SN-03 BPA Data Response

Request No.: PP-BPA:001
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 3, lines 16-17

Please provide all reviews BPA has conducted looking at its three important indicators of financial reserves, net revenues, and the credit rating on BPA-backed bonds since January 01, 2001.

Response:
At each Quarterly Review, BPA reviews net revenues and reserves.  Those reviews are in the attached documents:

For FY2001, PP-BPA-001A.pdf, PP‑BPA‑001B.pdf, PP-BPA-001C.pdf, PP-BPA-001D.pdf, PP-BPA-001E.pdf, PP-BPA-001F.pdf

For FY2002, PP-BPA-001G.pdf, PP-BPA-001H.pdf, PP-BPA-001I.pdf, PP-BPA-001J.pdf

For FY2003, PP-BPA-001K.pdf

In addition, BPA updates DOE on credit ratings for BPA-backed bonds.  Please see attached excerpts from presentations to DOE at PP-BPA-001L.ppt

In attachment GP-BPA-006A.pdf, page 32, the 1993 Financial Plan outlines “The View from Wall Street” which describes the factors bond rating organizations evaluate when rating a utility’s creditworthiness.

Attachment PP-BPA-001M.ppt is an internal BPA presentation on the significance of rating agency ratings.  
April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:001A
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 4, line 23 through page 5, line 2

Please provide all studies, spreadsheets, and any other documents (written or electronic) indicating how applying the FAS 133 adjustment affected the calculation of PBL’s net revenues.

Response:


The PBL Income Statement that was handed out at the clarification workshop and in the Revenue Recovery documentation does not include any gain or loss due to FAS 133.  The effect of adding FAS 133 to the PBL Income Statement would be as follows:

FY 2002 FAS = $38,354 thousand gain

Since the calculation requires market price information: FY 2003 The FY2003 1st Quarter Review assumed approximately a $50 million gain

FY 2004 – 06 FAS =Assumed to be zero.  

See Response No. CR&YA/BPA:002 for an explanation of FAS 133.

This adjustment is also reflected in the BPA Quarterly Reviews on the Accumulated Net Revenue – FBCRAC & DDC report.  The reports are posted on BPA’s external web page under: http://www.bpa.gov/Corporate/DFF/QRev0103/External%20Publication/03%20External%20Accumulated%20Net%20Revenue%20-%20FBCRAC%20&%20DDC.pdf
April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:002
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s):
Page 4, lines 23 through page 5, line 2

Please provide all studies, spreadsheets, and any other documents (written or electronic) indicating how relying on the May 2002 Final Proposal forecast of Energy Northwest net revenues affected the calculation of PBL’s net revenues.

Response:


The PBL net revenues were calculated using the ENW Rate Case Debt Service amounts, not the ENW audited actual amounts.  Below is a table showing the difference in the amounts of ENW debt service between the rate case amounts and the audited actual ENW Debt Service amounts.  

FY 2000 ($ in thousands):




Audited Actual ENW Debt Service
$525,441




Rate Case ENW Debt Service

$607,118

FY 2001 ($ in thousands):




Audited ActualENW Debt Service
$445,148




Rate Case ENW Debt Service

$603,001

FY 2002 ($ in thousands):




Audited Actual ENW Debt Service
$264,168




Rate Case ENW Debt Service

$528,865

These are also posted on BPA’s external web site every quarter in the BPA Quarterly Review document under the Accumulated Net Revenue – FBCRAC & DDC page at: http://www.bpa.gov/Corporate/DFF/QRev0103/External%20Publication/03%20External%20Accumulated%20Net%20Revenue%20-%20FBCRAC%20&%20DDC.pdf
April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:003
Request:
Witnesses:
Keep, et al.


Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, lines 1 to 3

Please provide all studies, spreadsheets, and any other documents (written or electronic) indicating the component of the $120 million dollar cost increase due to non-operating risks.

Response:


Attached is the NORM table identifying the component parts of the $120 million cost increase due to non-operating risks.  This is also referenced in the May 2000 Rate Case documents in the Risk Analysis Study and Documentation, WP-02-FS-BPA-03, page 20.

Please see attachment PP-BPA-003A.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:004
Request:
Witnesses:
Keep, et al.


Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, line 16 through page 8, line 2

Please provide all official statements provided to bond rating agencies by BPA since January 1, 2001.

Response:
Please see Response No.: GE-BPA-005.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:005
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, line 16 through page 8, line 2

Please provide all presentations provided to bond rating agencies by BPA since January 1, 2001.

Response:
Please see Response No.:  AL-GN/BPA:001.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:006
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, line 16 through page 8, line 2

Please provide all studies, spreadsheets, and any other documents (written or electronic) estimating the extent to which “credit concerns will likely reduce the expected interest savings of ENW April refinancings that BPA expected would reduce the SN CRAC when incorporated into the final rate proposal study.”

Response:


Estimates regarding the potential cost of a rating agency downgrade specifically on Energy Northwest BPA-backed bonds were provided to BPA in late February 2003 from BPA’s Financial Advisor, Public Financial Management.  These are only estimates, based on then-recent bond sales for similarly rated utilities, and are based on then-current market conditions.

The preliminary estimates given to BPA in February are listed below, and they are reflected as the additional basis point cost from where the ratings were in February 2003.  They are:

Drop to Rating Category:

Estimated Basis Point Cost: 

A+




5 basis points

A




10 –15 basis points

A-




30 basis points

BBB-




80 –90 basis points

BPA did not complete a specific analysis to determine the extent to which the estimated interest savings on the April ENW refinancings would be affected by these potential changes to rates.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:007
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, line 16 through page 8, line 2

Please provide all studies, spreadsheets, and any other documents (written or electronic) estimating the extent to which credit concerns will “also affect future refinancings of ENW and other BPA-backed bonds.”

Response:


Estimates regarding the potential cost of a rating agency downgrade specifically on Energy Northwest BPA-backed bonds were provided to BPA in late February 2003, and a recent update was provided to BPA in early April 2003 from BPA’s Financial Advisor, Public Financial Management.  These are only estimates, are based on then-recent bond sales for similarly rated utilities, and are based on then-current market conditions.

The preliminary estimates given to BPA in February are listed below, and they are reflected as the additional basis point cost from where the ratings were in February 2003.  They are:

Drop to Rating Category:

Estimated Basis Point Cost: 

A+




5 basis points

A




10 –15 basis points

A-




30 basis points

BBB-




80 –90 basis points

Using the estimates above, BPA internally calculated that the potential additional interest costs for the remainder of the Debt Optimization program of approximately $2.3 billion, would be as follows:

Category:

Interest Cost in Millions:
Average Per Year:
A+


$11 million total

$1 million 

A


$22 – 33 million total

$1.7 – 2.5 million

A-


$65 million total

$5 million

BBB-


$175 – 196 million total
$13 – 15 million

Since the above February estimate, an updated estimate provided by Public Financial Management in April 2003 was based on more recent bond sales and market conditions and showed the following changes only:

Drop to Rating Category:


Estimated Basis Point Cost:


A





15 basis points
 (vs. earlier 10-15 bp)

BBB (vs. earlier BBB-)


80 –90 basis points

BPA did not recalculate additional interest costs based on the April update, because the impacts of the changes were already captured in the first analysis.  

Please see attachment PP-BPA-007A.xls for calculations.

No analysis has been completed to estimate the effect on future refinancings of other BPA-backed bonds.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:008
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 7, lines 18-24

Please provide all details of any informal communications between BPA and bond rating agencies since January 1, 2001.

Response:
Please see Response No.: AL-GN/BPA:001.

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:009
Request:
Witnesses:




Exhibit:
SN-03-E-BPA-04

Page(s):
Page 8, Lines 5-9

Please provide all studies, spreadsheets, and any other documents (written or electronic) providing a listing of the components of the $339 million “net revenue gap.”

Response:


Attached is the PBL Summary of Net Revenues for FY02-06 that lists out the categories that make up the $339 million “net revenue gap” for FY04-06.  The $339 million net revenue gap is the sum of line 97 amounts in SNCRAC Initial Proposal columns for FY’s 2004, 2005, and 2006.

Please see attachment PP-BPA-009A

April 10, 2003

SN-03 BPA Data Response

Request No.: PP-BPA:010
Request:
Witnesses:
Keep, et al.



Exhibit:
SN-03-E-BPA-04

Page(s)

Page 9, lines 16-21

Please provide all written documents that provide assurances by ENW, the Corps of Engineers and the Bureau of Reclamation that each will rigorously manage its expenses to established levels.

Response:
Please see Response No. AL-GN/BPA:002

April 10, 2003

