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Objectives

= What FY 2006 forecast will be used in setting FY 2007
rates?

= How does the FY 2006 PBL AMNR forecast compare to
the CRAC and DDC Thresholds for FY 20077

= What is the impact of the Flexible PF Program?
= What are the results from the Flexible PF Program?

= Request for comments/suggestions regarding the WP-07
rate case process.

This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006.
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What FY 2006 forecast will be used in setting
FY 2007 rates?

PBL FY 2006 MNR 3 Qtr Review Forecast $363 M
Changes to forecast $0 M
PBL FY 2006 MNR Forecast used in setting FY 2007 rates $363 M
PBL AMNR FY 2006 Forecast -$6 M

» When setting the rates for the upcoming year, the Power 3" Quarter Review
Forecast is used as the base and then any changes that have occurred since
that time are incorporated into the forecast.

» For FY 2006, changes have not been significant enough to warrant an update
to the FY 2006 3 Quarter Review Forecast.

This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006. ?
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How does the FY 2006 PBL AMNR forecast
compare to the CRAC and DDC Thresholds for
FY 20077

» PBL Accumulated Modified Net Revenue (AMNR) is -$6 million.

> The threshold for triggering the CRAC is -$151 million and the DDC is $149 million,
based on final studies and $125 million of participation in the Flexible PF Program.

» Assuming that the Flexible PF Program is implemented at the level assumed in the
Final Studies, the AMNR is squarely in the middle of the $300 million deadband.

-$6M AMNR
(374 Qtr Review)

| |
-$151M $149M
CRAC Threshold DDC Threshold

$300M Deadband
This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006.
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What is the impact of the
Flexible PF Program?

»  The first $181 million of Flexible PF participation lowers the FY 2007-2009
CRAC Thresholds (making the CRAC less likely to trigger) because we
determined to not allow the minimum reserve level to go below $50 million (as
cited in the Risk Analysis Study page. 59).

»  Adollar of Flexible PF Program participation does not equal a dollar of liquidity
because:

. The benefit is a short-term, limited source of liquidity that is not as powerful as
cash held in the Bonneville fund or a more flexible source of liquidity from a source
such as Treasury.

> $181 million lowers the need for liquidity reserves from other sources by $125
million, from $175 to $50 million.

> Any Flexible PF Program participation above $181 million is still a source of
liquidity.

This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006. ?
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What are the results from the
Flexible PF Program?

» BPA and its customers have collaborated together to implement a program
of shared value by reducing rates in the region.

> The final results are as follows:

= 33 participants have pledged $194 million in liquidity.

= We have signed agreements and reviewed letter of credit language for $194
million of liquidity

= We are assuming the maximum of $181 million available in determining the
CRAC thresholds

= The final results reduce the probability of triggering the CRAC in all three years.

Final Studies Probability Of
Triggering the CRAC

Final Flexible PF Probability Of
Triggering the CRAC

FY 2007

4%

0%

FY 2008

37%

29%

FY 2009

42%

36%
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What are the revised CRAC Thresholds
accounting for the final amount of Flexible PF

participation?
FY 2007 CRAC/DDC Calculation
-$6M AMNR
$181M in $F1|25N|L:2 1
Flex. PF ex.
| | |
-$230M -$151M $149M
Final Flexible Rate Case DDC Threshold
PF Outcome Assumption
CRAC AMNR Thresholds
$125M in Flexible $181M in Flexible PF
PF revenues revenues
Rate Case Threshold Revised Threshold
CRAC CRAC
FY 2007  -$151M ‘ FY 2007  -$230M
FY 2008 -$53M FY 2008 -$132M
FY 2009 $48M FY 2009 -$32M
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Request for comments/suggestion
regarding the WP-07 rate case process.

»  Customer representatives requested an opportunity to provide
feedback on the 7(i) process — what went well / where there is
room for improvement.

»  For purposes of today’s meeting, BPA would like to limit the
discussion to the 7(i) process under BPA'’s current procedures.
At a later date, we will follow-up with a meeting to review and
discuss general 7(i) procedures for application in future rate
cases.

This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006. ?
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Rates Chart

Power Historical and Forecast
Priority Firm, Shaped Rates
Historical- Realized Rates /" Forecast '
$32.0
$30.0
$28.0
L
S $260 L
s ¢ VR $30.1
289 $28.8 $28.3
$24.0 $27.3
$22.0 -
$20.0
2002 2003 2004 2005 2006 2007
/1 Total PF non-Slice revenues divided by loads
/2 Expected value non-Slice, Shaped PF Rates
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Next Steps

» By September 30, 2006 FERC interim approval of Power Rates

» LB CRAC 10 True-up on December 14, 2006

» Fall workshops on NFP Surcharge requirements for “Within Year
TPP” calculations

This Financial Information has been made publicly available by BPA’s Power Rates Group on September 11, 2006. ?
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