additions at Bell and Dworshak
Substations) transmission problems; (4) Continue planning studies and design to comply
with the N-2 outage criteria; (5) Continue planning studies to identify other system
reactive needs to mitigate unacceptable low or high voltage problems and other system
additions; (6) Continue planning studies to identify system to improve infrastructure
additions.

» FY 2003: (1) Continue planning studies for the integration of new generation facilities;
(2) Continue planning studies to identify the system additions to solve the transmission
system capacity congestion; (3) Continue planning studies and design to comply with the
N-2 outage criteria; (4) Continue planning studies to identify other system reactive needs
to mitigate unacceptable low or high voltage problems and other system additions; (5)
Continue planning studies to identify infrastructure additions.

BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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(dollars in thousands)
| FY 2001 | FY 2002 [ FY 2003}

Area & Customer Services ...............c..o.... .. 27,400 33,700 6,700

Area and Customer service projects assure that Bonneville meets the reliability standards and
the contractual obligations we have to our customers for serving load growth.

® FY 2001: (1) Continued design, material acquisition and began construction to replace the
cable and upgrade support and maintain reliability for the San Juan area in NW
Washington; (2) Continued design, material acquisition and began construction on the
Shelton-Kitsap line rebuild to double circuit to provide voltage stability and prevent
transformer and line overloads in the Kitsap area, (3) Continued studying the needs for
reinforcements for the Southwestern Oregon Coast Project to maintain reliability in the
Southwest Oregon Area; (4) Discontinued design and construction of the Custer-Intalco
contractual obligations and provide reliability to the Snohomish, Washington area; (5)
Continued preliminary engineering and design for miscellaneous facilities required to
meet contractual obligations and maintain reliable service for the BPA service area.

® FY 2002: (1) Complete design, material acquisition and begin construction on the Shelton

Kitsap line rebuild to double circuit to provide voltage stability and prevent transformer
and line overloads in the Kitsap area; (2) Complete design, material acquisition and
construction to replace the cable and upgrade support and maintain rekiability for the San
Juan area in NW Washington; (3) Continue studying the need for reinforcements for the
Southwestern Oregon Coast Project to maintain reliability in the Southwest Oregon Area;
(4) Continue preliminary engineering and design for miscellaneous facilities required to
meet contractual obligations and maintain reliable service for the BPA scrvice area.

® FY 2003: (1) Continue design and begin material acquisition and construction for
reinforcements for the Southwestern Oregon Coast Project to maintain reliability in the
Southwest Oregon Area; (2) Continue preliminary engineering and design for
miscellaneous facilities required to meet contractual obligations and maintain reliable
service for the BPA service area,

Upgrades and Additions ......... ... ..... .. .. 58,800 46,700 26,400

BP A/Transmission Bustness Line - Capital FY 2003 OMB Budget
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(dollars in thousands)
[ FY 2001 | FY 2002 | FY 2003 ]

Replacing older communications and controls with newer technology including fiber optics in
order to maintain or enhance the capabilities of the transmission system. During this budget
period, BPA will complete design, material acquisition, construction and activation of several
fiber optics facilities to provide bandwidth capacity and high-speed data transfers to
eventually replace microwave analog radios, which are becoming technologically obsolete
and nearing the end of their useful life. Temporarily, in some areas excess fiber capacity is
being offered for a term to telecommunications providers and public entities such as public
utilities, schools, libraries, and hospitals providing them access to high-speed
telecommunication services as a public benefit.

® FY 2001: (1) Continue completion of the Noxon to Kalispell section of the Noxon-Hot
Springs 200 mile fiber optic project. This is part of the communications upgrade in
Western Montana to replace aging analog radio systems and enhance control and
communications to improve system reliability; (2) Completed the installation of fiber
optic terminal equipment and switching of operational circuits onto the fiber at various
BPA substations; (3) Completed design and material acquisition of fiber optic projects as
a continuation of the overall upgrade to the operational telecommunication system; (4)
Completed design, material acquisition and construction of microwave, digital radio
system upgrades that are critical for the overall upgrade to the operational
telecommunication system; (5) Completed additional efforts to separate Transmission
from the Power scheduling function; (6) Continued planning, design, material acquisition,
and construction of various system additions and upgrades necessary to maintain a reliable
system for the BPA service area.

BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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(dollars in thousands)
| FY2001| FY2002{ FY 2003 |

®  FY 2002: (1) Complete design, material acquisition, and construction of 35 miles of fiber
optic cable from Flathead Substation to Libby Substation and Libby Powerhouse; (2)
Complete construction of the Kalispell to Hot Springs section of the Noxon-Hot Springs
200 mile fiber optic project; (3) Design, material acquisition and construction of 10 miles
of fiber optic cable and terminations between Longview and Allston. This is part of the
long range plans to implement reliable digital communications on the 500 kV main grid
which also allows for more efficient interconnection of any new generation projects;
(4) Continued design, material acquisition and construction of 37 miles of fiber optic cable
and terminations between Custer and Intalco. This is part of the overall replacement of
analog communications and which will become part of the Northern Intertie fiber loop
that will provide reliable communications between western Canada and the US;
(5) Continued design, material acquisition and construction of 97 miles of fiber optic
cable and terminations between Bell and Taft. This is part of the overall upgrade of the
backbone analog communications on the main grid. (6) Continue the installation of fiber
optic terminal equipment and switching of operational circuits onto the fiber at BPA
substations; {7) The 12 mile fiber optic cable between Raver and Echo Lake was re-
scheduled into 2 phases. In FY 2002 Phase 1 of the design and material acquisition will
continue; (8) Complete design, material acquisition, and construction of fiber optics
projects to continue the improvement of the operational telecommunication system;
(9) Complete design, material acquisition and construction of critical microwave, digital
radio system with particular emphasis on the Montana area; (10} Complete additional
efforts to separate Transmission from the Power Scheduling functions at the Dittmer and
Munro Control Center; (11) Continue planning, design, material acquisition and
construction of various system additions and upgrades necessary to maintain a reliable
system for the BPA service area.

® FY 2003: (1) Complete material acquisition and construction of the 12 mile fiber optic
cable on the Raver-Echo Lake 500 kV line, Phase 2 of this project; (2) As part of the
overall effort to upgrade the analog system and provide a more reliable backbone
communication system - design, acquire material and construct 33 miles of fiber optic
cable and terminations from Covington to Maple Valley to Echo lake, 45 miles from Echo
lake to Monroe to Snohomish, 68 miles from Snohomish to Bellingham, 8 miles from
Bellingham to BC Hydro's system, 112 miles from Alvey to Marion to Pearl and 45 miles
from Pearl to Ostrander to Troutdale. The connections from Covington to BC Hydro's
system is what was referred to as the Covington to Blaine project that was previously
deferred; (3) Continue design, material acquisition and construction of fiber projects and
digital radio systemn upgrades to improve the operational telecommunication system and to
meet rural needs; (4) Continue efforts to replace and upgrade operational and business
tools at the control centers; (5) Continue planning, design, material acquisition and
construction of various system additions and upgrades necessary to maintain a reliable
system for the BPA service area.

System Replacements . . .. ... .. .......... . ....... 72,200 82,900 72,700

Non-Electric Replacements:
BPA/Transmission Business Line - Capital FY 2003 OMB Budget



{dollars in thousands)
| FY 2001 | FY 2002 l FY 2003]

" FY 2001: (1} Completed various maintenance building and control house roof
replacements; (2) Completed seismic upgrades to buildings; (3) Completed various High
Voltage Alternating Current (HVAC) replacements; (4) Completed various necessary non-
electrical replacements based on RCR implementation; (5) Completed other non-electric
replacements as required.

= FY 2002: (1) Complete various maintenance building and control house roof
replacements; (2) Complete seismic upgrades to buildings; (3) Complete various HVAC
replacements; (4) Complete other non-electric replacements as necessary; (5) Begin
design activities, material acquisition, and construction for the new Access Road Program,
a prioritized effort to upgrade aging access roads to critical transmission lines; (6) Begin
preliminary design and permitting process for the new Transmission Business Line office
building at the Ross Complex.

= FY 2003: (1) Complete various maintenance building and control house roof
replacements; (2) Complete seismic upgrades to buildings; (3) Complete various HVAC
replacements; (4) Complete other non-electric replacements as necessary; (5) Continue
the design, material acquisition, and construction for the Access Road Program; (6)
Complete design and construction documents and begin construction for the new
Transmission Business Line office building at the Ross Complex.

Electric Replacements;

All electrical replacements were accomplished to maintain a reliable electrical system at the
least cost by strategically replacing critical items.

® FY 2001: (1) Completed design, material acquisition, and construction of PCB-
contaminated capacitor replacement at various locations; (2) Compieted design, material
acquisition, and construction of system protection and control equipment replacements
and replacement of other substation and line facilities as needed to maintain reliability
using RCR criteria. Such replacements include relays, annunciators, oscillographs, various
types of communication related equipment and Supervisory Control And Data Acquisition
{SCADA) equipment; (3) Replaced critical, operational tools and systems at the Dittmer
and Munro Control Centers; (4) Continued replacing deteriorating wood pole
transmission line structures.

BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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(dollars in thousands)
| FY 2001 | FY 2002 | FY 2003}

" FY 2002: (1) Complete design, material acquisition, and construction of PCB-
contaminated capacitor replacement at various locations; (2) Continue design, material
acquisition, and construction of system protection and control equipment replacements,
and replacement of other substation and line facilities as needed to maintain reliability
using RCR criteria. Such replacements include relays, annunciators, oscillographs,
various types of communication related equipment and SCADA equipment; 3) Start
design and matenial acquisition of the replacement of aging control systems at the Celilo
Converter Station necessary to continue operation of 3100 MW of DC transmission
capability; (4) Continue replacing critical, operational tools and systems at the Dittmer
and Munro Control Centers; (5) Continue replacing deteriorating wood pole transmission
line structures.

® FY 2003: (1) Continue design, material acquisition, and construction of system protection
and control equipment replacements and replacement of other substation and line facilities
as needed to maintain reliability using RCR criteria. Such replacements include relays,
annunciators, oscillographs, various types of communication related equipment and
SCADA equipment; (2) Continue design and start construction of the replacement of
aging control systems at the Celilo Converter Station necessary to continue operation of
3100 MW of DC transmission capability ; (3) Continue replacing critical, operational
tools and systems at the Dittmer and Munro Control Centers; (4) Continue replacing
deteriorating wood pole transmission line structures.

Projects Funded in Advance ............c.ceannuee 20,000 25,000 25,000

This category includes those facilities and/or equipment where BPA retains ownership but
which are funded by another entity, either in total or in part through a cost-share agreement.
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(doliars in thousands)
] FY 2001 ] FY 2002 [ FY 2003 |

®* FY 2001: (1) Completed design, material acquisition and construction of Teton Area
Reinforcement facility needed to prevent low voltages in the Teton, Idaho and Jackson,
Wyoming area; (2) Completed the design, material acquisition and construction of 70
miles of fiber optic cable from Keeler Substation to Tillamook Substation on the Northern
Oregon coast; (3) Completed the integration of new 265 MW generation capacity at
Rathdrum into the BPA transmission grid per Transmission Service Request via the Open
Access Tariff; (4) Continued the integration of new 280MW generation capacity in
Boardman, OR into the BPA transmission grid per Transmission Service Request via the
Open Access Tariff; (5) Continued the integration of new 536MW generation capacity
near Hermiston into the BPA transmission grid per Transmission Service Request via the
Open Access Tariff, (6) Integrated new 270 MW generation capacity near Tacoma into
the BPA transmission grid per Transmission Service Request via the Open Access Tariff:
(7) Integrated new 248 MW and 225 MW generation capacities near Goldendale into the
BPA transmission grid per Transmission Service Request via the Open Access Tariff; (8)
Integrated new 600MW generation capacity near Chehalis into the BPA transmission grid
per Transmission Service Request via the Open Access Tariff; (9) Conducted preliminary
work to integrate the new 1200 MW generation capacity near Starbuck into the BPA
transmission grid per Transmission Service Request via the Open Access Tariff: {10)
Conducted preliminary work to integrate the new 1300 MW generation capacity near
Wallula into the BPA transmission grid per Transmission Service Request via the Open
Access Tariff; (11) Performed studies to identify system impacts and needs regarding
proposed new generation projects; (12) Performed environmental cleanup and other work
necessary for the sale of BPA facilities; (13) Completed other projects as requested by
customers.
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(dollars in thousands)
[ FY 2001 | FY 2002 ] FY 2003 \

" FY 2002: (1) Complete the integration of new 280 MW generation capacity in Boardman,
OR into the BPA transmission grid per Transmission Service Request via the Open
Access Tariff; (2) Complete the integration of new 536MW generation capacity near
Hermiston into the BPA transmission grid per Transmission Service Request via the Open
Access Tariff; (3) Complete the integration of new 270 MW generation capacity near
Tacoma into the BPA transmission grid per Transmission Service Request via the Open
Access Tariff; (4) Complete the integration of new 248 and 225 MW generation
capacities near Goldendale into the BPA transmission grid per Transmission Service
Request via the Open Access Tariff, (5) Continue the integration of new 600MW
generation capacity near Chehalis into the BPA transmission grid per Transmission
Service Request via the Open Access Tariff, (6) Integrate new 1200 MW generation
capacity near Starbuck into the BPA transmission grid per Transmission Service Request
via the Open Access Tariff; (7) Integrate new 1300 MW generation capacity near Wallula
into the BPA transmission grid per Transmission Service Request via the Open Access
Tariff; (8) Perform studies to identify system impacts and needs regarding proposed new
generation projects; (9) Perform environmental cleanup and other work necessary for the
sale of BPA facilities; (10) Complete other projects as requested by customers.

®  FY 2003: (1) Complete the integration of new 600MW generation capacity near Chehalis
into the BPA transmission grid per Transmission Service Request via the Open Access
Tariff, (2) Continue the integration of new 1200 MW generation capacity near Starbuck
into the BPA transmission grid per Transmission Service Request via the Open Access
Tariff; (3) Continue the integration of new 1300 MW generation capacity near Wallula
into the BPA transmission grid per Transmission Service Request via the Open Access
Tariff; (4) Perform studies to identify system impacts and needs regarding proposed new
generation projects; (5) Perform environmental cleanup and other work necessary for the
sale of BPA facilities; (6) Complete other projects as requested by customers.

Total, Transmission Business Line — Capital ....... 207,700 324,000 430,500
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Explanation of Funding Changes From FY 2002 to FY 2003:

FY 2003
VS.
FY 2002
($000)

Main Grid
a  Reflects increased materials and construction costs to make significant

improvements and additions to the transmission system. . ................... +167,000
Area & Customer Services
s Reflects less emphasis on customer service projects as strategic focus has

changed to improvements and additions to the Main Grid facilities . .. ... ... .. 27,000
Upgrades & Additions
m  Reflects less emphasis on communications upgrades system-wide as the strategic

focus has changed to improvements and additions to the Main Grid facilities.

Communications related to the new facilities is included in the Main Grid

PIOJECES . . o e -23,300
System Replacements
» Reflects less emphasis on system replacements, except for the Celilo project, as

the strategic focus has changed to improvements and additions to the Main Grid

facilities . .. .. ... -16,200
Projects Funded in Advance
® Nochange.. ... ... .. . +0
Total Funding Change, Transmission Business Line - Capital ............... ... +106,500
BPA/Transmission Business Line - Capital FY 2003 OMB Budget
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Capital Equipment/Capitalized Bond Premium

Mission Supporting Goals and Objectives

This activity provides for the acquisition of general and dedicated special purpose capital
automatic data processing (ADP) equipment, development of capitalized ADP software, and
acquisition of special-use capital furniture and equipment in support of BPA’s strategic objectives.
This budget category provides the BPA business lines with the ability to acquire general and
dedicated special purpose capital ADP equipment. This activity also provides the ability for
developing capitalized ADP software, and acquiring special-use capital furniture and equipment
for BPA to meet its strategic business objectives.

Bonneville incurs a bond premium whenever it repays a bond before the due date. When bonds
are refinanced, the bond premiums incurred are capitalized. Historically, BPA generally has
chosen to finance capitalized bond premiums with bonds issued to the U.S. Treasury, as was
envisioned in the Federal Columbia River Transmission System Act of 1974.

Funding Schedule
(Accrued Expenditures)

{dollars in thousands)
[FY 2001 | FY 2002 | FY 2003 [ § Change | % Change |

Capital Equipment . ... ............ 22,000 26,300 24,800 -1,500 -5.7%
Capitalized Bond Premium .. ... ... .. 0 2,200 3,000 +800  36.4%
Total, Capital Equipment/Capitalized

Bond Premium .. ................. 22,000 28,500 27.800 =700 -2.5%

Detailed Program Justification

(dollar;; in thousands)
[ Fy2001] Fy2002] FY 2003 ]
Capital Equipment ... .. ... .. .. ... ......... 22,000 26,300 24,800

®  Acquire capital office furniture and equipment, capital ADP-based administrative
telecommunications equipment, ADP equipment (hardware), and support capital software
development for all BPA programs. Includes enhancements to BPA’s Enterprise systems,
designed to link key information systems throughout Bonneville and improve business
processes. Current efforts include functional expansion into areas not implemented during
the initial development phase.

BPA/Capital Equipment/Bond Premium FY 2003 OMB Budget



(dollars in thousands)

| FY 2001| FY2002] FY 2003 |
Capitalized Bond Premium .. . ... ... ... ... ... .. 0 2,200 3,000

® Continue to assess financial market and when cost-effective, refinance available bonds as
prudent.

Total, Capital Equipment/Capitalized Bond Premium . 22,000 28,500 27,800

Explanation of Funding Changes From ¥Y 2002 to FY 2003

FY 2003
Vs.
FY 2002
(3000)
Capital Equipment
»  Decrease due to implementation of Business Solutions Project . . . ... ... .. -1,500
Capitalized Bond Premium
= Increase in anticipated bond refinancing due to evolving refinancing +800
OPPOrtUNItIes . . . ... ... .
Total, Funding Change Capital Equipment/ Capital Bond Premium . . . ... .. .. -700
BPA/Capital Equipment/Bond Premium FY 2003 OMB Budget
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Power Business Line - Operating Expense

Mission Supporting Goals and Objectives

Production includes all BPA strategic resource planning and business development, short and long-
term power purchases, wheeling, electric utility marketing of resources, hedging-related costs,
generation and oversight costs, including the large thermal nuclear projects. These activities
identify the Administrator’s load obligations, develop product plans and services to meet the needs
of BPA customers, and acquire resources as needed. As a means of mitigating power market risk,
BPA's Hedging Policy allows the use of financial instruments in the power, natural gas, and
aluminum markets to hedge the price of electricity and reduce BPA's exposure to market
fluctuations and certain index sales contract provisions.

Associated Projects provide funding for operation and maintenance costs for the FCRPS; minor
additions, improvements, and replacements; and liabilities of the Corps of Engineers and Bureau of
Reclamation hydroelectric projects in the Pacific Northwest, which serve many purposes. Both
agencies are emphasizing efficient power production from existing facilities and improvement of the
performance and availability of power units. BPA pays additional financing costs of the FCRPS
facilities through its Interest Expense and Capital Transfer budget programs. BPA is responsible for
the actual operations and maintenance expenditures incurred as part of the Lower Snake River
Compensation Plan (LSRCP) hatcheries. Bonneville is responsible for annual payments to the
Confederated Tribes of the Colville Reservation for their claims concerning their contribution to the
production of hydropower by the Grand Coulee Dam in accordance with the Settlement Agreement
between the United States and the Tribes (April 1994). Beginning in FY 2001, as part of
Reclamation operation and maintenance costs, Bonneville is responsible for the power portion of
the Green Springs Powerplant operations and maintenance costs.

Fish and Wildlife expenses provide for the protection, enhancement and mitigation of Columbia
River Basin fish and wildlife due to losses attributed to the development and operation of
hydroelectric projects on the Columbia River and its tributaries. BPA discharges a major portion of
its fish and wildlife responsibilities pursuant to Section 4(h) of the Northwest Power Act by funding
projects and activities designed to be consistent with the Planning Council’s Fish and Wildlife .
Program. To satisfy its responsibilities under the Endangered Species Act, BPA implements
measures in the biological opinions issued by the NMFS and the USFWS regarding the operations
of the Federal Columbia River hydro system.

Fish and Wildlife program estimates reflect, and are consistent with, the fish and wildlife budget
agreement announced by the Administration in October 1995 and the MOA of September 1996 that
calls for BPA to make available fish and wildlife funding of $252 miltion per year and operations
estimated to result in lost revenues and purchased power costs of $90-$280 million per year for the
period FY 1996 through FY 2001. The most recent independent BOs from the NMFS and the
USFWS were issued in December 2000. Subsequent to their review and thorough analysis, Fish
and Wildlife costs could escalate significantly in future years.

NMES and USFWS issued new Biological Opinions (Bos) on FCRPS operations in December
2000. The BO's require the Action Agencies (COE, BOR, and BPA) to implement actions
througt out the Columbia River Basin that comprehensively address all the life stages of Endangered
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Species Act (ESA)-listed fish. BPA's responsibilities under the 2000 FCRPS BO's are expected to
significantly escalate its Fish and Wildlife costs in future years. To plan for this expected increase,
BPA incorporated a wide range of fish and wildlife costs for rate-setting purposes. Based on the
2000 FCRPS BO requirements, BPA expects to annually obligate an average of $150 million for
fish and wildlife for the rate case covering FY 2002 - 2006. This is within the range assumed in the
power rate case, which assumed an annual average of $139 million, based on a range of $109 -
$179 million of accrued expenses. '

BPA’s fish and wildlife expense funds will focus on activities that benefit Columbia River Basin fish

and wildlife resources including projects designed to:

* increase survivai of ESA-listed fish at FCRPS dams and reservoirs;

* increase survival of ESA-listed fish throughout their life cycle by protecting and enhancing
important habitat areas;

* reform hatchery practices and use hatcheries to contribute to conservation and recovery of
ESA-listed fish;

* reduce harvest-related mortality on ESA-listed fish and support sustainable fisheries; and,

* support a disciplined and well-coordinated research, monitoring, and evaluation program.

BPA is working to integrate the actions implemented in response to the 2000 FCRPS BO's with
projects implemented under the Council's Fish and Wildlife Program. In the near term, BPA will
use the Council's Provincial Review process as the primary vehicle for soliciting project proposals
to address BO actions. Provincial Review project solicitations will identify specific BO
implementation needs in conjunction with the broader non-ESA Northwest Power Act priorities.
BPA also may use targeted solicitations if BO requirements are not fully satisfied through the
Provincial Review’s solicitations.

The FY 1997 Energy and Water Development Appropriations Bill added section 4(h)(10)(D) to the
Northwest Power Act, directing the Planning Council to appoint a Scientific Review Panel “to
review projects proposed to be funded through that portion of Bonneville Power Administration’s
fish and wildlife budget that implements the Planning Council’s fish and wildlife program.” And, *.
. . in making its recommendations to BPA, the Planning Council shall consider the impact of ocean
conditions on fish and wildlife popuiations; and shall determine whether the projects employ cost
effective measures to achieve program objectives.” Consequently, projects funded under
Bonneville’s direct program will be reviewed and prioritized as part of the Planning Council
initiative process.

The Northwest Power Act created the Residential Exchange Program (REP) to extend the benefits
of low-cost Federal power to Pacific Northwest electric utilities serving the residential and small
farm customers of the Pacific Northwest. The 1996 Comprehensive Regional Review
recommended that BPA engage in settlement discussions regarding Residential Exchange. BPA
developed a Subscription Strategy based on the recommendations of the Comprehensive Review.
That strategy proposed a comprehensive settlement of the REP for Investor-Owned Utilities (IoU)
in the Pacific Northwest which has resulted in new contracts with regional 10Us that provide power
and monetary benefits to their residential and small farm customers.

To settle the REP with the Investor-Owned Utilities, [OU customers were offered 1900 aMW in
power and monetary benefits. The power was sold at a price equivalent to the priority firm power
rate. The monetary benefits are calculated based on a forecast of the cost of purchasing the power
BPA/Power Business Line - Operating Expense FY 2003 OMB Budget
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in the market less the price used for sale of power to the IOU customers. All 6 regional I0Us
signed contracts in the fall of 2000 implementing this settlement of the Residential Exchange. They
originally were to receive 1000 aMW of power and 900 aMW in monetary benefits for

FY 2002-2006, but the IOUs subsequently converted 619 aMW of power to monetary benefits. In
FY 2007 the total amount of settlement benefits changes to 2200 aMW. Under the Subscription
strategy, BPA stated its intent for all of these benefit to be provided as power; however, BPA may
provide either power or monetary benefits under the terms of the settlement agreements.

BPA’s preference utilities, or public agency utilities, are eligible to execute new Residential
Exchange Program contracts beginning in 2001, except for the nine utilities that previously
executed settlement agreements for terms ending July 1, 2011. These customers are forecasted to
have average system costs that are lower than the Exchange Program rate and thus would not
qualify for these benefits.

The Northwest Power Act directs that expenses of the Planning Council, subject to certain limits
based on forecasted BPA power sales, shall be included in BPA's annual budget to Congress.
Funding for the Planning Council is provided by Bonneville and is recovered through Bonneville
rates. Its major activities include the periodic preparation of a Northwest Conservation and Electric
Power Plan (a 20-year electric energy demand and resources forecast and energy conservation
program) and a Columbia River Basin Fish and Wildlife Program of loss mitigation and resource
enhancement actions.

The competitive market situation is driving the need for alternatives to the traditional approaches to
developing conservation resources. PBL will acquire conservation in accordance with the
Northwest Power Planning Council’s guidance and act as a catalyst for energy efficiency and direct
application renewables. The resources will provide a vital component of PBL's diversified resource
portfolio: (1) meet conservation targets; (2) achieve a least cost resource mix; (3) dampen the
cost impacts of power purchases; (4} avoid the costs of ramping programs and infrastructure up
and down; (5) extend the value of the FCRPS to customers; (6) cushion the need for rate
increases; and (7) build the region’s resource portfolio with conservation and direct application
renewables.

Funding Schedule
(Accrued Expenditures)
(dollars in thousands)

| Fy2001 [ FY2002 | FY2003 | §Change | % Change
Production. ............ 3,444,200 1,875,900 1,685,300 -190,600 -10.2%
Associated Projects Costs. 193,500 209,800 223,700 +13,900 6.6%
Fish & Wildlife. . . ... ... .. 127,900 150,000 150,000 0 0%
Residential Exchange . . . . 69,000 143,800 143,800 4] 0%
Planning Councit . .. ... .. 8,700 8,300 8,300 0 0%
Conservation and Energy 32,500 35,400 34,900 -500 -1.4%
Efficiency
Total, Power Services -
Operating Expense . . . . .. 3,875,800 2,423,200 2,246,000 -177,200 -7.3%

Detailed Program Justification
{dollars in thousands)
FY 2001 [ FY 2002 | FY 2003
BPA/Power Business Line - Operating Expense FY 2003 OMB Budget
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Production ........ ... iiiiinnnenninnns 3,444200 1,875,900 1,685,300

m  Short-Term Power Purchases/Pacific Northwest Coordination Agreement (PNCA)
Interchange: Includes purchase power for efficient operation of the power system, fish
mitigation and resale. Due to recent higher and more volatile market prices, Bonneville is
now expecting much greater demand for service from its customers. This expected
increase in load demand over the rate period indicates that Bonneville will need to make
substantially greater power purchases in the market at substantially higher and more
uncertain prices than previously anticipated. See additional discussion of the evolving
power market included in “Significant Accomplishments and Program Shifts” included in
the Program Mission section of this budget.

Under terms of the PNCA, BPA makes Interim cash payments to other generating utilities
for power received as interchange energy. Likewise, BPA receives Interim cash payments
from other-generating utilities for power that BPA delivers as interchange energy.
Interchange energy is an energy exchanged between utilities to supply all or a part of any
deficiency between a utility’s actual energy capability and its firm energy load carrying
capability. The energy is then to the supplying utility at at time that it has a deficiency.

® Power Scheduling/Marketing: Schedule and market (buy/sell) electric energy with BPA
customers and the Pacific Northwest’s interconnected utilities. Scheduling includes PBL’s
implementation of physical and memo power schedules and associated transmission
schedules, implementation of Electronic Tagging (ETag) in accordance with NERC, and in
accordance with FERC, implementation of electronic scheduling and the RTO as it evolves.
PBL’s acquisition of a new Transaction Scheduling System will facilitate the above needs.
Place major emphasis on marketing for support of the Biological Opinion of the Fish and
Wildlife Program.

» Trojan: Continue termination and decommissioning of BPA’s 30 percent share of the
Trojan Nuclear Plant. Due to a delay in a major decommissioning project, activity at Trojan
decreased for FY 2001 and should stay at a lower level through FY 2002. As work on the
delayed project is restarted, activity should increase in FY 2003.

= Columbia Generating Station (WNP-2): Continue to acquire full capability of Columbia
Generating Station (Columbia). Columbia has now completed the transition to a 24-month
fuel cycle from a 12-month cycle. Changes are due to increased fuel costs associated with

the transition and other major capital projects scheduled for out years. Outages occurred in
FY 2001 and will occur in FY 2003.

= WNP-1/WNP-3: Continue to fulfill contractual obligations for WNP-1 and WNP-3.

x  Long Term Power Purchases and Wheeling;

BPA/Power Business Line - Operating Expense FY 2003 OMB Budget
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(dollars in thousands)

FY 2001 [ FY 2002 | FY 2003

FY FY 2001 and FY 2002: Continue to acquire 100 percent of the Idaho Falls, Cowlitz
Falls, Wauna and BPA’s share of Foote Creek 1 project output. Continiue contract
payments on four billing credit projects. Continue to acquire 100 percent of the output of
the Foote Creek 2 and 4 wind project and a 15-kW share of the output from the Solar
Ashland Project.

FY 2003: Continue to acquire 100 percent of the Idaho Falls, Cowlitz Falls, Wauna and
BPA’s share of Foote Creeke | project output. Continue contract payments on four billing
credit projects. Continue to acquire 100 percent of the output of the Foote Creek 2 and 4
wind projects and a 15-kW share of the output from the Solar Ashland Project. If BPA has
decided to execute the contracts, acquire all of the output from the Condon and Maiden
wind projects and a portion of the output from the Stateline and Blackfeet wind projects.
Make decisions whether to acquire output from seven additional wind projects.

s Generation & Oversight:

FY 2001: Complete the NEPA process and issue a Record of Decision for the Condon
Wind Project. Issue a Record of Decision for the Fourmile Hill Geothermal Project.
Initiate additional renewable resource acquisitions.

FY 2001-2002: Continue to provide oversight of all contracts signed to date. Provide
oversight of large thermal generating plants from which BPA purchases capability to insure
that all BPA approval rights are protected; coordinate, communicate and administer
agreements, issues and programs between BPA and the project owners. Make decision
whether to purchase a share of output from the Stateline Wind Project. Initiate additional
renewable resource acquisitions. Continue or initiate NEPA process for 10 new wind
projects.

FY 2003: Continue to provide oversight of all contracts signed to date. Provide oversight
of large thermal generating plants from which BPA purchases capability to insure that all -
BPA approval rights are protected; coordinate, communicate and administer agreements,
issues and programs between BPA and the project owners. Complete NEPA process and
make decisions whether to acquire wind projects initiated in FY 2001.

Associated Project Costs . .. ... .. ... ... ......... 193,500 209,800 223,700
w  Support FCRPS project costs and work to strengthen relationships to improve project
support and better understand project costs. This helps to maintain FCRPS system integrity

and to attain BPA’s strategic business objectives.

= Bureau of Reclamation:
FY 2001: Continue direct funding Bureau Q&M power activities.
FY 2002: Continue direct funding Bureau O&M power activities.
FY 2003: Continue direct funding Bureau O&M power activities.

BPA/Power Business Line - Operating Expense FY 2003 OMB Budget

52



(dollars in thousands)

FY 2001 | FY 2002 | FY 2003

s Corps of Engineers:
FY 2001: Continue direct funding Corps O&M power activities.
FY 2002: Continue direct funding Corps O&M power activities.
FY 2003: Continue direct funding Corps O&M power activities.

Fish and Wildlife ....... .. .. ... .. ... .. 127,900 150,000 150,000

In a manner consistent with the assumptions used for the FY 2002-2006 power rate case:
Anadromous Fish: Continue implementing projects which support Endangered Species Act
listed species and other measures called for under the 2000 FCRPS NMFS BO. Use the
Council's Provincial Review and Sub-basin Planning processes to identify activities for
implementation. Implement and develop activities that protect and enhance tributary and
estuary habitat, improve mainstem habitat on an experimental basis, reduce potentially harmful
hatchery practices, and contribute to sustainable fisheries. These activities have been selected in
response to the Northwest Power Act to “protect, mitigate and enhance fish and wildlife
including related spawning grounds and habitat on the Columbia River and its tributaries.”

Resident Fish: Implement activities to determine the impacts of the FCRPS on bull trout and
mitigate for those impacts, and promote the reproduction and recruitment of Kootenai River
white sturgeon. These activities have been selected in response to the U. S. Fish and Wildlife
Service 2000 FCRPS BO and the Northwest Power Act to “protect, mitigate and enhance fish
and wildlife including related spawning grounds and habitat on the Columbia River and its
tributaries.”

= Continue mitigation in resident fish for anadromous losses (substitution), mitigation for
reservolr operation impacts to resident fish, and continue to refine, quantify, and delineate
the difference between the two.

«  Wildlife: Continue the current program including funding for wildlife actions resulting from
Planning Council Fish and Wildlife Program amendments for wildlife mitigation. These
activities have been selected in response to the Northwest Power Act to “protect, mitigate
and enhance fish and wildlife including related spawning grounds and habitat on the
Columbia River and its tributaries.”

Residential Exchange .. ... ... ... . .. .. ... .. .. 69,000 143,300 143,800

» Includes negotiated contract settlement agreement costs consistent with assumptions in the
power rate case and subscription strategy.

Planning Council .. .. ... .. ... .. ... .. ... .. ... . 8,700 8,300 8,300
Conservation and Energy Efficiency .. ... .. ... ... 32,500 35,400 34,900
BPA/Power Business Line - Operating Expense FY 2003 OMB Budget
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(dollars in thousands)

FY 2001 | FY 2002 | FY 2003

m  Close out the Legacy conservation resource acquisition contracts, which support BPA’s
contractual obligation to serve customer load growth. As part of the power subscription
strategy and the 2002 Power Rate Case, BPA implemented a conservation rate credit
systemn for utility customers.

Provide credible, unbiased information or technical or financial support to conservation
purposes. As an agency of the DOE, and with independent responsibilities based on its
authorizing legislation, BPA has a statutory responsibility to provide support to certain
conservation objectives which are governmental in nature, such as assisting in the
development of emerging technologies and providing unbiased information to consumers.
BPA is participating with other regional entities to support market transformation and
development activities that meet the needs of BPA customers and create business
opportunities for the private sector in the Pacific Northwest.

= Seek to make the existing energy efficiency marketplace larger by helping to remove barriers
which customers face in the development of conservation projects. This opens up
possibilities that have previously been foreclosed, thus serving to “grow the pie.” This
activity must be self-financing; that is, payments from customers must cover all of the costs
of performing the service,

»  Create and enhance markets for energy efficiency and end-use renewables through delivery
of public benefits. Promote the development and implementation of new energy efficiency
technologies. Provide leadership and collaborative funding for market transformation
initiatives. Continue activities being performed through the regionally-funded Northwest
Energy Efficiency Alliance through a multi-party agreement signed in 2000.

Total, Power Business Line — Operating Expense .. . 3,875,800 2423200 2,246,000
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Explanation of Funding Changes from FY 2002 to FY 2003
FY 2003
VS,
FY 2002
($000)

Production
= Increase in short-term power purchases to meet anticipated increases in regional  -190,600
load requirements as required by Northwest Power Act . ..... ... ........ ..

Associated Project Costs
= Decrease due to anticipated efficiencies in operations . . . . ................. 13,900

Fish and Wildlife
= Increase due to implementation of additional requirements proposed in the 0
finalized BOs . . ... ... ...

Residential Exchange
= Minor increased costs due to negotiated settlement agreements. . . .. ... ... ... 0

Planning Council
= Decrease due to efficiencies assumed in power rate case estimates post- 2001 . . 0

Conservation and Energy Efficiency:

»  Minor decreased costs due to program funding requirements .. ... ........ .. -500
Total Funding Change, Power Business Line - Operating Expense . .. ...... .. .. -177,200
BPA/Power Business Line - Operating Expense FY 2003 OMB Budget
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Transmission Business Line - Operating Expense

Mission Supporting Goals and Objectives

This activity provides for the transmission system services of engineering, operations and
maintenance for BPA’s electric transmission system of 15,000 circuit miles (24,135 circuit
kilometers) of lines, 324 substations, and associated power system control and communication
facilities with an invested cost of more than $4.8 billion. Primary strategies of this program are: 1)
maintain the safety and reliability of the transmission system, consistent with the strategic
performance goals ER 4-3 and ER 4-1; 2) increase the focus on customers; 3) optimize the
transmission system; and 4) improve BPA's competitive position.

Funding Schedule
(Accrued Expenditures)

(dollars in thousands)
[ FY 2001 [ FY2002 | FY 2003 | $Change | % Change |

Engineering . ............ .. ........ 22,600 38,000 36,800 -1,200 -3.2%
Operations . . ..................... 81,300 99,300 98,500 -800 -0.8%
Maintenance .. .................... 130,300 158,200 155,300 -2,900 -1.8%
Total, Transmission Business Line -

Operating Expense . .. ....... ....... 234,200 295,500 290,600 -4,900 -1.7%

Detailed Program Justification:

(dollars in thousands)
[ FY 2001 | FY 2002| FY 2003 |

Engineering ......................... 22,600 38,000 36,800

Continue efforts to identify best methods for improving system reliability and maintenance
practices, and continue cost reduction efforts by identifying opportunities for low cost
reinforcement and voltage support of the existing transmission system.

m  R&D: Conduct in-house transmission system research and development, including (1)
studies on reliability, HVDC (high voltage direct current) and HVAC (high voltage
alternating current) outage reduction, (2) methods to update existing facilities and reduce
maintenance costs including reliability-centered monitoring and recording methods for
analysis.

BPA/Transmission Business Line - Operating Expense FY 2003 OMB Budget
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(dollars in thousands)
[ FY 2001 | FY 2002| FY 2003 |

w Technical Support: Provide technical support activities, such as transmission system
planning and studies to optimize portions of the system.

= Capital-to-Expense Adjustments: Annually, BPA analyzes its outstanding capital work
orders to assess whether they should be expensed.

= Reimbursable Transactions: BPA enters into written agreements with Federal and non-
Federal entities that have work or services to be performed by BPA staff at the expense of
the benefiting utilities. The projects must be beneficial, under agreed upon criteria, to
- BPA operations and to the Federal or non-Federal entity involved. Additionally, these
activities contribute to more efficient or reliable construction of the Federal transmission
system or otherwise enhance electric service to the region.

m Leased Facilities: When operationally feasible, BPA leases delivery facilities and voltage
support facilities to support the transmission system instead of building or purchasing new
assets.

Operations .. ... ... ... ... ... . ... 81,300 99,300 98,500

= FY 2001: Continued to operate within parameters of regional transmission authorities.
Prepared for increased complexity of outage scheduling, transmission scheduling, and
dispatching as well as impact of an expected high attrition rate of skilled operation
dispatching workforce by recruiting and training apprentices and skilled replacements.
Continued development and implementation of business systems and tools. Participated
in planning and preparation for potential establishment of an RTO.

= FY 2002: Continue to operate within parameters of regional transmission authorities.
Continue preparation for increased complexity of outage scheduling, transmission
scheduling, and dispatching as well as impact of an expected high attrition rate of skilled
operation dispatching workforce by recruiting and training apprentices and skilled
replacements. Continue development and implementation of business systems and tools.
Participate in planning and preparation for potential establishment of an RTO.

= FY 2003: Continue to operate within parameters of regional transmission authorities.
Continue preparation for increased complexity of outage scheduling, transmission
scheduling, and dispatching as well as impact of an expected high attrition rate of skilled
operation dispatching workforce by recruiting and training apprentices and skilled
replacements. Continue development and implementation of business systems and tools.
Participate in planning and preparation for potential establishment of an RTO.

BPA/Transmission Business Line - Operating Expense FY 2003 OMB Budget
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a (doltars 1n thousands}
[ FY 2001 ] FY 2002]  FY 2003

= Substation Operations: Perform operations funcuons necessary to provide clectric service
10 customers and to protect the Federal investment m electric equipment. Includes
cquipment adjustments, switching lines and equipment during emergencies or
maintenance. 1solating damaged equipment. restorng service to customers. and inspecting
cquipment. readig meters, et cetera,

= Power Svstem Control & Dispatching: [ncludes central dispatching, control, and
monitoring of the electric operation of the Federal transmission system. Also includes
load, frequency, and voltage control of Federal generating plants, and operation of the
system control and data computers at Dittnrer and Munro Control Centers.

= Operations Standards & Engineering: includes analvzing system loads, voltage levels,
outage information. stability levels and other data, and making policy recommendations
for system operations and related affairs. Provides for development of control center
requirements for centralized automation of substations and generation, and BPA
participation with other utilities in developing utility operating standards and guides.

w  Marketing, Sales. & Services: Provides management and direction of transmission rates.
provides business strategy in marketing of transmission and ancillary products and
services of the Transmission Business Line

= Iransmission Schedulimy Provides open aceess 1o the Federal transmission syvstem
consistent with transmisston tanfis approved by FERC. Schedule and market
ransmission capacity to BPA customers, Caitfornia [SO and Pacific Northwest's
mierconnected uuhuies, Manages the reservanons and scheduling of all transmission
services assoctated with the transnnssion s

Maintepance ... o ) . BRI 158,200 155 300

[n all aspects of maimtenance. Bonnevilie 1s shiftimg to the implementation of reliability-
centered mamtenance practices. This change 1< tocused on improving system rehability and
stgnificantly reducing maintenance costs.

Access road maintenance costs are expected tonerease dramatically as Bonnevilie deals with
the aging roads system and environmental con-traints assoctiated with construction.
enhancement, and mamtenance of access roads The BPA transmission system encompasses
up to 50,000 miles of access roads. Cost increases over current levels could be as much as
$1.000,000 annually.
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~(dollars m thousands)

LOEY2001] EY 2000

FY 2003

« Y 2001 Continued to refine RCM pracuees at all of BPA's O&M regions. Continued 1o
imprave performance to meet System Average huterruption Frequency Index (SAIFL and
System Average Interruption Duration index (SAIDI) targets. Continued eflorts to
achieve the SAIFT and SAIDI targets of no controf chart violations for circut importance
catepories 1-2 (highest importance), and not more than one violation for catevory 4
Control charts are statistically-based graphs which illustrate variability in pertormance
Utilized retention and recruitment incentives to ensure succession of the current work
force and remain competitive as an employer in the utility industry. This included
increased benehits for hourly emplovees as part of a Columbia Power Trades Couneil
(CPTC) agreement to bring our wages 1n line with the public sector. Increased outage
scheduling planning to increase customer satisfaction. Continued high levels of
vegetation management.

= FY 2002: Continue to refine RCM practices at all of BPA’s O&M regions. Continue to
mmprove performance to meet SAIFT and SAIDI targets as explained above. Continue to
prepare for the impact of an expected high attrition rate among BPA's aging workforce by
recruting apprentices and replacements for critical minimum crew size workload
positions. [ncrease outage-scheduling planning to increase customer satisfaction.
Continue high levels of vegetation management. Increase access road work to provide
rehable access to facilities and ensure environmental compliance.

* 1Y 2063 Conunue to refine ROM practices at all of BPA's O&M regions Continue to
improve performance to meet SAIFT and SAIDI targets as explained above. Continue to
prepare tor the impact ofan expected high attnition rate among BPAs agimg workforce n
recriiting apprentices and replacements for eritical minimum crew size workload
posttions Increase outage-schedubing planning o merease customer satisfiachion
Contmue high levels of vegetation management. Increase access road work 1o provide
rehable aceess to facilinies and ensure environmental compliance

« lransmission Line Maimtenance: Maintaim and repair nearly 24,135 km (15,000 cireus:
mulesy of high voltage transmission lines, of which over 6,436 km (4,000 cirewt miles) are
SOO-KV tronsnussion BV (extra-high voitage), which is two and one-hall times more
fabor-intensive than lower transmission voltages, although more eflicient m transmission
of poswer. This responsibihty includes mantaining tansmission rights of way to ensus e
systemy reliability safety and environmental compliance,

= Substation Mamtenance: Provides for service and repair of the transmission svstem poswer
cquipment Tocated at more than 366 work sites annually,

BP A/ ransmission Business Line - Operating FExpense FY 2003 OMB Budger



~___(doltarsn thousands)
[ FY 2001 ] FY 2002]  FY 2003 ]

e

s System Protection Mmntenance: Provides for the maintenance of relaving and metering
cquipment used to control and protect the electrical transmission svstem and to meter
energy transfers tor the purpose of revenue bitling. Additonadly, ficld-engineering
services provide techmueal advice and assure the correct operation ol power svstem
relaying and special control svstems used to support interregional enerey Lansmission
capabihities

n  Power System Control Mamtenance: Provides for the testing, repair. and field enginecrig
support of BPA ™S hiahiv complex ecquipment, communications and control svstems,
iI]ClUd]]H_:’ SCVED MAjor microwave ,\'}"SICH'IS and other ernitical communications and control

systems that support the peswver svstem,

s Non-Electric Plant Mamtenance: Provides for the maintenance of BI*A’s non-electric
facilittes. Includes site. building. and building utility maintenance, custodial services:
statton utility; and other mamtenance service activities on BPA-owned or BPA-leased
non-clectric Lacihities

w  Maintenance Mandards & Engineermg, Provides for estabhshing, montoring. and
updating system mamtenanee standards. policies, and procedures: and for the review oo
update of long-range plans for nunitenance of the electiie power Wnsnission sysiem

Total, Transmission Business Line - Operating
Expense oL AREIEE U S) 290 60

BEA/Fransmission Business Line - Operating Expense Y 2003 OMB Budget
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Explanation of Funding Changes From FY 2002 to FY 2003

CEY 2003
‘ .
FY 2002
(SO0
Engineering o
s Minor decrease reflects lower administrative costs . . . . . . . -0
Operations
= Minor decrease primarily due to rate case estimates of lower
administrative costs due to assumed efficiencies. . . . . . . . -800
Maintenance
= Minor decrease primarily due to rate case estimates of lower
admimistrative costs duc to assumed efficiencies. . . . . . S2.800

Total Funding Change, Transmission Business Line  Operating bxpense. -1, O1H)

BPA/Transmission Business Line - Operating FExpense FY 2003 OMB Budpet

tf



Interest, Pension and Post-retirement Benefits -
Operating Expense and Capital Transfers

Operating Expense
Mission Supporting Goals and Objectives

[nterest expense provides for the pavment of interest due on FCRPS debt This consists of capital
mvestment i FORPS hydroelectric generating and transmisston facilities of BPA the Corps and
the Bureau. Investments were financed by Congressional appropriations and BPA borrowings
from the LS. Treasury, BPA repavs FORPS debt through its power sales and transnission
Services revenues.

Since recetving Treasury borrowing authority in 1974 under the Transmission Svstem Act. all
BPA borrowing has been at market rates. As of October {, 1996, all of BPA's repavinent
obligations on FCRPS appropriated investment {Corps and Burcau FCRPS investment and BPA
investment financed with appropriations prior to the Transmission System Act) which were
unpaid as of September 30, 1996, were restructured and assigned new current-market interest
rates. The Bonneville Appropriations Refinancing Act of 1996 (Act) called tor resetting
(reducing) the unpaid principal of FCRPS appropriations and reassigning (increasing) imerest
rates. New prmcipal amounts were established as ol the beginning of FY' 1997 at the present
value of the principul and annual interest pavments BPA would make 1o the © 08 Treasury for
these obligations in the absence of the legistation, plus $100 million The new principal mmounts
arc then assigned new interest rates based on the Treasury vield curve rates prevailng at the end
of FY 1996, BPA < outstanding repavment obligations on appropriations at the end of 'Y 19494
were $6.7 bithion with a werghted average interest rate of 3.4 percent. The renmancinge reduced
the principal amount to $4.1 billion with a weighted average interest rate of 7§ pereent
Implementation of the refinancing took place i 1997 after audited actual finenoal dat was
avatlable. As called for in the legislation, BPA submutted its caleulations and siterest 1.t
assignments implementing the Act to Treasury for their review and approvad  Treasury approve .
the implementation caleulations m Julv 1997 The Act also calls for all futire FCRPS
appropriations to be assigned prevanhmyg Treasury vield curve interest rates.

Interest estunates are a direct function ol costs of Treasury borrowing o BP A repasiient statu-
of outstanding FORPS invesunents, and projected additions to FORPS plant i service The
mterest cost estimates below mclude the impact of BPA's appropriation refinancing lemslation

Pension and Post-reurement Benefits assumes that Bonneville will continue i 'Y 2003 1o
prospectively cover the full unfunded liability that will accrue in fiscal yvears 2ier 1Y 1997 of the
Civil Service Retirement and Dhsability Fund (Disability Fund), the Employeces Health Henetits
Fund (Health Fund) and the fmplovees Life insurance Fund (Insurance Fund) that it has not
covered prior to FY 1998 The unfunded liability 1s the difference in the current cost of paving
current FORPS empioyees retirement benefits and the sum of (1) seven percent withheld from

BP A/lnterest, Pension and Post-Retirement FY 2603 OMB Budget
Benefits- Operating Fxpense & Capital Transfers
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current employees salanes and (2) an additional seven percent of wages that the FCRPS must
already contribute into the Disability Fund cach vear.

Phis 1Y 2003 Budgets consistent with the FY 2001 Admintstration’s Budget, which assumed
the entire Bonneviile CSRS cost recovery would be phased in over a ten-vear period given that
wholesale power and transmission rates for Bonneville were contractuaily frozen unt! the end of
FY 2001 m order to meet competinive market pressures BPA paid $6 million m FY 2000 and the
following ansounts are assumed to be recovered by Bonnevitle: $8.0 million in FY 2001 §55.2
million m BY 20020535 1 midlion i FY 2003, $30.9 million in FY 2004, §26.6 million in Y
200552405 nulhon m FY 2000, S210 nullion m Y 2007 The FY 2001 amount is assumed to
come from addional Bonmeville expense cost reductions. After FY 2001, recovery is assumed 1o
come from new TUVENUCs.

Cost estimates include Bonneville and the power related portion of Corps, Bureau of
Reclamation, and the United States Fish & Wildlife Pension and Post-retirement Benefits, These
estimates are subject to further revision following additional review. The Administration has
deternuned that ne additional legal authority is required for Bonneville to recover these expenses
after FY 1997 and to deposit such recovery 1o the Miscellaneous Receipts of the U.S, Treasury.

Funding Schedule
(Accrued Expenditures)

(dallars in thousands)

CFp00T  FY 2002 | FY 2003 | § Change | %Change |
BPA Bond interest (N C 5800 0 140100 158,400 +18.300 13.1%
BPA Appropration Int st S BGG ah 400 63,501 -2,900 -4.4%,
Corps of Engmeers
Appropriation Interest Tl G0 162 800 185 100 +2.300 1.3%
Lower Snake River Croip Plan
Interest .. ) . 16.500 16,300 16,300 0 0%
Bureau of Reclamatior
Appropriation interest . S F.500 36,400 35200 1,200 -3.3%
Sublotat, Interest Oporaing Experse -1115,400 442.000 458,500 416,500 +3.7%
FPension & Post-reliremern Benefits 8.000 55,200 35.200 -20,000 -36.2%
Total, Interest, Pension ar - Post-
retirement Benefits . o 413400 497 200 493,700 -3.500 -0.7%
BPA/Interest, Pension and Post-Retirement FY 2003 OMDB Budget

Benefits- Operating Fxpense & Capital Fransfers



Capital Transfers

Mission Supporting Goals and Objectives

This activity convevs funds to the US, Treasury for repavment of certain FORPS costs not
included in the Associated Project Costs budget. Since capital transfers are cash transactions they
are not considered budget obliganons.

The FY 2001 BPA bond wmortization amount includes a portion of the FY 2002 planned
amortization anuxmt consistent with BPA's capital strategy plan and debt opunmizatnon.

Funding Schedule
{Accrued Expenditures)

{dollars in thousands)

[ FY 2001 ] FY 2002 | FY 2003 I$Change] % Change

BPA Bond Amortization 12300 174,70C 247300 +72,600  +41.6%
Bureau Bond Amortization 19.500 17,400 0 -17.400 -100%
BPA Appropriation Amortizaion 7 B00 42,900 0 42,800 -100%
Corps Appropriation Amaort aton 300 4,300 0 -4,000 -100%
Total, Capital Transfers ©139.600 239,000 247,300 +8,300 +3.5%

1 Ancludes 326 mullior Tenass - reimiarsement nas man far FYs 2001-2002

BP A/interest, Pension and Post-Retirement FY 2003 OMB Budget
Benefits- Operating Fxpense & Cupital Transfers
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BONNEVILLE POWER ADMINISTRATION
TOTAL OBLIGATIONS/QUTLAYS

(n milions of dohiars) k(3¢ ? Sep-01
. . . o FISCAL YEAR 3
BP-1 SUMMARY 2004 T 2002 2003 [ 2004 [ 2005 ' 2008 2007 |
5¢
___Oblig.  Qutlays . Oblig. Outiays | Oblig. Oullays | Oblig. QOblig. - Oblig. |  Oblig.
1 Residental : 59 69 ] 144 144 144 144 144 144 144 144
Excnange o O U AR RO , . -
2 Power Business 4038 ERIXY 2,086 2.086 1,609 1.909 1.879 1.907 | 1.891 1.910
Line 1/ o . S S S S
3 Transmissionr 428 427 545 585 697 597 732 743 | 630 569
Business Line - o o e ) 7__7L [
4 Conservation & IR 43 B 61 77 77 a4 108 | 126 73
Energy Efficiency ‘
Services o e, X . i e
5 Fish & Wildife oh IS5 BS 185 188 1BB| 186 184 184 . 185 ]
6 Interest/ Fension 413 413 497 497 494 a4 522|543 555 | 566 |
¥ Lo e - | I
7 Associated Project 70 0] 108 105 7 117 117 130 141 144
Costs - Capital |
8 Capital Equipment 22 22 26 98 ‘25 25 26| 25 ‘ 130 Il
9 Planning Council | 9] @ 8 8] =8 8l sl &l s s
10 Projects Funded in 20 ] 20 25 25 75 25 25 25 ?5 . 25
Advance . . S o | . S ) ! o
11 Capitalized Bord 0 0 7 2 3 3] 3 al 5 3
Premiums B ; o -
12 TOTAL OBLIGA- 4851 4851 3734 3734 3,687 3687 | 3.796| 3.820 . 3.725] 1,640
TIONS! ‘ !
QUTLAYS 2%/ : “ | ~

FY WY OAMH Hudge
HPA/MRP-1, } Vand 4 Ppadl
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14

16

3/

t:

REVENUES AND REIMBURSEMENTS

fm millions of dokars)

FISCAL YEAR
BP-1 SUMMARY 2001 T 2002 2003 2004 2005 « 2006 2007 j
Oblig. Outlays | Oblig. Outlays | Oblig. Outlays | Oblig. | Obllg. { Oblig. ~ Oblig.
Revenues 4/ 4207 4207) 3B1%] 3813 3,663 3663 | 3826 3,860 3,900 | 462
Projects Funded in 20 20 25 25 25 25 25 25 25" 25 {
Advanced . o s . J
TOTAL : 4227  4227] 3836 3836 3688 3688 3,851 38851 3925 3,647
BUDGET ‘ 624 (102} I (5) T (56) (65} (200). !
AUTHORITY ! \ ! ; : f
{NET) | | | ; |
OUTLAYS (NET} | j { i
6/ - L 624 ; {102} (5} (56} (&5} (0 (N

The Power Business Line inciudes Fish & Wildlife, Residential Exchange, Planning Council,

Conservatan & Energy Efficiency and Associaled Project Costs which have been shown separately

for display purposes

BPRA's FY 2003 budge! has been prepared in accerdance with the Budget Enforcement Act

(BEA) of 1990. Under this Act all BPA budget estimales are trealed as mandalory and are not

subject to the discretionary caps included in the BEA. These estimates support activities which

are legally separate from discretionary activities and accounts. Thus, any changes 1o BPA

estmates cannot be used to affect any other budget calegornies which have their own legal dolfar caps.

Because BPA operates within existing legislative authority, BPA is not subject 1o a Budget

Enforcement “pay-as-you-go™ test regarging its revision of funding estimates.

Pension and Post-retirement Benelils assumes that the Bonneville CSRS cost recovery wiil be

phased in over a ten-year penod of ime given thal wholesale power and transmission rates for

Bonnevilie are contraclually frozen until the end of FY 2001. The FY 2003 Budget includes $8 millon in FY 2001
and assumes that the foliowing amounts will be recovered by Bonneville:

$55.2 million FY 2002; $35.1 in FY 2003; $30.9 millicn in FY 2004; $26.6 million in FY 2005, $24.5 million in FY 2006
$21.1 mulhonin FY 2007, FY 2001 amount is assumed to come from additional Bonneville expense cost reductons
After Fv 2001, recovery is assumed o come from new revenues.

! Forecastaa revenues are assumed to include BPA accrued expenses, depreciation, net revenues adjusted far nisk

dept oprmization adjustment, and 4{h)(10}{C) and Fish Cost Contingency Fund credits

/ Budge!l ¢ sumates included in this budgel are subject 1o change due to rapidly changrng economic and

nstitutonal conditions in the evolving competitive electne ullity industry in the Pacific Northwest
Net Qut ay s estimated  Actual Net OQutlay will he reported in SF-133

HPAMHE | 21 and 4 Fand ¥

fify
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BP-2 EXPENSED OBLIGATIONS/QUTLAYS
L mitlhons of doltars)
FISCAL YEAR . }
2001 2002 2003 2004~ 2005 2006 2007
Oblig. Outlays | Oblig. Outlays{ Oblig. OQutlays | Oblig. | Oblig Oblig. Oblig.
|
1 Residental 89 6% 144 144 144 144 1443[ 144 144 144
Exchange o R i j . .
2 Power Business 3,638 3.638] 2,086 2088 1.60% 19048 1874 f 1,807 T 1.910
Line 1/ [ 7 _ ol . R
3 Transmussion 234 234 296 296 291 2ar] 205 un B 311
Busmness Line [ A . B
4 Conservation & 33 a3 35 35 35 5 34 i 3]
Energy Efficiency
Services o .
5 Fish & Wildife _._.128 @8 iso Tiso) | 15 1500 THD ;. an 150 150 |
6 Interest Pension | 413 413 497 497 494 494 522 han 55K 566
2/
7 Pianning Councd | B 9 9 8 8 _—__8___ g I
8 OBLIGATIONS/ 4524 4524 3216 3,216 3,031 3,031
OUTLAYS ! L
9 Projects Funded in 20 20 25 25 25 25 ”2'53{ 25 PO T
Advance ! i
L N SR

RPAHP-L, 2 Land 4 Fand

(7
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CAPITAL OBLIGATIONS/OUTLAYS
fin rrilhons of aollars)

FISCAL YEAR

BP-2 continued | 2001 2002 2003 T 2004 | 2005 2008 2007 |
Chlg Outllays ;| Oblig Oulays Oblig. Outiays | Obhlg Onlig | Dbl Obhg
10 Conservation & o 0 26 26 a7 42 60 76| s 42
Energy Efficiency i ; .
Services — - o
$1 Transmission 188 188 299 239 406 406 487! : 8
Business Line L I . o N D . R
12 Associaled Project 70 70 105 105 117 17 17 130 40 EEE]
Costs - Capital
13 Fish 8 Wildhfe 27 27)  as s 38 a8| 3§ 34l ) 34|
14 Capital Equipment 22 22 26 26 25 25 26 251' 13 14
|
15 Capitalzed Bond o 0 2 S22 3 3 3 al Bt 3
Premiums ___:__ N
16 TOTAL CAPITAL 3or Jor 493 493 631 631 739 7o 611; 495
INVESTMENTS 15 !
17 BORROWING T n
AUTHORIMY TO ! .
FINANCE CAPITAL aor 493 631 739 710 611, 485
OBLIGATIONS 3.4/ !
18 BORROWING
TO FINANCE OTHER 1 {358) {389) {460)  (347) [315)| (49)
OBLIGATIONS : i
19 TOTAL BORROWING 763 135 242 279 353i 296] 446
AUTHORITY ' '
1/ The Power Business Line includes Fish & Wildlife, Residential Exchange. Planning Council,
Conservation & Energy Efficiency and Associated Project Costs which have heen shown seoarately
for display purposes
2/ Pension and Post-retirerment Benefits assumes that the Bonneville CSRS cosl recovery will be
phased in over a len-year pericd of time given that wholesale power and transmission rates oo
Bonnevilte are contractually frozen until the end of FY 2001. The FY 2003 Budge!l includes $8 milin: i BY 2011
and assumes that the following amounts will be recovered by Bonneville
555 2 mudhon FY 2002; 335 1 0 FY 2003; $30.9 mithon in FY 2004 §26.6 mullian 1in F¥ 2005 524 & nowonan d 7 000
5211 millonin FY 2007 FY 200% amount 1s assumed to come from additional Bonaeville: rxpense nst renees
After FY 2001, recovery 15 assumed to come from new revenuss
3. BPA’s FY 2003 budgetl has been prepared in accordance with the Budget Fnforcenent Ac’
(BEA) of 1990 Under this Act all BPA budget estimales are treatan as mandatory and arn nnt
subject to the discretionary caps included in the BEA  These esimates support actviies which
are legally separate from discretionary activities ano accounts. Thus, any changes to BPA
estimates cannnl be used to affect any other budget categories which have therr own legal dollar <
Because BPA operates within exisling legislative authority, BPA is not subject to A Budget
Enforcernent “pay-as-you-go” test regarding its revision of funding estimates.
4/ Borrowing Authority to Finance Other Gbligations represents the usa of {positive). or budding up
of (negatve), deferred borrowing. Deferrad borrowing is created when Bonneville uses cash from
revenues to iquidale capital obligations in ligu of borrowing. This creales the ability
n future years 10 horrow maney, when fiscally prudent, to liquidate revenue funded
actvites  The amouni on this ina, under Lhe litte "Borrowing Authanty to Finance (ther
Obhigations™ represants the annuat use, or creation of deferred borrowing  OMB has raguesled that
Bonnevile show 1tis deferred borrowing as a resource carned forward from yaar-(o yeas m b
manner displayed here
5 Borrowing in FY 2002 will not exceed $374.5 million as staled in the FY 2002 Congreasianal Budger BEA will margnge

tha addiional capital requiremants including evaluation of altternative funding sources

HPA/MP 1 Comd 0 Fund k
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CAPITAL
TRANSFERS
Amaoruzatior
BFA Bonas
Bureau
Amoriizauon
BPA
Apprepniations 1
Corps
Appropriations
TOTAL CAPITAL
TRANSFERS

FULL-TIME
EQUIVALENT
(FTE)

—————

CURRENT SERVICES
tm millicns of dollars)

FISCAL YEAR

STAFFING

2001 : 2002
_Pymts L Pymts
12 ] {175
1a; 17
zal' BEE
41 T
139 ¢ 239
i
2.891 3.259

Includes $26 milion Tenaska reimbursement paymani for FY 2001

APARF-1. 1 Vand 4 P and |

0O

T
I
2003 | 2004 | 2005 | 2066 | 2007
Pymts | Pymts | Pymts | Pymts _l_ Pymts ]
247 69 165 189 | 215
0 0 0 1! 1]
o o0 140 EE R 116
ol es| tz3] TThor| T 27
T 247 335|428, 496 453
i ,
‘ l
3,278 3,309 3,303 3,279 3.272

FY 103 MS Bedped



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
CURRENT LEGISLATION
(in millions of doltars)

BP-4A Fiscal Year
2001 E 2002 ]
Net Net
Capnat Capital
Net Obs Net Bonds Net Obs Net Bonds |
Capital Subject Capital  Out- | Capital  Subject  Capital Out-
. Obs 1o BA Expend.slanding] Obs to BA Expend. standing
Cum. - Start-of-Year: 1974 Act 1,675 1.675 1,873 1,873 i
Start-of-Year: 1980 Act 811 811 908 808 !
Start-of-Year: Total 2486 2444 2486 2513 2,781 2738 2,781 2.808 |
Plus: Annual Increase 1/ |
Annual Increase: 1974 Act 210 210 i 328 328
Annual Increase: 1980 Act 97 97 166 166
Annual Borrowing A. Increase 3C7 307 307 494 494 494
Treasury Borrowing (Cash) 307 375
Less:
Bond Amortization: 1974 Act 12 12 89 89
Bond Amortization: 1980 Act 0 4] 86 B6
Total BPA Bond Amortization 12 12 12 12 175 175 175 175
Net Increase/{Decrease):
1974 Act 198 198 239 239
1980 Act 97 97 80 80
Total 295 245 295 295 319 319 314 200
Cum. - End-of-Year: 1974 Act 1.873 1,873 2,112 2,112
End-of-Year: 1980 Act 908 908 988 988
End-of-Year: Total 2,781 2750 2781 2,808 3,100 3,058 3100 2001 ‘
Total Borrowing Authority 2/ 947 47
Total Legislated
Borrowing Authority 2/ 3 3,750

1/ In any gwven year, BPA may issue lass debt than forecast gependng on net nisoesues, Treasory interests ratess, and olher cash managemunt facions

in such cases, BPA accumulates a deferred horrowing balance 1131 1t accesses as noecessary in the future  For the preparation of tus budget, BPA
minimizes is level of Foderal debt financing by assuming an ootmar allocation of bextowing resources between the Transmussion System Act rap and the
Nordhwest Powar Act cap In addiion. BPA continues to saek 4 taduchion inls ve of debt financing through the following, a} further reduction in capital
sperding, b) revenue Tinanaing. and «) explonng the use of tur carty finanang. - asitile

2/ BPA’s total legisialed borrowing amount anses from the Tranumission Systern <0 (PL 93 454 Trus At provides thal the aggregale principal amount
of BPA's bonds 1ssued 1o 1he Treaswy shall not oxrared 3 total of £3 75 cathinn

Borrowing 10 FY 2002 wili ot sxcend $374 5 meion as staled e FY 2002 0 oo esanna Budget BIPA will manage
the additional capital roequicemaents mcioding evaniabon of alterl o Tudimg soan



BONNEVILLE POWER ADMI

NISTRATION

BPA STATUS of BORROWING

CURRENT LEGISLATION
{in millions of doliars)
BP-48 Fiscal Year
2003 2004 *
Net Net
Capital Capital
Net Obs Net Bonds Net Obs Net Bonds
Capital Subject Capitai  Out- | Capital Subject Capital Out- |
_ Obs to BA  Expend. standing| Obs toc BA _Expend. standing
Cum. - Start-of-Year: 1974 Act | 2112 2112 2,395 2,395 '
Start-of-Year: 1980 Act 988 988 | 1,088 1.088
Start-of-Year: Total b 3.100 3.058 3,100 3.008 | 3483 3441 3,483 3,391 |
Pius: Annual Increase 1/ ‘
Annual Increase: 1974 Act ; 433 433 526 526
Annual Increase: 1980 Act 198 198 213 213
Annual Borrowing A. Increase 631 631 631 739 739 739
Treasury Borrowing (Cash) 631 739
Less:
Bond Amortization: 1974 Act 150 150 215 215
Bond Amortization: 1980 Act 98 98 r 27 27
Total BPA Bond Amortization 2/ 248 248 248 248 | 242 242 242 242
Net Increase/(Decrease): \
1974 Act 283 283 i 31 31
1980 Act . 100 100 t 186 186
Total 383 383 383 183 497 497 497 497
Cum. - End-of-Year: 1974 Act 2,395 2,385 2,706 2,706
End-of-Year: 1980 Act | 1,088 1,088 1,274 1,274 ;
End-of-Year: Total ‘ 3.483 3.4471 3483 3.391 3.980 2938 3,880 3,888 |
Total Borrowing Authority 2/ : 54 (138,
Total Legisiated i |
Borrowing Authority 2/ | B 750 R
Hinan, given yoar, BPA may issue less debt than forecast depending on net rovenues Traasury inteosis raten ant ofier Coan' e ciegement fas oxe

In such cases, BPA accumulates a deferred bomowing balance thal it accosses as NOCessAry in the B
runenezers 1s level of Feaderan depl financing by ASSUMIng an ophmal allocalion of Dorroswing resociree:
Nothw est Power Act cap I asdiinn. BPA conlnaes 1o seek 3 reduction in its, level of dett bnancng
spending, bt revenu iinancang. and ¢y explorng the usae of thid-party financung, d feasinlo

& BPAS 1wl ngesiatod borewang amaount arses from the Transmission System Act il 4 as4) 1-
of BPA'S honds issuexd to 1he Treasury snall not exoeed a tolal of $3 75 tulhen

Borrowerig 0 FY D002 wal ool recased $374 5 otlinn as staled o the Y 2000 Comdpres<anat Huge

M Il Capibal renpuineeeats inchurding ovatiation of alteraahive funding sourca:,

ar: For the peeparation of Ve surdgel BEs

Fetwean the Transmisson Sodeet At can qmwd the
“irenigh e foli rac gL A hurt o redoe ion e caetal

ACE provaides that the digoge e poeowapa dmoont

A Wl AL



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING

CURRENT LEGISLATION
(in millions of dollars)
BP-4C Fiscal Year
o 2005 '_ 2006
Net Net
Capital Capital
Net Obs Net Bonds Net Obs Net Bonds
Capital Subject Capital Out- Capital  Subject Capital  Out-
Cbs to BA Expend. slanding; Qbs to BA Expend. standing
Cum. - Start-of-Year; 1974 Act 2,706 2,706 2,988 2,988
Start-of-Year: 1980 Act 1,274 1,274 1,489 1,489
Start-of-Year: Total 3,880 3,938 3.980 3.888 4477 4,435 4,477 4,385
Plus: Annual Increase 1/
Annual Increase: 1974 Act 469 469 340 340
Annual Increase: 1980 Act 240 240 271 271
Annual Borrowing A. Increase 709 709 709 611 611 611
Treasury Borrowing (Cash) 709 611
Less:
Bond Amortization: 1974 Act 187 187 110 110
Bond Amortization: 1980 Act 25 25 20 20
Total BPA Bond Amortization 2/ 212 212 212 212 130 130 130 130
Net Increase/(Decrease}:
1974 Act 282 282 ; 230 230
1980 Act 215 215 i 251 251
Totai f 497 A4/ 497 acs 481 481 481 481
Cum. - End-of-Year: 1974 Act 2,988 2,988 i 3,218 3,218
End-of-Year: 1980 Act 1,489 1,489 | 1,740 1,740
End-of-Year: Total | 4477 4.43% 4477 4 385 4,958 4916 4958 4866
Total Borrowing Authority 2/ {65) {1.116)
Total Legislated !
Borrowing Authority 2/ - ' B £ 'BISQJ
* 0 any givan vear, BUA may issue less aent than forenast dopending on not revenues. Troasuty niarests ratms and othan cas™ miadpjument fact v
i wnch cases, BPA ac umuiates a defemed bomowing halanoe that il accesses as nucessary © he fulure For ihe preparal on ol the, budael, BRPL
s s tevel of Faderal debt financng by assieting an opbimat ailocation of borrawing res »rees betwean the Transmeston System Act cap a2 e
rHorinwes! Power At cap i addibon, BPA continues to seek a reduchon nits level of debt finunong Infough the foltonwing, b turher reducton in —asital

soendingg, B revenoee inancing, and o) explonng the use of fhimd-party inancing,  feashie

TORPAs lotal legislaled borrowing amount anses from the Transmussion Syslem Act (Pl 93-4000 This At prosites Ial e g gregaie Drncifiy aaunl
v HIPA'S bonrds 1ssLad to the Troasury snal not eaceer a tolat of 33 75 billion

Dorriwng v Y 2000wl ool exeoed 3474 5 mnhon as staled i the FY 2002 Congresamnan by oget B wllimanig:

o ddibiarnat Catalat reconrernents e evaiiaton af allormatees Londing sonroes,



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
CURRENT LEGISLATION
(in millions of dollars)

BP-4D Fiscal Year
2007 ]
Net i
Capnal |
Net Obs Net Bonds |
Capital Subject Capital  Out-
|_Obs__ 1BA Expend. standing)
Cum. - Start-of-Year: 1974 Act 3,218 3,218 i
Start-of-Year: 1980 Act 1,740 1,740 !
Start-of-Year: Total 4,958 4,916 4,958 4.866
Plus: Annual Increase 1/
Annual Increase: 1974 Act 274 274
Annua! Increase: 1980 Act 221 221
Annual Borrowing A. Increase 495 495 495
Treasury Borrowing (Cash) 495
Less:
Bond Amortization: 1974 Act 111 111
Bond Amortization: 1980 Act 0 0
Total BPA Bond Amortization 2/ 111 111 111 111
Net increase/(Decrease):
1974 Act 163 163
1980 Act 221 221
Total 384 3R4 384 384
Cum. - End-of-Year: 1974 Act 3,381 3,381 |
End-of-Year: 1980 Act 1.961 1,961 |
End-of-Year: Totat 5,342 5.300 5342 52501
Total Borrowing Authority 2/ 11,500
Total Legislated ‘ !
Borrowing Authority 2/ o o 3,700

1410 any given year, BPA may issue less deblt than forecast dependng onnet revesoes, Treasuny inlere-1s mles, and oltes - sh management factors

I such cases. BPA accumulates a deferred borrowing balance that t acessas as necessary in the future For the prepacation & Pos origel, BPA
muirmizes s level of Federal debt financing by assuming an oplmal alincation of DORTOWING FEsOUFGes between the Transmission Systenn Act cap and the
Nrwthwest Power Act cap In addiion, BPA contnues 1o soek a teduction in 1§ evel o debl inancing  {heoagh the fatlowing, a1 lufher reouchon o captal
sroneding by revenue financng, and ¢} exploring the use of thd-party finaneing. d feanible

& BPAs otal legislaled borrowing amount anses from the Transmisssn System Act (BL G4.454)  This At provides that (he aggregate onngipal amaount
it BRPA's honds issund 1o the Treasury shall nol exceed a tolal of 33 75 bithon

Bowrawrig m FY 2002 will not excoed $374 5 meian as stated i tha Y 2002 Condressimnnal Boghget  fo A wold miangge
s additional cagrlal requirements including evatiation of alternative fisoing soon e



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
PROPOSED LEGISLATION \1

(in millions of dollars}

BP-4A Fisca! Year
2000 2002 )
Net Net ]
Capital Capital
Net Obs Net Bonds Net Obs Net Bonds
Capital Subject Capital QOut- | Capital Subject Capital Out-
Obs  to BA Expend.standing] Obs to BA Expend. standing|
Cum, - Start-of-Year: 1374 Act 1,675 1,675 1,873 1,873
Start-of-Year: 1980 Act 811 811 908 908
Start-of-Year: Proposed 0 0 0 0
Start-of-Year: Total 2486 2444 2486 2513 2,781 2,738 2,781 2,808
Plus: Annual Increase 2/
Annual Increase: 1974 Act 210 210 328 328
Annual Increase: 1980 Act 97 97 166 166
Annual Increase: Proposed g 0 0 0
Annual Borrowing A. Increase 307 307 307 494 494 494
Treasury Borrowing (Cash} 307 375
Less:
Bond Amortization: 1974 Act 12 12 29 B89
Bond Amortization: 1980 Act 0 0 86 86
Bond Amortization: Proposed 0 0 4] 0
Total BPA Bond Amortization 12 12 12 12 175 175 175 175
Net Increase/{Decrease):
1974 Act 198 198 238 239
1980 Act g7 97 80 80
Proposed Act 0 0 0 0
Total 295 Sy AL 24 | S 31y 319 200
Cum. - End-of-Year: 1974 Act 1,873 1,873 2,112 2,112 !
End-of-Year: 1980 Act 908 908 988 988 J
£nd-of-Year: Proposed 0 0 0 Q
End-of-Year. Total 2781 2.7n8 0 2040 2.BUY 3,000 3,058 3,100 3,008
Total Borrowing Authority 3/ 84?2 742
Total Legislated
Borrowing Authority 3/ . 3750 3750
1 Thes Eatsle reflects S2hihon in new bomowing authooty tegislation e FY 20000 BEAS existios semaiming o owing avthoety s ool sufficent o funad all
projpects wientified 19 nelp raliove e infrastructure problems encompassing the West Coast  “rus 52 oidlon in new pomow. g authonty 1, assumed in

Py 2003 Prowoctsd amorization estimates cumently are alionated betwean the cashing acls estabhshing borrowing authont : and are subject 1o change
wiln pstatishment < oroposed legislauon

I any gueen year HPA may 1ssue ess debt than forecast dapending on net roveoues, Tredqaory interests rates, and ofbe cash management facioos

Ity such cases, BPA accumulates a deforred borrowing balance that d acoesses an necessary o ihe folure  For 1he prepariton of thes bodgel, BPA
munamizes its level of Faderal debl financing by assurming an optimal allocation of homowing rosources batween the fransm ssion System Act cap and the
Nohwest Power Adt cap In agditton, BPA cantinues lo manage its invel of debt hnancing t#wough the tollowing . a)

revonue fiancong and b) explonng the use of third-party inancang, o feasibic

Horrowing o BY 2002 will not exceed 3374 5 milion as stated inthe FY 2002 Congressional Budgel BPA will suinage
e adkdiional capial coquaemants including evaluaton of alternative lunding sources

L HPA'S total fegiitated borrowing amount ansas from the Transmission: Systiem Act (PL 93 4%4) This Act prowvides thit e aggregate pnnoagai amount
uf HPAS Bands et Lo the Treasory shall nat oxceod a total of $3 75 illon  Thes BP-4 Tatue for Proposed | egistation prowiddas that the aggregate
principal amounl of BRPA'S bonds ssuad 1o the Troasury shall not excead §5.75 bition as of F ¥ 2003



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
PROPOSED LEGISLATION \1
(in millions of dollars)

BP-4B Fiscal Year
; 2003 ' 2004 ~ )
| Net Net |
' Capital Capital |
i Net Obs Net Bonds Net Obs Nei Bonds |
. Capttal  Subject Capital Out- Capital Subject Capital Out-
. Obs  toBA Expend. standing] Obs  toBA_Expend standing |
Cum. - Start-of-Year: 1974 Act 2,112 2,112 2,395 2,385 ]
Start-of-Year: 1980 Act | 988 988 1,088 1,088
Start-of-Year: Proposed 0 0 0 0 f
Start-of-Year: Total 3,100 3,058 3,100 3,008 3,483 3,441 3.483 3.391 :
Plus: Annual Increase 2/ |
Annual Increase: 1974 Act * 433 433 154 154
Annual Increase: 1980 Act 198 198 224 224
Annual Increase: Proposed 0 0 361 361
Annual Borrowing A. Increase 631 631 631 739 739 739
Treasury Borrowing {Cash) 631 739
Less:
Bond Amortization: 1974 Act 150 150 215 215
Bond Amortization: 1980 Act 98 98 27 27
Bond Amortization: Proposed 0 0 0 0
Total BPA Bond Amortzation | 248 248 248 248 242 242 242 242 |
Net Increase/{Decrease): ; |
1974 Act ' 283 283 (61) {61) i
1980 Act 100 100 197 197 |
Proposed Act 0 0 a61 361 1
Total 383 383 383 383 497 497 497 467
Cum. - End-of-Year: 1974 Act 2,395 2,395 2,334 2,334
End-of-Year: 1980 Act ¢ 1,088 1,088 1,285 1,285
End-of-Year: Proposed ‘ 0 Y 361 361 ,
End-of-Year: Total . 3483 3,441 3,483 3,391 3,880 3,938 3,980 1.888 !
| |
Totai Borrowing Authority 3/ 2.359 1,862
Total Legisiated j
Borrowing Authority 3/ 5750 | 5750
T Thes e reflects 20ilon in new b drowang adhonty ey siaion in FY 2003 BP4&'s existing remaming borrowing authonty s not suthicient to fund all

prgncts - wenlifid o help reheve the afrasiructne problams ancompassing the West Coastl Thus $2 billion in new borrow ing authonty s assumed n
P 2003 Progaaed amorlizalion estirises cacently are allocated botaeen i axistoig acts eslabhishing horrowing authonty and are sutiject to changse

with st shment of praposed logeslar e

Zoindm pven year, BPA may ssua liess debl inan forecsst depending on net revenues, Treasury mtorests rates . and ofnher cash manasgement faclors

In such cases, BPA accumulates a de'nrred bomowing balance that it accesses as necessary n the future  For the preparation of 1his budgel. BPA
munumizes s level of Feaeral debt inarvang oy assummg an oplimal aliocation of borrowing resourcas between tha Transmission Sysler Act cap and the
Horthwest Power Act cap In ackhitton H4PA eoatinues 1o manage its lavel of dobt fnancing thraugh the following; a)

revanue friancing, and by axploning e osa of terd-party Tnancing o faasiie

Hoeowan o Y 2002 will nol eecend 1374 5 nuthan as staled in the FY 2002 Congressional Budget, BPA will manage
e ol CAG CEQUITEIMEnts nchoding evalualion of alternalive (Undig Sourees

1 BPAS gl legesialed bomowing amoont ansas troen the Transmission Systern Ast (PL 93-454) This Act providas that the aggregate pancipal amount
ol BEA's tonds issued 10 the Treasury shall nod erceed a total of §3 75 billlon This BP-4 Tabla ter Propased Legisiation provides that 1he aggregato
pencipai arnount of BPAS bonds 15sws1 1o the Treasury shalt not exceed $5 75 billon as of Fy 2003



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
PROPOSED LEGISLATION 1
(in millions of dolars)

BP-4C Fiscal Year
2005 2006 ]
Net Net i
Capital Capttal '
Net Obs Net Bonds Net Obs Net Bonds
Capital Subject Capital Out- Capital  Subject  Capital  Qut- |
Obs to BA Expend. standing| Obs to BA  Expend. standing
Cum. - Start-of-Year: 1974 Act 2,334 2,334 2,362 2,362
Start-of-Year: 1980 Act 1,285 1,285 1,287 1,287
Start-of-Year: Proposed 361 361 828 828 i
Start-of-Year: Total 3,880 3,938 3,619 3,888 4,477 4,435 3649 43851
Plus: Annual Increase 2/ |
Annual Increase: 1974 Act 215 215 187 187
Annual Increase: 1980 Act 27 27 25 25
Annual Increase: Proposed 467 467 398 398
Annual Borrowing A. Increase 709 7059 709 610 610 610
Treasury Borrowing (Cash) 709 610
Less:
Bond Amortization: 1974 Act 187 187 110 110
Bond Amortization: 1980 Act 25 25 20 20
Bond Amortization: Proposed 0 0 ] 0
Total BPA Bond Amortization 2/ 212 212 212 212 130 130 130 130 |
Net Increase/{Decrease): ‘
1974 Act 28 28 77 77 !
1980 Act 2 2 5 5 |
Proposed Act 467 467 398 398 ‘
Total 467 497 497 487 480 480 480 4801
Cum. - End-of-Year: 1974 Act 2,362 2,362 2,439 2,439
End-of-Year: 1980 Act {1,287 1,287 1,292 1,292
End-of-Year: Proposed 1 828 828 1,226 1,226
End-of-Year: Total L4477 4,435 4477 4,385 4,957 4,915 4957 4865
Totat Borrowing Authority 3/ 1,365 885
Total Legislated
Borrowing Authority 3/ 5750 B 5750

14 This table refloct. S2ithoa o idaw BOrowing authonty legistation n FY 2003 BPA's exisling resmaining bomowing authonty 1s not sufficient to funa a
progects dantified to tdp reliova e infrasbucture problamsy encompassing the West Coast Thus 32 billion in now bormowing authoaty 1s assumoed m
Y 2003 Progecied amortizalion esumates ciatootly e allocalad hetwaen the existing acts eslabhsiing borowing authonty and are subjont 1o change

with eslabishonant - oroposed legisialion

2 In any goeenn yeac BPA may issue less debt than forecast depending on net revenues, Treasury inlerests rates, and olher cash managerment factons

In such cases, BPA sccumulales a defarmed borowing balance that il accesses as necessary in the future  For the preparation of this budget BRI
mimmizas its leval of Fadaral debt financing by assuming a0 oplimat allocation of bormowing rescurcas batween the Transmission System At cap and the
Northwast Power Act can In addiion, HPA continoes o manago ds lavet of debt financing through the Tollowsng: a}
revenue inancoing, ant b)) axplonng the use of furd-party iInancing. if feasibile

Borrowing 0 FY 20000 will not oxGoad $374 5 malon as stated 0 the FY 2002 Congressional Buogel  8PA will manage

the: wrddiionatl capile’ regquirements including nva.aation of allecnglive funding sources

3¢ BPA'S lotal logisialed borrowing amount anses from the Transmssion Syslem Act (L 93-454)  This Act providas thal the aggregate poancipal amoont
of BEA's ponds ssied W the Traasury shall not exciod a total of 33 75 tlan This B4 Table for Proposed Legislation provides thal the aggregate
pnncipal amount of BPA's bonds isswed to e Troasury shalt not exceed 3575 billion as of FY 2003



BONNEVILLE POWER ADMINISTRATION
BPA STATUS of BORROWING
PROPQSED LEGISLATION i1
(in millions of doliars)

BR-4D Fiscat Year
— 2007 ]
Net
. Capital
| Net Obs Net Bonds
‘1 Capital Subject Capital Out-
_Obs  toBA Expend standing
Cum. - Start-of-Year: 1974 Act 2,439 2,439
Start-of-Year: 1980 Act 1,292 1,292
Start-of-Year: Proposed 1,226 1,226
Start-of-Year: Total 4,957 4915 4,957 4,865
Plus: Annual Increase 2/
Annual Increase: 1974 Act 110 110
Annual Increase: 1980 Act 20 20
Annual Increase: Proposed 365 365
Annual Borrowing A Increase 485 495 495
Treasury Borrowing (Cash) 495
Less:
Bond Amortization: 1974 Act 11 111
Bond Amortization: 1980 Act 0 0
Bond Amortization: Proposed 0 0
Total BPA Bond Amortization 2/ 111 111 111 111
Net Increase/{Decrease): .
1974 Act i {1 {1)
1980 Act ‘ 20 20
Proposed Act 365 365
Totai “ 384 384 384 384
Cum. - End-of-Year: 1974 Act 2,438 2.438 ;
End-of-Year: 1980 Act 1.312 1,312 i
End-of-Year: Proposed | 1,591 1,591
End-of-Year: Total 9341 5299 L 341 5249 ‘
|
Total Borrowing Authority 3/ 501
Total Legislated
Borrowing Authority 3/ B - 5750 ‘

1 This labie refleds $2010100 0 new BOMowirkg autbiornty legistat. e FY 2004 BRA's fxislite g remamn g borrowing authoeily 15 not sutficaeat to hund gl
oropects oentfied to help rehave the infrastructure problems en HERIsSIng the Woest Caast T hoe 32 million in mew Bomowing authonty 1s
FY 2004 Prrogactaed amoehzalion astimatos currently aeer allocatie? Botaoon e Fling acty e tatlsheag borroe g authonty and a0 subaet to change
with establishimant of proposod legisiat.on

SuANed 1IN

SEinany given yoar, BPA may issue fess debl thaa [ieacast depee g on net revonues, Troas sty INteoosls fates, and oher cash managom el Lietonr

in such cases, BPA accumulates a defemed borrowing balance 1hat ! accessas as NECOssary :n e future  For the preparalion of (hus budgel. GPA
minimizes iis level of Federal deot financing by assuming an optirial allocation of DOTOWING resources betwaan the Transmuission Systom Act cap and tho
Northwest Prwer Act cap In additon, BPA continues 10 managa its lavel of debt linancing 1hrough the following. &}

rovenue finanang, and b) explorng the use of third party inancing . 1 feasible

Horrawing in FY 2002 will not exceed $374 5 million as stated o ihe FY 2002 Congressional trwget HEA will manags:
e adchtbonal captal requirements including  evaluAalion of allerrilivo tunding sources

¥ HPA's total legestated bomowing amaount anses Irom the Transmission System Act(PL 84 4% Trus Act provickss that the aggrugate prncipal ameount
of BPA'S bhonds 1ssued W the Treasury shall not excead A Iotal of $73 75 billion This BP.4 Tatue or Proposed Legistatnn providas that the aggrogak:
poncipal arnount ol BPA's bonds issued 10 the Traasury shall ner axceod 35,75 hithion as of £y 2004

~d
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TREASURY PAYMENTS
(in milions of dollars)
FISCAL YEAR

2001 2002 [ 2003 | 2004 | 2005 2006 | 2007
INTEREST ON BONDS & : o
APPROPRIATIONS ‘ i i
Bonneville Bond Interest \ ‘
Bonneville Bond Interest (net) 116 | 140 18] 184 210 2398 266
AFUDC ¥/ 1 11 14 16 16 15 15
Appropriations interest i | !
Bonneville 5 68 se o sx | 631 56 ap 32
Corps of Engineers 2/ 165 THA 185, 192 199 . 197 196
Lower Snake River Comp. Plan i 17 16 16 16 6] 16 16
Bureau of Reclamation Interest 3/ ! 41 36 %) 35 35 35 35
Total Bond and Approp. Interest ; 418’ 452 471 506 532 548 ' 560 |
. | !
ASSOCIATED PROJECT COST : . ‘ '
Bureau of Reclamation limigation Assistance 17 il ( | 1 0 0 4]
Bureau of Rec. C & M 4/ 0 0 0] 0 0! 0 0
Corps of Eng. O & M 4/ ' 0 U Ia 0 J 0 0
L. Snake River Comp. Plan © & M 4/ 15 ¢ ; 9] ; 0 ‘ 0 0 0
Total Assoc. Project Costs 32 0! 0 ; 1 ¢ 0 0
CAPITAL TRANSFERS 1
Amortization | | ‘
Bonnevile Bonds 5/ 12 175 | 247 | 169] 185! 189 215
Bureau of Reclamaticn Amortization 19 17 0 ’ 0 0 1 1
Corps of Engineers 34 = 0 ‘ 66| 1231 107 121
Lower Snake River Comp. Plan ! 0 i 0 0 0! 0 0!
Bonneville Appropriations &/ ! 73 L ol too! 140+ 189 116 |
Total Capital Transfers ! 138 239 2477 335 428° 496 453
TOTAL TREASURY PAYMENTS 7/ ‘L 588 [ 691 ‘ 718 | 842 | 960 I],DM 1,013
1/ This mterest cost is capRalized and included in Bonnaile', Transrussior Sastim Development
System Replacements, and Associaled Proyects Capdal programs. Ak U rancen thraugr
the sale of bonds
2/ Includes interest on construction funding for Coms of ©ngineers 1o uh bypass hichins &
Corps dams i the Columbia River Basm, including Lower Monamental lee borbor, and The Datles
dams, as called for in the Fish Spillway Memorandum of Agreament approves o Aginl 10, KRG
3/ Includes payments paid by Bureau tu Treasury on behalf of Bonnewlle
4/ Costs for power O&M s funded directly by Bonnewille as folows (in milhons |
FISCAL YEAR
{2001 | 2002 | 20032004 2005 2006 | 2007 ]
Bureau of Reclamaton 55 57 59 61 63 65 67
Corps of Engineers 104 1 125 128 131 134 139
Lower Snake River comp Plan 15 15 16 17 18 149 20

Bureau O&M budget esbmates do not reflect anproximatety %10 million in Bureaw of Reclamation cost
savings of which $3 million can be spent in a single fiscal ynar

Bonnewvile, through FY 2006, also directly funds the Coms of f-nginecrs $6 coion annually

for small capital power O & M idems  Funding for these small capital powes tems 15

included within the Power Business Line capital budget

5/ The FY 2001 amortization amount ncludes a portion of the FY 2001 planned amortization amount

consistent with BPA's capital strategy plan and debt optmzation plan. Bond Amortization assumes use -if

additional $2 bifion in new borrowing authority
6/ Includes $26 milkon Tenaska rembursement payment for b Y 2001
7/Does not include Treasury bond premiums on refinanced Treasury tonds

BPA/Treasury Payment

FY 2003 OMB Hudget



OBJECT CLASSIFICATION STATEMENT

IDENTIFICATION CODE: B9-4045-0-3-271
DIRECT OBLIGATIONS

(in millions of dollars)

ESTIMATES
2001 2002 2003
11 1 Ful-time permanent 200 154 152
11.3 Other than full-time permanem 3 2 2
11.5 Other personnel compensation 22 17 17
11.9 Total personnel comp. 225 173 171
121 Civilian personnel benefits 52 40 40]
21.0 Travel and transportation of persons 10 8 7
22.0 Transportation of things 7 5 5
23.1 Rental payments to GSA 12 e 9
23.2 Rents, other 12 9 9
23.3 Communication, utilifies & mise charges & 5 5
24.0 Printing and reproducticn 0 0 Bl
25.1 Consulting Services 13 10 10
25.2 Other services 1/ 3,669 2,822 2786
25.3 Purchases from Government Accounts 210 162 160
255 R & D Contracts 2 2 2
26.0 Supplies and materials 46 35 35
31.0 Equipment 26 20 20
32.0 Lands and structures 24 19 19
41.0 Granis, subsidies, contributions 26 20 20
43.0 interest and dividends 511 395 389
990 Subtotal obligations 4,851 3,734 3687
8995 Total obligations L ]
14 FY2001 data has a forcasied Purchased Power figure of 2.269 million basea o 3rd Quianter Revies

B A/OB), Classification

FY 2003 OMB Budget



Estirmate of Proprietary Receipts
(in millions of dollars)

Fiscal Year

2001 200¢ 2003 2004 2005 2006 2007
Bureau Interest 41 36 35 35 35 35 35
Bureau Amortization 19 17 0 0 0 1 1
Bureau O&M i 0 0 0 0 U 0
Bureau Irrig Assist i 0 G 1 ¥ § o
Revenues Coilected by Bureau
Distributed in Treasury Account{rredit) -7 -7 -7 -7 -7 -7 -7
Colville Settlement {credit} =20 -20 -15 -23 23 2% -4
Total 1/ 50 26 13 6 5 & 5
CSRS g 55 35 31 27 25 23
LSRCP Q&M 15 S
Total 2/ 23 55 3 3 27 25 23

1 Includes amortization of appropriations anc rrgation assistance, and interest costs for the Bureau of Rerlamation
The cast of power O&M for Bureau of Reclamation is no longer included in Proprietary Receipts due ta Direct Funding
by Bonneville. Represents transters 1o Account 8895000 26

2/ The costs of power O&M for Corps of Engineers and Lower Snake Comp Plan are
ne longer included in Propnietary Receipts due Lo Direct Funding by Bonneville
Represents transfers to Account #§92889, Repavnents on misc. recoverable costs. not otherwise classified

Costs for power O&M s funded directly by Bonneville as follows (in millions)

[___ 2001 | 2002 2003 | 2004 2005 | 2006 2007
58 57 59 i1 b 0t 67

s 117 125 128 i T4 139

15 1 17 “ e

tsureau Q&M budget estimates oo not reflect apc smateh, 500 milion in Suress of Reclamaton oo
savings af which 33 mdlion cam be spent in a sineae: fiscal yoear

sonneville, through By 2000, slso directty funos. te Corps o Fagineers $6 milhon annuatly

e small capial power O & Matems  Funding * v hese smal Sapial power 1ems s

ncluged withre the Power Busmiess Litee Lapital faaaget

BPA/Frupr. Heclegts Y 2000 (NH Badger

3]



Exsculive Summary
8P A Fish and Wildlife MOA Funding
(Dallars in Millions)

31372001
Actual Actua Aiunl Atual Aitunl (1] 96 0t LA = far XY
FY 1986 1997 1998 1999 2000 2001 Totat  Avy 2002 2003 2004
Direct Program Expenses
MOA Plan 1SRV (ESH WA Tikpe, HEE Feni ot
Avg Expenditure Amount Available 1 100 AR 1607 1A T
Actual (FY 1996-2000): Pianned (FY 2001} 2/ [0 ar 10K T, 110 ST [
Carry Forward Balance ! 4/ A1h ain EREN [T [T
Reimbursable F&W Expenses of Other Agencies
MOA Flan 384 EIVRN LR ST o L Lo
Avg Expenditure Amount Available 40 45 Sl 4 RN [EYE
Actual (FY 1936-2000). Planned {FY 2001) 54 54 rod a8y AT 4HE R
Carry Forward Balance 4/ 48 94 ish 155 MRV AR
Capital Investments Fixed Expenses
MOA Plan i1 872 0s7 177 1791 15610 LEEC T
Avg Expenditura Amounl Available 1f 1115 151y 100 2334 2186 354
Actual (FY 1996-2000); Plannad (FY 2001) 731 w3 741 761 7r? 909 4670 T
Carry Forward Balance & 384 54 Y162 157 3 2014 Z23ah
Total
MCA Plan FAR 277 Hae 2 258.2 2694 29 5 LI R T
Avg Expendilure Amouni Available 1/ 2817 KRNI RRAR:] 4385 a7y 8 524 5
Actual Expenditures 1769 134 3 S5 2232 2229 2449 4
Carry Forward Baiance & 748 136 4 TTHA 21571 256 R 2750

River Operations

Power Purchases & ou o s RN Wt
Foregone Revenues &' AT AT A hh Fgf $T o o
Other 7/ a5 i 2l 4
Total an 7 ik o M bah RIS g
Actual Expenddures Grand Tota! YA h [T R AR AT ERR o
(58 Haated Transmissron Enhaniameats [ bR -t e in

LSV TR

Aatuab gy for il eageniness and capnal e stmeents tofhct b s 1 aae Sy ol et foe | St oo Cate e
TGOS At onggntent woath the Fishoaod Widhfe Burkgpet Meowstandun D aggriemend Tor bee gt e e, 005 Thue, . ' B
ALLILAl et DSt oo the BWOPC pronbizssion pro s A b act L0 00 ¢ e e 0 W5 ot o1 e ' y - e
A FEPTEr s bt e hed at this imwe an 3PS Frsh and Wil site Hudy 1 ¢ fiscary LIS 13N AR TR LTI SRR TR SO e V-
ANNGUK e D el T TS Bonnesolk wiK assues thai s g P e provirken fon ek ey of
Hates
*in additnr. $27 mallton (ar yauar n capitat funding {Bomowang) wiil Lee peov tne by B8 1a8 the Tarect Fleogramth g . o e
rethected ot Fagendiurns Plan for the Cagnal Investiment catngas,
20 This inlsmmanar 16 repoed on an accrual basis For Direct Program muarnaoement PUIPOSes. BPA Al reports e cagreatiare, o gl s o e il
e acorpaly big the Sbhgatons since nat al funds are expended in the year i which they are obiigate:
WBPAS Y G 001 ishoand Wildhte Program Expense Budget n $10:0 mamnn perr year Aotual eagaennne Fab oo PHHE 0 fdwee ot el 5 R0 D i ke
i what was avanatle . BPA inaccortance with the MOAC will carry ofwae §20us armmont witts -t
A Onginal DA PLn incheed mlerest al b 093 percent for EY 1995 2001 The antoal mteoma ] cale t eeonmmeed el 15 L The oo e e e
OB 1T S S DG V98 16 4 221%, 199915 4 BGA%. 2000 i 6 1Y%, strmled oteennd T b Y 200 i b 1400
Stsunwted by By OCOUY6 1995 gotual amnant wall change when the: Nunr Neelek Arc crecuted Far by D& 50 byt e 1 R [ TR ()
Actual by oesgeal condinng - This indornation s not yet availabe:
B g the aitial discussions, wiwn devenpng the MOA The *965 07 Avg™ oo estiasalad o b atwnt $4735 mall o
T These esiated casts are related to anntalions placed on opiotmg range, thretay wvels i QO ator Pty L] e s [T e el
nipwer producion not ethed in Hydr regutation models
B No agreement fus been reached at s bme on BPA'S Fish and Wikiile Laduget Lot fiscal yesaes beyond 2001 810
worked with Cokning Basin tnhees, stale aod (ederal agencis, and pubiic s orest grous 10 tevelop an cxpecien LT L L S I L N
OO0 As o Juby 890 thee 101l esimaled annuat average fimancid ngact < BPA, for the ezt s Sk s vd wikdhle prograrme, ekt LG 0 e $IHY ey 0

part year Tt seege ol s was used o doveion the cate peegeesad B e 000 008 FIIWE At e an s e et AT o, b g

B AL T T r St A Y]
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CAPITAL INVESTMENTS
Birn b oanaemy v utte
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TOTAL CAPITAL INVESTMENTS
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