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Exhibit: On SN-03-E-CR/YA-01, page 30, lines 12-21

Please provide the documentation and analysis for your conclusion.  

Response:
We used the Toolkit model to analyze the changes that would be needed to cover an additional $100 million per year for fish and wildlife costs and to meet the Fish and Wildlife Funding Principles.  This analysis did not assume any additional cost reductions or increases in revenue.  We note that the testimony from customers has provided a number of recommendations to BPA on how to reduce its costs.  Testimony has also indicated that BPA assumptions about 2003 run off and secondary sales may underestimate the revenue that BPA will receive.  Additional revenue or budget cuts would reduce the rate impacts of providing adequate funding for the projects in the Provincial Review, biological opinions, subbasin plans, and recovery plans.  We also note that other analysts, who have more experience with toolkit, could likely refine the analysis to minimize the rate increases.

We developed a simple spread sheet SN-03-E-CR-01VV that displays the fish and wildlife costs that were assumed, the TPP, the ending reserves, the percentage increase for rates over the base case, the estimated rates, and comparisons of BPA rates to market rates for several alternatives.  

The first column lists the alternatives.  The base is the trigger toolkit analysis on the BPA webpage entitled Toolkit SN_Trigger_2-6-03_BPA.xls.  The BPA proposal for the SN CRAC is also on the website at TK_178_Case_E3ud_030225.xls.  The assumptions and results for the third alternative can be found in Attachment SA-CR-001A.xls.  This alternative increases the costs for fish and wildlife by $100 million per year (this is shown as a -100 in cells H25, H26, and H27).  The fourth alternative can be found in attachment SA-CR-001B.xls.  It provides the toolkit inputs and results for a case that includes the additional funding for fish and wildlife and has a three-year TPP of 80 percent.  Finally, SA-CR-001C.xls is an alternative that includes that additional fish and wildlife funding, an 88 percent TPP and a significant ending reserve.

The first seven columns of data are taken from the BPA proposal, material provided at the workshops, and the results of the toolkit runs.  The next four columns are the result of multiplying the percentage increase times the flat base rate of $19.76 per MWh.  We compared the average BPA rates to an estimate of the market developed by the Council.  The most recent Council AURORA model estimates that the long-term market cost for 2006-2025 (see attachment SA-CR-001D-NPPC AURORA Mid-C (012803).xls).  This is the most recent estimate prepared by the Council.  In our opinion, it is the closest proxy for a long-term contract to purchase firm flat power from the market.  Purchase of a gas-fired generating resource would likely be slightly higher.  We believe that these are the alternative most utilities when compared to a firm contract with BPA.  In SN-03-E-CR-01VV we rounded the Council present value estimate of $39.51 per MWh to $40 per MWh.

Our analysis indicates that all of the alternatives result in rates that are below the long-term market price of power.
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