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Page 14, lines 8-11

What is the “rate increase necessary to … achieve the 80-88 percent 5 year TTP standard…”?

Response:


The following answers are based on data from BPA’s Initial Proposal (IP) with one exception: BPA’s IP inadvertently omitted $20 million of cost cuts that BPA had already pledged to make in holding costs to the level of 2001 actuals.  In the two analyses reported below, $20 million of cost decreases have been modeled, specifically, as two $10 million cuts, one in 2003 and one in 2004.  However, as noted in BPA’s data response IN-BPA:13, the actual shape of how the $20 million will be spread across the years FY 2003 – 2006 is approximate and subject to change in the final proposal.

The requestor did not specify whether he wants to know the rate increase needed to meet a PBL TPP or a BPA TPP.  Both are provided below.

BPA considers an 80% five-year TPP equivalent to an 87.5% three-year TPP, via contemplation of either five consecutive three-year periods or three consecutive five-year periods: .8^3 = .51, and .875^5 = .51.

Both analyses used a constant, fixed design – the same fixed (i.e., non-variable) amount of SN CRAC revenue is to be collect in each of three years.  It is possible that other designs might have produced lower expected average rates.  Results are three-year averages.

	TPP standard
	SN CRAC Rev/Year
	SN CRAC percentage above May base rates
	Total rate increase (including all CRACs) above 2003 average total rate

	87.5% PBL
	$650 million
	56.6%
	31.3%

	87.5% BPA
	$550 million
	47.9%
	26.0%
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