NNNNNNNNNN

lllllllllllllllllll

Power Net Revenue
| mprovement Sounding Board

June 16, 2004

BPA Power BusinessLine Sounding Board M eeting



BPO?\I’ lw lINDI‘IEIN}‘; Il ALT II(.) NE
PBL FY 2004 - 2005 Aug 28th Workshop vs. June 2004 Update
($ in millions)
$100M
Discusson | Avg % of Augus 28th Base June 2004 Update Junevs. Base Progress

Date Categories Expense Reduction/Revenue Enhancerment Categories FY 2004 FY 2005 FY 2004 FY 2005 FY 2004 | FY 2005 FY 2004-05
14 6152004 11%  |Interna Operations Expenses Charged to Power Rates $ 1065| $ 1085] $ 1000| $ 10481 $ 69[$ (@B $ 10.2
2 6152004 % Generation Consarvation Expense $ 289 $ 20]$ 03| $ 3171$ 14($ 28 $ (4.1
24 6/15/2004) Generation Consarvation Revenue $ 93)|$ 3| % (108 $ @ols  aels el s 43
d w2200 25% | Columbia Generating Station O&M $  2169[3 x17|$  227[s  2432]$ 58[$ @5 [$ 2.7
4 6/152004] % Bureau of Reclametion O&M $ 613| $ 633]$ 603| $ 633]$ (LO) $ - $ 10
5 6152004 Corps of Engineers O&M $ 1405|$ 1445|s 1385|$ 1445[|s (20[s - $ 20
f 6152004 |, [Renewabie Generation Expense* $ 28[$ 87]$ 209]$ B5[s  (9[s 2] [3 28.1
69  6/15/2004) Renewabl e Generation Revenue $ 201)| $ B 179)| $ a79ls  23[s 144] [s (166
71 152000 1%  |Trojan Decommissoning $ 22]$ 84]s 14]$ 84]s (08 - $ 10.8
g 6152004  15% [BPAFish& Wildife*** $  1390[$ 1300]$ 1539]s  1313[s 1493 @8] [s (7.1)
o 6152004  24% |NetInterest Expense $ 2178]$ 2361|$ 1729(s 2051$ (#48[s 00| [$ 74.8
100 6152004 0%  |RevenueEnhancements $ - | $ - |$ - | $ - |$ - |$ - $ -
11 Total $ 106.0

Cther Expense Categories (excluding augmentation p.p, other

12 power purchases, Transmission, and ENW debt sarvice)* $ 4787|$  4859|$  479|s  401|$  (©08|$ 32| |$ (29

* August 28th Base Other Expense Categories Indudes: Canadian entitlement ($2 M), Hedging/Mitigation ($3 M), Residentia Exchange cogts ($144 M), Other generating projects ($32 M), Civil Service
Retirement ($14 M), WNP 1&3 O&M ($0 M), Conservation and Renewable Discount ($37 M), Flanning Coundil ($9 M), USF&W Lower Snake Hatcheries ($17 M), Calville Generation Settlement ($17
M), Non-Federd Debt Service (nat induding ENW) ($27 M), Depreciation ($107 M), Amortization ($74 M), and Non Project Expense Adjustments ($0 M). [ Nurrbers are average of FY04-05 August 28th

Base]

** The change in renewable cost will impact the LB CRAC cd culation, but the magnitude of thisimpact isuncertain.
***|ncludes High Priority/Action Plan projects of $.9 M for FY04 inthe 2nd Qtr Review estimate. The actua F&W budget is $153 M (not induding High Priority/Action Plan projects) for FY04 and $131
M for FY05-06, averaging $139 M over therate period.
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W PBL FY 2004 - 2005 Net Interest Expense

= No update to the net interest expense forecast since the last Sounding
Board report. We will update the forecast when the Repayment Study is
run for the 3@ Quarter Review.

» |tems that may cause increases/decreases to net interest expense:

FY 04 -- Foresee only small changes from previous Sounding Board
estimates to the 39 Quarter Review, due to:

» Actual federal borrowings and rates compared to the last forecast.
» Actual AFUDC through June’03.
» Actual interest income through June’ 03.
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W PBL FY 2004 - 2005 Net Interest Expense

FY05 -- Several items may cause the FY 05 forecast of net interest expense to change
at 3"4 Quarter compared to prior Sounding Board discussions:

» In FY 04, federal bonds were issued at rates approximately 300 bps lower than
forecasted. Also, the repayment study used at 2" Quarter assumed $80m morein
federal issuances than the end of year forecast. These two factors will decrease FY 05
net interest expense by approximately $9 to $12 million from previous Sounding
Board estimates.

» Debt optimization actions will result in additional federal amortization of high
interest rate federal debt at FY 04 year end. Thiswill decrease net interest expense by
approximately $4 to 6 million.*

» The forecast of FY 04 Columbia River Fish Mitigation (CRFM) projected plant into
service has increased from previous estimates, from $20.7 million to approximately
$75 million. Thiswill increase FY 05 net interest expense by approximately $1.5 to
$3 million.

* The annual interest expense on the federal debt to be paid down is approximately $4 to $6 million; Annual
interest expense on the extended 3¢ party debt will be approximately $3 to $5 million.
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7 BPA’s Fish and Wildlife Program Expense

 BPA'’s Fish and Wildlife Program expenses are forecast to
average $139 million annually for FY 2004-2006.

 The 2002 Power Rate Proposal assumed spending of $139
million each year for the rate period, and Budgeting Rules
developed with the NWPCC (Council) call for managing the
program to an annual average of $139 million for FYs 2003-2006,
no more than $556 million for the four-year period, and within
plus- or minus- 10% of $139 million in each year ($125 million to
$153 million)

BPA Power BusinessLine Sounding Board M eeting Page 7 of 43



BONNEVILLE

lllllllllllllllllll

7 BPA’s Fish and Wildlife Program Expense

o The FY 2004 budget is now $153 million. The budget increase for FY
2004 is offset by a planning budget of $131.25 million for FYs 2005
and 2006, resulting in no impact to rates.

e The commitment is to average $139 million for FYs 2003-2006. If
actual expenditures for FY 2004 are lower than $153 million,
spending in FY 2005 and/or 2006 may be higher than $131.25
million.

* The Biological Opinion Remand and Sub-basin plans could result in
costs in FY 2005 and/or 2006 that have not been identified at this
time. This could require some prioritization or adjustments to pace of
Implementation of current projects.

e Cost of summer spill testing of $7.1 million that were included in the
2"d Quarter Review are unchanged (not included in the F&W budget).
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BPA’s Fish and Wildlife Program Expense

FYU3-FYUb FYU4-FYUb
. . R Average Average
Project: F|s_h & Wildlife Above Above
($in millions) FY01-03 FYO03-FY06 FYO04-FY06 (or Below) (or Below)
FYO1 FY02 FY03 FYO04 FY05 Average Average Average FYO1l FYO01

August 28, 2003 Rate Case Forecast

Integrated Program $ 1011 $ 1371 $ 1384 $ 139.0 $ 139.0 $ 139.0 $ 1255 $ 1389 $ 139.0 $ 378 $ 379
Growth Rate 35.6% 0.9% 0.4% 0.0% 0.0%

High Priority/Action Plan $ 29 $ 71 $ 73  $ - 8 - $ -%$ 58 % 18 $ -$ (11 %$ (29
Growth Rate 144.8% 2.8% -100.0%

Current 2004 Update

Integrated Program $ 1011 $ 1371 $ 1406 $ 153.0 $ 131.3 $ 1313 $ 1263 $ 1390 $ 1385 $ 379 $ 374
Growth Rate 35.6% 2.6% 8.8% -14.2% 0.0%

High Priority/Action Plan $ 29 $ 71 % 65 $ 09 3% - 8 -$ 55 % 19 $ 03%$ (11) % (26)
Growth Rate 144.8% -8.5% -86.2%

Current 2004 Update Above (or Below)

August 28, 2003 Rate Case Forecast $ - 3 - $ 14 $ 149 $ (78) $ (78 $ 05 $ 02 $ (02 $ 02 % (0.2

Drivers of Change
FY03: Actual v. Aug. 28, 2003 Forecast
Biological Opinions in FY 2000 and continued implementation of NWPA program resulted in an increase in the program expense budget from $100 million per year
Drivers of Change
FY01-03 v. FY04-06: Actual v. Current 2004 Update

Drivers of Change
FY04-06: Aug. 28, 2003 Forecast v. Current 2004 Update
A few High Priority and Action Plan projects did not conclude in FY 2003, and are continuing into FY 2004.
Forecast Risk
BiOp remand
Sub-Basin Planning
Opportunities for Improvement
Project Management Improvement effort, Implementation of Budgeting Rules, Sound Financial Management
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W Revenue Enhancements

= Alteration of Summer BiOp Spill Operation
» Decision process ongoing
= Alteration of 1% Peak Efficiency Restrictions

» Small number of units allowed to operate outside of 1% limit in April-May,
however, due to low flows in April, there was additional generation only
in May

= Additional FCRPS operational flexibility

» There has been very little operational flexibility so far this Spring

= Non-treaty Storage Renegotiation

» Current non-treaty storage agreement with Canada expires this Spring,
however, BPA continues to negotiate a new agreement. Not advanced
enough to count.

= General System Operations

» BPA continues to seek opportunities to use operational flexibility to
enhance the value of the FCRPS.

= Ancillary and Reserve Services

» Status still the same. Continuing campaign to try to offset a fraction of
the Ancillary Service revenue shortfall. These revenues will be realized
sometime after FY 2005.
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W Revenue Enhancements

e C(California and Renewable Energy

» BPA is actively exploring opportunities to increase sales of green
tags to other states in the WECC, including California.

» 2003 Tag sales into the CA market only amounted to about $140K.
We have only booked $67K so far in 2004.

» Sales have been primarily to municipal utilities and were
predominantly small hydro attributes, which qualify as renewable
resources in CA. Cost was the primary purchase criterion.

» California Energy Commission ruling on attributes: Attributes
cannot count towards the RPS unless they are bundled with
energy and a source to sink delivery path can be demonstrated.

» BPA is actively exploring options to increase our share of the
California market.

Bottom Line: Ongoing efforts, but no revenue enhancements appear
certain enough to “count” for FY 04-05. Future opportunities are
yet to be determined.

BPA Power BusinessLine Sounding Board M eeting Page 12 of 43



BONNEVILLE F)OWer Net Re\/enue |mprovement
\/é Sounding Board

Conservation Initiatives

June 16, 2004

BPA Power BusinessLine Sounding Board M eeting



(in millions of $)

? Components of the “ Conservation I nitiatives’ Budget

Components of the" Conservation Initiatives' Budget
(in millions of $)

A B C D E F G H I
August 03
--SNCRAC--
SOY Actuals Actuals 1st Qtr Update* Update*
FY 02 EY 02 FEYO03 FEYO04 EYO4 FY 05 FY 04 FY 05 FY 06
1 EE Development
(Reimbursable Program) 14.2 10.1 9.1 10.8 10.8 12.0 9.2 9.3 9.3
2 Market Transformation
(NEEA Support) 12.2 7.8 9.3 10.0 10.0 9.9 10.0 10.0 10.0
3 Low Income Weatherization
(includes Tribal LIWX) 3.6 3.2 3.9 4.2 4.0 4.0 4.0 4.0 4.0
4 Legacy (Contract Closeouts) 4.5 54 3.6 4.0 4.5 4.5 3.9 4.0 4.0
5 Energy Web - - 0.1 0.5 0.5 0.5 1.0 1.0 1.0
6 Tech. Leadership (with
I/E/O) (formerly SEI) 3.7 1.7 4.3 0.8 0.5 0.8 0.8 0.7 0.7
7 Totals 38.2 28.2 30.3 30.3 30.3 317 28.9 29.0 29.0
8 Reimbursable Revenue
Offset Program (14.2) (10.2) (9.1) (10.8) (10.8) (12.0) (9.2 (9.3) (9.3)

*Updated 6/8/04
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"""""""""""""""" Explanation of Changes in “Conservation
\/?; Initiatives” Budget

FY 04 Changes (comparing column E to column D)

 |nvoices from the states on their low income expenditures are expected to
decline dlightly this year ($0.2 million). However, they will be spending
higher amounts over the rest of the rate period to make sure they use their
allocated budgets.

* Invoices from customers with Legacy contracts are coming in a a higher rate
than anticipated. BPA is obligated to pay these expenditures up to the amount
specified in the agreements for measures previoudy installed.

» Technology L eadership spending reductions ($0.3 million) are a reflection of
tighter cost management and additional leveraging of BPA funds with other
program participants.
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Explanation of Changes in “Conservation
\/?; Initiatives” Budget

FY 05 Changes (comparing column H to column F)

» The Reimbursable Program budget has increased (by $2.7 million), but the
revenues will offset this addition.

e The new NEEA support agreement resulted in a dight reduction ($0.1 million)
in the Market Transformation budget. Note: this # reflects afive year average
and that the actual expenditures will be more “lumpy”.

 |tisanticipated that Legacy invoices will reflect the FY 04 spending levels.
Thisresultsin a $0.5 million increase.

» Cost management and leveraging our funds allow for a $0.5 million decreasein
planned expenditures for Energy Web.
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FOWER ADMINISTRATION

\/ Renewable Program Cost Reductions - Update

FY03-FY06 FYO04-FY06

Project: "Renewable Projects" Renewable Average  Average
Generation Above Above
($ in millions) FY01-03 FY03-FY06 FY04-FY06 (or Below) (or Below)
FYO01 FY02 FY03 FY04 FY05 FY06 Average Average Average FYO01 FYO01
August 2002 Forecast $ 79 $ 168 $ 426 $ 1111 $ 1376 $ 1394 $ 224 $ 1077 $ 1294 $ 998 $ 1215
Growth Rate 113.3% 153.6% 160.8%  23.9% 1.3%
August 28, 2003 Rate Case Forecast $ 79 $ 217 $ 203 $ 238 $ 487 $ 581 $166 $ 377 $ 435 $ 298 $ 356
Growth Rate 175.5% -6.5% 17.4% 104.2% 19.4%
June 2004 Update $ 79 % 217 $ 178 $ 209 $ 235 $ 319 $158 $ 235 $ 254 $ 156 $ 175
Growth Rate 175.5% -17.7% 16.9% 12.5%  35.9%
June 2004 Update Above (or Below) August
28, 2003 Rate Case Forecast $ - 3 - % (24) $ (3.0) $(252) $(26.2) $ (08) $ (14.2) $ (181) $ (142) $ (18.1)

Drivers of Change

FY03: Actual v. Aug. 28, 2003 Forecast
1) August 2002 Forecast contains costs associated with 1000 MW RFP. These costs were not included in August 28 Rate Case Forecast.
2) Maiden Termination payment ($250K) pushed out until FY 2004 because permits triggering payment have not been issued.
3) "Mission critical" guidance resulted in little travel or training. Unobligated support costs eliminated.
4) Timing of invoices and variation in project generation also resulted in FY03 under-runs.
5) $80 K budgeted for BEF support not spent in FY03.

Drivers of Change

FY01-03 v. FY04-06: Actual v. June 2004 Update

1) Wind projects didn't generate as much energy as assumed in budget forecasts.

Drivers of Change

FY04-06: Aug. 28, 2003 Forecast v. June 2004 Update

2) Maiden Termination payment moved to FYO5 because project has not received permits which trigger payment.

1) Major Change due to 50 MW Fourmile Hill Geothermal project. Previously included in FY 05 budget, it has been moved to the next rate period.

Forecast Risk

1) 25 aMW "anchor tenant" wind in Fy 2006 acquition budget may or may not be needed for loads or facilitation role.

Opportunities for Improvement

BPA Power BusinessLine Sounding Board M eeting
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W Two Updates

@® Fourmile Hill costs have moved out into the next rate period.

BPA believes it has a right to terminate the Calpine Fourmile Hill
Geothermal contract because Calpine has failed to prove the
resource. BPA is currently working through a dispute process with
Calpine.

® Maiden Wind Project Termination payment ($250K) has been
pushed out to FY 2005.

This payment was originally budgeted for FY 2003, moved to FY
2004, and now postponed until FY 2005. Under the predevelopment
contract, payment cannot be made until the project receives all of
its permits. The contract may sunset before all permits have been
acquired.

@® Since previous Sounding Board discussions on this topic, net cost of
renewables has been reduced (mainly due to the Fourmile Hill
deferral) by $10.8 million.
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7 Internal Operations (Expense) Charged to PBL

 Internal Operations costs charged to PBL consist of the direct costs
of managing and operating the Power Business Line; the Power
share of Corporate G&A, Shared Services; and TBL Supply Chain
services.

« The SNCRAC rate case assumed spending $215 million over the
two-year period 2004-2005. By the 2"d Quarter Review we had
reduced costs in 2004 by $3.2 million.

« With continued cost cutting, our current spending plan over the two-
year period is $204.8 million, or $10.2 million below the SNCRAC
rate case.
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7 Internal Operations (Expense)

Major areas of PBL cost cutting relative to Auqust 2003 forecast:

*40% reduction in materials and equipment
«20% reduction in travel

«22% reduction in service contracts

«33% reduction in agreements and grants
*11% reduction in training

*3% reduction in staffing costs

One area of cost increase:

*33% increase in between business line costs (TBL services other than
transmission in support of Generation Supply - $419K)

PBL Staffing — In FY 2002, actual PBL FTE was 460. Current FY 2004
forecast of 429 FTE is 7 percent lower.
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Internal Operations (Expense)

Project: "Internal Operations" FY03-FY06 FY04-FY06

Power Non-Generation Operations Plus Axsgigee Axsg%gee

Corporate Support Services FY01-03 FYO3-FY06 FY04-FYO6 (or Below) (or Below)

($ in millions) FY02 FY03 FY04 FY05 FYO6  Average Average Average FYo1 FYO1

August 28, 2003 Rate Case Forecast $ 107.7 $ 1240 $ 1062 $ 1065 $ 1085 $ 1095 $ 1126 $ 107.7 $ 1082 $ (000 $ 0.5
Growth Rate 15.1% -14.3% 0.3% 1.8% 1.0%

June 2004 Forecast $ 1077 $ 1240 $ 974 $ 100.0 $ 1048 $ 1095 $ 109.7 $ 1029 $ 1048 $ 4.7 % (2.9
Growth Rate 15.1% -21.4% 2.7% 4.8% 4.5%

June 2004 Forecast Above (or Below)
August 28, 2003 Rate Case Forecast $ - $ - $ 88 $ 65 $ 37 $ (0O $ 29 $ @47 $ B4 $ AN 3% v

Drivers of Change

FY03: Actuals v. Aug. 28, 2003 Forecast
1) Employees managed well under budget & planned forecast due to "mission-critical" guidance.

Drivers of Change

FY01-03 v. FY04-06: Actuals v. June 2004 Forecast
1) "Mission critical" guidance resulted in very little travel & training in FY03, increased levels slightly over FY04-06.
2) Hiring or filling behind FTE was postponed after FY03.
3) 4% COLA applied while FTE levels decline.

Drivers of Change

FY04-06: Aug. 28, 2003 Forecast v. June 2004 Forecast
1) Forthe PBL, Tier 2s rigorously reduced budget projections throughout the spring of 2004 resulting in further expense reductions.
2) Corporate is managing to levels in August 28, 2003 rate case forecast (adjusted for CRO office moves)

Forecast Risk

1) Need for new systems (financial, Trading Floor deal capture, scheduling, risk management)
2) Increased staff devoted to transparency (increased financial reporting and analysis)

3) Increased security

4) Building maintenance or retrofit upgrades due to age

5) Costs for Benchmarking effort (KEMA) and potential reorganization

6) Impact of Grid West and scheduling demands on PBL

7) Failure in any core system: Scheduling, Billing, Trading Floor etc.

Opportunities for Improvement

1) Efficiencies related to benchmarking results coming from the KEMA study post 2004
2) Efficiencies in financial & risk management systems
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W System Summary

» The Federal Columbia River Power System (FCRPS) consists of 31
hydroelectric plants with 209 turbine-generating units.

= System generating capacity of 22,059 MW with an average generation
of 78 TWh [or 8,900 aMW].

= Average annual revenue of $2.5 billion.
= The plants have as few as 1 unit and as many as 33 units (GCL).
= The individual generating units ranging in size from 1 MW to 805 MW.

= The oldest units were put into service in 1912; the youngest unit in
1999.

= The average cost of Corps/Reclamation O&M Program is $204 million
(2003-2006); equivalent cost of 2.62 mills.

=  Approximately 1,500 employees working on:
- Hydropower (power-specific and joint).
- Fish & Wildlife O&M (joint).
- Cultural Resources (joint).
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7 Three Agencies Working Together

Our Vision: ]

“Maximize the value of the river for
the people of the Pacific Northwest.”

Our Premise: ]

“There Is more potential for increasing value,
If we operate with a common set of objectives,
strategies and greater trust/collaboration.”
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FCRPS Hydro Strategy Map

Stakeholder
Perspective

Internal
Perspective

People and
Culture
Perspective

_—» < Maximize Value to the Region -

Power Reliability Low Cost Power Trusted Stewardship

Optimize the the multiple
benefits of the river for the

Provide a reliable power
supply Provide a cost-effective
power supply

Support a reliable region
transmission system
e e o e o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e
T T T T
Supply Asset Condition Operations Partnership

Be prepared to take
advantage of new
demand
opportunities

Secure cost
effective efficiency
improvements
ecure cost
effective capacity
improvemen

Operate as an
integrated regional
partnership

, Use the right amount
Use maintenance of water at the right

best practices places to meet
multiple purposes
Manage asset
condition to reduce

risk.

The Integrated Asset
Management
process is
effectively used

Operate each
plant’s generation
efficiently

Safety Capable Workforce Culture

The right people in the
right jobs, with the right
skills, at the right time, in
the right numbers

. An environment of
Work is performed safely performance and results
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FY 2004 FCRPS Performance Indicators
Year-to-Date Thru April 2004

Status Rating Thresholds
YD Indicator Measure
( ) Stretch Expected Minimum
= 97.8% HLH Availability Actual HLH MW available divided by HLH MW planned 97% 94%
g
3
B
& 96.6% Thursday Call Percentage of weekly calls attended 100% 95% 90%
. Actual O&M expenses divided by planned O&M expenses for
99.3% Base O&M Expenditure Rate P yp P 96% 100%
the latest Annual Power Budget
g Actual obligations divided b lanned obligations for the
2 Base O&M Obligation Rate g yp g 97% 100%
g latest Annual Power Budget
=
97.6% Large Capital Expenditure Rate Actual expenditures divided by planned expenditures 85% 80%
Percent of required, Critical Preventative and/or Predictive Developed and Developed and Developed and
- 5 36% Maintenance Program Maintenance (PM) plans, that have been established, being tracked being tracked being tracked
% % including estimated person-hours, by October 2003 by January 2004 by April 2004
< €
g End of Year : . Percent of mission essential preventative maintenance work
O Maintenance - Reclamation P 95% 90% 85%
Report orders completed
2 . _ . _
% Lost Time Accident Rate Number of lost time accidents per 200,000 person-hours 1.7 2.0
1]
. Number of units in compliance with WECC operatin
5 . PSS/AVR Com pliance p p 9 ) N/A N/A
3 5 standards
1%}
2 g
E = Under Procedures in place and information and records are
E @ Dev elopment WECC Requirements available at each plant for the WECC planning standards N/A N/A
= applicable to generators
The four Project Definition tasks outlined, completed by September M@ iham ene Al least one aileatione
-_g' Cultural Resources Stew ardship (=R e VRGOS indicator developed | indicator developed
] Baseline data collected for the 14 reservoirs by September and being tracked and being tracked and being tracked
g Under Number of functioni f indicators developed fom from from
) Dev elopment Fish and Wildlife ug’lbe‘r o tuni |c()jng‘|gf per:m": 22&? Indicators develope CEG T Ieelnlplii=Is8 each subcommittee one subcommittee
@ P an eing tracke etore Apri by April 2004 by April 2004 by April 2004
Contact Performance Committee - Clune, Kent, Krahenbuhl June 2004
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FCRPS Hydro Plants
O&M Expenditures - FY04

BONNEVILLE
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FCRPS Hydropower Program

O&M Workgroup - Alder, Oldham, Kent

Contact
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FCRPS Hydropower Program

O&M Workgroup - Alder, Oldham, Kent
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O&M Cost Benchmarks

* Includes Corps and Reclamation costs for hydropower, recreation and joint-use purposes,
and BPA costs for coordination, planning, scheduling, dispatch, and fish & wildlife.

FCRPS Hydropower Program

2.5
O&M (FY99-00): 3.79-mills
FCRPS ( ) )
Benchmark: 4.05-mills
2.0 A
15
c
2
=
3
1.0
0.5
0.0 -
W aterways Buildings Public
o i Plant & S ¢ & Affairs
perations Maint. Dams uppor Grounds &
Maint. Maint. Regulatory
FCRPS Cost * 0.48 0.48 0.15 0.58 0.04 2.05
Benchmark 0.47 0.58 0.19 0.75 0.18 1.88
% of Benchmark 102% 83% 82% 78% 24% 109%
FCRPS Cost ($000) * 37,187 37,628 11,883 45,461 3,449 159,353
% of Total O&M Cost 13% 13% 4% 15% 1% 54%
FCRPS Costs Direct-Funded by BPA 50% 99% 98% 100% 97% 20%

BPA Power BusinessLine
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7 Summary of O&M Benchmarking Results

= Combined BPA/Reclamation/Corps cost benchmarks:
- Operations costs are 102 percent of expected cost benchmark.

- Public Affairs and Regulatory costs are 109 percent of expected
benchmark (BPA Fish Program expenses (as well as
Reclamation/Corps Fish and wildlife O&M) are included here).

» Reclamation/Corps generating plant cost benchmarks:
- Maintenance costs are 83 percent of expected benchmark.

- Waterways and Dams Maintenance costs are 82 percent of expected
benchmark.

- Support costs are 78 percent of expected benchmark.

- Building and Grounds Maintenance costs are 24 percent of expected
benchmark.

= Reclamation/Corps O&M cost = 2.12 mills and BPA cost = 1.67 mills, for
total O&M benchmarked costs of 3.79 mills.

= Eighty-five percent (85%) of system is hydro-based at cost of

$204 million/year. Fifteen percent (15%) of the system is nuclear and
has a cost of $220 million plus per year for the 2003-2006 rate period.
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? Corps of Engineers O&M

FY03-FY06 FY04-FY06

Project: Operating Generation - Corps of Average  Average
Engi neers Above Above
($in millions) FY01-03 FY03-FY06 FY04-FY06 (or Below) (or Below)
FYo3 FYo4 FY05 FY06 Average Average Average Fyo1 Fyo1
August 2003 Forecast $ 1150 $ 1318 $ 1452 $ 1462 $ 1483 $ 1509 $ 1307 $ 1476 $ 1484 $ 326 $ 334
Gromh Rate 145% 10.2% 0.7% 1.4% 1.8%
August 28, 2003 Rate Case Forecast $ 1150 $ 1318 $ 1349 $ 1405 $ 1445 $ 1487 $ 1272 $ 1422 $1446 $ 271 $ 295
Growth Rate 14.5% 24% 4.2% 2.8% 2.9%
June 2004 Forecast $ 1150 $ 1318 $ 1294 $ 1385 $ 1445 $ 1487 $ 1254 $ 1403 $1439 $ 252 $ 289
Growth Rate 145% -1.8% 7.0% 4.3% 2.9%
June 2004 Forecast Above (or Below)
August 28, 2003 Rate Case Forecast $ - $ -$ 56H$S 20 $ - $ -3 (1% 19% ONS (193 (O
Drivers of Change

FYO3: Actuals v. Aug. 28, 2003 Forecast
Established O&M budget performance target
Drivers of Change
FY01-03 v. FY04-06: Actuals v. June Forecast
Drivers of Change
FY04-06: Aug. 28, 2003 Forecast v. June Forecast
Forecast Risk
1) security costs
2) non-routine extraordinary maintenance items
3) efficiency improvements costs (PPEI)
4) appropriations
5) plant performance
Opportunities for Improvement
Efficiencies through strategic planning initiative, best practices and benchmarking
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BONNEVILLE
TRATION

COE FY2005 Base Expense Program

($137.2 Million)

BPA Hydropower Coord

McNary

Lower Monumental

Lower Granite

Little Goose

Ice Harbor

Dworshak

100

The Dalles

Lost Creek

Dexter

Lookout Point

John Day

DHHI—IHD

Hills Creek

Project

Foster

Green Peter

Big Cliff

Detroit

Cougar

Bonneville 2

Bonneville 1

Libby

Chief Joseph

Albeni Falls

$18,000

$16,000 -

$14,000

$12,000 -
$10,000
$8,000

(Suo||IIN ) 1BBpng

$4,000

$2,000 -
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W Corps O&M Costs Explanation

= 2002 (14.5 percent over 2001 actuals):
- $6 million plus - extraordinary maintenance.
- $6.7 million - labor/overtime adjustment.
- $5.5 million - Fish O&M.

= 2003 (-1.8 percent under 2002 actuals):

- $2.5 million extraordinary maintenance (vs. $4 million forecast or
-$1.5 million under).

- $4 million appropriations for security (vs. $5 million forecast or $1
million under).

- Budgetary performance target saved an additional $2.8 million.
= 2004 year-to-date:
- Forecast $4.2 million in extraordinary maintenance.
- Expect security costs to be about $2 million under forecast.
- Resource Issues/Risks:
» Power Reviews of maintenance practices.
e QOil spill containment assessment.
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Bureau of Reclamation O&M

Project: Operating Generation - Bureau of
Reclamation

($in millions)
FYO2  FYO3  FYO4  FYO5

FY06

FYO3-FY06 FYO4-FY06
Average
Above

Average
Above

FY01-03 FY03-FYO6 FY04-FY06 (or Below) (or Below)

Average

Average

Average

FYO1 FYO1

August 2003 Forecast

Growth Rate 34% 21.0% 2.9%

$532 $514 $ 622 $ 640 $659
2.9%

$ 67.6

2.6%

$ 556 $ 649 $

117 $ 1289

August 28, 2003 Rate Case Forecast

Growth Rate -3.4% 6.3% 12.3%

$532 $514 $ 546 $613 $633
3.3%

$650 $ 531 $ 611 $

2.7%

78 $ 100

June 2004 Forecast

Growth Rate -3.4% 5.2% 11.6%

$532 $514 $ 540 $603 $633
5.0%

$650 $ 529 $ 607 $

2.7%

75 $ 9.7

June 2004 Forecast Above (or Below)

August 28, 2003 Rate Case Forecast $ - $ -3% 0693% (10 %

$

-$ (02 $

04 $

04) $ (0.3)

Drivers of Change

FY03: Actuals v. Aug. 28, 2003 Forecast
Established O&M budget performance target

Drivers of Change

FY01-03 v. FY04-06: Actuals v. June 2004 Forecast

Drivers of Change

FY04-06: Aug. 28, 2003 Forecast v. June 2004 Forecast

Forecast Risk

1) Security costs

2) non-routine extraordinary maintenance items
3) efficiency improvements costs (PPEI)

4) appropriations

5) plant performance

Opportunities for Improvement

Efficiencies through strategic planning initiative, best practices and benchmarking

BPA Power BusinessLine Sounding Board M eeting
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? Reclamation FY2005 Base Expense Program

($ 63.3 Million)
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W Reclamation Costs Explanation

= 2002 (-3.4 percent under 2001 actuals):

- Nonreimbursable security costs (people working on security, but
costs not coming to BPA).

= 2003 (5.1 percent over 2002 actuals):

- $1.1 million imputed irrigation expenses (to offset wheeling
expenses; need revenue offset; headwater benefits).

- $1.35 million manual reconciliation workman's compensation.

- $0.67 million in year end appropriations (typically $0.25 million or
less).

= 2004 year-to-date:
- Change in small capital to expense $2 million.
- Increase in indirect overheads $0.6 million.
- Resource Issues/Risks:
e Extraordinary maintenance in out years.
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W FY 2005 O&M Budgets

= Corps:
- No change in forecast: $144.5 million.

- Trying to manage extraordinary maintenance costs within base
O&M budgets without impacting reliability (forecast $5 million
plus in FY 2005).

- May need resources pending oil spill assessment review and
maintenance program review.

= Reclamation:
- No change in forecast: $63.3 million.

- Trying to absorb security costs associated with guards at Grand
Coulee $4.5 million.

- Change in small capital to expense $2 million.

BPA Power BusinessLine Sounding Board M eeting
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Maintenance Program
FY 2004 FCRPS Performance Indicators

YTD thru April

Established Critical Preventative and/or Predictive Maintenance (PM) plans,including estimated person-hoursto complete.
Yes = Established,No = Not Established, N/A = Not applicable to plant.

Direct Indirect

2 g | & £ . & 5 2 g (8§ |8 2 | B | & |8 g

s 2 ls s | s (2] 2|e |53 5 |8 = 5t 8 gt |3 |< |2 3

2 s | g8 |8 |8 e8| E|l g | % |8 2 19¢l5 | 2 |28|sgl s |5 |5 | & |8 -

S| 8 [C |2 |8 [B3|22|l2 |8 |5 < $s5|g | g |¢5/8sg £ &z |§5 | & ¢

68|l a |5 |8 |38 |88|88|8 |3 |5 & o/ 3 | 8§ &§&|8c & | &8 |5 |5 | & g
compspians| [ o [ 7 [ s [ o [ 5 [ o [ o[ s[5 o575 5] [oo%]

Chief Joseph yes yes yes yes yes yes yes yes n/a yes yes yes yes yes yes yes yes yes yes yes n/a 100%
Libby yes yes yes yes yes yes yes yes n/a yes no yes yes yes yes yes yes yes yes yes n/a 95%
Albeni Falls yes yes yes yes yes yes yes yes n/a yes n/a yes yes yes yes yes yes yes yes yes n/a 100%
Seattle District Plants I 3 I 3 | 3 I 3 | 3 | 3 I 3 | 3 I 0 I 3 | I 1 I 3 | 3 I 3 | 3 | 3 I 3 | 3 I 3 I 3 | 0 | | 98% |
John Day 0%
The Dalles 0%
Bonneville 0%
Detroit 0%
Big C liff 0%
Green Peter 0%
Foster 0%
Lookout Point 0%
Dexter 0%
Cougar 0%
Hills Creek 0%
Lost Creek 0%
Portland District Plants | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 || 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | 0 | |0% |
Dw orshak yes yes yes yes yes yes yes yes n/a yes yes yes yes yes yes yes no yes yes n/a n/a 95%
Low er Granite yes yes yes yes yes no yes yes n/a yes yes yes yes yes yes yes yes yes yes yes yes 95%
Little Goose yes yes yes yes yes yes yes yes n/a yes yes yes yes yes yes yes yes yes yes yes yes 100%
Lower Monum ental yes no no yes yes no yes no n/a yes yes yes yes yes yes yes yes no yes yes yes 76%
Ice Harbor yes no yes yes yes no yes no n/a yes yes yes yes yes yes yes yes yes yes yes yes 86%
McNary yes yes yes yes yes yes yes no n/a yes no yes no no yes yes no yes yes yes yes 76%
WallaWalla District Plants | 6 | 4 | 5 | 6 | 6 | 3 | 6 | 3 | 0 | 6 | | 5 | 6 | 5 | 5 | 6 | 6 | 4 | 5 | 6 | 5 | 5 | |88% |
Contact O&M Sub-Committee - Alder, Oldham May 2004
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7 O&M Program Management Initiatives

= Establish budgetary performance targets to effectively manage costs
to produce minimum O&M budgets to achieve strategic goals.

» Refine understanding of base material condition of hydro system
(deploy hydroamp).

» Refine understanding of O&M resource requirements (power reviews,
oil spill assessment, etc.).

= Continue to benchmark O&M costs against hydro industry.

» [nstitute maintenance best practices through maintenance
conferences, training initiatives, benchmarking peers, power reviews,
etc.

= Ratcheting-up three agency strategic planning (second generation
strategic guidance for FCRPS).

= Deploy Near Real-Time Optimizer (NRTO) and make efficiency
Improvements (PPEI) at generating plants. In FY04 this is an
additional 20aMW in energy.

= Potential cost savings from further remoting plant operations.
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W 200572006 and Next Rate Period

PRESSURES / RISKS / UNCERTAINTIES

= Need to incorporate extraordinary maintenance funding requirements
into base O&M budget.

= Need to assimilate cost increases associated with post 9/11 security
into base O&M budget.

» Refine understanding of maintenance resource requirement through
Power reviews, oil spill assessment reviews and other means to
maintain generation reliability.

=  Willamette BiOp costs (Fish O&M).

= WECC/NERC requirements to sustain transmission system reliability as
a result of East Coast blackout (generation requirements/criteria
affected).

= FERC-related issues.
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