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BPA Expense Reductions & Deferrals from Financial Choices - $300 M

· The expense reductions and deferrals from Financial Choices are actions that will be taken in FY03-06.  The reductions and deferrals for FY03 are embedded in the latest SN CRAC Initial Proposal.  The agency has committed to holding power function-related internal operations to FY01 actuals on average in FY03-06.  

Additional Revenues in FY04-06 (FB CRAC plus flat rates) - $550 M

· In the FY02-06 Net Revenue gap in August (1,200), we did not forecast the effect of an FB CRAC or a Slice true up in FY04-06 when calculating the gap.  In our Initial Proposal net revenue gap ($920), we calculated the effect of the FB CRAC triggering in FY04-06 (about $320 M) and a Slice true-up amount ($200 M).  When looking at the total rate impact of the forecasted LB and FB CRAC for FY04-06, it is close to being equal to current rate levels.  The difference between the total FB and LB CRAC rate levels and current levels account for about $30 M.  

More Cost Effective Fish Recovery Program - $80 M

· Savings from a modified fish operations program are already embedded in the SN CRAC Initial Proposal.  We are continuing to achieve savings in the Direct Program.   The fish operations program is modeled in our hydro forecasts, which are an input into our total inventory to sell.  Any additional inventory we get to sell as a result of modified fish operations is modeled against 3000 games where possible forecasts of how the water will flow down the river and the price it would receive are calculated.  These results mostly manifest themselves in the surplus sales transactions.    

Estimated changes in 4h10c and FCCF credits - $100 M

· FCCF credits are calculated based on the type of water we receive.  This credit is triggered when we experience below average hydro conditions.  In August, we were forecasting about average water (101 maf).  In our current Initial Proposal, we are forecasting below average water (75 maf), which then triggers the FCCF credits we can take.  Running it through a risk model that simulates 3000 different outcomes derives this value and then the expected value is taken from those games.  

· The 4h10c credits are calculated based on prices and fish operations.  In August, we were assuming operations based on average water and a given price.  In our Initial Proposal, we are operating based on below average water and a new price forecast.  The result of these two factors results in an increase in 4h10c credits we can take this year.  

Reduction in FY03 Revenues due to reduced hydro supply & other changes ($200 M)

· In our August forecast, we were calculating surplus revenues based on average water and at a price reflecting that assumption for FY03.  As the forecast of water drops, it decreases the amount of surplus sales we can make and changes the price the market is willing to pay for that energy.   Given our new water forecast and the reaction the market has taken to the decrease in inventory (103 to 75 maf), we adjusted our revenues from secondary sales to reflect this new outlook. 

Reduction in hydro supply in FY04 and secondary revenues in FY04-06 (& OTHER CHANGES)

· Reduction in hydro supply in FY04 due to below average hydro conditions in FY03:  $50M.  This is a result of having to refill behind the dams to prescribed levels instead of selling the energy as a result of below average hydro conditions in FY03.

· Reduction in secondary revenue forecast for FY04-06:  $390M ($130M/year).  Since the August forecast, we have made some adjustments to our methodology that we use to forecast secondary revenues.  The changes to the methodology have resulted in a lower expected price that we will receive for our secondary sales.  We have incorporated these changes into our Initial Proposal forecast.  

· Other changes of $110M are increases in the following major categories:

· GTA – under-forecasted in August 2002:  $45M

· Fish & Wildlife Direct Program – under-forecasted in August 2002:  $45M

· Long-Term Generating Projects – under-forecasted in August 2002:  $15M

· PBL Efficiencies Project – expenses could not be capitalized as forecasted:  $10M

