Customer Comments and Questions

(Provided as a result of the May 14th Post-2004 Rates Meeting)

1. Is it possible to prepare an estimated cost if FLS/VR is not in Western's control area, that would include the following: 


a.  BR = _____/KWh


b.  CPP = ____/KWh


c.  SC = _____/schedule


d.  Third party charges: 


e.  Transmission = _______


f.  Exit fee = ___________


g.  ISO costs = __________

h.  Can this estimate be advised [provided] to my agency separately since this is [for] specific information?

**************************************************************************

2.
Western(s Annual Revenue Requirement (ARR) for preference power customers is approximately $42 million.


a.
Confirm that this figure includes the ARR for First Preference Customers but excludes the ARR for Project Use.


b.
What is the total Western revenue requirement that corresponds to this figure?


c.
How is the Project Use share of Western(s Total RR determined?


d. How would the Project Use share of the total RR change in a (wet( and (dry( year?


e.
Using illustrative data, what would the ARR for preference power customers be in a (wet( and (dry( year?

**************************************************************************

3.
Using illustrative data, provide a monthly breakdown of Western(s $42 million ARR.  Include a monthly breakdown of O&M, repayment, firming purchases, transmission revenue requirements, other.

**************************************************************************

4.
[Western indicates that] fluctuations in the monthly unit cost of BR could be reduced by (putting more costs in months when there is more CVP generation (i.e., Apr to Sep).( 


a.
What categories of costs and what percentage of the ARR for BR customers could be shifted in this manner?


b.
What are the limitations on Western(s ability to shift costs from one month or season to another?  Can costs be shifted from one Fiscal Year (FY) to another? 


c.
Assuming no (crediting and collections for O&M funding, (what is the maximum amount of costs that could be shifted to the April to September period?


d.
What is the maximum amount that could be shifted assuming crediting and collections for O&M funding?

**************************************************************************

5.
[Western] states that the (shifting of BR ARR would not affect the % of costs paid by 1st preference customers.(

a.
Would shifting of BR ARR affect the % of ARR paid by the FLS and VLS groups?  If yes, please explain.


b.
Would shifting of the BR ARR affect the % of ARR paid by individual FLS or VLS customers? If yes, please explain.

**************************************************************************

6.
[Western] states that the costs of long-term custom product purchases will be charged to the customer that uses the power.


a.
Assuming Western signs a 12-month fixed price contract for a group of 3 FLS customers, how would the costs be allocated to each customer?  Will each customer pay a fixed dollar amount of costs on a take-or-pay basis?  A fixed percentage of the total cost?  Or will each customer pay only for the amount of power that it actually uses?


b.
Provide a similar explanation assuming the purchase is indexed to the monthly NP 15 price.


c.
What other charges (e.g., transmission, SC, PM, Ancillary services) would customers pay for a CPP and how would the costs be allocated? 

**************************************************************************

7.
What ancillary services will Western provide to FLS and VLS customers?  Using illustrative data, what is the approximate annual and per unit cost of each service? 

**************************************************************************

8.
Are the revenue requirements and costs for the six ancillary services identified on Slide 49 included in the $42 million ARR for BR customers or will BR customers pay these charges in addition to their share of the ARR?

**************************************************************************

9.
Will FLS or VLS customers be charged the proposed $0.72/kW-month rate for SSC&D services?  If so, how will the charges be allocated among individual customers taking FLS and VLS service?

**************************************************************************

10.  [Western] states that the ARR for CVP transmission facilities is about $25.6 million.


a.
Provide an approximate monthly breakdown of the transmission ARR.


b.
Approximately what percentage of the ARR is related to facilities (a) between 60 and 115 kV; (b) between 115 and 230 kV; (c) over 230 kV?


c.
Approximately what percentage of the CVP transmission ARR would be paid by FLS and VLS customers, respectively?

**************************************************************************

11.
Will end-use customers currently receiving transmission service under Contract (2948A be required to take or pay for any third-party transmission services after 1/1/05?

**************************************************************************

12.
Please describe all transmission services and charges provided to BR customers connected to PG&E(s transmission grid.


a.
What services would be required to deliver BR power to Tracy?


b.
What charges would apply to the delivery of BR power to Tracy and how would these charges be calculated?  E.g., would the customer pay Western(s proposed CVP transmission rate of $0.95/kW-mo, or would it pay (Western(s estimate of embedded cost,( or both?  How would the monthly billing determinant be calculated?


c.
Will BR customers pay any ISO charges for delivery of BR power to Tracy?  If so, what charges would apply and how would they be calculated?


d.
Will customers pay any Western charges for delivery of BR power to their meters over the PG&E system?

**************************************************************************

13.
Will BR customers connected to the PG&E grid take transmission service over the PACI?  If so, what is the approximate amount of PACI costs that will be charged to FLS and VLS customers?  

**************************************************************************

14.
Please describe how BR power would be scheduled to customer located on the PG&E transmission system that obtained all of its supply from Western.  


a.
How many daily schedules would be needed to schedule the power to Tracy and from Tracy to the customer(s meter?  


b.
What ISO charges would apply to the transaction?


c.
Would Western continue to read the customer(s meter and provide metering data to PG&E?


d.
Who would charge for imbalance energy? 


e.
Would PG&E play any role in scheduling, metering, imbalance energy, etc?

**************************************************************************

15.
[Western] states that (Starting 1/1/05, Customers who have Western Power delivered from the ISO grid or PG&E(s system would continue to pay Western(s estimate of embedded cost(?


a.
Define (embedded cost( and identify the facilities to which this concept applies.  (E.g., does the concept apply to Western(s share of the PACI, Western(s 500-kV system, facilities at 230-kV and below, or all of these?)


b.
Which Western customers are currently paying (embedded cost( rates?


c.
What is the total amount of (embedded costs( currently being paid by customers connected to Western(s transmission system?  By customers connected to the PG&E system?  Where do these show up on customers( monthly power bills?


d.
Would customers connected to Western(s system pay embedded costs post 1/1/05?  Would customers connected to the PG&E system?  What is the annual dollar amount expected to be paid by each group of customers?

**************************************************************************

16.
If an FLS customer acquires and pays for its own CPP and authorizes Western to schedule the power, will the customer be required to take Portfolio Management services from Western?  Will all customers taking PM services pay the same rate per schedule?

**************************************************************************

17.  With regard to the SSC&D Service, could you provide some insight into Western's definition of an e‑tag?  What goes into an e‑tag?  How has Western estimated the number of e‑tags it would be handling per day?  [Our] experience has been that an e‑tag represents an electronic means of reporting the path for a schedule that crosses a control area boundary, where a schedule represents the start and stop of a particular delivery, which may be one hour, or one month depending on the duration of the transaction.  Currently, [this customer] purchases the e‑tag reporting service from a third party for approximately $1,000 per month.  Based on the estimates provided, Western's charges would appear to exceed that amount by 18 times.  Perhaps Western could revisit the costs associated with this service, or consider contracting out this service, similar to [our] current approach. 
**************************************************************************

18.  Along the same lines, how does Western define a schedule for the SC Service rate, or for the CAMS rate?  As noted earlier, [we] define a schedule as the details of a transaction, namely, the start and stop times, quantity and path. 

**************************************************************************

19.  Could Western provide more detail on the cost allocations for the CRD transmission rate?  For example, what is the breakdown of the fixed vs O&M?  What are the components of O&M that make it 84% of the total annual transmission cost?  What is Western using for the billing units?  Does Western consider network and point‑to‑point to be charged at the same rate?  Please provide a table of the various transmission costs components (i.e. O&M, debt repayment and billing units) that were used for the $0.57 existing rate along with the estimated components for the proposed $0.95 rate. 

**************************************************************************

20.  Under the Imbalance Energy Service, what is Western's justification for a +/‑1.5% bandwidth?  Such a narrow bandwidth will be extremely difficult for Western (acting as a portfolio manager) and Western's VR customers to balance each hour.  We would suggest that a 3% bandwidth might be more manageable from both sides of the equation. Even the ISO, under current Metered Subsystem arrangements, maintains a 3% bandwidth. 

**************************************************************************

21.  It does not seem like sufficient details have been provided to fully understand how the seasonal or daily exchange programs may work with regard to rates.  For example, if Western spreads the cost for the base resource around to various months (rather than on a flat rate), how will the rate differences be handled?  Or how are the hourly energy costs of energy that may be PUT to a customer beyond its base resource allocation handled if one participates in the hourly exchange program? 

**************************************************************************

22.  With regard to the PACI Transmission service, what are the actual (estimated) dollar amounts for the ISO/PG&E (T&D) facilities cost for deliveries of Western power (less embedded costs)?  Please show the breakdown between ISO and PG&E.  What are the charges and the allocation units for both the ISO and PG&E Charges?  What services does Western receive from the ISO and PG&E for these charges?  Who pays each of these ISO and PG&E charges today?  As a direct connect customer, that has paid a high price over time to insure that Western power can be delivered without "other" charges, we cannot see how Western can subsidize its power deliveries to other Western customers that have chosen NOT to develop an interconnection with Western.  If Western's approach is to use sales of the PACI transmission as a revenue source to offset the ISO and PG&E costs, Redding is opposed to such a concept.  Our opposition is based on the fundamentals of cost causation.  Those entities that cause the ISO/PG&E costs for delivery over the ISO/PG&E systems should bear the responsibility for payment of such costs consistent with the final marketing plan as published in the Federal Register.  Over the last 15 years, no other customers have ever offered to help pay the costs associated with [this customer’s] building its direct interconnections.  Western should not assume the payment role for any transmission/facility costs that are not directly related to delivery of CVP power over the CVP system. 

**************************************************************************

23.  Can Western provide a matrix of estimated rates (by delivery voltage) that would illustrate the "pass thru" costs associated with delivering federal power to preference customers served off the CAISO grid?  (Please include CAISO transmission and PG&E distribution costs as applicable)

**************************************************************************

24.  According to the Base Resource contracts, the CVP Base Resource includes both the CVP and Washoe Projects.  Please explain how the Washoe Project generation is included in the Base Resource capacity and energy amounts.  How are the Washoe Project O&M costs included in Western’s ARR?

**************************************************************************

25.  Would it not be more appropriate if Western did not refer to “existing purchase power contracts” as being part of the definition of Base Resource, since Western recently terminate its only remaining power-supply contract?

**************************************************************************

26.  Western has stated that all Customers are eligible to contribute to the Seasonal Exchange Program (one to three months) if their anticipated load during that season is less than their anticipated Base Resource amount.  Since only customers with seasonal surpluses can make seasonal exchange contributions, will a customer’s anticipated load during a season have to be less than their anticipated Base Resource amount, for every hour during the season?  What happens if a customer’s actual load half way through a season becomes greater than their adjusted Base Resource amount?  At what point will Western permanently reallocated power that is surplus to a customer’s load? 
**************************************************************************

27.  Western has stated that Customers’ power bills will be adjusted to reflect transactions into and out of the Hourly Exchange Program.  How will the bills be adjusted for the customers that have allocations in excess of their hourly-loads level amounts (providing customers), and those that are allocated a share of the Hourly Exchange Program power (receiving customers)?  What is the mechanism or formula that Western will use to determine the level or amount of such adjustments?   Will 1st Preference Customers be able to participate in the exchange programs?
**************************************************************************

28.  Does the power O&M costs used by Western in its calculation of a $42 million ARR reflect the Cost Suballocation Workgroup’s recommended methodologies and cost-sharing formulas for the allocation of CVP power function O&M costs between Preference Power and Project Use Power customers, including a sharing of half the long-term costs for deficit power purchases? 

**************************************************************************

29.  Is not voltage and reactive control costs already recovered in generation principle and interest costs?  If not, how are they accounted?  Is it correct to say that since operating reserves from generation firms up the CVP deliveries, and as such there should be no additional costs for “firming” the CVP deliveries?  If not, why not?

**************************************************************************

30.  How and why is the first preference customers’ allocation different then that remaining preference allocation?  Why is it not all done as one step the same way?  What does Western means by a 1st Preference “load?”

**************************************************************************

31.  Western states that a Customer’s BR % will be adjusted on a monthly basis for Hourly and Seasonal Exchange Energy (as appropriate).   Is not a customer’s BR % only adjusted for seasonal exchanges?  It would be helpful to have more information on how Western plans to make the adjustments to the BR percentage and how the associated costs are allocated due to an exchange.  Will one BR customer’s costs go up if another BR customer allocation is decreased even if the first BR customer does not receive exchange power?  

[Western has said in their draft Exhibit B to the BR contracts, that it will increase the Base Resource percentage of the customers that receive power from the Seasonal Exchange Program for that season and revise Exhibit A (Base Resource Percentage and Points of Delivery) to reflect their decreased Base Resource percentage for that term.  For the Hourly Exchange Program, Western has stated that it plans to adjust Customers’ power bills to reflect transactions into and out of the Hourly Exchange Programs.]

**************************************************************************

32.  Western states that, “Distributing the BR ARR by putting more costs in months when there is more CVP generation (i.e. Apr to Sep) moderates the monthly per unit cost ($/MWH) fluctuations through the year and supports participation in the exchange program.”  It is important that such a redistribution plan does not result in cost shifting among customers; that is, each of the BR customers should pay their share of the BR costs per fiscal year, whether or not the redistribution plan is implemented by Western, irrespective of the customers’ load patterns.  Will such a redistribution of BR ARR result in cost shifting among customers?

**************************************************************************

33.  It would also be helpful to have a better understanding how [the redistribution of BR ARR] would support the exchange program.  It is recognized that by putting more costs in months when there is more CVP generation does have the effect of levelizing the imputed monthly energy rates throughout the year, which will help moderate any cost shifting resulting from the exchange program; however, it appears that the even with such adjustments to the imputed monthly energy costs, there still is an opportunity for a customer to shift costs to/from low value/load months to/from high value/load months via the exchange program.  Will the redistribution of ARR encourage participation in exchange program?  If so, how?  Will a redistribution of BR ARR coupled with the exchange program create an opportunity for a customer to shift costs to/from low value/load months to/from high value/load months?

**************************************************************************

34.  Would the amount of dollars collected from each BR customer over a yearly period be impacted by a plan to shift BR ARR from the Oct to Mar period to the Apr to Sep period, excluding any impacts due to the exchange programs?

**************************************************************************

35.  [On Slide 33], why not apply sales revenue to contributing customer % of ARR, rather than just forgive the surplus customer and spread the risk to the pool.

**************************************************************************

36.  Western states that costs from ISO invoices (even if several customers are grouped under one SC ID) are passed through as if each customer was under a separate ID.  To the extent that a Preference Customer intends to take SC service from Western, how does Western intends to disaggregate SC costs to its customers in a manner that avoids one customer from subsidizing other customers?  
**************************************************************************

37.  Does not Base Resource ARR already cover all CVP generation costs, in which case reserve charges should not be needed and any sales of these should go to reduce the BR ARR?  It appears that Western intends to sell spinning reserves from the CVP in excess of BR reserve requirements, project use and 1st preference needs at CVP rates or market rate whichever is greater.  It is important that Western first offer any such excess spinning reserves from the CVP to the Preference Power Customers at CVP rates, as Preference Customers have first rights to the CVP power products.  Under the 1983 Settlement Agreement, SMUD has a right to purchase 31.25% of any A/S or any CVP power products marketed by Western.

**************************************************************************

38.  It is important that Western first offer any excess non-spin reserves from the CVP to the Preference Power Customers at CVP rates, as Preference Customers have first rights to the CVP power products.  Under the 1983 Settlement Agreement, SMUD has a right to purchase 31.25% of any CVP power products marketed by Western.

**************************************************************************

39.  Why does the CVP Transmission rate increase by almost double from present rates?  Are the non-direct connected CVP delivery and ISO costs included in the ARR for transmission facilities?  If so, it appears that would represent a cost shift that violates cost causation?   Slide 82 does not answer question.  It would appear that according to the Cost Suballocation Workgroup’s recommended methodologies and cost-sharing formulas, the CVP Water Users would pay the Project Use transmission costs.  Likewise, it would seem logical that the non-direct Preference customers should pay the transmission service costs related to delivery of the non-direct customers’ BR products.

**************************************************************************

40.  Will the existing TRD customers’ transmission service, under existing contracts, have the network component included in their rates after 2004 during the term of their transmission service contracts?  

**************************************************************************

41.  Does pass-through of charges mean that the BR Customer receiving the delivery pays all the associated Third Party Transmission cost?  What is meant by the phrase “...other than Western’s, PG&E’s or the ISO grid?”

**************************************************************************

42.  Western estimates of embedded costs…of what?  What are the remaining costs and who pays them?  Direct-connected customers incurred their own capital costs for their Western interconnections, and do not require ISO/PG&E facilities for delivery of their Base Resource power; therefore, under long-standing cost causation principles they should not have to pay for those embedded costs that do not benefit them.

**************************************************************************

43.  The logic in bullet number 1 (slide 90) is not clear; please explain.  Also, Western should explain what is meant in bullet number 2 by “facility related costs.”  A numerical example would help.  [This customer] supports bullet number 3, where users pay user fees.

**************************************************************************

44.  As a First Preference customer, [we believe] that Western has a statutory obligation to provide not only electrical power, but also the delivery of that power to [us] as provided by the 1962 Flood Control Act.

**************************************************************************

45.  [As a First Preference customer] it is our understanding that our Base Resource will include CVP Transmission Service, Scheduling, System Coordinator Control and Dispatch Service, Reactive Power and Voltage Control, and Operating Reserves.  Additionally, [we] expect to be a Full Load Service customer that will also take Portfolio Management [and because we are located within the CAISO] and Scheduling Coordinator Services.  

**************************************************************************

46.  [We] request to meet with WAPA, so that [we] further understand the proposed rate structures using real numbers appropriate to [our agency]. 

