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1. INTRODUCTION 1 

 2 

1.1 Purpose of Study 3 

The purpose of the Power Revenue Requirement Study (Study) is to establish the revenues from 4 

wholesale power rates and other power sales and services that are necessary to recover, in 5 

accordance with sound business principles, the Federal Columbia River Power System (FCRPS) 6 

costs associated with the production, acquisition, marketing, and conservation of electric power.  7 

The Study includes recovery of the Federal investment in hydro generation, fish and wildlife, and 8 

conservation costs; Federal agencies’ operations and maintenance (O&M) expenses allocated to 9 

power; capitalized contract expenses associated with non-Federal power suppliers such as 10 

Energy Northwest (EN); other power purchase expenses, such as short-term power purchases; 11 

power marketing expenses; cost of transmission services necessary for the sale and delivery of 12 

FCRPS power; and all other generation-related costs incurred by the Administrator pursuant to 13 

law. 14 

 15 

The cost evaluation period, as defined by the Federal Energy Regulatory Commission 16 

(Commission), is the period extending from the last year for which historical information is 17 

available through the proposed rate approval period.  The cost evaluation period for this rate 18 

filing includes Fiscal Year (FY) 2013 and the proposed rate approval period (rate period), 19 

FY 2014–2015.  This Study for the rate period FY 2014–2015 is based on generation revenue 20 

requirements that include the results of generation repayment studies.  This Study does not 21 

include the revenue requirement or a cost recovery demonstration for Bonneville Power 22 

Administration’s (BPA) transmission function.  See Transmission Revenue Requirement Study, 23 

BP-14-E-BPA-08. 24 

 25 

 26 
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This Study outlines the policies, forecasts, assumptions, and calculations used to determine the 1 

power revenue requirement.  The Power Revenue Requirement Study Documentation, BP-14-E-2 

BPA-02A, contains key technical assumptions and calculations, the results of the generation 3 

repayment studies, and further explanation of the repayment program and its outputs. 4 

 5 

The revenue requirement for this Study is developed using a cost accounting analysis comprised 6 

of three parts.  First, repayment studies for the generation function are prepared to determine the 7 

schedule of amortization payments and to project annual interest expense for bonds and 8 

appropriations that fund the Federal investment in hydro, fish and wildlife recovery, 9 

conservation, and other generation assets.  Repayment studies are conducted for each year of the 10 

rate period and extend over the 50-year repayment period.  Second, generation operating 11 

expenses, based on Integrated Program Review (IPR) program spending forecasts (see Figure 1), 12 

and Minimum Required Net Revenue (MRNR) are projected for each year of the rate period.  13 

Third, annual Planned Net Revenues for Risk (PNRR) are determined after taking into account 14 

risks, BPA’s cost recovery goals, and other risk mitigation measures, as described in the Power 15 

Risk and Market Price Study, BP-14-E-BPA-04.  From these three steps, the revenue 16 

requirement is set at the revenue level necessary to fulfill cost recovery requirements and 17 

objectives.  This process is depicted in Figure 1.  Once the revenue requirement is completed, the 18 

costs identified in it are passed to the rate development process, where they are allocated to the 19 

appropriate cost pools and used to develop rates. 20 

 21 

Consistent with Department of Energy (DOE) Order RA 6120.2 and the standards applied by the 22 

Commission on review of BPA’s rates, the adequacy of both current and proposed rates must be 23 

demonstrated.  BPA conducts a current revenue test to determine whether revenues projected 24 

from current rates meet cost recovery requirements for the rate period and the repayment period.  25 

If the current revenue test indicates that cost recovery and risk mitigation requirements are met, 26 
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current rates could be extended through the proposed rate approval period.  The current revenue 1 

test, described in section 3.2 of this Study, demonstrates that revenues from current rates will not 2 

recover the generation revenue requirement for the rate period.  The revised revenue test, which 3 

is performed after calculation of the proposed power rates, determines whether projected 4 

revenues from proposed rates meet cost recovery requirements and objectives for the rate test 5 

and repayment periods.  The revised revenue test, contained in section 3.3 of this Study, 6 

demonstrates that revenues from the proposed power rates will recover generation costs in the 7 

rate period and over the ensuing 50-year repayment period.  Rate period costs are projected to be 8 

recovered with a very high confidence level, meeting BPA’s 95 percent probability standard that 9 

all U.S. Treasury payments will be paid on time and in full. 10 

 11 

Table 1 summarizes the revised revenue test and shows projected net revenues from proposed 12 

power rates for FY 2014–2015.  These net revenues are the lowest level necessary to achieve 13 

BPA’s cost recovery objectives, when combined with other risk mitigation tools, given hydro 14 

condition uncertainty, market price volatility, and other risks. 15 

 16 

Table 2 shows planned generation amortization payments to the U.S. Treasury during the rate 17 

period and irrigation assistance payments that are due to be paid from power revenues. 18 

 19 

1.2 Legal Requirements 20 

This section summarizes the statutory framework that guides the development of BPA’s 21 

generation revenue requirement and the recovery of BPA’s generation costs from the various 22 

users of the FCRPS, and the repayment policies that BPA follows in the development of its 23 

revenue requirement. 24 

 25 

 26 
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1.2.1 Governing Statutes 1 

BPA’s revenue requirements are governed primarily by four statutes:  The Bonneville Project 2 

Act of 1937, P.L. No. 75-329, 50 Stat. 731; the Flood Control Act of 1944, P.L. No. 78-534, 3 

58 Stat. 890, amended 1977; the Federal Columbia River Transmission System Act 4 

(Transmission System Act) of 1974, P.L. No. 93-454, 88 Stat. 1376; and the Pacific Northwest 5 

Electric Power Planning and Conservation Act (Northwest Power Act), P.L. No. 96-501, 6 

94 Stat. 2697.  Other statutory provisions that guide the development of BPA’s revenue 7 

requirements include the Federal Power Act, as amended by the Energy Policy Act of 1992 8 

(EPA-92), P.L. No. 102-486, 106 Stat. 2776; the Colville Settlement Act, P.L. No. 103-436, 9 

108 Stat. 4577; and the Omnibus Consolidated Rescissions and Appropriations Act of 1996, 10 

P.L. No. 104-134, 110 Stat. 132.  DOE Order “Power Marketing Administration Financial 11 

Reporting,” RA 6120.2, issued by the Secretary of Energy, provides guidance to Federal power 12 

marketing agencies regarding repayment of the Federal investment. 13 

 14 

1.2.2 Legal Requirements Governing the FCRPS Revenue Requirement 15 

BPA’s power rates must be set in a manner that ensures revenue levels sufficient to recover fully 16 

BPA’s generation costs.  This requirement is set forth in section 7 of the Bonneville Project Act, 17 

16 U.S.C. § 832f (amended 1977): 18 

Rate schedules shall be drawn having regard to the recovery (upon the 19 

basis of the application of such rate schedules to the capacity of the 20 

electric facilities of Bonneville project) of the cost of producing and 21 

transmitting such electric energy, including the amortization of the capital 22 

investment over a reasonable period of years …. 23 

 24 

 25 

 26 
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Development of the generation revenue requirement is a critical component of meeting this 1 

ratemaking directive.  Section 9 of the Transmission System Act, 16 U.S.C, § 838g, also strongly 2 

reflects this cost recovery principle, providing that rates be set: 3 

[A]t levels to produce such additional revenues as may be required, in the 4 

aggregate with all other revenues of the Administrator, to pay when due 5 

the principal of, premiums, discounts, and expenses in connection with the 6 

issuance of and interest on all bonds issued and outstanding pursuant to 7 

this Act, and amounts required to establish and maintain reserve and other 8 

funds and accounts established in connection therewith. 9 

 10 

Similarly, section 7(a)(1) of the Northwest Power Act, 16 U.S.C. § 839e(a)(1), provides: 11 

The Administrator shall establish, and periodically review and revise, rates 12 

for the sale and disposition of electric energy and capacity and for the 13 

transmission of non-Federal power.  Such rates shall be established and, as 14 

appropriate, revised to recover, in accordance with sound business 15 

principles, the costs associated with the acquisition, conservation, and 16 

transmission of electric power, including the amortization of the Federal 17 

investment in the Federal Columbia River Power System (including 18 

irrigation costs required to be repaid out of power revenues) over a 19 

reasonable period of years and the other costs and expenses incurred by 20 

the Administrator pursuant to this Act and other provisions of law.  Such 21 

rates shall be established in accordance with Sections 9 and 10 of the 22 

Federal Columbia River Transmission System Act (16 U.S.C. § 838), 23 

Section 5 of the Flood Control Act of 1944, and the provisions of this Act. 24 

 25 

 26 
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The Northwest Power Act also makes it clear that a primary purpose of confirmation of BPA 1 

rates by the Commission is to ensure that the revenue requirement is adequate to ensure timely 2 

U.S. Treasury repayment.  Section 7(a)(2), 16 U.S.C. § 839e(a)(2), provides: 3 

Rates established under this section shall become effective only, except in 4 

the case of interim rules as provided in subsection (i)(6) of this section, 5 

upon confirmation and approval by the Federal Energy Regulatory 6 

Commission upon a finding by the Commission, that such rates— 7 

(A) are sufficient to assure repayment of the Federal investment in the 8 

Federal Columbia River Power System over a reasonable number 9 

of years after first meeting the Administrator’s other costs, 10 

(B) are based upon the Administrator’s total system costs, and 11 

(C) insofar as transmission rates are concerned, equitably allocate the 12 

costs of the Federal transmission system between Federal and 13 

non-Federal power utilizing such system. 14 

 15 

In addition to reiterating and clarifying the cost recovery principle, the Northwest Power Act 16 

provides BPA with supplementary authority to sell bonds to the U.S. Treasury to finance BPA’s 17 

new conservation and renewable resource programs.  16 U.S.C. § 838i.  The Energy Policy Act 18 

of 1992 clarifies BPA’s authority to provide funds directly to the U.S. Army Corps of Engineers 19 

(Corps) and U.S. Bureau of Reclamation (Reclamation) for hydroelectric generation additions, 20 

improvements, and replacements, as well as O&M expenses.  P.L. No. 102-486, 1992 U.S. Code 21 

Cong. & Admin. News, 106 Stat. 2776.  Other provisions that have particular relevance to the 22 

repayment of power costs can be found in the Reclamation Project Act of 1939 (codified as 23 

amended in scattered sections of 43 U.S.C.) and the Grand Coulee Dam – Third Powerplant Act 24 

of June 14, 1966, P.L. No. 89-448, 80 Stat. 200, authorizing construction of the Grand Coulee 25 

Dam Third Powerhouse; and P.L. No. 89-561, 80 Stat. 707, Act of September 7, 1966, which 26 



 

 
BP-14-E-BPA-02 

Page 7 

partially amended P.L. No. 89-448.  The costs associated with these projects and programs, as 1 

well as the other costs incurred by the Administrator in furtherance of BPA’s mission, are 2 

included in this Study. 3 

 4 

1.2.3 Colville Settlement Act Credits 5 

The Confederated Tribes of the Colville Reservation Grand Coulee Dam Settlement Act 6 

approves and ratifies the Settlement Agreement entered into by the United States and the 7 

Confederated Tribes of the Colville Reservation (Colville Tribes) related to the claims for a 8 

portion of the revenues from Grand Coulee Dam, and directs BPA to carry out its obligations 9 

under the Settlement Agreement.  P.L. No. 103-436, Nov. 2, 1994, 108 Stat. 4577. 10 

 11 

The Settlement Agreement obligates BPA to make annual payments to the Colville Tribes.  12 

Payments have been tied to BPA’s average prices and the amount of annual generation from 13 

Grand Coulee Dam.  Under the Refinancing Act, part of the Omnibus Consolidated Rescissions 14 

and Appropriations Act of 1996, P.L. No. 104-134, 110 Stat. 1321, BPA receives annual credits 15 

from the U.S. Treasury against payments due the U.S. Treasury in order to defray a portion of 16 

the costs of making payments to the Colville Tribes.  The annual payments to the Colville Tribes 17 

are forecast to be $21.4 million in FY 2014 and $21.9 million in FY 2015.  The credits for the 18 

FY 2014–2015 rate period are $4.6 million in each fiscal year. 19 

 20 

1.2.4 The BPA Appropriations Refinancing Act 21 

As in prior rate periods, BPA’s power rates for the FY 2014–2015 rate period will reflect the 22 

requirements of the Refinancing Act, part of the Omnibus Consolidated Rescissions and 23 

Appropriations Act of 1996, 16 U.S.C. § 838l, P.L. No. 104-134, 110 Stat. 1321.  The 24 

Refinancing Act requires that unpaid principal on FCRPS appropriations (old capital 25 

investments) at the end of FY 1996 be reset at the present value of the principal and annual 26 
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interest payments BPA would make to the U.S. Treasury for these obligations absent the 1 

Refinancing Act, plus $100 million.  Id. at § 838l(b)(I).  The Refinancing Act also specifies that 2 

the new principal amounts of the old capital investments be assigned new interest rates from the 3 

U.S. Treasury yield curve prevailing at the time of the refinancing transaction.  Id. at 4 

§ 838l(a)(6)(A). 5 

 6 

The Refinancing Act specifies that repayment periods on new principal amounts may not be 7 

earlier than determined prior to the refinancing.  Id. at § 838l(d). 8 

 9 

The Refinancing Act specifies that the prevailing U.S. Treasury yield curve will be used to 10 

calculate interest during construction (IDC) and to assign interest rates to new capital 11 

investments funded by appropriations.  16 U.S.C. § 838l(f).  New capital investments are defined 12 

as capital investments funded by appropriations for a project placed in service after 13 

September 30, 1996.  Id. at § 838l(a)(3).  The IDC in each fiscal year of construction for new 14 

capital investments is the prevailing one-year U.S. Treasury rate.  Id. at § 838l(f)(1).  The IDC is 15 

capitalized and included in the principal.  After the plant is completed, the principal amount is 16 

assigned an interest rate based on the U.S. Treasury yield curve prevailing in the year in which 17 

the plant is placed in service.  Id. at § 838l(g). 18 

 19 

The U.S. Treasury rate for new capital investments prescribed in the Refinancing Act is: 20 

[A] rate determined by the Secretary of the Treasury, taking into 21 

consideration prevailing market yields, during the month preceding the 22 

beginning of the fiscal year in which the [new investment] … is placed in 23 

service, on outstanding interest bearing obligations of the United States  24 

 25 

26 
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with periods to maturity comparable to the period between the beginning 1 

of the fiscal year and the repayment date for the new capital investment. 2 

16 U.S.C. § 838l(a)(6)(B). 3 

 4 

The Refinancing Act also directs the Administrator to offer to provide assurance in new or 5 

existing power, transmission, or related service contracts that the government would not increase 6 

the repayment obligations in the future.  16 U.S.C. § 838l(i).  The Refinancing Act also amends 7 

the Colville Settlement Act to modify the amount and timing of certain credits that BPA takes 8 

against its annual cash transfers to U.S. Treasury. 9 

 10 

1.2.5 Allocation of FCRPS Costs 11 

The individual generating projects comprising the FCRPS serve purposes in addition to power 12 

production, including navigation, irrigation, recreation, and flood control.  The total costs of 13 

these Federal projects are generally allocated according to the purposes they serve. 14 

 15 

For projects that provide power generation to the FCRPS, this allocation has generally been 16 

accomplished pursuant to statutory direction.  For example, section 7 of the Bonneville Project 17 

Act, 16 U.S.C. § 832f, requires that BPA’s rates be based, inter alia, on “an allocation of costs 18 

made by the [Secretary of Energy,]” and, insofar as costs of the Bonneville Project are 19 

concerned: 20 

[T]he Secretary of Energy may allocate to the costs of electric facilities 21 

such a share of the cost of facilities having joint value for the production 22 

of electric energy and other purposes as the power development may fairly 23 

bear as compared with other such purposes. 24 

Id. 25 

 26 
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Similar allocations for Reclamation projects constructed pursuant to various authorizing statutes 1 

have been performed by the Secretary of the Interior under the authority of 43 U.S.C. 2 

§ 485h(a)-(b).  Cost allocations for projects constructed by the Corps have been performed by the 3 

Secretary of the Army and approved by the Federal Power Commission (the predecessor to the 4 

Federal Energy Regulatory Commission). 5 

 6 

In general, an attempt is made to allocate the cost of each feature of a multipurpose dam to the 7 

purpose it serves.  For example, the costs of powerhouses, penstocks, and other specific 8 

power-related facilities have been allocated to the generation function, whereas the costs of 9 

navigation locks have been allocated to navigation.  More problematic are the joint-use costs that 10 

remain unallocated after the costs identifiable to single purposes have been allocated.  The 11 

joint-use formulas approximate the relative benefits provided by each function, and costs are 12 

allocated accordingly. 13 

 14 

Thus, costs assigned to the power production functions include specific cost items whose sole 15 

purpose is power production and the “power production share” of joint costs assigned to more 16 

than one purpose.  Both types of costs are included in BPA’s generation revenue requirement. 17 

 18 

1.2.6 Section 4(h)(10)(C) Credit 19 

The Northwest Power Act provides that: 20 

The Administrator shall use the Bonneville Power Administration fund 21 

and the authorities available to the Administrator under this Act and other 22 

laws administered by the Administrator to protect, mitigate, and enhance 23 

fish and wildlife to the extent affected by the development and operation 24 

of any hydroelectric project of the Columbia River and its tributaries … 25 

16 U.S.C. § 839b(h)(10)(A). 26 
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BPA is not obligated to reimburse the U.S. Treasury for the non-power portion of these fish and 1 

wildlife costs.  Such non-power costs are instead allocated to the various project purposes by the 2 

BPA Administrator, in consultation with the Corps and Reclamation, pursuant to 3 

section 4(h)(10)(C) of the Northwest Power Act.  16 U.S.C. § 839b(h)(10)(C).  This allocation to 4 

various project purposes implements the principle that electric power consumers bear no greater 5 

share of the costs of fish and wildlife mitigation than the power portion of the project. 6 

 7 

The legislative history of section 4(h)(10)(C) illustrates how the expenditures by the 8 

Administrator for protection, mitigation, and enhancement of fish and wildlife at individual 9 

Federal projects in excess of the portion allocable to electric consumers are to be treated as a 10 

credit for electric consumers.  H.R. Rep. No. 976, 96th Cong., 2d Sess., pt. 2 at 45 (1980), 11 

reprinted in 1980 U.S.C.C.A.N. 5989, 6011.  This principle is satisfied by treating expenditures 12 

on behalf of non-power purposes as other project costs.  BPA receives a credit against its cash 13 

transfers to the U.S. Treasury for expenditures attributable to non-power purposes.  BPA’s initial 14 

funding of all the costs for fish and wildlife has the advantage of avoiding the need for funding 15 

the non-power portion of these costs through the annual appropriations process. 16 

 17 

1.2.7 Equitable Allocation of Transmission Costs 18 

In an order dated January 27, 1984, United States Department of Energy – Bonneville Power 19 

Admin., 26 FERC ¶ 61,096 (1984), the Commission directed BPA to, among other things, 20 

develop separate repayment studies for the generation and transmission functions of the FCRPS.  21 

The purpose of this requirement was to assist the Commission in making the determination 22 

required under section 7(a)(2)(C) of the Northwest Power Act (16 U.S.C. § 839e(a)(2)(C)) that 23 

transmission costs be equitably allocated between Federal and non-Federal uses of the 24 

transmission system.  This requirement has given BPA a 28-year history of conducting separate 25 

repayment studies for the transmission and generation functions, which has enabled BPA to set 26 
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power and transmission rates separately with minimal change in repayment policy and 1 

development of each revenue requirement.  Consistent with the decision to separate the rates for 2 

the transmission and generation functions beginning with the WP-02 proceeding, this Power 3 

Revenue Requirement Study incorporates only the repayment study for the generation function 4 

of the FCRPS for FY 2014–2015.  The Transmission Revenue Requirement Study, BP-14-E-5 

BPA-08, incorporates the repayment study for the transmission function. 6 

 7 

1.2.8 Repayment Requirements and Policies 8 

The statutes do not include specific directives for scheduling repayment of the FCRPS capital 9 

appropriations and bonds issued to the U.S. Treasury.  The details of the repayment policy have 10 

largely been established through administrative interpretation of statutory requirements, with 11 

Congressional sanction. 12 

 13 

There have been a number of changes in BPA’s repayment policy over the years, generally 14 

concurrent with expansion of the FCRPS and changing conditions.  In general, current 15 

repayment criteria were first approved by the Secretary of the Interior on April 3, 1963.  These 16 

criteria were refined and submitted to the Secretary of the Interior and the Federal Power 17 

Commission in support of BPA’s rate filing in September 1965. 18 

 19 

The repayment policy was presented to Congress for its consideration in the authorization of the 20 

Grand Coulee Dam Third Powerhouse in June 1966.  The underlying theory of repayment was 21 

discussed in the House of Representatives Report related to this authorization, H.R. Rep. 22 

No. 1409, 89th Cong., 2d Sess. at 9-10 (1966).  As stated in that report: 23 

Accordingly, in a repayment study there is no annual schedule of capital 24 

repayment.  The test of the sufficiency of revenues is whether the capital 25 

investment can be repaid within the overall repayment period established 26 



 

 
BP-14-E-BPA-02 

Page 13 

for each power project, each increment of investment in the transmission 1 

system, and each block of irrigation assistance.  Hence, repayment may 2 

proceed at a faster or slower pace from year-to-year as conditions change. 3 

 4 

This approach to repayment scheduling has the effect of averaging the 5 

year-to-year variations in costs and revenues over the repayment period.  6 

This results in a uniform cost per unit of power sold, and permits the 7 

maintenance of stable rates for extended periods.  It also facilitates the 8 

orderly marketing of power and permits Bonneville Power 9 

Administration’s customers, which include both electric utilities and 10 

electro-process industries, to plan for the future with assurance. 11 

 12 

The Secretary of the Interior issued a statement of power policy on September 30, 1970, setting 13 

forth general principles that reaffirmed the repayment policy as previously developed.  The most 14 

pertinent of these principles are set forth in the Department of the Interior (DOI) Manual, 15 

Part 730, Chapter 1: 16 

A. Hydroelectric power, although not a primary objective, will be 17 

proposed to Congress and supported for inclusion in multiple-18 

purpose Federal projects when … it is capable of repaying its share 19 

of the Federal investment, including operation and maintenance 20 

costs and interest, in accordance with the law. 21 

B. Electric power generated at Federal projects will be marketed at 22 

the lowest rates consistent with sound financial management.  23 

Rates for the sale of Federal electric power will be reviewed 24 

periodically to assure their sufficiency to repay operating and 25 
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maintenance costs and the capital investment within 50 years with 1 

interest that more accurately reflects the cost of money. 2 

To achieve a greater degree of uniformity in a repayment policy for all DOI power marketing 3 

agencies, of which BPA was one at the time, the Deputy Assistant Secretary of the Interior 4 

issued a memo on August 2, 1972, outlining: (1) a uniform definition of the commencement of 5 

the repayment period for a particular project; (2) the method for including future replacement 6 

costs in repayment studies; and (3) a provision that the investment or obligation bearing the 7 

highest interest rate shall be amortized first, to the extent possible, while still complying with the 8 

repayment period established for each increment of investment. 9 

 10 

A further clarification of the repayment policy was outlined in a joint memo of January 7, 1974, 11 

from the Assistant Secretary for Reclamation and Assistant Secretary for Energy and Minerals.  12 

This memo states that, in addition to meeting the overall objective of repaying the Federal 13 

investment or obligations within the prescribed repayment periods, revenues shall be adequate, 14 

except in unusual circumstances, to repay annually all costs for O&M, purchased power, and 15 

interest. 16 

 17 

On March 22, 1976, the DOI issued Chapter 4 of Part 730 of the DOI Manual to codify financial 18 

reporting requirements for the DOI power marketing agencies.  Included therein are standard 19 

policies and procedures for preparing system repayment studies. 20 

 21 

BPA and other former DOI power marketing agencies were transferred to the newly established 22 

DOE on October 1, 1977.  See DOE Organization Act, 42 U.S.C. § 7101 et seq. (1994).  The 23 

DOE adopted the policies set forth in Part 730 of the DOI Manual by issuing Interim 24 

Management Directive No. 1701 on September 28, 1977, which was subsequently replaced by 25 

RA 6120.2 on September 20, 1979, as amended on October 1, 1983. 26 
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 1 

The repayment policy outlined in RA 6120.2, paragraph 12, provides that BPA’s total revenues 2 

from all sources must be sufficient to: 3 

(1) Pay all annual costs of operating and maintaining the Federal 4 

power system; 5 

(2) Pay the cost each fiscal year of obtaining power through purchase 6 

and exchange agreements, the cost for transmission services, and 7 

other costs during the year in which such costs are incurred; 8 

(3) Pay interest each year on the unamortized portion of the 9 

commercial power investment financed with appropriated funds at 10 

the interest rates established for each generating project and for 11 

each annual increment of such investment in the BPA transmission 12 

system, except that recovery of annual interest expense may be 13 

deferred in unusual circumstances for short periods of time; 14 

(4) Pay when due the interest and amortization portion on outstanding 15 

bonds sold to the U.S. Treasury; 16 

(5) Repay: 17 

• each dollar of power investments and obligations in the 18 

FCRPS generating projects within 50 years after the 19 

projects become revenue-producing (50 years has been 20 

deemed a “reasonable period” as intended by Congress, 21 

except for the Yakima-Chandler Project, which has a 22 

legislated amortization period of 66 years); 23 

• each annual increment of transmission financed by 24 

Federal investments and obligations within the average 25 

service life of such transmission facilities (currently 26 
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40 years) or within a maximum of 50 years, whichever is 1 

less [BPA has interpreted RA 6120.2 to require 2 

repayment of bonds sold to finance conservation to be 3 

within the average service lives of these projects, 4 

currently estimated to be 12 years, and for fish and 5 

wildlife facilities to be 15 years]; 6 

• the federally financed amount of each replacement within 7 

its service life up to a maximum of 50 years; and 8 

(6) As required by P.L. No. 89-448, repay the portion of construction 9 

costs at Federal reclamation projects that is beyond the repayment 10 

ability of the irrigators, and which is assigned for repayment from 11 

commercial power revenues, within the same overall period 12 

available to the irrigation water users for making their payments on 13 

construction costs. 14 

 15 

The typical repayment period for appropriated capital investments is 50 years from the year in 16 

which the plant is placed in service.  The Refinancing Act overrides provisions in RA 6120.2 17 

related to determining interest during construction and assigning interest rates to Federal 18 

investments financed by appropriations.  The Refinancing Act also contains provisions on 19 

repayment periods (due dates) for these investments.  The Refinancing Act is discussed in 20 

section 1.2.4. 21 

 22 

Irrigation costs are repaid without interest.  P.L. No. 89-448 authorizes the payment of irrigation 23 

costs from revenues of the entire power system.  This is consistent with the so-called “Basin 24 

Account” concept.  P.L. No. 89-561, approved on September 7, 1966, amended P.L. No. 89-448 25 
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to provide several limitations on the repayment of irrigation costs from power revenues.  These 1 

limitations are: 2 

(1) the irrigation costs are to be paid from “net revenues” of the power 3 

system, with net revenues defined as those revenues over and 4 

above the amount needed to cover power costs and previously 5 

authorized irrigation payments; 6 

(2) the construction of new Federal irrigation projects will be 7 

scheduled, i.e., deferred, if necessary, so that the repayment of the 8 

irrigation costs from power revenues will not require an increase in 9 

the BPA power rate level; and 10 

(3) the total amount of irrigation costs to be repaid from power 11 

revenues shall not average more than $30 million per year in any 12 

period of 20 consecutive years. 13 

 14 

In addition, other sections within RA 6120.2 require that any outstanding deferred interest 15 

payments must be repaid before any planned amortization payments are made.  Also, repayments 16 

are to be made by amortizing those Federal investments and obligations bearing the highest 17 

interest rate first, to the extent possible, while still completing repayment of each increment of 18 

Federal investment and obligation within its prescribed repayment period. 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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2. DEVELOPMENT OF THE GENERATION REVENUE REQUIREMENT 1 

 2 

2.1 Spending Level Development 3 

The development of program spending levels occurs outside the rate process.  It began in March 4 

and April of 2012, when BPA hosted the 2012 Capital in Review (CIR), a new public process 5 

focused on reviewing and discussing draft asset strategies and 10-year capital forecasts.  It 6 

continued with the Integrated Program Review (IPR), which provides customers and constituents 7 

with an opportunity to examine, understand, and comment on BPA’s cost projections for BPA’s 8 

power and transmission functions.   9 

 10 

BPA began the 2012 IPR discussion of FY 2014–2015 program levels on June 5, 2012, with an 11 

opening workshop containing an overview of Power, Transmission, and Agency Services 12 

proposed expense spending levels for FY 2014–2015.  At the same time, BPA released 13 

FY 2014–2015 proposed expense spending levels, drivers, goals, risks and comparisons to 14 

previous IPR costs.  Public comments received during the CIR informed capital cost projections 15 

for FY 2014–2015 in the 2012 IPR initial report released June 18, 2012.  After the opening IPR 16 

workshop and release of information, participants were allowed three weeks to request additional 17 

information or specific workshops.  BPA responded to 101 requests for additional information 18 

and held six workshops through August 10, 2012.  These workshops were held to discuss the 19 

projected spending levels of the Columbia Generating Station (CGS); Corps; Reclamation; 20 

BPA’s conservation and fish and wildlife programs; and BPA’s Information Technology 21 

program.  While Federal and non-Federal debt management issues are not decided in the IPR, a 22 

workshop was held on these topics because BPA believes it is important for participants to 23 

understand the implications of past debt management decisions and proposed capital spending 24 

levels. 25 

 26 
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After considering the comments received, BPA released a final close-out report on October 26, 1 

2012.  This Study incorporates the spending levels identified in the IPR final close-out report, 2 

which can be found on BPA’s public Web site:  Finance & Rates—Financial Public Processes— 3 

Integrated Program Review. 4 

 5 

2.2 Capital Funding 6 

The forecast of BPA’s capital investments for FY 2014–2015 used in setting the BP-14 power 7 

rates was produced in the IPR.  The following section describes the forecasts developed in the 8 

IPR and includes a 5 percent “lapse factor,” recognizing that timing of some planned capital 9 

spending may be stretched into the following rate period.  The lapse factor was applied to all 10 

programs except the Fish and Wildlife Program, Energy Efficiency, and CGS.  FCRPS capital 11 

investments include Corps, Reclamation, and BPA capital investments as well as third-party 12 

resource investments for which debt is secured by BPA (capitalized contracts).  Projections of 13 

current FCRPS capital outlays are $1,678 million for the cost evaluation period of FY 2013–14 

2015.  These investments include: 15 

• improvements and maintenance needed to increase reliability, safety, and 16 

performance at the CGS nuclear plant 17 

• improvements and maintenance needed to improve reliability of the aging and 18 

deteriorating Federal hydro system 19 

• investment in fish and wildlife mitigation measures 20 

• investment in conservation activities 21 

• investment in capital equipment 22 

 23 

Table 3 provides a detailed breakout of investment projections for the cost evaluation period.  24 

This Study projects that no capital investments will be funded from current revenues. 25 

 26 
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2.2.1 Bonds Issued to the U.S. Treasury 1 

Bonds issued to the U.S. Treasury are the source of capital that will be used to finance BPA’s 2 

FY 2014–2015 capital program and Corps and Reclamation investments that BPA has agreed to 3 

direct-fund under section 2406 of P.L. No. 102-486, 16 U.S.C. § 839d-1.  These expenditures 4 

include a total capital projection of $774 million, which is split among BPA Fish and Wildlife 5 

direct program investments ($102 million), conservation investments ($167 million), BPA 6 

capital equipment ($26 million), and generating resource investments of the Corps and 7 

Reclamation ($479 million) during FY 2014–2015. 8 

 9 

Interest rates on bonds issued by BPA to the U.S. Treasury are set at market interest rates 10 

comparable to interest rates on securities issued by other agencies of the U.S. Government.  11 

Interest rates on bonds projected to be issued are included in Chapter 6 of the Documentation. 12 

 13 

2.2.2 Federal Appropriations 14 

In general, the Study reflects that all Corps and Reclamation capital investments in the FCRPS 15 

will be financed by Federal appropriations unless they are direct-funded by BPA.  This Study 16 

includes projected appropriated investments totaling $148 million during the rate period for 17 

Corps fish and wildlife mitigation and recovery measures through the Columbia River Fish 18 

Mitigation (CRFM) project.  No other appropriations-financed investments are forecast for the 19 

rate period.  Capital investments funded by this source do not become BPA’s obligation to repay 20 

until placed in service. 21 

 22 

The interest rate forecast for appropriated capital investments expected to be placed in service is 23 

found in Chapter 6 of the Documentation.  Each new capital investment is assigned a rate from 24 

the U.S. Treasury yield curve prevailing in the month prior to the beginning of the fiscal year in 25 

which the new investment is placed in service. 26 
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To determine interest during construction for new capital investments for a given fiscal year, the 1 

prevailing U.S. Treasury one-year rate for each fiscal year of construction is applied to the sum 2 

of the cumulative expenditures made and interest during construction that has accrued prior to 3 

the end of the fiscal year.  Study Chapter 5 and Documentation Chapter 9. 4 

 5 

2.2.3 Third-Party Debt 6 

Third-party debt differs from U.S. Treasury debt in that entities other than BPA or the 7 

U.S. Treasury issue the debt.  BPA’s promise to make payments serves as security for bonds or 8 

other debt that the third party issues, resulting in wider market access and potentially more 9 

favorable interest rates for the seller.  Examples of acquisitions financed in this way include the 10 

Energy Northwest, Inc. (EN) WNP-1, WNP-3, and CGS nuclear power projects and the Lewis 11 

County Public Utility District Hydroelectric project (Cowlitz Falls).  This Study includes 12 

forecasts of debt transactions that will occur during the cost evaluation period, including the 13 

refinancing of Lewis County debt and the refinancing of CGS debt coming due in 2014 and 14 

2015. 15 

 16 

2.3 Debt Optimization Program 17 

After base power rates were filed for the FY 2002–2006 rate period, BPA instituted a Debt 18 

Optimization Program (DOP) with EN as a means of replenishing Treasury borrowing authority.  19 

Debt Optimization (DO) involves extending EN debt that has come due and using the cash flows 20 

that would have gone to pay the EN debt to repay an equivalent amount of Federal debt.  The 21 

program has resulted in a considerable amount of Federal debt, primarily bonds issued to 22 

Treasury but also some Congressional appropriations, being paid well in advance of the 23 

amortization schedules established in the WP-02 rate filing.  As the program continued during 24 

FY 2007–2009, additional advance amortization was created, compared to the schedules that 25 

would have been established without DO, for the subsequent rate periods through FY 2012.  26 
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Effectively, the extension of EN debt into FY 2013–2018 has advanced the repayment of Federal 1 

debt relative to the amount that otherwise would have been paid in that period.  BPA has 2 

committed to EN that it would follow this program, matching dollar for dollar the repayment of 3 

Federal obligations in the same year in which EN debt has been extended, absent dire financial 4 

circumstances that might cause some delay in the payment of the advanced portion of the 5 

amortization. 6 

 7 

This Study includes EN debt refinancing transactions completed through FY 2009.  BPA has 8 

ended the DO program, and no forecasts of DO actions are included in the proposed rates. 9 

 10 

2.4 Modeling of BPA’s Repayment Obligations 11 

Typically, repayment studies are performed as the first step in determining revenue requirements.  12 

The studies establish a schedule of annual U.S. Treasury amortization for the rate period and the 13 

resulting interest payments.  Each repayment study covers a rate test year and the ensuing 14 

repayment period, which extends to the last year by which all outstanding and projected 15 

obligations must be repaid.  For generation repayment studies, that is 50 years. 16 

 17 

In conducting the repayment studies, BPA includes as fixed inputs the annual debt service 18 

payments associated with its capitalized contract obligations and the fixed annual payments 19 

associated with long-term energy resource acquisition contracts.  All outstanding and projected 20 

generation repayment obligations for appropriated investments (including irrigation assistance) 21 

and bonds issued to the U.S. Treasury are included to be scheduled for repayment.  Funding for 22 

replacements projected during the repayment period are also included in the repayment study, 23 

consistent with the requirements of RA 6120.2. 24 

 25 

 26 
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Appropriations are scheduled to be repaid within the expected useful life of the associated 1 

facility, or 50 years, whichever is less.  Corps and Reclamation project replacements funded by 2 

appropriations and placed in service in 1994 or later have repayment periods that are set at the 3 

weighted average service life of all replacements going into service at that project in that year. 4 

 5 

Bonds issued by BPA to the U.S. Treasury may include three-year to 45-year terms, taking into 6 

account the estimated average service lives for investments and prudent financing and cash 7 

management factors.  Some bonds are issued with a provision that allows the bond to be called 8 

after a certain time, typically five years.  Bonds may also be issued with no early call provision.  9 

Early retirement of eligible bonds requires that BPA pay a bond premium to the U.S. Treasury.  10 

In addition, the interest rate that BPA pays on callable bonds is higher than the interest rate on 11 

non-callable bonds issued at the same time. 12 

 13 

Bonds are issued to finance BPA conservation acquisitions, the Fish and Wildlife Program, and 14 

Corps and Reclamation investments that are direct-funded by BPA.  These bonds are repaid 15 

within the terms and conditions of each bond issued to the U.S. Treasury.  Bonds to finance fish 16 

and wildlife capital investments are issued with maturities not to exceed 15 years, the same 17 

period over which BPA amortizes these capital investments.  Corps and Reclamation direct-18 

funding bonds are issued with maturities not to exceed 45 years.  Conservation bonds are issued 19 

with maturities that are consistent with the period over which BPA amortizes these capital 20 

investments.  Currently, BPA has three amortization schedules for conservation assets.  21 

Investments made prior to FY 2002, referred to as the Conservation Legacy program, have a 22 

straight-line 20-year amortization period.  Investments made beginning in FY 2007, known as 23 

Conservation Acquisition investments, have a straight-line five-year amortization period.  24 

Investments made beginning with FY 2011 have a straight-line 12-year amortization period. 25 

 26 



 

 
BP-14-E-BPA-02 

Page 25 

Based on these parameters, the repayment study establishes a schedule of planned amortization 1 

payments and resulting interest expense by determining the lowest levelized debt service stream 2 

necessary to repay all generation obligations within the required repayment period. 3 

 4 

Further discussion of the repayment program and tables is included in Chapter 17 of the 5 

Documentation. 6 

 7 

2.5 Products Used by Other Studies 8 

The Revenue Requirement Study produces information that is used in other studies.  The 9 

information provided to the Rate Analysis Model (RAM) includes itemized program spending 10 

data; the allocation of net interest, MRNR, and PNRR into cost pools; and the allocation of 11 

interest income between the Composite cost pool and the Non-Slice cost pool.  The Revenue 12 

Requirement Study also provides the embedded costs used for the calculation of generation input 13 

costs. 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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3. GENERATION REVENUE REQUIREMENT 1 

 2 

3.1 Revenue Requirement  3 

For each year of a rate period, BPA prepares two tables that constitute the process by which the 4 

revenue requirement is determined.  The Income Statement includes projections of Total 5 

Expenses, PNRR, and if necessary, an MRNR component.  The Statement of Cash Flow shows 6 

the analysis used to determine MRNR and the cash available for risk mitigation. 7 

 8 

The Income Statement, Table 4, displays the components of the annual revenue requirement, 9 

which includes Total Operating Expenses (Line 19), Net Interest Expense (Line 28), and Total 10 

Planned Net Revenues (Line 32), which consists of MRNR (Line 30) and PNRR (Line 31).  The 11 

sum of these three major components is the Total Revenue Requirement (Line 33). 12 

 13 

The amounts shown in Total Operating Expenses are primarily established outside the ratesetting 14 

process in the IPR.  Other expenses such as power purchases, augmentation, transmission 15 

acquisition and ancillary services, and net interest are modeled within the rate case.  The MRNR 16 

(Line 30) results from an analysis of the Statement of Cash Flow, Table 5.  MRNR may be 17 

necessary to ensure that revenue requirements are sufficient to cover all cash requirements, 18 

including annual amortization of the Federal investment as determined in the power repayment 19 

studies, and any other cash requirements, such as irrigation assistance payments. 20 

 21 

The Statement of Cash Flow (Table 5) analyzes annual cash inflow and outflow.  Cash provided 22 

by Operating Activities (Line 8), driven by the Non-Cash Items shown in Lines 4, 5, 6, and 7, 23 

must be sufficient to compensate for the difference between Cash Used for Investment Activities 24 

(Line 14) and Cash Used For Financing Activities (Line 21).  If cash provided by Current 25 

Operations is not sufficient, MRNR must be included in revenue requirements to accommodate 26 
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the shortfall, yielding at least zero Annual Increase in Cash (Line 22).  The MRNR amounts 1 

shown on the Statement of Cash Flow (Line 2) are then incorporated in the Income Statement 2 

(Table 4, Line 32). 3 

 4 

3.2 Current Revenue Test 5 

Consistent with RA 6120.2, the continuing adequacy of existing rates must be tested annually.  6 

The current revenue test, exhibited in Tables 6 and 7, determines whether the revenue expected 7 

from current rates can continue to meet cost recovery requirements, thus allowing the current 8 

rates to be extended.  Revenue at current rates can be found in the Power Rates Study (PRS) 9 

Documentation, BP-14-E-BPA-01A.  The result of the current revenue test demonstrates that 10 

projected revenue from current rates is inadequate to meet the cost recovery criteria of 11 

RA 6120.2 over the repayment period.  See Table 8, column J.  If revenues from current rates 12 

were adequate, current rates could be extended, although other reasons may exist for revising 13 

rates, such as the implementation of a new rate design. 14 

 15 

3.3 Revised Revenue Test 16 

Consistent with RA 6120.2, the adequacy of proposed rates must be demonstrated.  The revised 17 

revenue test determines whether the revenue projected from proposed rates will meet cost 18 

recovery requirements, as well as BPA’s Treasury Payment Probability (TPP) standard for the 19 

rate period.  The revised revenue test is conducted using the forecast of revenue under proposed 20 

rates.  PRS Documentation, BP-14-E-BPA-05A, section 2.6. 21 

 22 

For the rate period, the demonstration of the adequacy of proposed rates is shown in Table 9, 23 

Generation Revised Revenue Test Income Statement, and Table 10, Generation Revised 24 

Revenue Test Statement of Cash Flow.  Table 10 tests the sufficiency of the resulting Net 25 

Revenues from Table 9 (Line 32) for making the planned annual amortization and irrigation 26 
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assistance payments and achieving the Administrator’s financial objectives.  The sufficiency of 1 

net revenues is demonstrated by the Annual Increase (Decrease) in Cash (Table 10, Line 24).  2 

The annual cash flow must be at least zero to demonstrate the adequacy of the projected revenues 3 

to cover all cash requirements. 4 

 5 

The results of the revised revenue test demonstrate that proposed rates are adequate to fulfill the 6 

basic cost recovery requirements and meet risk mitigation policy for the rate period, FY 2014–7 

2015.  With the successful test of proposed rates, the rate development process ends. 8 

 9 

3.4 Repayment Test at Proposed Rates 10 

Table 11, Generation Revenue from Proposed Rates, demonstrates whether projected revenue 11 

from proposed rates is adequate to meet the cost recovery criteria of RA 6120.2 over the 12 

repayment period.  The data are presented in a format consistent with the revised revenue tests, 13 

Tables 9 and 10, and the separate accounting analysis that is a separate attachment to the filing 14 

with the Commission. The focal point of these tables is the Net Position (Column J), which is the 15 

amount of funds provided by revenues that remain after meeting annual expenses requiring cash 16 

for the rate period and repayment of the Federal investment.  Thus, if the Net Position is zero or 17 

greater in each of the years of the rate period through the repayment period, the projected 18 

revenues demonstrate BPA’s ability to repay the Federal investment in the FCRPS within the 19 

allowable time.  As shown in Column J, the resulting Net Position is zero or greater for each year 20 

of the rate period and in each year of the repayment period. 21 

 22 

The historical data on this table have been taken from BPA’s separate accounting analysis.  The 23 

rate period data have been developed specifically for this Study.  The repayment period data are 24 

presented consistent with the requirements of RA 6120.2.  Typically, the revenue test through the 25 

repayment period uses expenses from the last year of the rate period.  In this case, as we have 26 
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done since the WP-07 rate proceeding, expenses for the CGS nuclear plant are normalized 1 

because it is on a two-year refueling cycle, which results in low costs in the first year and high 2 

costs in the second year.  FY 2015 is a refueling year for CGS, which increases O&M costs for 3 

the facility and power purchase costs to make up for the loss of generation during the refueling.  4 

The projection of these outage costs in every year of the repayment period would misrepresent 5 

the costs associated with the CGS refueling cycle.  For the purposes of this revenue test, these 6 

CGS costs for FY 2014 and FY 2015 have been averaged to produce an average annual cost for 7 

the operation of CGS for the rate period.  Augmentation purchases are also averaged in this 8 

fashion because of the higher costs in FY 2015 to make up for lost CGS generation. 9 

 10 

Table 12, Amortization of Generation Investments Over Repayment Period, summarizes the 11 

amortization of Federal investments over the entire repayment period.  It displays the total 12 

investment costs of the generating projects through the cost evaluation period, forecast 13 

replacements required to maintain the system through the repayment period, the cumulative 14 

dollar amount of the generation investment placed in service, scheduled amortization payments 15 

for each year of the repayment period (due and discretionary), unamortized investments 16 

including replacements through the repayment period, unamortized obligations as determined by 17 

a term schedule (if all obligations were paid at maturity and never early), and the predetermined 18 

amortization payments and the unamortized amount of irrigation assistance for each year of the 19 

repayment period. 20 

 21 

 22 

 23 

 24 

 25 

 26 
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A B C D
Calculated Additional Total Irrigation

Fiscal Year Amortization Amortization Amortization Assistance
1 2014 $121,117 $1,121 $122,238 $52,427
2 2015 $125,909 $1,267 $127,176 $51,989
3 Total $247,026 $2,388 $249,414 $104,416

A B C
FY 2013 FY 2014 FY 2015

POWER
Capital Requirements for Revenue Producing Investments

1 Corps & Reclamation Additions/Replacements - Direct Funded 241,817       243,344         236,254             
2 PBL Capital Equipment 16,878         12,630           12,936               
3 CGS: Additions/Replacements 83,710         62,939           63,198               
4 Annual Capital Requirements for Revenue Producing Investments 342,405       318,913         312,388             

Capital Requirements for Non-Revenue Producing and Public Benefit Investments
5 Energy Conservation 75,200         75,200           92,000               
6 Fish Investment
7 BPA Fish and Wildlife Investment 67,145         60,275           41,808               
8 Corps & Reclamation Fish Investment - Appropriations 144,966       99,343           48,758               
9 Total Fish Investment 212,111       159,618         90,566               

10 Other Third-Party -               -                 -                      
11 Annual Capital Req. for Non-Rev. & Public Benefit Invests. 287,311       234,818         182,566             

12 ANNUAL FUNDING REQUIREMENTS  FOR POWER 629,716       553,731         494,954             
13 CUMULATIVE FUNDING REQUIREMENTS FOR POWER 629,716       1,183,447      1,678,401          

A B C
  FY 2014    FY 2015 Average

1 Projected Revenues from Proposed Rates 2,802,734$       2,867,211$            2,834,973$        
2 Projected Expenses 2,794,114         2,875,550              2,834,832          
3 Net Revenues 8,620$              (8,339)$                  140$                  

Table 1: Projected Net Revenues from Projected Rates 
($000s) 

 
 
 
  
 
 
 
 

Table 2: Planned Federal Amortization & Irrigation Assistance Payments 
($000s) 

 

 

 

 

 

 

 

Table 3: Projected Capital Funding Requirements for the FCRPS 
($000s) 
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Table 4: Generation Revenue Requirement Income Statement 
($000s) 

 

    
A B 

    
2014 2015 

1 OPERATING EXPENSES 
  2 

 
POWER SYSTEM GENERATION RESOURCES 

  3 
  

OPERATING GENERATION RESOURCES 705,205  757,205  
4 

  
OPERATING GENERATION SETTLEMENT PAYMENTS 21,404  21,905  

5 
  

NON-OPERATING GENERATION 2,206  2,228  
6 

  
CONTRACTED POWER PURCHASES 75,149  56,964  

7 
  

AUGMENTATION POWER PURCHASES 27,611  123,273  
8 

  
EXCHANGES & SETTLEMENTS 276,582  276,575  

9 
  

RENEWABLE GENERATION 39,799  40,147  
10 

  
GENERATION CONSERVATION 48,408  49,320  

11 
 

POWER NON-GENERATION OPERATIONS 91,856  94,710  
12 

 
PS TRANSMISSION ACQUISITION AND ANCILLARY SERVICES 167,640  168,319  

13 
 

F&W/USF&W/PLANNING COUNCIL/ENVIRONMENTAL 
REQUIREMENTS 295,538  302,769  

14 
 

GENERAL AND ADMINISTRATIVE/SHARED SERVICES 73,603  76,034  
15 

 
OTHER INCOME, EXPENSES AND ADJUSTMENTS 0  0  

16 
 

NON-FEDERAL DEBT SERVICE 514,981  437,912  
17 

 
DEPRECIATION 127,665  134,451  

18 
 

AMORTIZATION 96,462  94,175  
19 TOTAL OPERATING EXPENSES 2,564,107  2,635,984  

      20 INTEREST EXPENSE: 
  21 

 
INTEREST 

  22 
  

APPROPRIATED FUNDS 223,187  220,893  
23 

  
CAPITALIZATION ADJUSTMENT (45,937) (45,937) 

24 
  

BONDS ISSUED TO U.S. TREASURY 68,929  84,766  
25 

  
AMORTIZATION OF CAPITALIZED BOND PREMIUMS 0  0  

26 
 

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (9,651) (8,823) 
27 

 
INTEREST CREDIT ON CASH RESERVES  (6,454) (11,208) 

28 NET INTEREST EXPENSE 230,074  239,691  

      29 TOTAL EXPENSES 2,794,181  2,875,675  

      30 MINIMUM REQUIRED NET REVENUE 1/ 0  0  

      31 PLANNED NET REVENUE FOR RISK 0  0  

      32 PLANNED NET REVENUE, TOTAL (30+31) 0  0  

      33 TOTAL REVENUE REQUIREMENT 2,794,181  2,875,676  

      
      1/ SEE NOTE ON CASH FLOW STATEMENT 
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Table 5: Generation Revenue Requirement Statement of Cash Flow 
($000s) 

 
A B

2014 2015
1 CASH FROM OPERATING ACTIVITIES
2 MINIMUM REQUIRED NET REVENUE 1/ 0 0
3 NON-CASH ITEMS:
4 DEPRECIATION AND AMORTIZATION 224,126 228,625
5 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 0 0
6 CAPITALIZATION ADJUSTMENT (45,937) (45,937)
7 ACCRUAL REVENUES (3,524) (3,524)
8 CASH PROVIDED BY OPERATING ACTIVITIES 174,665 179,165

9 CASH FROM INVESTMENT ACTIVITIES:
10 INVESTMENT IN:
11 UTILITY PLANT (INCLUDING AFUDC) (355,318) (381,272)
12 ENERGY EFFICIENCY (75,200) (92,000)
13 FISH & WILDLIFE (60,275) (41,807)
14 CASH USED FOR INVESTMENT ACTIVITIESS (490,794) (515,079)

15 CASH FROM BORROWING AND APPROPRIATIONS:
16 INCREASE IN BONDS ISSUED TO U.S. TREASURY 391,451 466,321
17 REPAYMENT OF BONDS ISSUED TO U.S. TREASURY (29,950) (117,700)
18 INCREASE IN FEDERAL CONSTRUCTION APPROPRIATIONS 99,343 48,758
19 REPAYMENT OF FEDERAL CONSTRUCTION APPROPRIATIONS (92,288) (9,476)
20 PAYMENT OF IRRIGATION ASSISTANCE (52,427) (51,989)
21 CASH PROVIDED BY BORROWING AND APPROPRIATIONS 316,129 335,915

22 ANNUAL INCREASE (DECREASE) IN CASH 0 0

23 PLANNED NET REVENUE FOR RISK 0 0

24 TOTAL ANNUAL INCREASE (DECREASE) IN CASH 0 0

1/ Line 22 must be greater than or equal to zero to indicate that cash cost recovery requirements are being
    achieved.  If not, net revenues (MRNR) are added so that net cash flows for the year (Line 22) are zero.



 

BP-14-E-BPA-02 
Page 36 

Table 6: Generation Current Revenue Test Income Statement 
($000s) 

 
A B

2014 2015
1 REVENUES FROM CURRENT RATES 2,633,635 2,711,011

2 OPERATING EXPENSES
3 POWER SYSTEM GENERATION RESOURCES
4 OPERATING GENERATION 705,205 757,205
5 OPERATING GENERATION SETTLEMENTS 21,404 21,905
6 NON-OPERATING GENERATION 2,206 2,228
7 CONTRACTED POWER PURCHASES 75,149 56,964
8 AUGMENTATION POWER PURCHASES 27,611 123,273
9 EXCHANGES & SETTLEMENTS 280,438 280,438

10 RENEWABLE GENERATION 39,799 40,147
11 GENERATION CONSERVATION 48,408 49,320
12 CONSERVATION RATE CREDIT
13 POWER NON-GENERATION OPERATIONS 91,856 94,710
14 PS TRANSMISSION ACQUISITION AND ANCILLARY SERVICES 167,640 168,319
15 F&W/USF&W/PLANNING COUNCIL 295,538 302,769
16 BPA INTERNAL SUPPORT 73,603 76,034
17 OTHER INCOME, EXPENSES AND ADJUSTMENTS 0 0
18 NON-FEDERAL DEBT SERVICE 514,981 437,912
19 DEPRECIATION 127,665 134,451
20 AMORTIZATION 96,462 94,175
21 TOTAL OPERATING EXPENSES 2,567,963 2,639,847

22 INTEREST EXPENSE
23 INTEREST
24 APPROPRIATED FUNDS 223,187 220,893
25 CAPITALIZATION ADJUSTMENT (45,937) (45,937)
26 BONDS ISSUED TO U.S. TREASURY 68,929 84,766
27 AMORTIZATION OF CAPITALIZED BOND PREMIUMS
28 ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (9,651) (8,823)
29 INTEREST CREDIT (5,206) (4,697)
30 NET INTEREST EXPENSE 231,322 246,202

31 TOTAL EXPENSES 2,799,285 2,886,049

32 NET REVENUES (165,650) (175,038)
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Table 7: Generation Current Revenue Test Statement of Cash Flow 
($000s) 

 
A B

2014 2015
1 CASH PROVIDED BY OPERATING ACTIVITIES

NET REVENUES for Interest Income Calculation (170,856) (179,735)
2 NET REVENUES (165,650) (175,038)
3 NON-CASH ITEMS:
4 DEPRECIATION AND AMORTIZATION 224,126 228,625
5 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 0 0
6 CAPITALIZATION ADJUSTMENT (45,937) (45,937)
7
8 ACCRUAL REVENUES (3,524) (3,524)
9 CASH FLOW ADJUSTMENT (RESERVE)/APPLICATION (8,500) 8,500

10 CASH PROVIDED BY OPERATING ACTIVITIES 515 12,626

11 CASH USED FOR INVESTMENT ACTIVITIES
12 INVESTMENT IN:
13 FEDERAL UTILITY PLANT (INCLUDING AFUDC) (355,318) (381,272)
14 CONSERVATION (75,200) (92,000)
15 FISH & WILDLIFE (60,275) (41,807)
16 CASH USED FOR INVESTMENT ACTIVITIES (490,794) (515,079)

17 CASH FROM (AND USED FOR) FINANCING ACTIVITIES
18 INCREASE IN TREASURY DEBT 391,451 466,321
19 REPAYMENT OF TREASURY DEBT (29,950) (117,700)
20 INCREASE IN FEDERAL CONSTRUCTION APPROPRIATIONS 99,343 48,758
21 REPAYMENT OF FEDERAL CONSTRUCTION APPROPRIATIONS (92,288) (9,475)
22 PAYMENT OF IRRIGATION ASSISTANCE (52,427) (51,989)
23 CASH USED FOR FINANCING ACTIVITIES 316,129 335,916

24 ANNUAL INCREASE (DECREASE) IN CASH (174,150) (166,538)  
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Table 8: Generation Revenue from Current Rates – Results Through the Repayment Period 
($000s) 
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Table 8, cont. 
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Table 9: Generation Revised Revenue Test Income Statement 
($000s) 

 
A B

2014 2015
1 REVENUES FROM PROPOSED RATES 2,802,734 2,867,211

2 OPERATING EXPENSES
3 POWER SYSTEM GENERATION RESOURCES
4 OPERATING GENERATION 705,205 757,205
5 OPERATING GENERATION SETTLEMENTS 21,404 21,905
6 NON-OPERATING GENERATION 2,206 2,228
7 CONTRACTED POWER PURCHASES 75,149 56,964
8 AUGMENTATION POWER PURCHASES 27,611 123,273
9 EXCHANGES & SETTLEMENTS 276,582 276,575

10 RENEWABLE GENERATION 39,799 40,147
11 GENERATION CONSERVATION 48,408 49,320
12 CONSERVATION RATE CREDIT
13 POWER NON-GENERATION OPERATIONS 91,856 94,710
14 PS TRANSMISSION ACQUISITION AND ANCILLARY SERVICES 167,640 168,319
15 F&W/USF&W/PLANNING COUNCIL 295,538 302,769
16 BPA INTERNAL SUPPORT 73,603 76,034
17 OTHER INCOME, EXPENSES AND ADJUSTMENTS 0 0
18 NON-FEDERAL DEBT SERVICE 514,981 437,912
19 DEPRECIATION 127,665 134,451
20 AMORTIZATION 96,462 94,175
21 TOTAL OPERATING EXPENSES 2,564,107 2,635,984

22 INTEREST EXPENSE
23 INTEREST
24 APPROPRIATED FUNDS 223,187 220,893
25 CAPITALIZATION ADJUSTMENT (45,937) (45,937)
26 BONDS ISSUED TO U.S. TREASURY 68,929 84,766
27 AMORTIZATION OF CAPITALIZED BOND PREMIUMS
28 ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (9,651) (8,823)
29 INTEREST CREDIT (6,521) (11,333)
30 NET INTEREST EXPENSE 230,007 239,566

31 TOTAL EXPENSES 2,794,114 2,875,550

32 NET REVENUES 8,620 (8,339)  
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Table 10: Generation Revised Revenue Test Statement of Cash Flow 
($000s) 

 

 
A B

2014 2015
1 CASH PROVIDED BY OPERATING ACTIVITIES
2 NET REVENUES 8,620 (8,339)
3 NON-CASH ITEMS:
4 DEPRECIATION AND AMORTIZATION 224,126 228,625
5 AMORTIZATION OF CAPITALIZED BOND PREMIUMS 0 0
6 CAPITALIZATION ADJUSTMENT (45,937) (45,937)
7
8 ACCRUAL REVENUES (3,524) (3,524)
9 CASH FLOW ADJUSTMENT (RESERVE)/APPLICATION (8,500) 8,500

10 CASH PROVIDED BY OPERATING ACTIVITIES 174,785 179,325

11 CASH USED FOR INVESTMENT ACTIVITIES
12 INVESTMENT IN:
13 FEDERAL UTILITY PLANT (INCLUDING AFUDC) (355,318) (381,272)
14 CONSERVATION (75,200) (92,000)
15 FISH & WILDLIFE (60,275) (41,807)
16 CASH USED FOR INVESTMENT ACTIVITIES (490,794) (515,079)

17 CASH FROM (AND USED FOR) FINANCING ACTIVITIES
18 INCREASE IN TREASURY DEBT 391,451 466,321
19 REPAYMENT OF TREASURY DEBT (29,950) (117,700)
20 INCREASE IN FEDERAL CONSTRUCTION APPROPRIATIONS 99,343 48,758
21 REPAYMENT OF FEDERAL CONSTRUCTION APPROPRIATIONS (92,288) (9,475)
22 PAYMENT OF IRRIGATION ASSISTANCE (52,427) (51,989)
23 CASH USED FOR FINANCING ACTIVITIES 316,129 335,916

24 ANNUAL INCREASE (DECREASE) IN CASH 120 161
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Table 11: Generation Revenue from Proposed Rates – Results Through the Repayment Period 
($000s) 
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Table 11, cont. 
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Table 12: Amortization of Generation Investments Over Repayment Period 
($000s)
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