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DEPARTMENT OF ENERGY
Western Area Power Adminisiration

Pick-Sloan Missouri Basin Program-—
Eastern Division—Raie Order No.
WAPA-147

AGENCY: Western Area Power
Administration, DOE.

ACTION: Notice of Order Concerning
Firm Power Rates.

sumMMARY: The Depuly Secretary of
linergy confirmed and approved Rate
Order No. WAPA-147 and Rate
Schedules P~SED-F11 and P-SED-
FP11, placing firm power and firm
peaking power rates from the Pick-Sican
Missouri Basin Program—Iastern
Division (P—-SMBP—IED]} of the Western

Area Power Administration (Western)
into effect on an interim hasis. The
provisional rates will be in aifect until
the Federal Energy Regulatory
Commission (FERC) confirms, approves,
and places them into effect on a final
basis or until they are replaced by othoer
ratas, The provisional rates will provide
sufficient revenue lo pay all annual
costs, including interest expenss, and
repay power investments and irrigation
aid within the allowable pericds,

DATES: Rate Schedules P-SED-1711 and
P-SED-FP11 will be placed info effect
on an intertm basis on the first day of
the first full billing period beginning on
or after January 1, 2010, and will remain
in effect until FERC confirms, approves,
and places the rate schedules in effect
on a final hasis ending December 31,
2014, or until the rate schedules are
superseded.

FOR FURTHER INFORMATION CONTACT: Mr,
Robert . Harris, Regional Manager,
Upper Great Plains Region, Western
Area Power Administration, 2900 41h
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Avenue North, Billings, MT 58101-
1266, telephone (408) 247-7405, e-mail
rharris@wapa.gov, or Ms. Linda Cady-
Hoffman, Rates Manager, Upper Great
Plains Region, Western Area Power
Administration, 2000 4th Avenue North,
Billings, MT 59101-12686, (408) 247~
7439, e-mail eady@wapa.gov.
SUPPLEMENTARY INFORMATION: The
Acting Deputy Secretary of Energy
approved existing Rate Schedules P~
SED-F10 and P-SED-FP10 for P~
SMBP—ED firm and firm peaking
electric service, respectively, on an
interim basis on January 8, 2009 (74 FR
3022, January 16, 2009), for a 5-year
period beginning on February 1, 2009,
and ending December 31, 2613,

Under Rate Schedule P-SED-F18, the
composite rale is 29.34 mills per
kilowatthour (imills/kWh), {he firm
energy rate is 16.71 mills/kWh, and the
firm capacity rate is $6.80 per
kilowattmonth {kWnionth). Under Rate
Schedule P-SED-FP10, the fivm peaking
capacity rate is $6.20/kWmonth. These
Rate Schadules are formula based with
Base and Drought Adder components
and provide for an up to 2 mills/kWh
increase in the Drovght Adder
component.

The current rate adjustment reflects a
rale increase based on the P-SMBP
Final Fiscal Year (IF'Y) 2008 Powar
Repayment Study (PRS). The PRS sets
the total annual P~-SMBP—ED revenue
requirement for 2010 for firm and firm
peaking eleclric service atl $320.2
million, or a 13.1 percent increase. The
current rates, including the 2 mills/kWh
increase provided for under the Drought
Adder formula rate component, are not
sufficient to meet the P-SMBP—IZD
revenue requirements,

The P=SMBP—ED revenue
reguirement increase is mainly
aitribuled to the financial impacts of the
droughit. A decrease in hydro-power
generation has caused purchase power
expenses o increase and revenue from
non-firm energy sales to decrease. There
has been an inerease in both the price
and volume of purchase power needed
to meet contractual connmitments to
Western's Customers. The purchase
price of power is set by supply and
demand on the open market.

The existing firm electric service Rate
Schedules P-SED-F10 and P-SED-FP10
ara being superseded by Rate Schedules
P-3ED-F11 and P-SED-FP11,
respectively. Under Rate Schedule P~
SED-F11, the provisional rates for fiim

'FERG confirmed and appreved Rate Order No.
WAPA-140 on April 28, 2009, in Docket No. EF09-
5031-000. Sec United States Department of Energy,
Wastern Area Power Administration, Pick-Sloan
Missouri Basin Program, 127 FERC 4 62,075,

electric services will resultin a
combined composite rate of 33.25 mills/
kwhi The energy rate will be 19,05
milis/kWh (a Base component of .53
miils/kWh and a Drought Adder
component of 9.52 mills/kWh), and the
capacity rate will be $7.65/kWmonth {a
Base compaonent of $3.80/kWmonth and
a Drought Adder component of $3.85/
kWmonth}, Under Rate Schedule P—
SED-FP11, the provisional rates for firm
peaking electric services consist of a
capacity charge of $8.90/kWmonth {a
Base componeni of $3.45/kWmonth and
a Drought Adder component of $3.45/
kWmonth) and an energy charge of
19.05 mills/kWh {a Base component of
.53 mills/kWh and a Drought Adder
component of 9.52 mills/kWh),

By Delegation Order No, $0--037.00,
effoctive December 8, 2001, the
Secrelary of Energy delegated: {1) The
authority to develop power and
transmission rates to the Administrator
of Western; (2) the authorily to confirm,
approve, and place such rates into effect
on an interim basis to the Depuly
Secretary of Energy; and (3) the
authority 1o confirm, approve, and place
inte effect on a final basis, to remand,
or te disapprove such rates to FERC.
Existing Department of Energy {DOE)
procedures for public participation in
power rate adjustiments {10 CFR part
903) were published on September 18,
1985,

tnder Delegation Order Nos, 00—
037.00 and 00~-001.00C, 1¢ CFR parl
903, and 18 GFR part 300, | hereby
confinm, approve, and place Rate Order
No. WAPA-147, the proposed P-
SMBP—EL firm power, and firm
peaking power rates Into effect on an
interim basis,

The new Rate Schedules P-8ED-F11
and P=SED-FP11 will be promptly
submilied 10 FERC for confirmation and
approval on a final basis.

Dated: December 14, 2009,

Danijel B, Poneman,
Depuly Secretary of Energy,

Department of Energy Deputy Secretary

In the matter of: Western Arvea Power
Administration Rate Adjustment for the
Pick-Sloan Missouri Basin Program-—
Iastern Division; Rate Order No.
WAPA-147; Order Confirming,
Approving, and Placing the Pick-Sloan
Missourt Basin Program—IEastern
Divigion Firm Power and Fiym Peaking
Power Service Rates into Effect on an
Interim Basis,

The firm and firm peaking electric
service rales for the Pick-8loan Missouri
Basin Program—FEastern Division were
established in accordance with section
302 of the Department of Energy (DO}

Organization Act (42 U.8.C. 7152). This
Act transferred to and vested in the
Secretary of Energy the power marketing
functions of the Secretary of the
Department of the Interior and the
Bureau of Reclamation under the
Reclamation Act of 1902 (ch. 1093, 32
Stat. 388), as amended and
supplemented by subsequent laws,
particularty section 9(c) of the
Rectamation Project Act of 1939 (43
11.5.C. 485h(c}) and section § of the
Flood Control Act of 1944 (16 U.S.C.
825s) and other acts that specificaily
apply to the project involved.

By Delegation Order No. 00-037.00,
effective December 6, 2001, the
Secretary of Energy delegated: {1) The
authority to develop power and
transizission rates fo the Administrator
of Western; (2) the authority to confinm,
approve, and place such rates into effect
an an inferim basis to the Deputy
Secratary of Energy; and (3) the
authority to confirm, approve and place
into effect on a final basis, 10 remand,
or lo disapprove such rates to the
Federal Energy Regulatory Commission
(FERC). Existing DOE procedures for
public participation in power raie
adjustments (10 CFR parl 903) were
published on September 18, 1985,

Acronyms and Definitions

As used in this Rate Order, the
following acronyms and definitions
apply:

Administrator: The Administrator of the
Waostern Area Power Administration.

Bage: Revenue requirement compenent of
e power rate including annual operation
and maintenance expenses, invesliment
repayment and associated interest, normal
timing power purchases, and transmission
uosls,

Capacily: The electric capability of a
generator, ransformer, ransmission cireuit,
or olher equipment. s expressed in
kiloweatts.

Capacity Charge: The rate which sets forth
the charges for capacity. It is expressed in
dollars per kilowattimonth,

Cemposite Raie; The rate for commercial
lirm power which is the total annual revenue
requirement for capacity and energy divided
by 1he tolal annual energy sales. 1L is
expressed in mills per kilowatthour and used
for comparison purposes.

CROD: Contract Rate of Delivery. The
maximum amonnl of capacily and energy
alleeated to a preference Customer for a
period specified under a contract.

Cuslomer: An enlity wilh a contract (hat is
recelving service from Western’s Upper Great
Plains Region.

Deficits: Delerred or unrecovered annual
and/or tnterest expenses,

DOE: United Stales Deparlment of Energy.

DOE Order RA 6120.2: An erder outlining
power marketing administralion financial
reporting and rate-making procedures,
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BProught Adder: Formula-based revenue
regquirement componenl including costs
associated witl: the drought.

Energy: Measured in terms of the work i
is capable of deing over a period of time. It
ig expressed in kilowatthours,

fnergy Charge: The rate which sets forth
the charges for energy. It is expressed in mills
per kilowatthour and applied 10 each
kilowatthour delivered to each Customer,

FERC: Federal Energy Regulatory
Commission.

Fiyp: A lype of product and/oer service
available al the time requested by the
Customer.

FRN: Yederal Register notice.

Fry-Ark: Fryingpan-Arkansas Project.

FY: Fiseal year; Getober 1 Lo Seplember 30.

kW: Kilowait—the electrical unit of
capacily thal equals 1,000 walls.

kwh: Kilowalthour--the electrical unil of
anergy thal oquals 1,000 watis in 1 hour.

KWmonih: Kilowallmonltlr—the electrical
uni{ of the monthly amount of capacity.

LAP: Loveland Avea Projects,

mills/kWh: Mills per kilowatthour-—the
unit of charge for encrgy (equal to one enth
of a cenl or one thousandth of a doBar),

MIV: Megawatl—the electrical unit of
capacity that equals 1 million watts or 1,000
kilowatls.

NEPA: National Envirenmental Pelicy Act
ol 1969 (42 11.5.C. 43214347 (2003}).

Non-timing Power Purchases: Power
purchases that are not related to operalional
conslraints such as management ol
endangered species, species habital, waler
guality, navigation, control area purposes,
ele.

O&M: Operalion and Maintenance,

P-SMBP: The Pick-Sloan Missouri Basin
Program.

P-SMBP-I11): Pick-8loan Misscuri Basin
Program—IEastern Division.

P-SMBP-WI: Pick-Sloan Missouri Basin
Program-—Weslern Division.

Power: Capacily and cnergy.

Power Faelor: The ratio of veal to apparent
power alany given poinl and time in an
clectrical cirouit. Generally, il is expressed as
a percentage.

Preference: The provisions of Reclamalion
Law which require Weslern to first make
Federal power avatlable e certain entities.
Far example, section 9{c) of the Reclamation
Project Act of 1939 (43 U.S.C. 485L(¢)) stales
that preference in the sale of Federal power
shall be given lo mmicipalities and other
pubdic corporations or agencies and also to
cooperatives and olther nonprofit
arganizations {inanced in whole or in parl by
loans made ander the Rural Electrilication
Act ol 1936,

Provisional Rate: A rale which has been
confirmed, approved, and placed into ellect
on an interim basis by the Depuly Secretary
of Energy.

PRS: Power Repayment Study.

Role Brochure: A July 2009 docament
explaining the rationale and background for
the rale proposal conlained in Lhis Rale
Order.

Reclamation: The United States
Departmenl of the Interior, Burean of
Reclamation.

Reclamation Law: A series of Federal laws
that contain the [ramework under which
Western markets power.

Revenue Requirement; The revenue
required to recover annual expenses (such as
&M, purchase power, (ransmission service
expenses, inlerest, and deferred expenses)
and repay Federal investments and other
assipned costs,

BMR: The Rocky Mountain Custonier
Service Region of the Western Area Powor
Administration.

UGPR: The Upper Greal Plains Customer
Service Region of the Western Area Power
Administration.

Western: The United Stales Department of
Energy, Western Area Power Administration,
Effective Date

The new provisional rates wili take
effect on the first day of the first full
billing period beginning on or after
January 1, 2010, and will remain in
effect until December 31, 2014, pending
appreval by FERC on a final hasis.

Public Notice and Comment

Western followed the Procedures for
Public Participation in Power and
Transmission Rate Adjustments and
Extensions, 10 CFR part 903, in
developing these rates. The steps
Western tock to involve inlerested
parlies in the rale process were:

1. The proposed rate adjustment
process began March 17, 2009, when
Waestern's UGPR mailed a notice
announcing informal Customer
meetings to all P-SMBP-ED preference
Customers and interested parties. The
informal meetings were held on April
15, 2009, in Sioux Falls, South Dakota,
and on April 16, 2009, in Northglenn,
Colorado. At these informal meetings,
Westarn explained the rationale for the
rale adjustment, presented rale designs
and methodologies, and answered
quastions.

2. A Federal Register notice,
published on July 14, 2008 (74 FR
34012}, announced the proposed ralos
for P-SMBIP-ED, began a public
consultation and comment period and
announced the public infermation and
public comment forums.

3. On July 14, 2609, Western mailed
letters to all P-SMBP-ED preference
Customers and interested parties
transmitling the FRN published on July
14, 2009.

4, On August 18, 2009, al 9 aan.
(M), Western held a public
information forum at the Ramada Plaza
Hotel in Northglenn, Colorado. Western
provided updates to the proposed firm
powaer rates for the P=SMBP, which
encompasses the P~-SMBP-ED and LADP
rates. Western also answered questions
and gave notice that more information
was available in the rate brochure.

5. On August 18, 2008, at 11 a.m.
(IMDT), following the public information
forum, at the same location, a public
comment forum was held. The comment
forum gave the public an opportunity to
comment for the record. No oral or
written comments were received at this
forum.

6. On August 19, 2009, at 9 a.m.
{(CDT), Western held a public
information forum at the Holiday Inn in
Sioux Falls, South Dakota, Western
provided updates to the proposed firm
power rates for the P-SMBP-ED.
Western also answered questions and
gave netice that more information was
available ir the rate brochure.

7. On August 19, 2009, al 11 am,
(G, following the public information
forum, and at the same location, a
public comment forum was held. The
comment forum gave the public an
opportunity to comment far the record.
Twao oral comments and two exhibits
were received at this forum.

8. Western provided a websiie which
containg all of the lelters, time frames,
dates, and localions of forums,
documents discussed at the information
meetings, FRNs, rate brochure, and all
otlier information about this rate process
for eagy Customner access. The Web site
is localed at hitp//www o wapa.gov/ugp/
rates/2010FinnRateAdjust.

9. During the consultation and
comment period, which ended October
13, 2009, Weslern received one
comment letter,

All comments received have been
considered in preparing this Rate Order.
Comments

Written comment was received from
the following organization: Mid-West
Electric Consumers Association,
Colorado.

Twao representatives of the following
organization made oral comments and
submiiled exhibits: Rosebud Sioux
Trihe’s Utilities Connmission, South
akota.

Project Description

The P-SMBP was authorized by
Congress in Section 9 of the Flood
Conirel Act of December 22, 1044,
commonly referred to as the Flood
Control Act of 1944, This multipurpose
program provides flood control,
irrigation, navigation, recreation,
preservation and enhancement of fish
and wildlife, and power generation.
Multipurpose projects have been
developed on the Missouri River and its
tributaries in Colorado, Montana,
Nebraska, North Dakota, Scuth Dakola,
and Wyoming.

In nc%dition 1o the multipurpose water
projects authorized by Section § of the
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Flood Control Act of 1944, certain other
existing projects have been integrated
with the P-SMBP for power marketing,
operafion, and repayment purposes. The
Colorado-Big Thompson, Kendrick, and
Shoshone Projects were combined with
the P-SMBP in 1954, followed by the
North Platte Project in 1959, These
projects are referred to as the
“Integrated Projects” of the P~SMBP.

The Flood Control Act of 1844 also
authorized the inclusion of the Fort
Peck Project with the P-SMBP for
operation and repayment purposes. The
Riverton Project was integrated with the
P-SMBP in 1954 and in 1970 was
reavnthorized as a unit of P-SMBP.

The P-SMBP is administered by two
regions, The UGPR, will a regional
office in Billings, Montana, markels
power from the Bastern Division of P-
SMRBYP, and the RMR, wilh a regional
office in Loveland, Colorado, markets
the Western Division power of P~SMBD.
‘The UGPR markets power in western
fowa, western Minnesota, Montana east
of the Continental Divide, North Dakota,

South Daketa, and the eastern two-
thirds of Nebraska. The RMR markets P
SMBP—WD power, which in
combination with Fry-Ark power is
known as LAP power, in northeastern
Colorado, east of the Continental Divide
in Wyoming, west of the 101st meridian
in Nebraska, and most of Kansas. The P-
SMBP power is marketed to
approximately 300 firm power
Customers by the UGPR and
approximately 54 firm power Customers
by the RMR.

Power Repayment Study—[Firm Power
Rate

Western prepares a PRS each FY to
determine if revenues will be sufficient
to repay, within the required time, all
costs assigned Lo the P-SMBP.
Repaymenti criteria are based on
Western's applicable laws and
legislation, as well as policies including
DOE Order RA 6120.2. To meet Cost
Recovery Criteria outlined in DOE Order
RA 6120.2, a revised study and rate
adjustment has been developed to

demonstrate that sufficient revenues
will be coliected under proposed rates
to meet future obligations,

Exisling and Provisional Rates
astern Division

Under Rate Schedule P-SED-F10, the
composite rate is 29.34 mills/kWh, the
firm energy rate is 16.71 mills/kWl, and
the firm capacity rate is $6.80/
kWmonth, For Rate Schedule P-SED-
FP10 the firm poaking capacity rale is
$6.20/kWmonth. These Rate Schedules
are formula based with Base and
Drought Adder compenents and provide
forup to a 2 mills/kWh increase in the
Drought Adder companent.

The current rate adjustment reflects a
rate increase hased on the P-SMBP FY
2008 PRS, The PRS sets the total annual
P-SMBP—ED revenue requirement for
FY 2010 for fivm and fiom peaking
eleciric service at $320.2 million, ora
13.1 percent increase.

A comparison of the existing and
provisional firm power and firm
peaking power rates follow:

TABLE 1-—COMPARISON OF EXISTING AND PROVISIONAL RATES PICK-SLCAN MISSOURI BASIN PROGRAM-—EASTERN

DIviSIOoN
Current rates Provisional rates
. . . Percent
Firm electric service P-SED-F10/P- | P-SED-F11/P- | change
SED-#P10 SED-FP11
Rate Schedules:

Firm and Firm Peaking Revenue Reguirement {miflion) ........ccoeviiieoieiin e $283.0 $320.2 1341
Composite Fate (mills/KWh) ..o 20.34 33.25 13.3
Firm Capacity Rate (/KWIMDMN) ..o et eee s eee e $6.80 $7.65 12.5
Firm Energy Rate {millsfkWh) ........... 16.71 19.06 14.0
Firm Peaking Capacity Rate {(/kWmonth) . $6.20 $6.90 1.3
Firm Peaking Energy Rate (MillsAWR) T e 16,71 19.058 14.0

*Firm Peaking Energy is normally returned. This rale will be assessed in the event Firm Peaking Energy is not returned.

Western Pivision

The LADL rate is designed fo recover
the P-SMBP—WD revenue requirement
for the P=-SMBP and the revenue
requirement for Fry-Ark, The
adjustment 1o the LAP rate is & separale
formal rate process which is
documented in Rate Order No. WADPA-
146. Rate Order No. WAPA-146 is also
scheduled to go into effect on the first
day of the first full billing period on or
after January 1, 2010.

Certification of Raies

Western's Administrator certified that
the provisional rates for P~SMBP—ID
firm power and firm peaking power
rates under Rate Schedules P-SED-T 11
and P-SED-FP11 are the lowesl
possible rales consistent with sound
lrusiness principles. The provisional
rates were developed following

administrative polictes and applicable
laws,

PoSMBP—ID Firm Power Rate
Discussion

Waostern is required to eslablish power
rates sulficient to recover operation,
maintenance, purchased power and
interest expenses, and repay power
investment and irrigation aid.

The P-SMBP-ED firm power and [irm
peaking power rates must be increased
due 1o the financial impact of the
drought, increased annual expenses,
increased investiments, and increased
interest expenses associated with debt,

Under Rale Schedule P-SED-F11,
Western will continue identifying its
firmn electric service revenue
requirement using Base and Drought
Adder components. The Base
component is a fixed revenue
requirement that includes annual O&M

axpenses, investment repayment and
associated inlerest, normal liming
power purchases, and transmission
costs. Western's normal thming power
purchases are due to operalional
constraints {e.g., management of
endangered species habitat, water
gualily, navigation, etc.) and are not
associated with drought. The Base
component cannot be adiusted hy
Waestern without a public process.

The Drought Adder component is a
formula-based revenue requirement that
includes costs altributable to drought
conditions within the P-SMBP. The
Drought Adder component includes
cosls associaled with future non-timing
power purchases lo meet firm power
contractual obligations not covered with
available system generation due to the
drouglt, previously incurred deficits
due to purchased power debt that
resulted {rom non-timing power
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purchases made during this drought,
and the interest associated with drought
debt. The Drought Adder component is
designed to repay Western's drought
debt within 10 years {rom the time the
debt was incurred, using balloon-
payment methodology. For example, the
drought debt incurred by Western in FY
2008 will be repaid by FY 2018.

The annual revenue requirement
calculation will continue to be
summarized by the fallowing formula:
Annual Revenue Requirement = Base
Revenue Requirement + Drought Adder
Revenue Requirement. Under this
provisional rate, the P~SMBP-ED
annual revenue requirement eqguals
$332.8 miltion and is comprised of &
Base revenue requirement of $166

million plus a Drought Adder revenue
requirement of $166.8 million. Both the
Base and Drought Adder components
recover portions of the firm power
revenue requirement, finm peaking
power, and associated 5 percent
discount revenue necessary to equal the
P-SMBP-ED revenue requirement. A
comparisen of the current and proposed
rafe components are listed in Table 2.

TABLE 2—8UMMARY OF P-SMBP—ED RATE COMPONENTS

Existing rates Provisionat rales
P-SED-F10/P-SED-FP10 P-SED-F11/P-SED-FP11
. _t Drought . | Drought
Bas;c;gg;n adder Total Ba}soongg;n adder Total
p component ! componenit
Firm Capacity Bate (/KWMOonth) ..o $3.80 $3.00 $6.80 $3.80 $3.85 $7.65
Firm Energy Rate (mills/kWh) ... 9.27 7.44 16.71 9.53 9.52 19.06
Firm Peaking Capacity Rate (/lkiWmonth) . $3.40 $2.80 $6.20 $3.45 $3.45 $6.90
Firm Peaking Energy Rate (millsAAWh) 1 9.27 7.44 16,71 9.53 9.582 18.05

PFirm peaking energy is normally returned. This will be assessed in the event firm peaking energy is not returned.

As set forth in Table 2 above,
provisional Rate Schedule P-SEIN-11
has a firm capacity rate of $7.65/
kWwmonth and a firm energy rate of
19.05 mills/kWh. Under Rate Schedule
P-SED-FP11, the firm peaking capacily
rate will increase to $6.90/kWmonth, or
an 11 percent increase. Peaking energy
is either returned to Western or paid for
in accordance with the terms of the
contract between Western and the
peaking power Customer.

Continuing 1o identify the firm
electric service revenue requirement
using Base and Drought Adder
components will assist Western in
preseniing the effects of the drought
within the P-SMBP, demonstrating
repayment of the drought related costs,
and allow Western to be mare
responsive to changes in drought related
expenses. Western will continue (o
charge and bill Gustemers firm electric
service rates for energy and capacity,
which arg the sum of the Base and
Drought Adder componsnls.

Weslern reviews ifs firm electric
service rates annually. Western will
review the Base component afier the
annual PRS is completed, generally in
the first quarter of the calendar year, If
an adjustment 1o the Base component is
necessary, Western will inltiate a public

process pursuant to 10 CFR part 903
prior o making an adjustment.

In accordance with the original
implementation of the Drought Adder
component, Western will continue to
review the Drought Adder component
cach September to determine if drouglit
costs differ from those projected in the
PRS. If drought costs differ, Western
will determine if an adjustment fo the
Drought Adder component is necessary.
Waestern will notify Customers by letter
each October of the planned
incremental or decremental adjustment
and implement the adjustment in the
January billing cycle. Although
decremental adjustiments to the Drought
Adder component will oceur ag drought
costs are repaid, the adjustments cannot
result in a negative Drought Adder
component, To give Customers advance
notice, Western will conduct a
praliminary review of the Drought
Adder component in early summer and
nolily Customers by letier of the
estimated change to the Drought Adder
component for the following January.
Waestern will verify the final Drought
Adder component adjustment by
nofification in the October letter o the
Customers. Iimplementing the Drought
Adder compenent adjustment on
January 1 of each year will help keep

the droughl deficits from escalaling as
quickly, will lower the interest expense
due 1o drought deficits, will
demonstrate responsible deficit
management, and will provide prompt
dronght deficit repayments,

Western’s current and provisional rate
schedules provide for a formula-based
adjustment of the Drought Adder
component of up to 2 mills/kWh. The 2
milis/kWh cap is intended to place a
limit on the amount the Drought Adder
formula can be adjusted relative to
associated drought costs without
initiating a public process to recover
costs attributable to the Drought Adder
formula rate for any one-year cycle.

Statement of Revenue and Related
Expenses

The following Table 3 provides a
summary of projectad revenus and
expense data for the total P-SMEP,
including both the Bastern and Western
Divisions, firm eleciric service revenue
requirement through the S-vear rate
approval period,

The firm power rates for both
divisions bave been developed with the
following revenues and expenses for the
P-SMBP:

TABLE 3—ToTAL P-SMBP FirM POWER COMPARISON OF 5-YEAR RATE PERIOD (Y 2010-20%4)

{Total revenues and expenses]

Current rate P"O‘:;Sti;nal Difference
{$000) ($000) {3000)
TOWRI FRBVEIIUES L.1iviiiesisiiist st st ts ettt ettt e e et e e s eeessemteas e ren s s eseerma et seanestsseobasseenabe s $2,417,467 $2,625,336 $207,839
Ravenus Distribulion
Expenses:
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TABLE 3—T0TAL P-SMBP FiRM POWER COMPARISON OF 5-YEAR RATE PgRiOD (FY 2010-2014)—Continued

fTotal revenues ang expenses}

Current rate Progsiganal Difference
{3000} ($000) {$000)
[0 O O SO DT O U 859,559 904,884 45,325
PUICRASEA POWET .ttt b sttt te e se e te e ereaeete e erera s s 431,180 440,038 8,858
L] LCTE=] OO DS S SRU PO 639,356 650,671 11,315
TRANSIUSSION  vtrrrvvriirrreerire ittt s ittt s serssessaesssees s eesensseeeseesssasesmsaessstes et senseneraesreeensessrees 55,963 G5,8563 (H10)
TOIEN EXPENSES ..ttt e b st e e enee et seteeeee e s sme s enne s eane e e eees 1,896,058 2,061,446 65,388

Principal Payments:

Capitalized Expenses (DefiChS] 1 ettt e sea st e re 361,517 483,252 131,735
Original Project and AdUIfIoNS b oot ettt 1,546 10,414 8,868
Heplacements 2,704 4,825 2,121
frrigation Ald ... (5,672 55,399 (273)

Total Prncipal PayIMBIS ..o sttt as e s et s eae e e 421,439 563,890 142,451
Total Revenue DISHIDULON ..o e bes b e s re e s e tensesenene 2,417,497 2,625,336 207,839

YDue to the deficit or near deficit conditions between 1999 and 2008, revenues generaled in the cost evaluation period are applied toward re-
payment of deficits rather than repayment of project additions and replacements. All deficits are projected to be repaid by 2017,

Basig for Rate Development

The existing rales lor P-SMBP-JD
firm power in Rate Schedule P-SED-
1710, which expire December 31, 2013,
no longer provide sufficient revenues Lo
pay all annual costs, including interest
expense, and repay investiment and
irrigation aid within the allowable
period. The adjusted rates reflect
increases due to the {inancial impact of
the drought, increased annual expenses,
increased investments, and increased
interest expense associated with
investments and drought deficits. The
provisional rates will provide sufficient
revenue to pay all annual costs,
including interest expense, and repay
power investimenl and irrigation aid
within the allowable periods. The
provisional rates will take effect on the
first full Billing period on or after
January 1, 2010, and will remain in
sffect on an interim basis, pending
FERC’s confirmation and approval of
them or substitule rates on a final basis,
through December 31, 2014.

Comments

The commenis and responses helow
regarding the firm and firm peaking

electric service rates are paraphrased for

brevity when not affecting the meaning
of the stalement(s}. Direct quoles from
comment letters are used for
clarification when necessary.

A, Conunent: One Customer
representative recognized the impacts
that the extended drought has had on
the current financial status of the P~
SMBI? and stated that the repayment of
Federal investment through Federal
power rates is taken very seriously by
the Customers, This Customer

represenlative also stated that, while
recent forecasts of Pick-Sloan generation
suggest improved revenues ever those
projected when Western began this
public process, the custamer
representative does not think it would
he appropriate for Westem to altempt 1o
adjust ils proposad rate in the middle of
this public process, The Customer
representative noted that, should
generation and revenues witness a
dramatic improvement, Western has the
capability 1o adjust the Drought Adder
up to 2 mills without going through a
full public process.

Response: Western acknowledges the
financial impact of the extended
draught and the need for a fizm power
rate increase, as well, Western
recognizes the Firm Power Customer’s
serious commitment lo power
repayment. Weslern agrees that it would
nol he appropriate to adjust the
proposed rate in the middle of this
public process, bul recognizes that it has
tha abiliy to make subsequent changes
to the rate through the Drought Adder
it the event of changes in forecast
generation and revemses.

3. Comment: Two comments
indlicated that rates were increased 22
percent last year by their electric co-op
serving the matority of Rosebud Sioux
Trile (Tribe) members. The concern is
that an additional rate increase will
have a big impact on Tribal members,
One commenter stated the co-op will
disconnect Tribal member's power even
in winter months, which can be life-
threatening. The LIEAP (Low Income
Energy Assistance Program) has
fluctualed up and down. Rosebud Sioux
Tribe Utilities Commission appreciates

the efforts of Western, but cannat afford
another rale increase. A position paper

was submitled to Western along with a

resolution passed by the Tribal council

supporting the position.

The position paper states that the
Resebud Sioux Tribe, which is located
within Todd Gounty and known lo be
one of the 10 poorest counties in the
nation with an unemployment rate
above 80 percent, opposes and cannot
support the proposed firm electric 2010
rate adjustment, The position paper
further states that a rate increase would
directly affect Tribal members who have
signed up for the Tribal Bill Crediting
Program by decreasing the amount of
credit on monthly electric bills.

Response: Western acknowledges the
financial impacts of a firm power rate
increase and the poverly level which the
Tribe continues lo endure, The criteria
for formulating & base rate is directly
related 1o Weslern's costs and is not
determined by the end-users’ ability to
pay. Western is only a partial power
supplier to the co-op and may not be the
sole reason for a co-op rate increase.
Western believes that as water relurns {o
the Missouri River Basin and repayment
obligations are met, the Drought Adder
component of the rate will be reduced.

The Bill Crediting Prograin mentioned
is not directly related to this rate
adjustment. The Tribal benefit from the
Bill Crediting Program is derived from
the difference between Western's
composiie rate and the supplemental
power supplier’s composite rate. While
this rate adjustment will increase
Western's composite rate, it is likely
that the composite rates for the
supplemental power suppliers will
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increase over time, and off-set the
impact of this rate increase.

C. Comment: One commenter
acknowledged that Western is working
with Basin Electric onan
interconnection agreement for a 100~
MW wind farm at Wessington Springs
or Winner, The commenter hopes
Western looks at the transmission
capacity and considers the proposed
Tribal wind farms, The Rosebud Sioux
‘Tribe was the recipient of a $1.5 million
grant from the Department of Energy for
renewable energy on Tribal homelands
and hopes Western will support their
economic efforts.

Response: This comment is nol
directly related to the proposed firm
power raie action. As set forth in the
American Recovery and Reinvestment
Act of 2009, Western is actively
evahualing lransmission proposals to
supporl renewable energy.

Availability of Information

Information about this rale
adjustment, including the PRS,
comments, letters, memorandums, and
other supporting materials that was
used to develop the provisional rates is
available for public review in the Upper
Great Plains Regional Office, Western
Area Power Administration, 2900 4th
Avenue North, Billings, Montana,

Ratemaking Procedure Requirements
Environmental Compliance

In compliance with the National
Envirenmental Policy Act (NEPA) of
1969 {42 11,5,C, 4321-4347); Council on
Environmental Quality Regulations (40
CFR parts 1500-1508); and DOE NEPA
Regulations (10 CFR part 1021}, Western

Base Capacity =

Base Energy =

Drought Adder: A formula-based
revenue requirement that includes

Drought Adder Capacity =

Drought Adder Energy =

Process: Any proposed change to the
Base component will require a public
process.

has determined that this action is
categoricatly excluded from preparing
an environmental assessment or an
environmental impact statement,

Betermination Under Executive Order
12866

Western has an exemption from
centralized regulatory review under
Executive Order 12866; accordingly, no
clearance of this notice by the Office of
Management and Budget is required,

Subunission 1o the Federal Energy
Regulatory Commission

The provisional rates herein
confirmed, approved, and placed inlo
effect, together with supporting
documents, will be submitted to FERC
for confirmation and final approval.

Order

In view of the foregoing and under the
authority delegated to me, 1 confirm and
approve on an interim basis, effective on
the first full billing period on or after
January 1, 2010, Rate Schedules P=SED-
1711 and P=SED-FP11 for the Pick-Sloan
Missouri Basin Program—LEastern
Division Project of the Western Area
Power Administration. These rate
schedules ghall remain in effect on an
interim basis, pending FERC’s
confirmation and approval of them or
substitute rates on a final basts through
December 31, 2014,

Dated: December 14, 2009,

Daniel 3. Peneman,

Depuly Secretary of Energy.

Raie Schedule P-SED-F11
(Supersedes Schedule P-5SED-F10)
fanuary 1, 2010

50% x Base Revenue Reguirement

Firm Metered Billing Units

30% x Base Revenue Requirement

Annual Energy

fwlure purchase power above timing
purchases, previous purchase power

= 0,53

50%x Drought Adder Revenue Requirement

United Stafes Department of Energy
Western Area Power Administration

Pick-Sloan Missouri Basin Program—
Eastern Division Montana, North
Dakota, South Dakota, Minnesota,
Towa, Nebraska

Schedule of Rates for Firm Power
Service {Approved Under Rate Order
No. WAPA-147)

Effective: The first day of the first full
billing period beginning on or after
January 1, 2010, through December 31,
2014,

Available: Within the marketing area
served by the Bastern Division of the
Pick-Sloan Missouri Basin Program.

Applicable: To the power and energy
delivered to Custemers as firm power
service.

Character: Ailel'naling cuarrent, §0
hertz, three phase, deliverad and
melered al the voltages and points
established by centract.

Monthly Rate:

Capacity Charge: $7.65 for each
kilowall per month kWmao) of billing
capacify.

<nergy Charge: 19.06 mills {or each
kilowatthour (kWh) for all energy
delivered as firm power service.

Billing Capacity: The billing capacity
will be as defined by the power sales
contract.

Charge Components:

Base: A fixed revenue requirement
that includes operation and
maintenance expense, investments and
replacements, interest on investments
and replacements, normal timing
purchase power {purchases due lo
operational constraints, not associated
wilh drought), and trangmission costs.

= $3.80/kWmo

mifls/kWh

drought deficits, and interest on the
purchase power drought deficits.

Firm Metered Billing Units

50%x Drought Adder Revenue Requirement

= $3.85/kWmo

= 0,52 mills/k'Wh

Annual Energy

The Drought Adder may be adjusted
annually using the above formulas for
any costs atiributed to drought of less
thay or equal to the equivalent of 2

mills/kWh to the Power Repayment
Study composite rate. Any planned
incremental adjustment to the Drought
Adder greater than the equivalent of 2
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mills/kWh to the PRS composite rate
will require a public process.

Adjustments:

For Character and Conditions of
Service: Gustomers who receive
deliveries at transmission voltage may
in some instances be eligible to receive
a 5-percent discount on capacity and
energy charges when facilities are
provided by the Customer that results in
a sufficient savings te Western to justily
the discount, The determination of
alipibility for receipt of the voltage
discount shall be exclusively vested in
Western.

For Billing of Unauthorized Qverruns:
For each billing period in which there
is a contract violation involving an
anauthorized overrun of the contractual
firmy power and/or energy obligations,
such overrun shall be billed at 10 times
the above rate,

For Power Factor: None, The
Customer will be required te maintain &
power factor at the point of delivery

Base Capacity =

Drought Adder: A formula-based
revenue requirement that includes

Drought Adder Capacity =

Precess: Any proposed change Lo the
Base component will require a public
process.

The Drought Adder may be adjusted
annuaily using the ahove formula for
any cosls allribuied o drought of less
than or equal 1o the equivalent of 2
mitls/kWh to the Power Repayment
Study composite rate. Any planned
incrernental adjustment 1o the Drouglit
Adder greater than the equivalent of 2
mills/kWh to the PRS composite rate
will require a public process.

Billing Capacity: The billing capacity
witl be the greater of (1) the highest 30-
minute integrated capacity measurad
during the month up to, but not in
excess of, the delivery obligation under
the power sales contract, or (2) the
contract rate of delivery.

Adjustiimenis:

Billing for Unauthorized Overruns:
For gach billing period in which there
is a contract vielation involving an
unauthorized overrun of the contractual
obligation for peaking capacity and/or

between 95-percent lagging and 95-
percent leading.

Rate Schedule P-SED-FP11
{Supersedes Schedule P-SED-FP10)
January 1, 2010

United States Department of Energy
Western Area Power Administration

Pick-Sloan Missouri Basin Program-—
Eastern Division Montana, North
Dakota, South Dakota, Minnesota,
Towa, Nebraska

Schedule of Rates for Firm Peaking
Power Service (Approved Under Rate
Order No. WAPA-147)

Effective: The first day of the first full
hilling period beginning on or after
January 1, 2010, through December 31,
2014,

Available: Within the marketing area
served by the Fastern Division of the
Pick-Sloan Missouri Basin Program, to
our Customers with generaling
resowrces enabling them to use firm
peaking power service,

Base Peaking Capacity Revenue Requirement

Peaking CROD Billing Units

future purchase power above timing
purchases, previcus purchase power

Drought Adder Peaking Capacity Revenue Requirement

Applicable: To the power sold te
Customers as firm peaking power
service.

Character: Alternaling current, 80
hertz, three phase, delivered and
metered at the voltages and points
established by contract.

Monthly Rate:

Capacity Charge: $6.90 for each
kilowatt per month (kWmo) of the
effective contract rate of delivery for
peaking power or the maximum amount
scheduled, whichever is greater.

Energy Charge: 19.05 mills for each
kilgwattheur (kWh) for all energy
scheduled for delivery without returmn.

Charge Components:

Base: A fixed revenue requirement
that includes operation and
maintenance expense, investment and
replacements, normal timing purchase
power (purchases due le operational
constraints, not associated with
drought), and ransmission costs,

$3.45/kWmo

draught deficits, and interest an the
purchase power drought deficits.

Peaking CROD Billing Units

energy, such oversun shall be billed at
10 times the above rate.

[FR Doc. B9-30149 Filed 12-17-09; 8:45 am]

BILLING CODE 6450-01-P

=3$3.45/kWmo



