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This Agency financial information is provided for discussion purposes during this pre-rate case process.

Firm Power Products and Services Rate Schedule

• FPS-96R expires at the end of this rate period; FPS-07 is its replacement.

• FPS-96R had a ten-year term (set by its predecessor, the FPS-96 rate schedule); the 
proposed FPS-07 will have a three-year term.

• Products offered under FPS-07 will be essentially the same as FPS-96R.

• FPS-96 and FPS-96R were proposed as market-based rates but, pursuant to a settlement, 
implementation of those rates was subject to cost-based limitations.

• Since then the West Coast market has evolved.  It is more volatile, complex, and includes 
more participants; additionally, BPA has much less surplus available for sale.  Accordingly, 
cost-based limitations are no longer needed and BPA is proposing FPS-07 as a true 
market-based rate that will enable BPA to participate in the market on a level playing field.

• An outside consulting agency evaluated BPA under FERC’s screens for market power and 
found that BPA passed; this factored into BPA’s decision to propose a true market-based 
rate.

• When selling under FPS-07, however, BPA proposes to abide by a self-imposed price cap 
that mirrors the FERC West-wide cap (rising or falling along with that cap).  Again, BPA’s 
aim is to participate in the market on a level playing field.
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SECTION 7(b)(2) Rate Test

Loads

• Program Case:
• PF preference and PF exchange loads (including IOU exchange load).
• No direct sales to the DSIs are forecast.
• No sales at the NR rate are forecast.

• 7(b)(2) Case:
• PF preference loads from the Program Case are increased by ~750 

aMW due to foregone conservation savings.
• No DSI load served by public body customers
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SECTION 7(b)(2) Rate Test

Resources

• Program Case at Load/Resource Balance
• In the 7(b)(2) Case, PF preference customers are served with FBS

resources not obligated to other entities under contracts existing as of the 
effective date of the Northwest Power Act.

• Additional resources brought on from the 7(b)(2) resource stack include 
BPA annual programmatic conservation and non-dedicated Mid-Columbia 
resources.

• The rate test model selects the least costly resources first.
• For the 2007 Initial Proposal the resources selected include the non-

dedicated Mid-Columbia resources.
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SECTION 7(b)(2) Rate Test

DSI Monetary Settlement

• Costs associated with the DSI service benefits are included in both the 
Program and 7(b)(2) Cases.

Settlement of the REP with the IOUs

• Costs associated with the IOU REP Settlement are excluded from both the 
Program and 7(b)(2) Cases.

• The IOU REP Settlement costs are brought into the ratemaking process in 
the Subscription Step after the 7(b)(2) Rate Test is conducted in the Rate 
Design Step.
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SECTION 7(b)(2) Rate Test

Cost of Uncontrollable Events

• There are no costs forecasted for uncontrollable events in the 2007 7(b)(2) 
Rate Test. 

• While there are many unknowns associated with the marketing of power 
from a primarily hydro generating system, these unknowns are not
uncontrollable events. 

• Planned Net Revenue for Risk (PNRR) is not a cost of uncontrollable 
events. 

• The reasoned decision process resulting in the termination of generating 
facilities is not an uncontrollable event. 
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SECTION 7(b)(2) Rate Test

Overview of the 2007 Initial Proposal 7(b)(2) Rate Test

• The Program Case initially included 12 potential exchanging utilities.
• During the execution of the modeling, all potential exchangers dropped out.
• With no exchange costs there is a small 7(b)(2) trigger.
• The small trigger indicates that about $40 million per year in PF preference 

rate protection should be reallocated to all other loads.
• With no exchange and no direct sales to DSIs, there are no other loads.
• Therefore, a very small amount of the $40 million is allocated to the token 

(0.001aMW) PF exchange and IP load through 7(b)(3) and the rest is 
reallocated back to Public load through 7(a)(1).

• The resultant PF exchange rate is about $70 and the IP rate is about $50.
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SECTION 7(b)(2) Rate Test

What if

• While inclusion of the Mid-Columbia resources in the 7(b)(2) resource stack 
is assumed in the Initial Proposal, the results of the test would be quite 
different if they were excluded.

• PF exchange rate would be about $43/MWh
• IP rate would be about $38/MWh
• PF preference rate would be about $1/MWh higher than it otherwise would 

be.

• IOU REP Settlement benefits would be unchanged.
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Revenue Requirement – Income Statement

This table shows the initial proposal revenue requirement income statement with columns comparing the IP 
with the July revenue requirement workshop.  Shading identifies items that have changed since the July 
workshop.

A B C D E F
($000) Change from Change from Change from

2007 July Workshop 2008 July Workshop 2009 July Workshop
1 OPERATING EXPENSES
2 POWER SYSTEM GENERATION RESOURCES
3 OPERATING GENERATION RESOURCES 514,139 0 471,856 0 512,425 0
4 OPERATING GENERATION SETTLEMENT PAYMENTS 16,968 0 17,354 0 17,749 0
5 NON-OPERATING GENERATION 9,350 0 5,252 0 2,254 0
6 CONTRACTED POWER PURCHASES 181,652 23,000 150,340 41,626 175,435 66,721
7 RESIDENTIAL EXCHANGE/IOU SETTLEMENT BENEFITS 301,000 (22,000) 301,000 (22,000) 301,000 (22,000)
8 RENEWABLE AND CONSERVATION GENERATION 103,011 (35) 107,873 (32) 129,547 (26)
9 TRANSMISSION ACQUISITION AND ANCILLARY SERVICES 181,962 0 182,962 0 185,662 0

10 POWER NON-GENERATION OPERATIONS 56,132 0 57,715 0 59,422 0
11 F&W/ENVIRONMENTAL REQUIREMENTS 171,185 0 172,276 0 173,367 0
12 GENERAL AND ADMINISTRATIVE 61,165 0 61,127 0 67,519 0
13 OTHER INCOME, EXPENSES AND ADJUSTMENTS 59,000 19,000 59,000 19,000 59,000 19,000
14 NON-FEDERAL DEBT SERVICE 601,403 79 593,923 549 598,015 125
15 DEPRECIATION AND AMORTIZATION 186,671 (34) 192,838 (36) 199,779 (38)
16 TOTAL OPERATING EXPENSES 2,443,637 20,010 2,373,515 39,107 2,481,173 63,782

17 INTEREST EXPENSE:
18 INTEREST ON FEDERAL INVESTMENT-
19 APPROPRIATED FUNDS 200,621 0 197,658 0 200,289 0
20 BONDS ISSUED TO U.S. TREASURY 60,059 0 77,018 0 87,641 0
21 INTEREST CREDIT ON CASH RESERVES (27,852) (5,857) (32,946) (10,464) (37,531) (15,072)
22 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 613 0 613 0 185 0
23 CAPITALIZATION ADJUSTMENT (45,937) 0 (45,937) 0 (45,937) 0
24 ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (8,000) 0 (8,000) 0 (8,000) 0
25 NET INTEREST EXPENSE 179,504 (5,857) 188,406 (10,464) 196,646 (15,073)

0 0
26 TOTAL EXPENSES 2,623,142 14,153 2,561,921 28,643 2,677,820 48,709

27 MINIMUM REQUIRED NET REVENUES 1/ 34,105 34 42,876 36 27,599 38
28 PLANNED NET REVENUES FOR RISK 97,000 97,000 97,000 97,000 97,000 97,000
29 TOTAL PLANNED NET REVENUES (27+28) 131,105 97,034 139,876 97,036 124,599 97,038

30 TOTAL REVENUE REQUIREMENT 2,754,247 111,187 2,701,797 125,679 2,802,418 145,747

1/ SEE NOTE ON CASH FLOW STATEMENT
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Revenue Requirement – Statement of Cash Flows

This table shows the initial proposal revenue requirement statement of cash flows with columns comparing 
the IP with the July revenue requirement workshop. Shading identifies items that have changed since the July 
workshop.

A B C D E F
($000) Change from Change from Change from

2007 July Workshop 2008 July Workshop 2009 July Workshop
1 CASH FROM OPERATING ACTIVITIES
2 MINIMUM REQUIRED NET REVENUES 1/ 34,105 34 42,876 36 27,599 38
3 NON-CASH ITEMS:
4 DEPRECIATION AND AMORTIZATION 186,671 (34) 192,838 (36) 199,779 (38)
5 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 613 0 613 0 185 0
6 CAPITALIZATION ADJUSTMENT (45,937) 0 (45,937) 0 (45,937) 0
7 ACCRUAL REVENUES (5,179) 0 (5,179) 0 (5,179) 0
8 CASH PROVIDED BY OPERATING ACTIVITIES 170,273 0 185,211 0 176,447 0

9 CASH FROM INVESTMENT ACTIVITIES:
10 INVESTMENT IN:
11 UTILITY PLANT (INCLUDING AFUDC) (209,119) 0 (280,796) 0 (142,817) 0
12 CONSERVATION (32,000) 0 (32,000) 0 (32,000) 0
13 FISH & WILDLIFE (36,000) 0 (36,000) 0 (36,000) 0
14 CASH USED FOR INVESTMENT ACTIVITIESS (277,119) 0 (348,796) 0 (210,817) 0

15 CASH FROM BORROWING AND APPROPRIATIONS:
16 INCREASE IN BONDS ISSUED TO U.S. TREASURY 201,000 0 213,000 0 205,000 0
17 REPAYMENT OF BONDS ISSUED TO U.S. TREASURY (68,357) 0 (104,300) 0 (59,220) 0
18 INCREASE IN FEDERAL CONSTRUCTION APPROPRIATIONS 76,119 0 135,796 0 5,817 0
19 REPAYMENT OF FEDERAL CONSTRUCTION APPROPRIATIONS (101,916) 0 (77,961) 0 (110,637) 0
20 PAYMENT OF IRRIGATION ASSISTANCE 0 0 (2,950) 0 (6,590) 0
21 CASH PROVIDED BY BORROWING AND APPROPRIATIONS 106,846 0 163,585 0 34,370 0

22 ANNUAL INCREASE (DECREASE) IN CASH 0 0 0 0 0 0

23 PLANNED NET REVENUES FOR RISK 97,000 97,000 97,000 97,000 97,000 97,000

24 TOTAL ANNUAL INCREASE (DECREASE) IN CASH 97,000 97,000 97,000 97,000 97,000 97,000

1/ Line 22 must be greater than or equal to zero, otherwise net revenues 
    will be added so that there are no negative cash flows for the year.
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Revenue Requirement – Revised Revenue Test

This table shows the initial proposal revised revenue test with columns comparing it with the revenue 
requirement income statement. Shading identifies items that are different.A B C D E F

($000s) Change from Change from Change from
2007 Rev Req 2008 Rev Req 2009 Rev Req

1 REVENUES FROM PROPOSED RATES 2,837,639 2,759,352 2,706,905

2 OPERATING EXPENSES
3 POWER SYSTEM GENERATION RESOURCES
4 OPERATING GENERATION RESOURCES 514,139 0 471,856 0 512,425 0
5 OPERATING GENERATION SETTLEMENT PAYMENTS 16,968 0 17,354 0 17,749 0
6 NON-OPERATING GENERATION 9,350 0 5,252 0 2,254 0
7 CONTRACTED POWER PURCHASES 150,622 (31,030) 132,854 (17,486) 144,061 (31,374)
8 RESIDENTIAL EXCHANGE/IOU SETTLEMENT BENEFITS 301,000 0 301,000 0 301,000 0
9 RENEWABLE AND CONSERVATION GENERATION 103,011 0 107,873 0 129,547 0

10 TRANSMISSION ACQUISITION AND ANCILLARY SERVICES 181,962 0 182,962 0 185,662 0
11 POWER NON-GENERATION OPERATIONS 56,132 0 57,715 0 59,422 0
12 F&W/ENVIRONMENTAL REQUIREMENTS 171,185 0 172,276 0 173,367 0
13 GENERAL AND ADMINISTRATIVE 61,165 0 61,127 0 67,519 0
14 OTHER INCOME, EXPENSES AND ADJUSTMENTS 59,000 0 59,000 0 59,000 0
15 NON-FEDERAL DEBT SERVICE 601,403 0 593,923 0 598,015 0
16 DEPRECIATION AND AMORTIZATION 186,671 0 192,838 0 199,779 0
17 TOTAL OPERATING EXPENSES 2,412,607 (31,030) 2,356,029 (17,486) 2,449,799 (31,374)

18 INTEREST EXPENSE:
19 INTEREST ON FEDERAL INVESTMENT-
20 APPROPRIATED FUNDS 200,621 0 197,658 0 200,289 0
21 BONDS ISSUED TO U.S. TREASURY 60,059 0 77,018 0 87,641 0
22 INTEREST CREDIT ON CASH RESERVES (29,908) (2,056) (38,058) (5,112) (41,228) (3,697)
23 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 613 0 613 0 185 0
24 CAPITALIZATION ADJUSTMENT (45,937) 0 (45,937) 0 (45,937) 0
25 ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (8,000) 0 (8,000) 0 (8,000) 0
26 NET INTEREST EXPENSE 177,448 (2,056) 183,294 (5,112) 192,949 (3,697)

27 TOTAL EXPENSES 2,590,056 (33,086) 2,539,323 (22,598) 2,642,749 (35,071)

28 NET REVENUES 247,583 220,029 64,156
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Market Price Forecast

Natural Gas Prices: Futures Market Changes
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Market Price Forecast

Natural Gas Prices: Short-Term Forecast
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Market Price Forecast

Natural Gas Prices: Long-Term Forecast

Natural Gas Long-Term F orecast, Henry Hub
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Market Price Forecast

Natural Gas Prices: Long-Term Forecast

H e n r y S u m a s O p a l S a n  J u a n S u m a s O p a l S a n  J u a n
2 0 0 5 6 .6 6 5 .9 1 5 .9 2 5 .8 7 0 .7 6 0 .7 5 0 .8 0
2 0 0 6 7 .0 6 6 .4 1 6 .4 1 6 .4 1 0 .6 5 0 .6 5 0 .6 5
2 0 0 7 6 .7 6 6 .1 6 6 .1 6 6 .1 6 0 .6 0 0 .6 0 0 .6 0
2 0 0 8 5 .6 5 5 .0 6 5 .1 2 5 .1 7 0 .5 9 0 .5 4 0 .4 8
2 0 0 9 5 .2 4 4 .6 4 4 .6 9 4 .7 5 0 .6 1 0 .5 5 0 .5 0
2 0 1 0 5 .2 0 4 .5 8 4 .6 4 4 .7 0 0 .6 2 0 .5 7 0 .5 1
2 0 1 1 5 .5 1 4 .8 7 4 .9 3 4 .9 9 0 .6 4 0 .5 8 0 .5 2
2 0 1 2 5 .7 7 5 .1 1 5 .1 7 5 .2 3 0 .6 5 0 .5 9 0 .5 3
2 0 1 3 6 .0 9 5 .4 2 5 .4 8 5 .5 4 0 .6 7 0 .6 1 0 .5 5
2 0 1 4 6 .5 6 5 .8 7 5 .9 3 5 .9 9 0 .6 9 0 .6 2 0 .5 6
2 0 1 5 6 .7 2 6 .0 2 6 .0 8 6 .1 4 0 .7 0 0 .6 4 0 .5 8
2 0 1 6 6 .8 9 6 .1 7 6 .2 3 6 .3 0 0 .7 2 0 .6 6 0 .5 9
2 0 1 7 7 .0 6 6 .3 2 6 .3 9 6 .4 6 0 .7 4 0 .6 7 0 .6 1
2 0 1 8 7 .2 4 6 .4 8 6 .5 5 6 .6 2 0 .7 6 0 .6 9 0 .6 2
2 0 1 9 7 .4 2 6 .6 4 6 .7 1 6 .7 8 0 .7 8 0 .7 1 0 .6 4
2 0 2 0 7 .6 0 6 .8 1 6 .8 8 6 .9 5 0 .8 0 0 .7 2 0 .6 5

B a s i s  t o  H e n r yN o m in a l  $ /M M B t u



This Agency financial information is provided for discussion purposes during this pre-rate case process.

Market Price Forecast

Natural Gas Prices: EIA Supply Outlook
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