SN-03 BPA Data Response

Request No.:
SA-BPA: 008A

Request:
Witnesses:
McCoy, et al


Exhibit: 
SN-03-E-BPA-10, Testimony of McCoy, et al.,

p. 12, lines 21 and following.

BPA is including TBL reserves in its calculation of TPP, etc.  Please explain how this would work.  Which business line gets priority if both need the reserves at the same time (or in the same fiscal year) to pay different Treasury or non-Treasury obligations?    

Response:
Although rates are set based on separately-determined generation and transmission revenue requirements that include independent risk analyses, actual annual payments are made from the BPA Fund on an agency basis governed by statutory and administrative priority of payments requirements that are without regard to the business lines. This agency perspective is reflected in the modeling. 
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SN-03 BPA Data Response

Request No.:
SA-BPA: 008B

Request:
Witnesses:
McCoy, et al


Exhibit: 
SN-03-E-BPA-10, Testimony of McCoy, et al., 

p. 12, lines 21 and following.

BPA is including TBL reserves in its calculation of TPP, etc.  Please explain how this would work.  Will separate accounts still be kept of the two business lines' reserve levels so that in the future each business line's rates can be accurately reset to recover all costs incurred by each line?    

Response: 
Yes, BPA will continue to track reserves by business line.  It is a fundamental principal of FERC’s requirement of BPA for a separate accounting of generation and transmission revenues and cash requirements that resulting surpluses or deficits be accordingly credited or collected in subsequent rates.
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SN-03 BPA Data Response

Request No.:
SA-BPA: 008C

Request:
Witnesses:
McCoy, et al


Exhibit: 
SN-03-E-BPA-10, Testimony of McCoy, et al., 

p. 12, lines 21 and following.

BPA is including TBL reserves in its calculation of TPP, etc.  Please explain how this would work.  Would BPA think of the arrangement as intra business-line loans, so that each business line will eventually be held harmless (including interest lost or earned)  through future rate adjustments, including, for example, each year's SN CRAC adjustment?    

Response:
As stated in the response to part B of this request, it is a fundamental principal of FERC’s separate accounting requirement that actual generation and transmission surpluses or deficits be tracked and accordingly credited or collected in BPA’s subsequent rates.  BPA’s tracking of business line reserves gives full credit for reserves earned, which, in so doing, does not recognize a loan as such.  Instead, the accounting shows an under-recovering business line’s cash reserve balances as negative.  As a result, revenue requirements would include added interest expense rather than an interest income credit.  This is reflected in the initial proposal in the interest credit calculation on page 3.8 of SN-03-E-BPA-02.  The restoration of the reserve balances would result from any combination of the realization of cash for risk mitigation included in revenue requirements, actual revenues turning out greater than planned or actual costs turning out less than planned.
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