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3. Future Possibilities
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     6.      Proposed Schedule
(Separate Excel Spreadsheets in work book entitled Exhibits.xls)

Exhibit A – (Executive Summary) Final FY 2002 PRS 

Exhibit B – (Executive Summary) Preliminary FY 2003 PRS

Exhibit C – Revenue Components

Exhibit D – Expense Components 

Background information

Website  --     http://www.wapa.gov/ugp/rates/2004RateAdj/Default.htm
General information

Power Rate Setting and Repayment  (booklet on Western’s website)
FY 2002 Final PRS
Pick-Sloan Missouri Basin Program

January 2003
The final Power Repayment Study (PRS) for FY 2002 was prepared in January 2003.  Final information from the close of Fiscal Year 2002 was used.  Historical data and future projections are consistent with past PRS’s and rate study work.  Due to the drought significant Purchased Power costs are contained in the years FY 2001 through FY 2004.  The Study solution for the Firm Power Composite Rate for FY 2004 is 16.47 mills/kWh. This is an increase from 14.54 mills/kWh in FY 2003.  See Exhibit A for the study’s Executive Summary.
Generation

Pick-Sloan is an ultimate development project and the Study model contains 100 years of future information.  The Western Division of the Pick-Sloan uses generation information from the Bureau of Reclamation (Bureau).  Generation projections for the Bureau are annual average generation based upon historical experience.  The most significant variables to power revenue projections result from the hydrology projections prepared by the Corps of Engineers (Corps) for the Eastern Division.  Corps generation projections for the Missouri River main-stem are based on December 2002 snow pack data, the reservoir storage levels, basic inflow for the first future year and median inflows for the next four future years.  The remaining 95 years of generation are based upon median water inflows and projected water depletions.  The Final FY 2002 PRS used Corps hydrology projections from December 2002.

O&M Expense
O&M projections in the Study were based upon the FY 2004 work plans proposed for Western and the Corps of Engineers.  The Bureau of Reclamation had already submitted its preliminary FY 2005 work plan so it was included.
Purchased Power

Both the Eastern and Western Divisions of Pick-Sloan have experienced severe drought for the past three years and it is continuing.  Purchased Power amounts are significant both as recorded in 2001 and 2002 and projected in 2003 and 2004.

Replacements and Investments 

Capital project Replacements and Investment projections in the Study were based upon the FY 2004 work plans proposed for Western and the Corps of Engineers.  The Bureau of Reclamation had already submitted its preliminary FY 2005 work plans so they were included.
Aid to Irrigation

Project laws and regulations require that costs beyond the ability of the Pick-Sloan Irrigator’s ability to pay be repaid without interest by the power users.  The Aid to Irrigation data has been updated to FY 2001 information and projections.
Preliminary FY 2003 PRS
Pick-Sloan Missouri Basin Program

April 2003
After completion of the Final FY 2002 PRS, we began gathering the projections for the Preliminary FY 2003 PRS.  Better hydrology projections became available as snow pack is known as of April 1st.  Therefore, Purchase Power amounts can now be more accurately predicted for 2003 and 2004. Western’s work plans for FY 2005 are close to completion.  This is the basis for the future O&M, Replacements and Investments for the PRS.  As the work plans are developed we review the rate impacts.  Most work plan increases are due to normal inflation and any program changes are discussed in the work plans.  See Exhibit B for the study’s Executive Summary.
Changes from the Final FY 2002 PRS

Hydrology - The Final FY 2002 PRS used existing storage levels and Corps inflow projections from September 2002 for median inflows (25 MAF).   By April 1, 2003, the inflow projections had been reduced to 20.0 MAF.  This reduced the projected generation in water year 2003 from approximately 7,629 GWH to 7,500 GWH.  The inflow projections also impact the storage levels at the end of the year and thus the generation in the four future years.  This caused changes to the Purchased Power Projections.  We also adjusted the Western Division Purchased Power amounts to the latest estimates.  This is a net increase of $43 million in Purchased Power from the Final FY 2002 PRS.  $19 million of this increase is due to adding another year of purchases.
Final information from FY 2002 - Some adjustments were made to the historical investment information.  These changes reduced the historical investments by $10 million and brought the data into agreement with the FY 2002 audited information.

We reviewed the Transmission revenue projections and adjusted the RMR Transmission Revenue Projections to the latest estimates.  This increased the Transmission Revenues by about $3 million/year.
O&M, Replacements and Investments were updated based upon the draft FY 2005 work plans, which also adds an additional year in the 5-year budget window. 

Study Solution
The above changes to the Final FY 2002 PRS resulted in a study solution of 17.12 mills/kWh for the composite Firm Power Rate.  This is a 0.65 mills/kWh increase over the Final FY 2002 PRS and is a 2.58 mills/kWh increase over the current composite rate of 14.54 mills/kWh.
Future Possibilities
(5-year rate projections)

Predictions of generation for the Missouri River main stem are comparable to predicting the weather.  That is because the storage levels in the reservoirs and the generation are significantly impacted by the water inflows from the rain on the plains and snow pack in the mountains.  To prepare ourselves we have looked at three scenarios as we made projections five years into the future.

1. Assume that we will have median inflows for the next five years (24,600 MAF).  Project firm power rates based upon median inflows, 3% annual inflation on O&M costs and an additional $35 million per year of project investments.  This is comparable to the long term rate projections we provide annually.  (Median Inflows)

2. Assume that we have a continuation of the drought and inflows for the next five years are lower decile (15,500 MAF).  Project firm power rates based upon lower decile inflows, 3% annual inflation on O&M costs and an additional $35 million per year of project investments.  This is a continued drought scenario.  (Continued Drought)

3. Assume that we have generation comparable to the 1994-1998 time frame.  Project firm power rates based upon the water conditions experienced for 1994-1998, 3% annual inflation on O&M costs and an additional $35 million per year for project investments.  This is a best water scenario.  (Accelerated Recovery)
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Comparison of Revenue and Expenses
To compare historical experience to the projections we are using in the Preliminary FY 2003 PRS, we have prepared spreadsheets to break out the components that make up the Revenue and Expense Columns in the Executive Summary.

Revenue  (see Exhibit C)
This is the second column in the Executive Summary and can be separated into the following components:

Firm Power - This is revenue received/projected from sales of Firm Power in the Upper Great Plains Region and the Rocky Mountain Region for Pick-Sloan power.

Firm Peaking - This is revenue received/projected from sales of Firm Peaking Power in the Upper Great Plains Region.

Project Pumping – This is revenue received/projected from sales of irrigation pumping power at the 2.5 mill/kWh rate.

Nonfirm Sales – This is revenue received/projected from sales of surplus energy at spot market rates.  

Non-Western JMP Sales – This is revenue recorded in history only which is netted against Purchased Power costs associated with Non-Western energy sold in history.  This activity nets to zero and does not impact the study solution. 

Transmission and Ancillary Services -  UGPR and RMR – These are revenues from third party use of the federal transmission system and ancillary services provided to third parties.

Miscellaneous – These revenues represent many small items such as reimbursement of O&M costs by SPA, Canyon Ferry Headwater Benefits, Federal Grazing fees, reimbursement of wheeling costs, Scheduling and Dispatch revenue, etc.

Expenses  (see Exhibit D)
This is the ninth column in the Executive Summary and can be separated into the following components:

O&M – O&M expenses are separately prepared by Corps of Engineers, Bureau of Reclamation, the Rocky Mountain Region of Western and the Upper Great Plains Region of Western and are a reflection of their Operation and Maintenance budgets and work plans. 

Post Retirement Expense – These are costs defined by the Office of Management and Budget which are not directly recovered under the federal retirement system and paid by each federal agency.

CME Depreciation – This is repayment of Capitalized Moveable Equipment that is not included in the Power Investment or Replacements.  Generally, this is equipment with less than 10 years of service life.

Purchased Power – These are normally costs for buying firming power.  However, the costs in history also include costs for Non-Western JMP Purchases which are netted against Non-Western JMP Sales and have no impact on the study.  

Transmission Expense – These are costs of transmission paid to others for use of their systems in the delivery of federal power.

Interest – These are the interest expenses for unpaid Power Investments, Replacements, and Capitalized Deficits. 
Rate Setting Options

	Option
	Composite Rate
(mills/kWh)
	Percent Increase
	Implementation Date
	Western Division

Rev Req.
(millions)
	Eastern
Division

(millions)
	Capacity Charge
($/kW-month)
	Energy Charge
(mills/kWh)

	Current Rates
	14.54
	
	Oct 1994
	$31.4
	$120.8
	3.20
	8.32

	1 Step

Final FY 2002 PRS
	16.47
	13%
	Jan 2004
	$35.2
	$141.1
	3.65
	9.42

	2 Step 

Preliminary FY 2003 PRS
	16.47
17.12

	13%
4%
	Jan 2004
Oct 2004
	$35.2
$36.5
	$141.1
$146.7
	3.65
3.80
	9.42
9.79

	1 Step

Preliminary FY 2003 PRS
(Average for 2 years)
	17.04
	17%
	Jan 2004
	$36.4
	$146.1
	3.80
	9.71


Process and Meetings
http://www.wapa.gov/ugp/rates/2004RateAdj/Default.htm
The Upper Great Plains Region and the Rocky Mountain Region of the Western Area Power Administration are hosting four informational meetings to discuss proposed firm power rate adjustments for Pick-Sloan Missouri Basin Program-Eastern Division and Loveland Area Projects firm power customers.
	The dates, times and locations are as follows:

	Date:
Time:
Location:
	April 14, 2003
1:00 PM
Radisson Hotel Denver Stapleton Plaza
3333 Quebec Street
Denver, CO 
	[image: image2.jpg]




	  
	

	Date:
Time:
Location:
	April 15, 2003
9:00 AM
Southeast Community College
1st Floor of the Energy Plaza
11th & O Street
Lincoln, NE
	

	  
	

	Date:
Time:
Location:
	April 15, 2003
2:00 PM
Ramkota Hotel & Conference Center
2400 North Louise Avenue
Sioux Falls, SD 
	

	  
	

	Date:
Time:
Location:
	April 16, 2003
9:00 AM
Doublewood Inn
3333 13th Avenue South
Fargo, ND

	


Please e-mail Robert F. Riehl at riehl@wapa.gov if you have any questions concerning these meetings.
Proposed Schedule
Informal Meetings  



April 14-16th
Public Process (90 days)
Federal Register Announcement
June 16th

Information meetings


Week of July 14th

Comment Forums



Week of August 11th
Close of Comment period


September 15th
Record of Decision



November 15th
Implementation of New Rates


January 1, 2004
Other items

Meeting Locations

Four Information
 
Denver, CO 

  Forums


South location  (Lincoln, NE?)
Sioux Falls, SD

North location  (Fargo, ND?)

Two Comment

Denver, CO


  Forums


Sioux Falls, SD
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