SN-03 BPA Data Response

Request No.:  CA-BPA:001
Request:
Witnesses:
Lefler, et al.,



Exhibit:
SN-03-E-BPA-06, Page 6, Line 4-7

Please provide documents that support the statement that, “The implication of these reviews was that the fundamental relationship between BPA and its long‑term power customers would change significantly and that BPA’s traditional customer support services would no longer be needed.”

Response:
The Cost Review of the Federal Columbia River Power System Management Committee Recommendations supports the statement.  The Review in its entirety can be found at: http://www.nwppc.org/library/1998/cr98-2.htm - glance.  We would like to point you to the first recommendation of the Review which was to further reduce staffing and support costs of power marketing and other Power Business Line functions not directly related to operation of the Federal power system.  The implication of this recommendation was a change in the relationship between Bonneville and its long-term power customers.  As a result, many traditional customer support services would no longer be provided.  Power Marketing would focus on maximizing the value from the seasonal and monthly changes in the hydro system.  

Ending Bonneville’s responsibility to acquire resources to meet the load growth of customers, except on a bilateral basis where the customer accepts the risk and financial obligations associated with such acquisitions, was a key direction of the Comprehensive Review and guidance in the Cost Review.
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SN-03 BPA Data Response

Request No.:  CA-BPA:002
Request:
Witnesses:
Lefler, et al.,



Exhibit:
SN-03-E-BPA-06, Page 6, Line 7-9

Please provide a copy of the portion of the Comprehensive Review that “assumed Northwest customers would not exercise their statutory right to obligate BPA to meet their entire net requirement, even if the total sales exceeded total output of the Federal System.”

Response:


The pertinent portion of the Comprehensive Review reads as follows:

Longer-term subscribers would have the right to purchase power at cost for the term of the contract. . . . Short-term subscribers also get the right to purchase power at cost.  If they wish to be assured the ability to renew their contracts at cost, they must pay an option fee for the term of their contracts to compensate the U.S. Treasury for the risk of shorter-term contracts.

Comprehensive Review at 5.
. . . . To the extent consistent with its obligation to repay Treasury, Bonneville should return to its historic role of marketing power generated by the Federal Columbia River Power System, rather than becoming an aggressive marketer of products and services in the emerging competitive power market. Bonneville should develop a quantitative marketing plan.  The plan should be presented to a transition board reporting to the Governors.

* * * * * * *

In addition, it is recommended that Bonneville would not acquire resources to serve its customers' load growth except on a direct bilateral basis where the customer takes on all the risk of the acquisition. . . . 

Id. at 6.  

For at least the short term following 2001, renewable contracts of shorter duration place an element of potential risk on the Treasury, associated with customers leaving if Bonneville costs became significantly higher than market. . . . The subscribers assume a greater level of risk than in the current system.  For example, if the region were to experience lower than expected market prices that are below Bonneville costs for an extended period of time, the long-term subscribers would still be obligated to pay Bonneville’s costs.  Short-term subscribers would be able, at the end of their subscription period, to let their subscriptions lapse, but may elect to stay, hoping to realize the longer-term savings associated with the system.

Id. at 14-15.

The entire review may be found at:

http://www.nwppc.org/library/1996/cr96-26.htm - I5
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