May 14, 2003 Informal Rates Meeting Notes
Western presented rate concepts and designs for post 04 products and services at the informal rates meeting.  The slides containing the rate information presented at the meeting are on the website at http://www.wapa.gov/sn/p04/rates.asp.  All of the rate information is preliminary and subject to change.  Available cost data is contained in the slides. To ensure non-discriminatory treatment of all participants, comments and/or questions on the rate information presented at the informal rates meeting must be submitted to Western at the web site above. Comments and/or questions must be submitted by close of business June 3rd.  Western will post responses to the questions and/or comments received through the website by July 11th.  

Below is a summary of the questions/comments from the informal rates meeting and Western’s responses.  Questions and responses may be paraphrased for brevity and clarity. 
Base Resource (BR) and First Preference
Question: Western mentions shifting the BR Annual Revenue Requirement (ARR) based on a 2001 generation profile.  Will Western update this information?  Will Western post the generation data used on the web site? 
Response: Western plans to look at additional years and conduct a more in depth analysis. However, Western anticipates that the bulk of the CVP generation will occur between the months of April and September regardless of the year. CY01 was a below average generation year.  Average generation after meeting project use is about 3600 GWH.   The generation data used by Western to shift BR ARR will be provided as part of the formal rate process. 
Question: In the definition of BR, why is “existing purchase power contracts” included since the Enron contract is gone? 

Response: The BR definition is from the 2004 Marketing Plan FRN.  
Question: How much of the $42 Million power ARR will be recovered from project use loads?  

Response:  Approximately $20 million of the $42 million power ARR is recovered from project use loads based on the new sub cost allocation methodology.  
Question: If the first preference customers’ monthly revenue requirement is based on the previous year’s usage, who pays if the actual usage is greater than the past year’s usage? How will it be trued up?  

Response:  Western will monitor and make adjustments to the first preference customers’ percentages of power ARR every six months. Western could also do a quarterly review to minimize under or over collection from first preference customers. 
Question: Will the shifts in BR ARR impact the Restoration Fund payments? The post 04 sub cost allocation process has identified $69 million of CVP power O&M expense; this does not match the O&M presented here.  

Response: The shifts in BR ARR to the April to September time frame will not impact the Restoration Fund payments.  The public process for Post 04 Restoration Fund collections is complete. The post 04 Restoration Fund collections allow for a mid year adjustment.  Customers pay their Restoration Fund costs based on their BR percentage as adjusted for exchange energy. 
The total CVP power O&M expense used for Western’s calculations was about $65 million, which is fairly close to the $69 million.  Of that about $20 million is recovered from project use loads and about $12 million is recovered through transmission service and other power related services revenues.  
Question:  Western provides an optional rate design for shifting dollars to coincide with generation versus a rate design that would be levelized over a 12 month period.  What is Western’s preference of these two designs? 

Response:  Western doesn’t have a preference.  Western shifted the BR ARR to minimize the rate volatility to the customers. Western introduced both rate design concepts to receive input from the customers. 

Exchange Energy
Question:  Does the donor BR percentage drop if another customer takes the exchange energy? Does the donor customer benefit from the sale of exchange energy to the market? If the donor doesn’t benefit, isn’t that a disincentive for them to participate in the Exchange Program? 

Response: If exchange energy is taken by another preference customer, the “donor” customer’s BR percentage is adjusted downward based on the energy provided to the exchange program. The customer receiving the exchange energy has their BR percentage adjusted upward based on the energy taken from the exchange program.  Regarding the benefit of the sale of exchange energy to the market, all federal receipts (revenues) from the sale of Federal power must be deposited into the Treasury.  However, Western will use the market revenues from the sale of exchange power to offset the BR revenue requirement for the customer group that gave up the exchange energy.  As for a disincentive to participate, any customer that has BR in excess of its load in any hour will have the excess put into the hourly exchange program for that customer’s group for that hour. 
Question: Would it be possible to allocate the costs for the BR percentage based on the actual amount used if some were sold to the market?  For example, if a customer gives up ½ of their BR percentage in a given month.  

Response:  In the case of a customer who does not have sufficient load on a monthly basis to take their full BR percentage, the seasonal exchange program provides for an adjustment of their BR percentage.  Their participation in this program would assist in aligning their costs with their actual BR deliveries for that period.    

Question: Based on a customer’s participation in the Exchange Program, the ARR/MRR will vary by month? How will this impact exchange energy accounting? Are these the only two options for BR ARR?  On Slide 23, referring to the BR revenue requirement, what is meant in the second bullet as the “remaining revenue requirement?”

Response: The ARR/MRR is not affected by a customer’s participation in the Exchange Program.  However, the customer’s BR percentage could change based on the Exchange Program.  If a customer participates in the hourly and/or seasonal Exchange Program and another customer uses this energy, the “donor” customer’s BR percentage will be adjusted accordingly. And the customer who received the exchange energy will have their BR percentage adjusted. The only adjustment to a customer’s BR percentage, which is how the BR ARR is recovered, is for the exchange program.  
The remaining revenue requirement referred to on slide 23 is the revenue requirement left after reducing the total power revenue requirement by the amount paid by the First Preference customers.  As indicated in the slides, the total power revenue requirement is estimated at $42 million, which is reduced by the First Preference customers’ revenue requirement of $2.1 million, thus the “remaining revenue requirement” is around $40 million. 

Question: Will a “donor” customer’s BR percentage change for exchange energy sold to the market? 
Response:  No. If a customer gives up Exchange Energy that is sold into the market, their BR percentage is not changed.  If a customer takes exchange energy that was given up by another customer, then the BR percentage would be adjusted for both customers.

Question:  A clarification question relating to the crediting for deposits into the seasonal and hourly Exchange Programs.  If exchange energy is given up (and someone takes it) for the seasonal exchange program, then the customer who gave up the energy will have their BR % adjusted for the month.  Similarly, if another customer takes exchange energy on an hourly basis, and then their BR % will be adjusted accordingly also.  If Exchange energy is sold to the market, then Western will apply the revenue from the sale of the power to the BR MRR for the customer group from which the power originated.  Will Western use some methodology like a weighted average of the sales for the month for offsetting purposes? 

Response:  Yes. 

Question:  Is it correct that the rates are different each month, which affects the pricing in the Exchange Program? 

Response:  Yes the rates will vary by month which affects the pricing for the Exchange Program.  If a customer signs up for Exchange Energy and has load, the customer must take the Exchange Energy. 

Custom Product Power (CPP)
Question: If CPP for a customer is sold at a loss would it be passed through to that customer? 
Response: All revenues from CPP sales would go to reduce the CPP costs for that customer’s group. 
Question: What is meant by long term Custom Product Power (CPP) purchases? 

Response:  Any purchase for a period longer than one day would be considered long-term.
Question: Due to our bond financing and budgetary constraints, is there any forecasting methodology or models that Western can provide to assist us in estimating our monthly costs?  

Response:  Western will attempt to provide a fairly good idea of these costs during our formal process.  BR MRR may be a bit easier to predict than other services. Spot market CPP and Scheduling Coordinator costs may be more difficult to predict. 
Question: Will there be an administrative fee for the sale of Full Load Service (FLS) customer’s excess CPP to the market or is it in the Portfolio Management (PM) Service costs?  

Response: Western’s costs for administering the CPP purchase for FLS customers are included in the PM Service rate. 
Question:  What is Western’s preferred funding mechanism for CPP, advance funding and/or Use of Receipts authorization?  When will Western know if advance funding is needed for CPP for 2005? 
Response:  Western prefers Use of Receipts authority because it is much easier to administer and allows Western the flexibility to access all receipts. Customer advance funding is more administratively burdensome because of the need to track by individual customer the deposits into and withdrawals from the trust account.  Western‘s FY05 budget authority should be public sometime in February 2004.  At that time, the need for advance funding for CPP would be known. 
Schedule Coordinator (SC) and Portfolio Management (PM) Services

Question: What does “applies to some preference customers” mean in reference to SC and PM services? 

Response:  Customers who are interested in having Western perform SC and PM services for them will need to contract for these services.  Western does not assume that all customers are interested in these services, hence the language “applies to some preference customers” implying those who contract for these services.    

Question: Regarding Scheduling Coordinator (SC) service, does the rate change language imply that the numerator or ARR will not change, but the denominator will?  
Response:  The ARR could change although Western believes that this will remain fairly constant.  More movement may be seen in the denominator or the number of schedules. If a change in the numerator and/or denominator causes a rate change greater than 20% , the rate will be adjusted.
Question: Regarding PM Service, does the periodic review change the formula or methodology?  
Response:  The formula rate methodology will stay the same but if there is a change in the number of schedules or in the revenue requirement that results in a rate change of 20% or more, then there would be a rate change.  
Question: For advance funding of costs from ISO invoices under SC service, can the customer use a letter of credit? Will the money in the escrow account receive interest and who gets the interest if there is any?  
Response: A customer can not use a letter of credit.  Western needs cash to pay its expenses. Interest will accrue on the 2 months of funding placed in the escrow account.  If the customer sets up the escrow account, the customer will retain this interest.  
Question: For the pass through of the CAISO bills under the SC service, can Western consider consolidating these into one monthly payment? This monthly consolidation would limit the burden on the escrow accounts. Does Western expect the customer to send the payment directly to the CAISO? Will Western use the trust account if the customer is delinquent? 
Response: Western will need cash to pay the ISO bills when they are received.  Monthly consolidation would not be an option with advance funding, unless additional funds were withdrawn from the escrow account and put into the trust account.  Western’s concept is to have the customer put two months of funding into an escrow account and one month of funding in a trust account.  The ISO invoices are charged to Western. Western will provide payment using Congresionally approved funding authorities. When Western receives ISO invoices, Western would notify the customer and the customer would pay the ISO directly. This is basically the same as the bill crediting authority Western has used in the past.   The funds in the escrow and trust accounts would not be used to pay ISO invoices. This would limit the escrow fees and administrative burden associated with the escrow account and trust fund accounting.  Western will consider taking the funds out of the escrow and trust fund accounts to pay the ISO invoices if that is what the customer prefers.  This will increase the costs associated with the escrow and trust fund accounts. Western will take funds out of the trust and/or escrow account to pay the ISO invoice if the customer is delinquent. 
Question: Will the ISO bills (those costs assessed against the SC) be passed on to Reclamation for the project use loads?  How does Reclamation anticipate paying multiple ISO bills in a month? How will water customers pay the ISO costs? Will water customers advance fund? 
Response: The post 04 sub cost allocation policy will determine to what degree costs from ISO invoices will be passed on to the water customers for project use loads. There is a mechanism to transfer cash between Western and Reclamation.  Reclamation commented that they have factored these charges into their FY05 budget plan and are currently planning on using appropriations to pay these costs.  Reclamation does not anticipate advance funding from water customers for ISO costs. 
Question: Customers will have trouble writing multiple monthly checks to the ISO. Can Western help?

Response:  Western will consider the administrative and financial burden that writing multiple checks may place on smaller customers and will consider taking the payment out of the escrow and trust accounts. The multiple monthly ISO invoices may mean multiple monthly withdrawals from the escrow and/or trust accounts.  This will increase the customer’s fees for the escrow account and Western’s costs for administering the trust accounts.
Question:  If Western is performing Portfolio Management (PM) services and there is an error in forecasting, who pays for the energy imbalance and other charges that may occur as a result of this error? 

Response: The customer is financially responsible for the charges that may be incurred due an error in the forecast.  

Ancillary Services 
Question: Is regulation and frequency response service included in the cost of the BR?

Response: No. Western is not providing regulation and frequency response service with the BR. Customers are responsible for procuring this service through the applicable control area operator or in some situations, self regulating to meet this requirement. 

Question: Who will buy excess supplemental (non spin) reserve if the CVP rate is greater than market?  How will revenue from sale of A/S be applied?

Response:   Western will consider the likelihood of someone buying excess non-spin when the CVP rate is higher than the market.  The pricing methodology for non spin was intended as a disincentive for individuals to lean on the CVP system for operating reserves.  Revenues will be applied to the power revenue requirement. 
Question: How will revenues be treated for ancillary services sold into the market? If ancillary services are computed based on prior year data won’t there be a lag in adjustments?  Is the level of ancillary services predicated on today’s situation or Reclamation’s “freeing up” additional reserves? 

Response:  Revenues generated from the sale of ancillary services would offset the BR and first preference power revenue requirement. Western will look at the computation method used for ancillary services and assess whether the “lag” is significant or not. Western could also review on a quarterly basis. Ancillary services provided by Western are based on first preference, project use and BR deliveries. Western is not aware of any discussions with Reclamation to “free up” additional reserves.  

Question: Are all of the ancillary services predicated on the assumption that Western will become a Control Area? What if Western is a Metered Sub-System (MSS)? Does the rate process contemplate anything other than being a control area?

Response:  No. Western intends to provide all of the operating reserves, spinning and supplemental (non-spin) reserve, that are necessary to support Base Resource, First Preference and Project Use deliveries. Regardless if Western forms a control area, becomes a MSS in the CAISO or any other outcome, these operating reserve requirements will be met.  Western has not completely evaluated the rate implications of becoming a MSS or any other operational alternative at this time.  A separate public process will address Western’s operational alternatives.  The result of that public process will be addressed in the formal rate process. 
Question: I understand that Western intends to use these formula rates to publish numbers and track most of them monthly.  In the event of a 20% or more change, how will Western handle over and under collections for these services?  Will there be a mini-RAC?  Will the over/under collections remain within the applicable service’s revenue requirement or will these adjustments apply to BR?

Response: Western is proposing a 20% rate change threshold in order to mitigate under and over collections and to allow a mechanism to address Western’s cash flow concerns.  Western will publish a rate to take effect January 2005 and the adjustment threshold will allow the rate to vary up to 20% until a rate adjustment is necessary.  Western intends for all collections for a service to offset the revenue requirement for the applicable service.  

Question: Is Western charging the Scheduling, System Control and Dispatch (SSC&D) service consistent for both Base Resource and Existing Transmission Contracts (ETC) customers?  Does Western plan on providing back up or a level of detail to the customers for providing the BR, operating reserves, SSC&D, etc.?  

Response:  Western’s methodology for the SSC&D is applied consistently to  preference customers receiving CVP power Post 04 as well as to ETC customers.  During the formal rate process scheduled to begin in early 2004, Western will provide an additional level of detail and backup to support the rate methodology. 

Question:  Aren’t costs for the Transmission Scheduling and Security (TSS) desk being double counted in the CAMs and the SSC&D rates?

Response:  A portion of the costs for the TSS desk are included in both rates due to the TSS desk’s support role for both of these services.  The TSS desk cost is not double counted. Both rates include a fraction of the total TSS desk cost. 

Question:  Does Western consider operating reserves as a service that is part of transmission? And if so, will they be offered? 

Response:  As a transmission provider, Western will offer operating reserves under Western’s OATT.   Customers are not required to purchase reserves from Western.  

Question: What are E-tags?  How will the SSC&D service be added into the Base Resource? 

Response:  E-tags (or electronic tags) refer to how transmission is scheduled.  They are tracked by a transmission schedule and must be validated by all transmission providers within a transmission path.  

With respect to bundling the SSC&D service in with the BR, Western intends to use the methodology indicated in the SSC&D service rate formula to compute a dollar cost for BR deliveries.  This dollar value will then be added into the BR MRR for the applicable month. 
Question:  Why is the SSC&D converted to a $/kW-mo rate? Why not bill on an e-tag basis? 
Response:  Some ETCs stipulate billing based on a $/kW-month basis. Their SSC&D costs will also be computed using the SSC&D rate formula to calculate a monthly dollar amount.  This amount will then be converted to a kW-month rate by dividing the customer’s respective SSC&D cost by their transmission capacity under their ETC.   This rate component is then added to their CVP transmission facilities component and the Reactive Power and Voltage Support component to achieve their total bundled transmission rate for the month.  Converting the cost to a $/kW-mo rate for ETC customers ensures all transmission customers are treated the same. 
Question:  Regulation and Energy Imbalance services are not provided with the BR, correct? 

Response:  That is correct. 

Transmission

Question: How will ETCs be treated post 2004? Will they pay all 3 components (transmission facilities, SSC&D service, and Reactive Power and Voltage Support) of the transmission rate? Will ETCs pay part of a network rate or a point to point rate?

Response:  ETC customers will pay all three components of the transmission rate.  Western will bundle these three components together and bill the ETC customer on a $/kW-month basis based on the transmission capacity provided under the contract.  In addition, any ETC customer who receives Base Resource will also pay for CVP network transmission service, SSC&D and Reactive Power and Voltage Support as a bundled cost in the BR revenue requirement.  

Question: After taking into account DOE’s and USF&WS’ rights on the COTP, what will be the remaining capacity?  How will this capacity be made available to interested parties? 

Response:  Western’s rights on COTP after meeting DOE and USF&WS needs are estimated to be 77 MW. Any available capacity will be posted on Western’s OASIS. 

Question:  Is the 77 MW after DOE and USF&WS?

Response:  Yes. Western’s rights on COTP are currently 178 MW.   Western anticipates DOE and USF&WS will use their 6.25%, roughly 100 MW, entitlement starting 1/1/05.  Western has a 1 MW contract that ends December 31, 2004.  As a result, 77 MW is available for sale by Western after meeting DOE and USF&WS statutory obligations. 

Question:  What amount of transmission capacity will Western have on the PACI starting January 1, 2005? 
Response: At this time Western has not determined its  rights on the PACI post 04. 
Question: On Slide 87, given PG&E’s position as indicated on this slide, will preference customers be able to change delivery points in the future?

Response: As Western understands PG&E’s position, PG&E will only honor currently served Western delivery points as established from 1993 to 2004 for the delivery of federal power.  In the event that new delivery points are added, PG&E’s position is that exit fees would apply. 
Question:  Can Western add numbers to service slides?


Response:  Western will attempt to add numbers to service slides. 

Question: On Slide 84, what exactly is the definition of third party transmission? On slide 89-90, why are costs being moved over to the PACI?  What is the linkage between the PACI and the delivery costs on PG&E’s system?

Response:  On slide 84, “third party transmission” refers to costs that may be passed onto Western by transmission providers other than Western, ISO or PG&E, for federal power.  For example, there are several preference customers who are served off of SMUD’s transmission system.  As indicated in the slide, if Western is assessed transmission charges for these deliveries, Western will pass through the charge to the applicable customer(s). 

The PACI was constructed to ensure that Western would be able to serve its customers at a cost not to exceed the cost of Federal construction. To ensure that Western’s customers receive the benefit intended by the Federal legislation authorizing the PACI, certain Western power delivery costs will be included in the PACI ARR. 
Question:  Is Western referring to the cost of the construction of the Federal transmission system in PG&E’s service area?

Response:  The cost of Federal construction includes the cost for both the Delta Steam plant and transmission facilities. 
Question: Is all of the TAC (high voltage) being recovered through the PACI transmission service?

Response:  The difference between the TAC and Western’s estimate of embedded costs will be recovered through PACI transmission service. 
Question:  How do you know if you are taking service from the ISO grid or PG&E’s system? 

Response (by PG&E):  Normally if the customer is taking delivery at 60-kV or above, they are taking service from the ISO grid. 

Question:  Will GMC and exit fees be recovered through the PACI ARR?

Response: No.  Only ISO/PG&E Transmission &Distribution (T&D) facilities costs that exceed Western’s estimated embedded cost will be recovered through the PACI ARR.

Question: How will Western determine which costs will be recovered on the PACI if Western is not the SC?

Response:  Western will need to work with the customers to verify the ISO/PG&E T&D facility costs for delivering Western power. 
Question: It appears based on the information presented; the CVP transmission rate has increased by about 50%, why?  Does the reason have to do with the formation of a control area? 

Response:  Western’s plan to form a control area did not affect the CVP transmission rate. Western has not made a decision on becoming a control area.  That decision will be made in a separate public process. If Western is a control area, the costs for the control area will be recovered through some of the ancillary service and control area management service (CAMS) rates. The CVP transmission rate increase is due to O&M cost increases, the direct charging of O&M to facilities, and a decreased denominator based on the coincident peaks of CVP generation connected to the CVP transmission system.  

Question: Why did CVP transmission costs increase?  According to a quick review, nothing significant in the way of costs changed, is the network service contributing to the overall increase? 

Response:  Providing network service for delivery of the BR did not affect the overall costs of the CVP transmission system. An increase in O&M costs for additional software, equipment, etc. needed to support Western’s operations post 04 increased the CVP transmission costs, as did direct charging of O&M to facilities. The increase in CVP transmission costs may be offset by revenues from short term transmission sales. 
Question:  Will ETC customers pay for the reservation (1 year) of transmission capacity or pay for it month to month?  

Response: ETC customers will pay for the maximum reservation under their contract.  ETC customers will pay a point-to-point rate on a monthly basis. 
Question:  How will Western treat ETCs that go beyond 2004?  

Response:   The point-to-point rate will apply to ETCs that go beyond 2004. 

Clarification of Western’s understanding of PG&E’s position on cost for delivery of Western power on ISO/PG&E facilities:

On Slide 85, Western’s understanding of PG&E’s position is that any new wholesale customer served by Western after 2005 is subject to all exit fees.
On slide 86, where it indicates that these customers will “pay PG&E costs and the costs associated with the ISO”, Western’s understanding of PG&E’s position is that the customers would pay the E20P and E20S tariff rates.   

On slide 87, Western’s understanding of PG&E’s position is that customers whose delivery points were established between 1993 and 2004 and take supplemental power from PG&E, may be charged exit fees only for Western power that is not CVP generation, depending on whether or not they were a x/y customer at the time the DWR bond debt was incurred in 2001.   
For the Indian tribes, Western’s understanding of PG&E’s position is that they are eligible for transmission service in the future but will be subject to full exit fees.  

Question:  If a customer is served off of the ISO grid and is paying ISO TAC, will the difference between the embedded cost and TAC be moved over to the PACI? Would there be a separate line item on the bill? 
Response:  The difference between Western’s estimate of embedded cost and the TAC for Western power deliveries would be included in the PACI revenue requirement.  Western’s estimate of embedded cost would be shown separately.  PACI would be charged on a $/kW-mo rate. 

Question:  What constitutes the point to point transmission service on the PACI? 

Response: If service is based on Western facilities only, it is the 90 mile line between Malin and Round Mountain substations. 
Question:  Do the Western costs for Western’s PACI facilities include any new costs?
Response:  Western costs include recorded plant costs and associated O&M for its PACI facilities.  
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