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Customer Questions & Comments

Q = customer question or comment
A = answer

Idaho Falls (July 17)

Ric Brown, Ravalli County Electric

Q -- Are the national reliability standards the same for all voltages? Can | get a copy of
the standards?

A -- VanZandt -- The standards aren't related to voltage levels. If you have a 1000 MW
on a 2-line path and one line goes out, the other can't exceed the emergency level.
NERC, now NERO sets the national standards. Also, WSCC, now WECC, sets western
standards because the long distances of the western system is different than that of the
eastern transmission system. After 1996, reliability standards were increased and we've
seen more vigilant watchdogging.

Don Angell, Wells Rural Electric

Q -- What will this cost rate-wise?

A -- VanZandt -- There'salot of pent up demand for new lines already. We think if we
have 5500 MW of new generation using our system, we would be rate neutral on all G-20
projects. More than that and it may have a downward pressure on rates. We already
have contractsin place for 1100 MW of that 5500 MW needed and about 4000 MW is
under construction.

We also have proposals to limit the risk. For example, the John Day to McNary 500 kV
line isto accommodate new generation. We are looking at third party financing. The
developer could pay for the transmission line in advance and receive transmission credits
for later use.

Don Angell, Wells Rural Electric

Q. Why not wait for an RTO to spread the risk?

A. VanZandt -- Optimistically, we can expect the RTO to begin operationsin early 2006.
If the region decidesit needs an RTO and the region givesit a strong planning function,
then it would take 3 to 5 additional years before a project would be energized. We can't
wait that long. Intheinterest of the region, we need to relieve crippling congestion and
mitigate for potential price spikes, so we need to make some dirt fly now.

Don Angell, Wells Rural Electric



Q. Bonneville customers aren't influenced by deregulation and we don't want any part of
paying for its costs.

A. VanZandt -- Consider that a non-clogged system is less vulnerable to price spikes like
we saw in 2001.

Jo Fikstad, Idaho Falls Power

Q. Arethere any projects that will affect BPA obligationsto GTA customers? Thereis
limited transmission into Idaho, so there is an immediate concern there won't be capacity
to serve load.

A. We need to make these investments or we won't be able to meet our firm obligations.
In addition, Idaho Power is making some investmentsin transmission. Electrons don't
care where the ownership lies. One thing to watch: PacifiCorp is thinking about
reallocating rights on its Midpoint to Summer Lake 500 kV line.

Jo Fikstad, Idaho Falls Power

Q. Why isBonneville doing all this?

A. Johnson -- The western transmission is one huge interconnected system. We'reall in
this together and need to ensure everyone has power.

Don Angell, Wells Rural Electric

Q -- Whileyou sdll off delivery facilities, if the substation near Burley goes away, are
you also going to shift your crew to another location?

A -- Johnson -- If the sub goes away in Burley, we may shift the crew to Idaho Falls. We
know it’s a concern, but we have no plans at thistime to do that.

Jo Fikstad, Idaho Falls Power

Q -- With the PBL and TBL on different rate case timing, when do customers get to ook
at both regarding Shared Services?

A -- Meyer -- PBL isnow in aprocess that is looking at difficult tradeoffs. You'll get to
see their piece of Shared Servicesin that process. We have no plans at all to get together
with PBL to talk about it.

Jo Fikstad, Idaho Falls Power

Q -- When will you have preliminary rates, an initial proposal?

A -- Meyer -- We are having rate case workshops in August and September, maybe in
October. They will come back with a proposal as early as sometime in November or in
early January.

Jo Fikstad, Idaho Falls Power
Q -- Concerning the rate case, will it look at the costs of backup transmission service
from LaGrande?

Jo Fikstad, Idaho Falls Power
Q -- Thereisa$6 million increase in scheduling. Why?
A -- Meyer -- Two things:



B Volume of transactions. There are now handling 2500 schedules per day. That's
more per 24-hour period than any other utility in the nation. We didn't have a handle
on that in 2000 when we set the budget for FY 2002-03.

B Computer systems are driving costs up. If you have these new products -- 10-minute
scheduling, etc. -- then that requires automation.

Don Angell, Wells Rural Electric

Q -- Doesthe TBL have an obligation to the US Treasury?

A -- Yes, it isroughly equivalent to the depreciation line on the table (see presentation
table, page 5).

Don Angell, Wells Rural Electric

Q -- Do you make up adeficit in the following year? Not like the PBL, which makesiit
up today (referring to the Cost/Rate Adjustment Clause)?

A -- Meyer -- We've kept track of TBL and PBL net revenues separately since 1974, so
when we separated in 1996 we had an accounting system in place. In FY 2001 and now
FY 2002, we will have contributed alot of cash to the organization -- as much as $150 to
$200 million. So, has PBL used TBL cash? Yes, because PBL has needed it. The
important thing is keeping track and truing up the numbers. It could be returned to us.
We call that an interfunctional loan and have begun to have a conversation internal to
Bonneville about it. This could affect our revenue requirements in the coming years. It
would be nice not to have arate case that asks for more revenue, but there are all these
underlying complications, so | can't promise that.

Jo Fikstad, Idaho Falls Power

Q -- Do the aternative methods for financing projects go against your borrowing
authority?

A -- Meyer -- That is being debated. We can expect a higher interest rate when not using
our borrowing authority. We did a solicitation, asking people to comein and talk to us
about their ideas for financing these projects without using our borrowing authority.
We're also talking with developers who need new transmission to get their product to
market. That could include asking them to provide sufficient capital for prepayment of
transmission. That already isapolicy of all other transmission providersin the US.
We're looking at this for the John Day to McNary 500 kV line, which is solely to provide
transmission for new generation.

Ric Brown, Ravalli County Electric

Q -- Can you talk about what your maximum rate proposal would be?

A -- Meyer -- That could depend on how much revenue financing we would need. That
could be as much as 10%, but we are two to four months premature to have any idea.
There is actually a decent chance we would have a 12-month extension. Still, the cash
issue is abig one (cash balance). | do know that Steve Wright (BPA Administrator) is
very concerned about the cost of delivered power.

Spokane (July 18



Bob Crump -- Kootenai Electric Coop
Q -- Isthere some reason why you only go out through FY 2006 in this process?
A --

Bob Crump -- Kootenai Electric Coop

Q -- How does the RTO formation enter this picture?

A -- VanZandt -- Thisisabridge strategy. The RTO is hotly debated. If it stayson
track, we can expect it to begin operationsin early FY 2006. Operations are likely to
consumer them for awhile, but if they began planning immediately, it would take 3to 5
years before a significant transmission line would be constructed. That's out to 2011 or
2012. Thetransmission system will not last that long.

Bob Crump -- Kootenai Electric Coop

Q -- When you plan and forecast do you assume an RTO formation at some point?

A -- VanZandt -- Yes, that's anational direction. There are alot of things to work out --
price, how to manage constraints -- but somebody has to manage constraints now. The
infrastructure proposal is what we've been asked.

Bob Crump -- Kootenai Electric Coop

Q -- If the RTO forms in 2006, wouldn't they take over planning?

A -- VanZandt -- Yes, if they are given astrong planning role. That's another thing still
under debate.

Bob Crump -- Kootenai Electric Coop
Q -- So, there is some prospect of duplication?
A -- VanZandt -- If that's the way the RTO isformed.

Bob Crump -- Kootenai Electric Coop

Q -- If acustomer needs aline extension, or if anew generator needs service, how does
BPA cover the costs?

A -- Some of our investment is for load service. We have existing obligations. West of
Hatwaii isone. Other projects are |PPs that have asked for service and are high in our
cue or the project is under construction. If that generator goes out of business, do we pay
the remaining costs of the transmission project that served the generator? We're looking
at long-term contracts and funding in advance to limit our risks.

Michael Henry, Lincoln Electric Cooperative (Montana)

Q -- Where can we find national reliability standards?

A -- VanZandt -- WSCC, now WECC, isthe western areareliability council. There are
10 in the nation, al overseen by NERC, now NERO. They set planning standards and
operating standards.

Andy Law, Avista
Q -- Do you really think there has been gaming in the Northwest?



A -- No, but there have been unintended consequences with the new market rules. For
example, for the Cal 1SO there were price caps on the day ahead market, so there was a
huge incentive to understate that load. As aconsequence, the Cal 1SO was often under
supplied.

Bob Crump -- Kootenai Electric Coop

Q -- How do you define constrained path?

A -- VanZandt -- It's not often that we have to shed load, at least not generally in the
Northwest. That means that a redispatch solution is possible in most cases. One measure
of a constrained path is that we hit acapacity limit and cannot meet contractual
obligations. Fish obligations are also arequirement. Another constraint is when a party
asks for transmission but we don't have enough capacity left to do it.

Tom Richardson, City of Cheney

Q -- How much of the infrastructure is needed to improve load service and how much is
due to changes in marketing?

A --

Jim Johnson, Big Bend Electric Cooperative

Q -- We appreciate the fact the transmission infrastructure projects will improve
reliability, being West of Hatwaii. And, the pricetagisjust fine. And I've heard about a
plan for the RTO and that you have a bridging strategy. But, when you get into
marketing and infrastructure projects that help IPPs send power someplace else, there
ought to be afee for that so that we don't have to pay. Tell FERC to go home. Our
customers don't need to spend dollars on their infrastructure projects. 1'm not wild about
fish either.

A -- VanZandt -- Transmission customers impact will be minimized. But we need to be
concerned about California because what happened there contributed to the price spikes
we felt here. We need to address both supply and transmission in the Northwest. If any
of you had to procure short-term diesel power during the energy crisis, you know what |
mean. We want to integrate generators so prices don't go nuts.

Jim Johnson, Big Bend Electric Cooperative

Q -- Ensure the costs are not shifted to our customers. If California can't keep its own
house, make it pay. We need reliability, but we don't want costs shifted to us.

A -- VanZandt -- Thereis a pent-up demand for transmission capacity already. Not all
existing resources can get their power through to markets. This package integrates 8000
to 12000 MW. 5500 MW coversthe cost of the whole infrastructure package, including
reliability.

Jim Johnson, Big Bend Electric Cooperative
Q -- If that turns out to be only 2000, we get stuck.

Andy Law, Avista



Q -- If there are undue burdens on | PPs, that will affect prices. Y es, there are additional
costs, but there are also additional revenues. If you don't do these projects, there will be
shortages. If you want reasonable energy prices, you will do these projects.

Bob Crump, Kootenai Electric Cooperative

Q -- I don't think that means very much to full-requirements customers.

A -- VanZandt -- We're more at the whims of Mother Nature here than in most areasin
the nation. Last year we had our second lowest water year. Anything that can keep that
price down is good for al of our customers. Now, we need alittle bit of surplus for both
transmission and power.

Jim Johnson, Big Bend Electric Cooperative

Q -- Thereisan indirect affect on us when TBL ramps its infrastructure program up and
down. We appreciate this consistent plan.

A -- VanZandt -- We're having trouble finding qualified linemen when we need them.
Also, we can't always find materials. Both are in short supply when we do projects.
Consistent projects are also easier for us.

Michael Henry, Lincoln Electric Cooperative

Q -- Have you worked with the unions to shift the normal work week to accommodate
non-peak work?

A -- Johnson -- Yes, to an extent. If we schedule out 30 days, we can drop pay from
double timeto 1-1/2 time. But thisis something we still need to deal with.

Andy Law, Avista

Q -- When thereis positive net revenue, how does that affect transmission rates?

A -- Meyer -- (refer to chart on Meyer's presentation, page 2) -- In FY 2001, we had
$43.5 million increase in cash reserves. On of things that allows us to forecast net
revenues as low as $3.7 million in FY 2002 is because of the cash reserves we can count
on. At theend of 2002, | predict TBL will have about $150 million to $200 millionin
reserve. That can be used in afuture year. However, an issue we're grappling with now is
that we may have $200 million in cash reserves, but the agency may not have any

reserve. If there are no dollars at the agency level, | can't rely on cash reservesin the next
rate case. We begin rate case workshops in August to consider what transmission increase
may be necessary and this may be one of theissues. Interfunctional loans: should we be
loaning back and forth between business lines?

Bob Crump, Kootenai Electric Cooperative

Q -- If you decreased FY 2002, how much of an increase was that over FY 2001?

A -- Meyer -- [t istrue that the FY 2002 budget is higher than the FY 2002 budget in the
rate case. It has been a huge management challenge to determine how to build and
maintain a system, while leaving a small footprint on the budget. Our first bottoms up
review still left too high of an impact on customers. After the second review, we took the
FY 2003 budget and moved it to FY 2004. We marked up the FY 2002 budget by 2.5%
for inflation and called that our FY 2003 budget. We inflated FY 2005 and FY 2006 by
2.5% from the FY 2004 budget.



Bob Crump, Kootenai Electric Cooperative

Q -- Why the straight line for FY 2005 and FY 20067

A -- Meyer -- Those years are so far out, they are difficult to estimate. Fred (Johnson) is
concerned the straight line underestimates his maintenance needs.

Tom Richardson, City of Cheney

Q -- What about debt service?

A -- Meyer -- You're seeing interest as part of the debt payment. Depreciation and
amortization schedules are tied.

Tom Richardson, City of Cheney Light

Q -- Isthat true even with increased expenses?

A -- Meyer -- Yes. Maybe if we start ramping up the infrastructure program, it might
affect it further out. That will depend on short and long-term borrowing.

Michael Henry, Lincoln Electric Cooperative

Q -- Assume theworst case. What kind of increase could we get?

A -- Meyer -- | don't know. The redispatch question can't be quantified at thistime. We
may not even have to pay real dollarsfor redispatch. With agency cash issues, sales and
other programmatic issues, | can't imagine it being more than a 10% increase.

Bob Crump, Kootenai Electric Cooperative

Q -- What isthe RTO effort costing TBL?

A -- It cost about $1.5 million this past year. We're projecting in FY 2003 and beyond
that will go to $2.5 million.

Portland (July 19)

Seve Weiss, representing NW Energy

Q -- | don't see how deregulation caused that (referring to power transfers up the DC
Intertie and down the AC Intertiesto get around California Path 15)?

A -- VanZandt -- Let me give you another example regarding when market rules changed
but reliability of the system did not. Last year, FERC put a price cap on the system, but
not on the Cal 1SO. That resulted in a shortage of real time generation.

Seve Weiss, representing NW Energy
Q -- That's due to market imperfections. | don't want to spend alot of money on
hardware up here to fix market laws that need fixing.

Carol Opatrny, Powerex
Q --How much generation is under construction now? Sounds like you're going to follow
generation construction?



A -- VanZandt -- About 4000 MW. Generators have aright to site and then ask for
transmission service. We do afeasibility study. If it contributes to congestion, that's part
of the information.

Carol Opatrny, Powerex

Q -- Do you have the ability to say no?

A -- VanZandt -- Wereally don't. We could say it would be better to hook up to the 500
KV grid, rather than the 230 kV line. But there really is no place on this system that is
congestion free.

Michael Early, Alcoa

Q -- If agenerator wants to be in a certain place and incremental transmission is
necessary, who pays?

A --

Seve Weiss, representing NW Energy

Q -- Do you have afeeling for the price elasticity for requests across congestion?
L ooking towards the RTO, some are determined by price. To say there are X-MW
requests doesn't tell us how urgent those requests are.

Michael Early, Alcoa

Q -- Do you need to fix capacity the whole length of your system?

A -- VanZandt -- Not necessarily. We're targeting additions. It may be wires, it may be
capacitors.

Michael Early, Alcoa

Q -- Last summer you reviewed all the G-9 projects. Have you done the same for G-10
through G-207?

A -- VanZandt -- Not al of them. The technical review team islooking at the proposed
projectsto see if they agree they are necessary and if they contain the right financials.
Planning for some of the projectsisjust underway. Thisis an annual review and the
second review report is due the second week of August.

Ray Blivens, RCS

Q --Starbuck ison your list. Isn't that on hold? How do you treat such a project?

A -- VanZandt -- We don't go forward unless there is some certainty. Chuck (Meyer)
will talk about how we manage risk.

Meyer -- For example, the John Day-McNary lineis being funded 100% by generators
through Sept. 30 and we're now working with developers on an agreement from Oct. 1
and later.

Carol Opatrny, Powerex
Q -- I thought the G-9 projects were moving forward now?
A -- VanZandt -- If generation is not happening, we are not moving forward.

Michael Early, Alcoa



Q -- A lot of times reliability benefits more than one transmission system. Do you
apportion costs?

A -- VanZandt -- Yes. Welook with others at the best way to solve the problem. For
example, the Puget Sound and West of Hatwaii projects require investments by other
systems.

Michael Early, Alcoa
Q -- It's hard to know what you are going to end up with until we see the time sequence
of al these projects.

Carol Opatrny, Powerex

Q -- My client is concerned about the computer systems and their costs. Could you
supply more detail? Could you indicate what kind of new marketing functions need this
software and hardware? We're supportive in seeing this. Scheduling and software
support us.

Michael Early, Alcoa
Q -- Areyou capitalizing RTO expenses at this point?
A -- Meyer -- We're expensing.

Michael Early, Alcoa
Q -- What are your fiber optic forecasts and costs?

Michael Early, Alcoa
Q -- Some projects are in process, but others are still under review. What is the decision
process to get to actual spending?

Ray Blivens, RCS
Q -- You show FY 2002-03 capital budgets, but how have you changed that the last
couple of years?

Seve Weiss, representing NW Energy

Q -- When you delay maintenance, how do you make that decision?

A -- Johnson -- 45 day advance notice and comment from customers and marketers. But
it's not just marketing. Emergencies also have an affect. Last night firesin southern
Oregon affected the interties.

Seve Weiss, representing NW Energy

Q -- Isit purely adollar thing? Y ou must have some influence? Do you choose aleast
expensive time? |sthe decision made in a non-discriminatory way? It is dangerous when
people can just call the Administrator (referring to a line outage in the West of Hatwaii
areq).

A -- VanZandt -- We try to schedule outages when they would have the least impact on
the market.

Steve Weiss, representing NW Energy



Q -- But whose market? The fact that someone called the Administrator tells me it may
not be objective.

A -- VanZandt -- We post a proposal 45 days in advance for atime when we expect
demand to be lower, take comments, try to make adjustments. We settled on 45 days
because the market wants a monthly product. Also, every six months we make a best
guess as to outages we will want. We're trying to get generators to post outages too.
Which ones are running have a huge impact on transmission capacity. |PPs are resistant
to this because it is market information.

Johnson -- Each one of those calls to the Administrator was turned down because it was a
reliability issue.

Meyer -- Thisistruly transparent. It is done on OASIS.

Steve Weiss, representing NW Energy
Q -- Still, it ended up that you picked aweek due to commercial concerns.

Amir Amjadi -- BC Hydro

Q -- Have you been pushed to do more live line work?

A -- Inthe old days our first choice wasto take the line out. But pushed? | think
everyone expects that of us. BC Hydro philosophy isto always do it hot, but we have
some restrictions (e.g. barehanding and working from helicopters).

Unknown

Q -- How much have warning and control limits changed (refers to Fred Johnson, Line
Availability chart, page 12)?

A -- Johnson -- Control limits are set by standard deviation. That changes over time as
capacity changes. Calculations available on the TBL web site.

VanZandt -- It's based on five year intervals. It could change asfacilities age.

Unknown

Q -- When you reach the upper or lower limits, what do you change?

A -- Johnson -- Behind thisisalist of 209 lines. Itisalook at what's happening on those
lines.

VanZandt -- Thisisan indicator. If it is outside the control limit, something iswrong.
Or, if it cregps toward abad control limit, then it isatrend.

Ray Blivens, RCS

Q -- A couple of years ago, you were talking about your aging workforce. How isthat
going?

A -- Johnson -- We established a healthy apprentice program. The area we continue have
problems with is operators (3.5 year training program). There are some delaysin
retirements due to the economy. Still 38-40 percent are eligibleto retire in five years.

Carol Opatrny, Powerex
Q -- You said there was the possibility of atwo-year rate case?
A -- Meyer -- We haven't decided that yet.



Michael Early, Alcoa

Q -- PBL islargely dependent on how aggressively it implements the Cost/rate
adjustment mechanism. Areyou influencing that? (Question refersto cash reserves
contributed by TBL that may be taken by PBL if it doesn't raise its prices)

A -- Meyer -- We're talking about it. We will extend the ratesif possible, but we have to
have cash in the bank.

Michael Early, Alcoa
Q -- Cash or borrowing authority?
A -- Meyer -- Cash or cash equivalent. Something that we have access to.

Seve Weiss, representing NW Energy

Q -- One strategy BPA has on the table is using financia toolsto push stuff out until the
economy is better. |Isthisonetool where they borrow from the TBL?

A -- We've never done interfunctional 1oans in the past because the accounts have been in
relative balance.

Seve Weiss, representing NW Energy
Q -- Isthe table on page 5 based on current rates?
A -- Meyer -- Yes. It anticipates generators coming on in FY 2002-03.

Ray Blivens, RCS
Q -- To the extent that you can extend rates, we'd probably be willing to live with what
you have here.

Steve Weiss, representing NW Energy

Q -- Conservation is out of PBL now, but to the extent those benefit transmission is there
aprocess where TBL pays a portion of the conservation?

A -- Meyer -- This has been an ongoing debate since we began conservation. Working
with that side where we can do non-wires alternatives to projects. We could cost share.

Seve Weiss, representing NW Energy

Q -- When the Northwest Power Planning Council evaluates cost-effectiveness of
conservation, they also evaluate the benefits to the transmission system, but then they put
it al on power usage. Transmission should be looked at.

A -- VanZandt -- It looks like there is a very good possibility that thereisa DSM solution
to at least one project. TBL funded the demand exchange. The need for the project must
be strictly based on load.

Michael Early, Alcoa

Q -- I'm interested in how you deal with imbalance charges. Apart from the rate case,
will there be terms and conditions changes?

A -- Meyer -- FERC's standard market design could affect how thisturns out. Assuming
the standard market design goes away, we could raise the issue of redispatch. At this
point, PBL offers ano-cost redispatch. We're talking with them about it and will



continue those talks. We don't use it often. These out years that includes a small net
margin doesn't include paying PBL for redispatch.

Seve Weiss, representing NW Energy

Q -- You're forecasting the break even point at some usage of the system (5500 MW).
Aren't some generators going to displace some higher priced units?

A -- Meyer -- Yes, that'swhy | said with along term contract. We need 5500 MW of
incremental contracts.

Carol Opatrny, Powerex

Q -- Isthat 10 or 20 year contracts?

A -- Meyer -- It's based on the total amount of sales as opposed to line by line through
congestion points.

Carol Opatrny, Powerex
Q -- Theinformation in this session has been very good and helpful.

Michael Early, Alcoa
Q -- How can we get more information?

Kennewick (July 24)

Chuck Dawsey, Benton REA

Q -- Speaking of p. 11, Vicki VanZandt presentation, TBL Capital Projects, Historical &
Future Trends graph -- Alan (Courts) said there were no wires added to the system since
1989. This graph says otherwise.

A -- VanZandt -- This graph reflects al the uses of capital. Also, it shows finishing the
3 AC Intertie in 1992-93 and work on Puget Sound Reinforcement Project, most of
which was not wires.

Russ Derran, Hermiston Energy Services (City of Hermiston)

Q -- Does it help to put a generator in the right place?

A -- VanZandt -- Yes. If in Puget Sound, can only use the generator during the fall and
summer. The path south during spring and summer is constrained. The generator at
Klamath Falls does help the California-Oregon Intertie (COI).

Russ Derran, Hermiston Energy Services (City of Hermiston)

Q -- I've been on the Oregon Energy Facility Siting Council and found you cannot say no
to aproject dueto lack of transmission. So it seems like placement would take care of
that.

A -- VanZandt -- We can't say no, but we try to help with information about transmission
availability.

Russ Derran, Hermiston Energy Services (City of Hermiston)
Q -- When is North of Hanford constrained?



A -- VanZandt -- It interacts with the interties. Y ou can't do 100% at Hanford if 100% at
COl. You can't do both.

Chuck Dawsey, Benton REA

Q -- What helps the Cross Cascade North path?

A -- VanZandt -- Shunt capacitors. They make the line look shorter. Also, the Schultz-
Wautoma 500 kV line.

Chuck Dawsey, Benton REA
Q -- | thought you de-rated the interties.
Q -- VanZandt -- It'srated at COI at 4,800 MW, but often operates below that.

Chuck Dawsey, Benton REA

Q -- Do you have plansto bring it up to the full 4,800 MW?

A -- VanZandt -- We're not always able to operate it during the summer to the full 4,800
MW. It depends on which generators are running. 1f John Day Dam is running, yes, but
not if we have to go to Coulee. We need supply close to the head of the intertie. The
North of John Day project addresses this. COI has also been de-rated recently dueto
firesand athreat to our microwave station. If there were no RAS across the interties,
then the capacity would only be 500 MW with the new reliability limits.

Chuck Dawsey, Benton REA

Q -- How much does fiber optics increase the complexity of your work and costs?

A -- Johnson -- No much. Getting fiber in helps. Getting the smaller rings of fiber in
would help reliability. The O&M costs are less than for radio or for microwave systems,
unless there are problems. Firesin southern Oregon are threatening some facilities now.
Also, thereisalimit on future radio frequencies.

Chuck Dawsey, Benton REA

Q -- What was the percent of the rate increasein 20017

A -- Meyer -- It was 25% for revenues, but varied among customers according to
Services.

Chuck Dawsey, Benton REA

Q -- Where do the net revenue dollars go?

A -- Meyer -- Actual cash is managed in one central fund, which is primarily used to
make Treasury payments and also to ensure low cost money. The transmission act o
f1984required us to keep track and we could go back to 1974, so when we separated the
business linesin 1996, we knew and now know who contributed the cash.

Chuck Dawsey, Benton REA

Q -- What's driving FY 02-03 revenue?

A -- Meyer -- More generation. We expect about 4,200 MW of new generation by June
2003. We'refairly confident about this, but not all of it will result from incremental
generation. Some will come from freeing up congested paths. We do plan on more sales
and new contracts.



Mary Bauman, Franklin County PUD

Q -- Are net revenues what cover Treasury payments?

A -- No, at least not arequired Treasury payment. The depreciation lineis generaly the
payment. Depreciation and amortization is not always equal.

Chuck Dawsey, Benton REA

Q -- Some new transmission facilities are definitely connected with generators. Isthe
rate going to be designed that generators pay for them?

A -- Our policy is no transmission project on speculation. McNary to John Day 500 kV
lineisonly to integrate generators. If we don't have these generators signed up, we don't
do the project. If the project isn't paid for out of our average rate, we have the option to
charge amarginal cost rate, but we would need a 7(l) process to do that. Contrasting to
the McNary-John Day lineis the Bell-Coulee line, which we need to make good on our
existing contracts.

Chuck Dawsey, Benton REA
Q -- Doesn't the PBL have an obligation to repay the TBL?
A -- Theissueis: are we able to access that cash when we need it?

Chuck Dawsey, Benton REA

Q -- What percent of transmission revenues come from full requirements or consumer
customers?

A -- Meyer -- Some of our biggest users are not public power. Some months our largest
is PowerEx. We have substantial non-public revenues.

Randy Gregg, Benton PUD

Q -- Should | separate the PBL and TBL and plan for a TBL rate increase? If the PBL
decidesto raise rates, will there be enough to repay the TBL?

A -- That'san issue. Where's the cash we can rely on.

Chuck Dawsey, Benton REA

Q -- Today it'sin the customers pockets.

A -- Yes, but theinterfunctional loan process begins to address thisissue. We've never
paid one another for the use of that cash.

Chuck Dawsey, Benton REA

Q -- If FERC were to ask you what your reserve situation was, what would you tell them?
A -- There is not a dispute within the agency asto what the numbers are. But when it
gets down to setting rates and we're projecting these lower margins, we need to know the
money is available.

Chuck Dawsey, Benton REA

Q -- Does anyonereally know how many dollars BPA has?

A -- We have augmented finance statements that covers everything. They contain good
numbers up to today, but when we get into projections, it is more difficult.



Randy Gregg, Benton PUD
Q -- Can we find out about the cash distribution on the web?

Mary Bauman, Franklin County PUD
Q -- Isthe PBL experiencing similar increases in corporate shared services?
A -- Meyer -- Yes.

Mary Bauman, Franklin County PUD

Q -- From this| don't get a sense of how many of the infrastructure projects will be
completed by 2006.

A -- VanZandt -- Through G-9, maybe without Monroe-Echo Lake. Otherswill go out
roughly to 2008. Siting issues are significant. People haven't seen thisin awhile.

Perhaps if the economy dips and so does load, we might have more time. It aso depends
on the vigor at which generators want to connect.

Mary Bauman, Franklin County PUD

Q -- Will additional revenue be generated, or will they have an impact on rates?

A -- Meyer -- 8,000 to 12,000 MW will come on line. If we get 5,500 MW, we will
break even and at least for that reason, rates would not have to rise.

Randy Gregg, Benton PUD
Q -- How are transmission rates going to change?
A-- 1 really don't want to answer that question.

Chuck Dawsey, Benton REA

Q -- Whether the TBL increases rates or the PBL, our customers aren't going to care
which. It'sthe total increase that customers haveto pay. We've really pushed our
customers as far as they will go.

Chuck Dawsey, Benton REA

Q -- Will the company rate reflect the embedded cost of the RTO? How is the company
rate affected if you make the investments and then we have an RTO? Will we get better
rates by waiting for the RTO?

A -- Meyer -- Theinfrastructure projects can't wait for the RTO. In addition, | don't know
if it would make adifference in rates. We might have different options of who provides
capital.

VanZandt -- We have contract obligations whether the RTO is there or not.

Chuck Dawsey, Benton REA
Q -- We appreciate all the work you've done.
Tacoma, July 25

Aleka Scott, PNGC



Q -- Does the McNary-Brownlee 500 kV line help get power into Idaho near Burley?
A -- VanZandt -- Y es, Idaho Power just completed the Boise-Bench reinforcement and
thisisfor usto meet our obligations to Idaho utilities.

John Martinson, Shohomish PUD

Q -- No one has built much transmission and all these other utilities want you to make
these reinforcements.

A -- VanZandt -- We are aiming for single utility planning. But not all utilities want to
clear congestion. We're having bilateral discussions with other utilities to keep them
focused on the right technology.

John Martinson, Shohomish PUD

Q -- Are some of these processes holding up progress?

A -- VanZandt -- Kangley-Echo Lake is one of our highest priorities, but no one has built
anything for along time and siting issues are tougher. We may have underestimated
what it will take to get that sited. Without Kangely-Echo Lake, we can't get energy
through to Canada to meet treaty obligations. While doing that, we also need to do good
evaluations for these lines on non-transmission alternatives. We can't conserve our way
through all of this, but some like the Olympic Peninsula project is all load growth, so
maybe it will work there.

Seve Loveland, Soringfield Utility Board

Q -- What about strategically placed distributed generation?

A -- VanZandt -- If it'sfor concentrated and consistent load, it's possible. But if sitein
this area, it would be good for fall and winter, but the power would have to go south in
the spring and summer. Thel-5is clogged.

CV Chung, Tacoma Power

Q -- Freeing north to south paths from British Columbia could increase through flow to
our area?

A -- VanZandt -- We're trying to do that with Kangley-Echo Lake, which is south to
north reinforcement to fulfill our treaty obligations with Canada. We must treat that like
load. Thisload center does need reinforcement. The Kangley-Echo Lake project will
help make the north to south path available more often.

John Martinson, Shohomish PUD
Q -- One of the alternatives to the Kangley-Echo Lake 500 kV line was a 230 kV
reinforcement. The MW loss at peak was large. It increased losses as much as 18 MW.

Unknown

Q -- Did theregiona transmission planning group disband due to the RTO?

A -- VanZandt -- Maybe, but we don't have an RTO yet. The Power Pool are largely the
same people.

John Martinson, Shohomish PUD
Q -- The NERDA board just agreed to continue until the RTO forms.



A -- Also, we've committed with our technical committee to review our infrastructure
plans.

Aleka Scott, PNGC

Q -- Istherealist of Area& Customer Service projects? Are dollars included?

A -- VanZandt -- Historically, these have been identified by the utilities and we don't
have alot of lead-time. On the dollars, yes, but it tends to be a guess in the budget.

Rick Lovely, Grays Harbor PUD
Q -- When the RTO isformed, does BPA retain the fiber or doesit go to the RTO?
A -- VanZandt -- Communications remains with the asset owner.

Frank Moses, Grays Harbor PUD

Q -- When you build aline and there is no fiber present, do you always add fiber? I'm
thinking of the Thermopolis to Raymond line.

A -- Lahmann -- If thereis no operational need for fiber and microwave can meet the
need for some time, we don't add fiber.

Frank Moses, Grays Harbor PUD
Q -- What's the pickup time if aline fails versus maintenance time?
A -- Johnson -- Weeksiif it fails.

Frank Moses, Grays Harbor PUD

Q -- My pointisif you lose aline and it is down for weeks, wouldn't it have been better
to have taken the outage for maintenance?

A -- VanZandt -- Y ou could also have a power system fault that could cascade through
the system.

Sue Kuel, Seattle City Light

Q -- Does BPA have insurance for bad poles? Our insurance is adamant that we replace
poles before they become a hazard to reduce accidents.

A -- VanZandt -- We're self-insured.

Sue Kuel, Seattle City Light
Q -- Do you replace poles with more wood poles?
A -- Johnson -- Most are replaced with wood, but some are steel.

Aleka Scott, PNGC

Q -- Regarding Fred Johnson, page 8, O& M -FY 02 Resource Breakdown chart. What
proportion of Travel, Training, Misc. istravel and what training?

A -- Johnson -- 60% travel and 40% training.

Gary Shumate

Q -- Did you notice any changes in the budget when the TBL and PBL separated?

A -- Johnson -- | don't know if the separation has affected O& M or planning of facilities.
One area where costs may be higher was splitting the scheduling and billing systems.



VanZandt -- Communicationsis more separate. |nformation that goes to one person,
goesto all.

Gary Shumate
Q -- Are new facilities being designed with hot stick maintenance in mind?
A -- Yes. Our maintenance philosophy iswe'lll do it hot first.

Aleka Scott, PNGC

Q -- When you schedule an outage, how does that affect the PBL?

A -- Johnson -- We schedule 45 days out and post it on OASIS. PBL seesthat like
everyone else.

Rick Lovely, Grays Harbor PUD
Q -- Our cost for transmission has risen. In 2000 it was $2.3 million for atransmission
PTP contract. Thisyear itis$5.5 million.

Rick Lovely, Grays Harbor PUD

Q -- Wasthere a cost shift to Slicers? NT hasn't gone up as much.

A -- Meyer -- You are a Slicer now and before you were full requirements. Also, about
$70 million in ancillary services products was transferred from the PBL to the TBL in the
last rate case. TBL buys about $78 million in generation inputs from the PBL so we can
sell you ancillary services. So, thereisageneral increase in PTP plus the ancillary
services you weren't paying the TBL before Oct. 1.

Greg Gilbert, Tacoma Power
Q -- The other piece isthat as a Slicer you had a great water year and moved more power.

Rick Lovely, Grays Harbor PUD
Q -- You're seeing significant increases in revenue. Will we see a corresponding net
reduction in our costs?

Aleka Scott, PNGC

Q -- With the RTO, someone will have to pay to remove an outage. That isahuge
disconnect from what you are saying.

A -- Johnson -- We're tracking our internal work plan. Thereisstill some work to do.

CV Chung, Tacoma Power

Q -- Sounds like there will be more infrastructure and more aging equipment to take care
of. Will al this catch up with you?

A -- Johnson -- We aggressively caught up with our bad actors from the early 90s. Our
10-year plan replaces equipment at the level we think we need. Our average age of
equipment is going down.

VanZandt -- Replacement is an important component in addition to our build out.

Aleka Scott, PNGC



Q -- Was much of the operating revenues (Meyer, p. 2) due to energy imbalance and
penalty charges?

A -- Meyer -- Some, but probably less than $5 million. Those also show on the other side
of the balance sheet, so they are awash.

Aleka Scott, PNGC

Q -- Were depreciation and interest in the rate case?

A -- Meyer -- Interest, yes. Plant in service, yes. Depreciation isaresult of plant in
service.

Unknown

Q -- The difference in depreciation between rate case FY 01 and actual FY01 is $10
million. That seems high considering the amount of plant in service.

A -- Meyer -- There were also some other adjustments.

Aleka Scott, PNGC
Q -- Does FY 05 and FY 06 include the capital work you plan to complete?
A -- Meyer -- Yes.

Greg Gilbert, Tacoma Power
Q -- Where did the $43 million in net revenue in FY 01 go?
A -- Meyer -- Either it increased our cash or it alows us to borrow more.

Greg Gilbert, Tacoma Power

Q -- The workforce is not up to the numbers. Are you assuming in these budgets that you
will fill the positions?

A -- Yes. If not, we will spend less.

CV Chung, Tacoma Power
Q -- Are higher revenues something you could capture and correct for with forecasting?

Rick Lovely, Grays Harbor PUD

Q -- Areyou concerned that the secondary market in short term sales could be oversold?
A -- Meyer -- We don't sell long term firm, from which this secondary market comes
from, without knowing the transfer capability. But aswe get more and more constrained,
we may have to worry about that.

Rick Lovely, Grays Harbor PUD

Q -- Do you provide redispatch?

A -- Meyer -- The PBL offersit aslong asit doesn't affect their costs. If we found that
we oversold in the short term, we might buy transmission or curtail.

VanZandt -- One example is West of Hatwaii. We hadn't sold any new east to west
service since 1996, but with two aluminum plants shutting down, generation from that
area had to move east to west.

Rick Lovely, Grays Harbor PUD



Q -- Does the budget address the $1.3 billion in borrowing authority you are seeking from
Congress?

Aleka Scott, PNGC

Q -- You could assume you will get the borrowing authority in a 2-year rate case, but if
you don't get it have another rate case in between. Another strategy would be a 1-year
rate case, or a 2-year rate case with athreat to come back after one year if needed.

Aleka Scott, PNGC
Q -- FY05 and FY 06 assumes current rates?
A -- Meyer -- Yes.

Aleka Scott, PNGC

Q -- Isn't one option to do fewer projects?

A -- VanZandt -- We could do less, but which ones would we not do? If we take new
generation off the table, those are the people we had planned to get the money up front
from. For Bell-Coulee, we need to make good on our current contracts. Thereisaso
$162 million of capital under that. Do you not do wood pole replacements? We don't
know about the Treasury borrowing yet, but we still have some support. We should
know something by the end of September before we make our initial rate proposal. Third
party borrowing could also help, but that could cost more due to increased interest rates.

Gary Shumate
Q -- Isthere payment restructuring?

Aleka Scott, PNGC

Q -- Some previous program levels reviews were not rate case issues. What does that
mean?

A -- Meyer -- Revenues are arate case issue. Depreciation and interest are included
because they are afunction of program levels.

Jeff Shields, UBSWarburg Energy
Q -- Towhat degree can you change tariffs without a rate case?
A -- Meyer -- We can dlter the terms and conditions at any time, but not the rates.

Jeff Shields, UBS Warburg Energy

Q -- How do you factor in Northern Lights projectsin FY 04-05 timeframe? That'sin
Alberta.

A -- Meyer -- It would get factored in to the extent that it would affect our sales or our
cost structure.

Jeff Shields, UBS Warburg Energy
Q -- There are 2000 MW coming into the Mid-C that could displace generation.
A -- Meyer -- To the extent they integrate into our system, we would send them the hill.

Jeff Shields, UBS Warburg Energy



Q -- Isthe $701 million revenue from long term contracts certain?
A -- Growth in FY02-03 is largely due to load growth, in addition to new generation.

Aleka Scott, PNGC
Q -- Do you have the datesin August for the rate case workshops?

Aleka Scott, PNGC

Q -- Isit possible to settle before an initial proposal?

A -- Meyer -- | don't know of anything that would prohibit that? With everything going
on, some have asked usto avoid a TBL rate case. We may be ableto doiit if it's not
contested and the earlier we know that the better.

Aleka Scott, PNGC

Q -- When will you decide on the tariffs?

A -- Meyer -- FERC's standard market design will largely set that. Without that, we
would not substantially change our tariffs. PTPand NT have worked for us.

Aleka Scott, PNGC
Q -- I will talk among those in public power to seeif they want atechnical session.



