SN-03-CR/YA Data Response

Request No.:
BPA-CR/YA-004

Request:
Witnesses: Sheets, et al



Exhibit:  : SN-03-E-CR/YA-01, page 49, lines 10-16.

Please provide all information and analysis that supports CR/YA's claim that BPA should reflect in the Risk Analysis for FY 2003-FY 2006 the electricity price risk experienced during 2000-2001.

Response:
The electric price volatility in 2000-2001 was the result of the manipulation of the California deregulation scheme and a drought in the Pacific Northwest.  We note that the State of California is considering a change in the laws that govern the regulation of electricity, but not all of these changes have been implemented.  We also note that the price caps adopted by FERC are temporary and it is unclear what will happen to market prices if the caps are removed or modified.  Therefore, it is our judgment that there is some probability that wholesale energy providers will find ways to manipulate the market and/or the Northwest will experience a significant drought prior to 2006.  To assume that there is no probability of these events ignores recent history.  We are concerned that BPA has not addressed all of the risks and uncertainties it faces and has not set its rates high enough to cover its costs and repay the Treasury.  See BPA-CR-004A.pdf, BPA-CR-004B.pdf, BPA-CR-004C.doc, and BPA-CR-004D.pdf for additional analysis on this issue.
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