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Issues and Risks

Issue: Access to capital

The Agency has capital constraints that would be exacerbated by additional, currently
unplanned commercial projects

Issue: Uncertainty as to the timing and degree of expansion of new resources into our

balance authority
Stranded Investment Risk: Ensure that builds are in the right place at the right time

Issue: Financial risks associated with PTSA and TSA contract performance

Performance risk associated with all classes of customers is higher given the lingering effects of the
financial crisis (high unemployment, sluggish GDP growth, volatile capital markets)

Due to these perceived risks, should BPA consider alternate sources of funding in the
NOS process?

Should BPA consider other changes, such as changes to the Performance Assurance
amount and requirements?
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Access to Capital

BPA has limited borrowing authority

BPA borrowing authority is used for transmission
expansion, Fish & Wildlife, energy efficiency, and
FCRPS expansion

Transmission Services must preserve sufficient
access to capital for reliability projects
NOS reform must recognize limited future
access to capital
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Access to Capital

Based on current projections, BPA expects to
exhaust Treasury borrowing authority by 2016
What does this mean to BPA?
What does this mean to the region?

Capital will be discussed further at Customer
Workshops in September
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BPA Access to capital
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Chart data are consistent with the capital from the May 2010 IPR update

All capital categories that were lapsed for the May 2010 IPR update (Federal Hydro, Construction, Environment, and all
Corporate except for IT) were lapsed for the 20 year period for this analysis (15% lapse factor)

$15M of reserve financing for Transmission was assumed for each of the 20 years of the analysis

Assuming that BPA reserves $750 million of borrowing authority in order to maintain access to the operating expense
liquidity facility, Treasury borrowing authority could expire as early as:

Base Case 10% Lease Financing Scenario | 40% Lease Financing Scenario
2016 2017 2018
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Project Timing Uncertainty

Misalignment between when resources are ready to come online and when
the transmission infrastructure and/or generation interconnection facilities
can be completed

Stranded Investment Risk *
Wrong location
Wrong time
Ahead or Behind need
Wrong plan of service
Building for resources that don’t transpire
Default risk

BPA is less concerned about stranded investment risk for NOS projects already under
construction, which are primarily being built for load service.
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PTSA Financial Risks

Transactional Risks: Customer defaults;
speculative requests

Should customers be responsible for NEPA,
engineering or other costs upon default?

Should customers forfeit performance assurance
upon default?

Should customers deferral right related build be
limited or charged a different rate?

Rate Impact Risks: Financing costs
Should we use other financing sources?
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PTSA Risk Profile

41% of the potential revenues are from
non-investment grade (based on S & P)
participants

59% of the potential revenues are from
iInvestment grade (based on S & P)
participants

As we continue to reform the NOS
process, we may see the risk profile
change for NOS participants
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What is the Risk Profile of NOS Customers?
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Possible Alternatives

Work collaboratively with stakeholders to

appropriately allocate risks (stranded cost risk,
default risk, etc.)

To the extent that BPA'’s capital is constrained,
develop alternative methods of funding NOS
expansion projects (lease-financing where

applicable, customer funding, revenue financing,
etc.)
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