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Background information

Website  --     http://www.wapa.gov/rm/rm.htm/2004RateAdjustments
General information

Power Rate Setting and Repayment  (booklet on Western’s website)
FY 2002 Final PRS
Fryingpan-Arkansas Project
April 2003
The final Power Repayment Study (PRS) for FY 2002 was prepared in January 2002.  Final information from the close of Fiscal Year 2002 was used.  Cost and investment projections in the Study were based upon the FY 2004 work plans for Western and the Bureau of Reclamation.  The lowest possible revenue requirement is $12,817,544 for FY 2004.  This is up from $12,278,840 for FY 2003 in the FY 2001 PRS (4.4%), but still below the approved revenue requirement of $12,855,560.

Generation

Since the Mount Elbert Powerplant is a pumped-storage powerplant, the plant’s operation is relatively independent of regional hydrologic conditions.  The average annual project water delivery through the Mount Elbert Conduit is approximately 104,800 acre-feet, producing 39.5 GWh of flow-through energy.

O&M Expense
O&M projections in the Study were based upon the FY 2004 work plans proposed for Western and the Bureau of Reclamation.
Purchased Power

The Loveland Area Projects has 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.

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 Bureau of Reclamation.
Study Solution 

The existing revenue requirement ($12,855,560) meets all requirements for annual expenses and capital repayment.  No increase is necessary.

FY 2003 Preliminary (Rate Setting) PRS
Fryingpan-Arkansas Project
April 2003
After completion of the final FY 2002 PRS, we began gathering the projections for the Preliminary Rate Setting PRS.  Western and Bureau work plans for FY 2005 are close to completion.  This is the basis for the future O&M, Replacement and Investments costs for the FY 2003 PRS.  As the work plans are developed we review the rate impacts.  Most are due to normal inflation and any program changes are discussed in the work plans.  

Changes from the Final FY 2002 PRS

O&M Expense
O&M projections in the Study were based upon the FY 2005 work plans proposed for Western and the Bureau of Reclamation.  This adds an additional year in the 5-year budget window.  The O&M out-year is increased by 4.77% over the FY 2004 work plan out-year.
Purchased Power

The Loveland Area Projects has experienced severe drought for the past three years and it is continuing.  Purchased Power amounts are significant both as recorded in 2001, 2002, and projected in 2003.  Instead of projecting current conditions out for 50 years, as has been previously assumed, the study now projects 2 years based on timing differences between generation and load and operations issues.  This change represents an approximate 7% decrease in the revenue requirement.

Transmission Expense
In previous PRSs the transmission expense has been projected through 2010, the termination date of the transmission contract with Public Service.  Since the need for transmission is uncertain at this time due to on-going RTO analysis, the projections have been changed to include 3 additional years ($3.8 million per year), for a total of 10 years of projections.  This should allow time to either join an RTO or negotiate another contract.  This change represents an approximate 3% increase in the revenue requirement.

Replacements and Investments 

Capital project Replacements and Investment projections in the Study were based upon the FY 2005 work plans proposed for Western and the Bureau of Reclamation.  The BOR replacements are increased 58.73% over the FY 2004 work plan replacements.  This is mainly due to exciter replacements, elevator refurbishment, and a power cable replacement at Mount Elbert Powerplant.

Study Solution

The existing revenue requirement ($12,855,560) meets all requirements for annual expenses and capital repayment.  No increase is necessary.
 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 flow-through energy out of Mount Elbert.
Peaking Capacity - This is revenue received/projected from sales of firm capacity.

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

Transmission and Ancillary Services - 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 shaping and storage revenue from RMGC, delinquent payment fees, etc.

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

O&M – O&M expenses are separately prepared by Bureau of Reclamation and the Rocky Mountain 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.  

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. 
Preliminary

Rate Setting Options

Loveland Area Projects
	Option
	Composite Rate (mills/kWh)
	Percent Increase
	Implementation Date
	Pick-Sloan Western Division Rev. Req. (millions)
	Fry-Ark Rev. Req. (millions)
	Capacity Charge ($/kW-month)
	Energy Charge (mills/kWh)

	Existing
	21.7
	
	Oct 1994
	$31.4
	$12.9
	$2.85
	10.85

	
	
	
	
	
	
	
	

	2 Step
	23.6
	8.6%
	Jan 2004
	$35.2
	$12.9
	$3.09
	11.77

	
	24.2
	2.9%
	Oct 2004
	$36.5
	$12.9
	$3.17
	12.10

	
	
	
	
	
	
	
	

	1 Step
	24.14
	11.3%
	Jan 2004
	$36.4
	$12.9
	$3.18
	12.07


Process and Meetings
http://www.wapa.gov/rm/rm.htm/2004RateAdjustments
The Rocky Mountain Region and the Upper Great Plains Region of the Western Area Power Administration are hosting four informational meetings to discuss proposed firm power rate adjustments for Loveland Area Projects and Pick-Sloan Missouri Basin Program-Eastern Division 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: image1.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 Dan Payton at dpayton@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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