.

SN-03 DATA RESPONSE

Request No.:
BPA-NR-009

Witnesses:
John D. Saven, et al.

Exhibit(s):
SN-03-E-NR-01

Page(s):
page 10, lines 6-10

Request:
Please provide documentation of authority for BPA to borrow from the Treasury in the manner described.

Response:
NRU describes a “mechanism” that could be used for borrowing from the US Treasury.  The details of the proposal would need to be worked out, and it is not our testimony that such a program is currently in place.  However, the general framework for doing this is established in the Memorandum of Understanding between Treasury and BPA,  # 14-03-59178, which was approved October 18th, 1974.  This document allows for a note of up to $250 million, which shall be repayable within 3 years of the fiscal year in which it is made.  We believe that BPA is not prohibited from using this liquidity tool to cover operating expenses.  Our recommendation was to establish a separate grouping of types of operating expenses, and if the ceilings were exceeded, the overruns would be financed in the short term by borrowing from Treasury.  BPA will be holding a workshop on May 1st where these liquidity tools will be discussed in greater detail. 
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SN-03 DATA RESPONSE

Request No.:
BPA-NR-010

Witnesses:
John D. Saven, et al.

Exhibit(s):
SN-03-E-NR-01

Page(s):
page 12, lines 21-22

Request:
Please provide all studies, analysis and documentation related to the effects of costs shifts among power products as a result of these proposed alternatives.

Response:
These proposals are not designed to shift costs among power products.  NRU’s purpose remains consistent with the intent of the Customer’ March 6th Proposal to the Agency.  We are not supporting proposals that result in cost shifts between the various power customer groups.  We have no separate studies or analysis to submit to BPA at this time, but look forward to examining the issue in an open public setting.     
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SN-03 DATA RESPONSE

Request No.:
BPA-NR-011

Witnesses:
John D. Saven, et al.

Exhibit(s):
SN-03-E-NR-01

Page(s):
page 13, lines 15-17

Request:
Please provide all documentation supporting the statement that the rating agencies would not downgrade BPA backed bonds when the “reasonable case” is explained.

Response:
The NRU response is based upon the professional experience of one of the panel members who has had extensive past experience working with public utilities and bond rating agencies.  In that regard, the most important thing to do to preserve a bond rating is to present a coherent plan, based upon a reasonable set of assumptions, that demonstrates both the necessary level of short term and long term financial wherewithal of the entity to generate sufficient revenues to cover costs.  The plan must be forcefully presented by the sponsors, so that the rating agencies can form a favorable opinion that the people running the agency are committed to the program.  

In contrast, the materials BPA distributed from the bond rating agencies were drafted in response to a set of “what if” negative parameters.  There appeared to be no articulate expression to the agencies of a coherent program from the customers that responds to BPA’s projected net revenue problem.  Of course, in that context, it is understandable that the agencies would have concerns.

The “reasonable case” for maintaining the bond rating would be a clear regional expression of a program to respond to the BPA forecasted net revenue gap.  Recent improvements in water conditions, anticipated settlement of IOU litigation, a coherent program of cost reductions improve BPA’s projected financial condition for FY 04.  Using a limited portion of the ENW refinancing proceeds as a reserve, if needed, and to be repaid during the current rate period, demonstrates a willingness to recover funds during the rate period as needed.  Equally important, customers will have a greater ability to pay than if BPA imposes a huge SN CRAC.  For those reasons, we believe the recommendation to use ENW proceeds in isolation should not result in a credit downgrade.








DATA RESPONSE – BPA-NR-011

SN-03 DATA RESPONSE

Request No.:
BPA-NR-012

Witnesses:
John D. Saven, et al.

Exhibit(s):
SN-03-E-NR-01

Page(s):
page 8, lines 17-20

Request:
Please specifically list the actions or describe specifically what you mean by "everything possible".

Response:
“Everything possible” refers to all actions that BPA and its customers can take alone or together to reduce spending by the Corps, Bureau and Energy Northwest.  As part of the Financial Choices process, BPA has already asked these agencies for spending caps and targeted reductions.  BPA and the customers need to create opportunities to continue to meet with these other agencies to stress the need for cost control, and should have access to information that tracks spending to budgets and adopted rates.  In addition customers should assist BPA in working with the Congressional Delegation and the Administration to make sure that cost control is a key priority. 
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SN-03 DATA RESPONSE

Request No.:
BPA-NR-013

Witnesses:
John D. Saven, et al.

Exhibit(s):
SN-03-E-NR-01

Page(s):
page 8, lines 17-20

Request:
Please provide the legal authority you believe BPA has to reduce unplanned spending in the Corps of Engineers, Bureau of Reclamation and Energy Northwest.

Response:
The testimony does not state that BPA has the legal authority to reduce unplanned expenditures at the Corps, Bureau, or Energy Northwest.  Authority may or may not exist.  The recommendation was to do everything possible to reduce unplanned spending.  Our though was the actions would be as much negotiation and persuasion, in addition to using whatever legal leverage may exist to force compliance.  Time did not permit an exhaustive review of BPA’s legal authority, but I’m sure BPA staff can address that question.
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