ATTACHMENT A

Revised General Rate Schedule Provisions (GRSPs)

Safety‑Net Cost Recovery Adjustment Clause (SN CRAC)

The SN CRAC applies to power purchases under the following firm power rate schedules:  PF [Preference (excluding Slice), Exchange Program and Exchange Subscription]; Industrial Firm Power (IP‑02), including purchases under the Industrial Firm Power Targeted Adjustment Charge (IPTAC) and Cost‑Based Index Rate; Residential Load (RL-02) (including both actual power deliveries and the 900 aMW of monetary benefits under the financial portion of any REP Settlement, buy-downs and load reduction agreements); New Resource Firm Power (NR‑02); and subscription purchases under Firm Power Products and Services (FPS).  The SN CRAC does not apply to power purchases under Pre‑Subscription contracts to the extent prohibited by such contracts, to BPA’s current contractual obligations for Seasonal and Irrigation Mitigation sales including for any eligible customer that converts from Slice to another BPA product, or to purchases under the PF Slice Rate.

A.
Operation  of the Safety-Net Cost Recovery Adjustment Clause
Before  August 1st of each fiscal year  for  the remainder of the rate period (i.e., FY 2004‑2006), BPA will produce a preliminary forecast of that end‑of‑year Accumulated Net Revenue (ANR) .  BPA will compare the preliminary forecasted ANR to the SN CRAC Threshold applicable to that year to determine if the SN CRAC should  be implemented.  If the preliminary forecasted ANR  falls below the SN CRAC Threshold applicable to that fiscal year, then BPA shall commence an SN CRAC rate adjustment in accordance with the procedures set out below. 
B.      Procedures for an SN CRAC Rate Adjustment

By August 1st of each fiscal year in which BPA has determined that an SN CRAC rate adjustment may be necessary, BPA shall publicly notice not less than two public workshops approximately ten days apart, with the first public workshop to be held on or about August 7th.  At the time of such notice, BPA will post on its Web site the actual and forecast expenses and revenues, the calculations performed, its preliminary determination regarding end-of-year ANR, and the need for and size of the SN CRAC Percentage adjustment for the next fiscal year.  The purpose of the workshops will be to determine the need for and the size of the SN CRAC Percentage, if any, to be collected in the next fiscal year.  At the meeting, interested parties will have the opportunity to ask questions of the BPA personnel that are responsible for such financial data and forecasts, to provide BPA with information relevant to the calculation of ANR and the SN CRAC Revenue Basis, and to discuss future events that could reduce the size of or eliminate the need to collect such Revenue Amount before the final decision is made by BPA.   BPA will give due consideration to suggestions made by interested parties in determining the ANR and SN CRAC Revenue Basis, and to future events relevant to the size of the Revenue Amount to be used to calculate the SN CRAC Percentage.   At a second publicly noticed workshop held prior to August 25th, BPA will provide an explanation of its preliminary disposition of such suggestions made by the interested parties, including any adjustments to the Revenue Amount due to future events.
After the conclusion of the workshops described above, and prior to September 1st of each of the fiscal years remaining in the rate period (FY 2004‑2006), the Administrator will provide each customer with written notification that will include a list of the adjustments to the Revenue Amount the Administrator chose to make (Adjusted Revenue Amount), and those that were rejected, and the reasons for both.  The notification will also include the Revenue Amount and SN CRAC Percentage for the next fiscal year, as determined by the Administrator pursuant to Section C below.  The rates used to calculate the customers’ bills for the following October through September for the next fiscal year will reflect such SN CRAC Percentage adjustment.  


C. 
Formula for Calculation of the Safety-Net Cost Recovery Adjustment Clause

The Revenue Amount will be determined by the following formula:

Revenue Amount is the lowest  of:

SN CRAC Threshold minus forecasted ANR; 

or

The annual Maximum Planned Recovery Amount, shown in Table A below.
or

The Adjusted Revenue Amount as described in the Administrator’s September 1 written notice. 
Where Revenue Amount is the amount of additional revenue that an adjustment in rates under SN CRAC is intended to generate during the one-year period that the rate adjustment is effective.

Where SN CRAC Threshold is the ANR level below which a rate adjustment is determined.  The thresholds specified for the end of FY 2003, 2004, and 2005 are shown in Table A.  

Where ANR is generation function net revenues, as accumulated since 1999, at the end of each of the fiscal years 2003‑2005.  The forecast of ANR through the end of each fiscal year will be calculated and used to determine if the threshold has been reached and the Revenue Amount needed.  Net revenues for any given fiscal year are accrued revenues less accrued expenses, in accordance with Generally Accepted Accounting Principles, with the following three  exceptions.  First, for purposes of determining if the SN CRAC threshold has been reached, actual and forecasted expenses will include BPA expenses associated with Energy Northwest debt service as forecasted in the WP-02 Final Studies.  Second, the impact of adopting Financial Accounting Standard 133, Accounting for Derivative Instruments and Hedging Activities, will not be considered in determining if the SN CRAC threshold has been reached.  And third, the actual expenses and expenses forecasted for the remainder of the fiscal year used to determine ANR shall not exceed the applicable limit for each such category of expense as set forth on Table B.  Only generation function actual and forecasted revenues and expenses that are associated with the production, acquisition, marketing, and conservation of electric power, will be included in determinations under the SN CRAC.  Accrued revenues and expenses of the transmission function are excluded.  Impacts of forecasted revenues, positive or negative, from contractual true-up pursuant to the Slice Agreement shall be included in the revenue forecast when determining the SN CRAC.  

Where Maximum Planned Recovery Amount is the maximum annual amount planned to be recovered through the SN CRAC.

Table A
[Dollars in Millions]

	End of 

Fiscal Year
	SN CRAC Threshold 

(ANR)
	Maximum Planned 

Recovery Amount

(Beginning October)


	2003
	$ -400
	$470 


	2004
	$ -140
	$470 


	2005
	$ 5
	$470 


Once the Revenue Amount is determined, that amount will be converted to the SN CRAC Percentage.  The SN CRAC Percentage is the percentage adjustment in customers’ rates (not including LB CRAC or FB CRAC) in each of the firm power rate schedules subject to the SN CRAC as listed above.  This percentage will be applied to generate the additional SN CRAC revenue. 


           The SN CRAC Percentage will be determined by the following formula:

SN CRAC Percentage
=


Revenue Amount



Divided by




SN CRAC Revenue Basis


SN CRAC Revenue Basis is the total generation revenue (not including LB CRAC or FB CRAC) for the loads subject to SN CRAC for the fiscal year in which the SN CRAC implementation begins, based on the then most current revenue forecast.  Each non-Slice product’s total charge for energy, demand, and load variance will be adjusted by this CRAC percentage amount. 

Payment under the SN CRAC rate adjustment will be due monthly from November (for the October billing period) through October of the following year.


  
[image: image1.wmf]PBL Expenses Subject to Cap

2003

2004

2005

2006

($000)

($000)

($000)

($000)

PBL Internal Operations

 $      104,188 

 $             99,807 

 $           101,321 

 $           101,775 

Corporate G&A/Shared Services

41,800

45,700

47,200

47,900

$20 million in "Omitted Savings" from BPA 

Internal*

         (10,000)

                (4,800)

                (3,200)

                (2,000)

Residential Exchange Monetary Payments

143,802

143,802

143,802

143,802

Power Generation (Corps/Bureau/ENW/Other)

443,954

438,686

493,568

454,204

Renewable Projects

26,964

32,100

57,600

58,300

Transmission Acquisition

179,100

192,600

192,600

192,000

Civil Service Retirement System Catch-up

17,600

15,500

13,300

11,600

Terminated Projects (Trojan, WNP1&3)

9,971

12,200

8,400

3,700

Fish & Wildlife

154,000

139,000

139,000

139,000

Non-Federal Debt Service

593,535

584,819

532,183

566,394

Total PBL Expenses Subject to Cap

1,704,914

$  

 

1,699,414

$       

 

1,725,774

$       

 

1,716,675

$       

 

Sources: Initial Proposal Errata SN-03-E-BPA-02 (E3-Table_3.1)

*Includes $20 million in omitted savings in BPA internal operating costs shaped per BPA Data Response IN-BPA-013.

Table B

Selected Power Business Line Expenses FY 2003-2006

Expenses Subject to Cap

Fiscal Year


D.
Retriggering of the SN CRAC

The SN CRAC will be retriggered if the Administrator determines that, after implementation of the FB CRAC, the currently active SN CRAC, and any forecast of Augmentation True-Ups, either of the following conditions exists:


(1)BPA forecasts a 50 percent or greater probability that it will nonetheless miss a payment to the U.S. Treasury or other creditor, or 


(2)BPA has missed a payment to the U.S. Treasury or has satisfied its obligation to the U.S. Treasury but has missed a payment to any other creditor.

For purposes of determining whether the conditions set forth in Subsections C(1) and (2) have been met, the Administrator shall, for purposes of determining the probability of missing a payment to the Treasury, (a) use total BPA cash reserves and deferred borrowing (both Power and Transmission Business Lines); and (b) add to BPA’s reserves (i) any payments of Treasury principal and appropriations  in excess of the sum of payments due in the fiscal year, amounts scheduled to be paid in such year in the May 2000 rate case 50 year repayment study, and any savings available from refinancing of Energy Northwest debt in the fiscal year, and (ii) an amount equal to capital expenditures not funded by new Treasury debt or appropriations in the fiscal year. 
A retriggering of the SN CRAC will result in an upward adjustment to posted power rates listed above by modifying the SN CRAC parameters that are currently in use.  BPA will propose changes to the SN CRAC parameters that will, to the extent market and other risk factors allow, achieve a high probability that the remainder of Treasury payments during the FY 2003-2006 rate period will be made in full.  BPA’s proposal could include changes to the Revenue Amount, the Cap, the Threshold, the duration (the length of time the SN CRAC would be in place, which could be more than one year), and the timing of collection.  The additional revenue to be generated by the SN CRAC will be collected through a percentage adjustment in applicable rates and a commensurate decrease in the financial portion of the Residential Exchange Settlement.  In addition to the revenue generated by the SN CRAC, BPA’s payments for IOU load reductions will be reduced in accordance with contractual provisions.

a.
SN CRAC Notification Process

At the time the Administrator determines in accordance with Section C that the SN CRAC has retriggered, BPA will send written notification of the determination to customers that purchase power under rates subject to the SN CRAC and to interested parties.  Such notification shall include the documentation used by BPA to determine that the SN CRAC has retriggered, the amount of any forecast shortfall, and the time and location of a workshop on the SN CRAC.

The purpose of the SN CRAC workshop will be to discuss with customers and interested parties the cause and the amount of the shortfall, and any proposed changes to the SN CRAC that will achieve a high probability that the remainder of Treasury payments during the FY 2002-2006 rate period will be made on time.  In determining which proposal to include in its initial proposal in the SN CRAC Section 7(i) proceeding, BPA will give priority to prudent cost management and other options that enhance Treasury Payment Probability while minimizing changes to the SN CRAC.

b.
SN CRAC Hearing Process

As soon as practicable after a determination that the SN CRAC has retriggered, but in any event not later than March 31st, BPA will publish a Federal Register Notice initiating an expedited hearing process to be conducted in accordance with Section 7(i) of the Northwest Power Act.  Failure to publish such Federal Register Notice by March 31st shall preclude any changes to the SN CRAC during the next fiscal year.  The hearing shall be completed within 40 days, unless a different duration is agreed to by BPA and the parties.  
In the event that the Administrator seeks an adjustment to the SN CRAC pursuant to Section C above that includes expenses in excess of the limits set forth on Table B, BPA will include in its Initial Proposal a full explanation of the nature of the expenses in excess of the limits in Table B, a justification of the necessity of such expenses, and a demonstration that BPA had exhausted the available alternatives for covering such expenses other than through an SN CRAC adjustment.  

Upon completion of such hearing, BPA will submit the following documentation to FERC in support of a request for review and confirmation:  Statements A through F from the 2002-2006 BPA Wholesale Power Rate Adjustment Proceedings, Separate Accounting Analyses, current and revised revenue tests, the proposed revisions to the SN CRAC parameters and the administrative record compiled by BPA in the SN CRAC proceeding. 

The changes to the SN CRAC parameters shall take effect 60 days from filing with FERC unless FERC orders otherwise prior to that time.
B. E.  Distribution of Excess Reserves
For any fiscal year in which the Administrator determines, pursuant to Sections A and B, that the ANR will exceed the SN CRAC Threshold from Table A for such fiscal year by $15 million or more, an amount equal to one-half of the difference between the ANR and the SN CRAC Threshold for such fiscal year (Excess Reserves Amount) will be returned to the power customer who purchased power under rates subject to the SN CRAC, provided that the Excess Reserves Amount will not include any amounts that would be subject to rebate under the Dividend Distribution Clause.  Such amounts will be returned to customers in proportion to the Excess Reserves Customer Amount, which is the revenue BPA received from each customer under rates subject to the SN CRAC in the most recent fiscal year in which the SN CRAC rate adjustment was collected.  A customer’s Excess Reserves Customer Amount excludes Slice revenues, and includes all Non-Slice CRAC revenues.  The IOU financial benefit is included as a revenue, based on the product of each customer’s share of 900 aMW and the sum of the RL-02 rate and the amount of any CRAC applied to power deliveries under such rate. 



Customer’s Excess Reserves Percentage =



Each customer’s Excess Reserves Customer Amount 




Divided by 




Sum of all customers’ Excess Reserves Customer Amounts
Each covered power customer will receive a rebate equal to the Customer Excess Reserves Percentage times the Excess Reserves Amount.  One-twelfth of each customer’s share of the Excess Reserves Amount will be credited to customers, on bills for deliveries beginning October 1 of the fiscal year immediately following the fiscal year in which the ANR exceeded the SN CRAC Threshold, and will remain in effect for 12 months.  
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