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TH' S PUBLI C COMVENT FORUM was taken on
April 27, 2016, commencing at 10:36 a.m at Western Area
Power Adm ni stration, Desert Southwest Regional Ofice,
615 South 43rd Avenue, Phoenix, Arizona, before DAN ELLE
C. RIFFIN, Court Reporter.

APPEARI NG

M. Scott Lund

Rat es Manager

M . Kevin Schaefer

Public Utilities Specialist

ALSO PRESENT:

M. Bob Lynch
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MR. LUND: Ckay. Good norning, everyone, and
wel come to our public information forum for the Boul der
County Project.

My nane is Scott Lund. |1'mthe Rates
Manager here at Western's Desert Southwest Region. 'l
be the noderator for today's forum

Today, we'll explain the proposed fisca
year 2017 base charge for the Boul der Canyon Project. The
proposed base charge woul d be effective October 1st, 2016,
t hrough Septenber 30th, 2017. This forum al so provides
you wth the opportunity to ask questions about the
proposed base charge. Keep in mnd that questions should
be rel evant to the 2017 base charge and please wait until
after our presentation is finished to ask any questi ons.

Now, the public comment forum for the
proposed base charge is scheduled for May 25th, 2016 --
excuse nme -- at 10:30 a.m Mountain Standard Tine, at this
| ocation. Witten comments on the proposed base charge
must be received by the close of the consultation and
comrent period on July 5th. Comments should be sent the
to M. Ronald E. Moulton, Senior Vice President and
Regi onal Manager of Western's Desert Sout hwest Custoner

Service Region, by mail to P.O. Box 6457, Phoeni X,

Griffin & Associates Court Reporters, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

Public Information Forum - April 27, 2016
Proposed Fiscal Year 2017 Base Charge for Boulder Canyon Project

Arizona, 85005, or by email to noulton@vapa.gov. That's
M o-u-l-t-o0-n at Wa-p-a. gov.

A verbatimtranscript of this forumw Il be
prepared by our court reporter. Everything said while
we're in session today, together with the presentation
today, will be part of the official record. Copies of the
transcript and the conplete record of the public process
wi || be available for review here at the Desert Sout hwest
Regi onal Ofice. Any questions that we're not able to
answer today will be answered for you in witing before
the cl ose of the comment and consultation period.

Unl ess anyone has any questions about the
procedures for this forum | wll turn it over to Kevin
Schaffer for the presentation.

MR, SCHAEFER: Thank you. As Scott
menti oned, my nane is Kevin Schaffer. |'ma Public
Utilities Specialist here in the Rates Departnent at the
Desert Southwest O fice. |I'mhere to talk to you today
about the proposed FY '17 base charge. So let's go over
our agenda here.

First, we're going to discuss the fisca
year 2015 base charge and conpare that agai nst our
actuals. We'Ill ook at our '16 base charge versus our
revi sed budget estimates. Then we'll |ook at our '16 base

charge and conpare that agai nst our proposed 2017 base

Griffin & Associates Court Reporters, LLC
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charge, and we'll | ook at the proposed changes to the base
charge as well as next steps in the public process and the
resources avail able to you.

So let's get started. The fiscal year '15
base charge versus our actuals. On the slide you'l
notice there are four colums. There is the FY '15 base
charge. FY '15 actuals in columm 2. The difference
bet ween those two, dollar-w se, and then the percentage

change difference.

So we'll review -- we'll start by review ng
the base charge forrmula. |In the highlighted col unms
there, you'll see the total expenses between Western

Recl amati on and then other costs. Those are sunmmed up.
We subtract out our prior year carryover, and that's --
the prior year carryover is the difference between an
establ i shed base charge, or the revenue that we coll ect,
and the actual costs. W subtract out our other revenue,
whi ch i1 ncludes our Hoover Visitors Center as well as any
Ancillary Services. W subtract out our water revenue,
and then we arrive at our base charge.

So | ooking at fiscal year '15's actuals,
Recl amati ons, total OM&R, which is Operation, Mintenance
and Repl acenent actuals, were in line with 2015
establ i shed base charge.

You'll notice there is an $8, 000 difference

Griffin & Associates Court Reporters, LLC
602.264.2230
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on line 1 between the base and the actual of |ess than a
1 percent difference.

Western's total OV&R increased by 9 percent,
or approximately $681, 000, resulting froman overal
i ncrease in operating expenses, coupled with the
Hoover - Mead Proj ect being delayed until 2016 -- fi scal
year 2016, excuse ne.

Total actual expenses were on target with
the fiscal year '15 base charge at approxi mately
$91 mllion.

Prior year carryover increased by
95 percent, or $15 nillion, resulting frominterest
collected in the base charge but not paid due to a
custonmer directed principal payoff of the Visitors Center
in fiscal year 2014.

O her revenue, including tourism and
Ancillary Services as well as water revenue increased by
26 percent and 28 percent -- excuse ne -- percent,

respectively. The end result was a fiscal year '15

carryover of approxinmately $25.3 nmillion.
Next we'll | ook at the actual budgeted
anounts as they canme in for '"15. You'll see that our Q&M

costs are our greatest expense at 64 percent of the
budget, followed by our Operating Programat 16 percent,

foll owed by Replacenents in the Visitors Center at 8,

Griffin & Associates Court Reporters, LLC
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Principal and Interest is 3 percent, and State Paynents is
alittle under 1 percent

Ckay. On to 2016 base charge, and we'l
conpare that against our revised budget estimates. So
simlar to the fiscal year '15 slide, you'll see the
'16 base charge in 1 colum. The second colum you'll see
the revised budge estimates and the difference between
those two in colum 3 as well as the percentage change
di fference in colum 4.

So the total revised budget estinates are
projected to be approxinmately $6 mllion higher, or
6 percent, than when the base charge was establi shed.
This is due alnost entirely to nulti-year project funds
fromfiscal year '15 that are being carried over in fisca
year '16. That would be on |ine 4.

These areas include Recl amations,
Extraordi nary Mintenance, and Visitor Center Costs, as
well as both Reclamations and Western's Repl acenent costs.

Prior year carryover funds are expected to
i ncrease approxinmately $9.2 mllion dollars, or 64
percent, higher than the established base charge.

Al so, revenue projections are expected to
i ncrease approximately $2.1 million dollars, or
15 percent, higher than original estimtes due to an

overall increase in tourismat the Hoover facility.

Griffin & Associates Court Reporters, LLC
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The end result is a fiscal year '16

carryover of approximately $5.4 nillion.
kay. Let's look at our budget -- revised
budget for '16. You'll see our greatest costs continue to

be Operations and Mai ntenance, followed by our Operating
Program at 15 percent. Replacenents also at 15. The
Visitors Center is 9 percent, followed by Principal and
Interest at 3, and State Paynents at a |little under

1 percent at a total of $9- -- $98.7 mllion, and this
includes that $6 mllion nulti-year project fund that was
added to the original base charge.

So let's look at our fiscal year 2016 base
charge versus our proposed '17 base charge. Again, you'l
see our '16 base charge in the first colum, second is the
proposed '17, followed by our differences in percentage
change.

So the total expenses for 2017 are
decreasing by nearly $1 mllion fromthat of the fiscal
year '16 base charge, it's $983,000, or a little under
1 percent.

Al t hough bot h Recl amation and Western's OWR
increased by $6 mllion, approximately $6 nmillion, other
expense categories are expecting a decrease of
approximately 7 mllion. This results fromthe reduction

in the Operating Credit Program

Griffin & Associates Court Reporters, LLC
602.264.2230
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Prior year carryover is decreasing by
$9 million -- or continues to decrease, and will be
approximately $9 mllion, or 62 percent.

Addi tionally, revenue are expected to
decrease by $1 nmillion due to a planned renovation of the
Hoover Dam Visitors Center. Although expenses are
decreasi ng overall, with carryover and overall revenue
decreasi ng, the base charge is increasing.

So let's |l ook at our 2017 budget. You wil|
noti ce our O&M continues to be the greatest cost at
64 percent, followed by Replacenents in this particular
year.

Operating Credit Program decreased
per cent age-w se down to 9 percent, followed by the
Visitors Center at 9, Principle and Interest is at
3 percent, and the State Paynents are at 1 percent.

So let's ook at our prior year inpacts on
the proposed ' 17 base charge. This is a -- this slide
shows us the rel ationship between carryover of revenue and
that of the base charge over a 3-year period.

So you'll see fiscal year '15 actuals, our
revised '16, and the proposed '17 budgets. As carryover,
or revenue, decreases, the base charge increases to
conpensat e.

So online 2, you'll notice that in '15

Griffin & Associates Court Reporters, LLC
602.264.2230
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there was approximately $81 million, the next colunmm over
is '16 at 23.5, and the proposed '17 is at $5.3 mllion.
So as we see that -- that carryover
decrease, we'll notice that the base charge has an inverse

rel ati onshi p and increases.

So budgets are relatively level, with the
exception of the nulti-year project funds in fiscal year
"16. We've seen an artificial reduction in the base
charge over the last several years that is beginning to
equal i ze as the prior year carryover decreases. More
detail can be found on page 1 of your handout.

Ckay. Let's tal k about the proposed changes
to the base charge. So this slide is nore for
i nformati onal purposes as we, Boul der Canyon, really
establ i shes a base charge as opposed to a rate for our
cust omers.

So the FY '17 base charge is increasing by
$8.8 million, or approximately 14 percent. As we've
di scussed in previous slides, the largest contributing
factor to this is the reduction in the prior year
carryover. And this data is as of the -- yesterday, the
second draft of the master study that was just signed.

So let's talk about the next steps in the
public process here. As Scott nentioned, the public

comment forumis on May 25th, so in about 3 weeks. The

Griffin & Associates Court Reporters, LLC
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end of the consultation and comrent period is July 5th.
The rate package we expect to be finalized by August 5th,
and effective date of the base charge will be Cctober 1st,
t he begi nning of the fiscal year '17.

Thank you for attending today's public
information forum We'Ill see you May 25th at the public
comment forum and for additional resources, from Wstern
and Recl amation side, you can contact Scott Lund, nyself,
Kevi n Schaefer, Tony Canp on the Reclamation side of the
house and Roger Hovendi ck, Peter Whng and Larry Car, as
well as all information related to the public process wll
be posted on our website. The link is at the bottom of
the page there. Thank you.

MR, LUND: GCkay. We will now open up the
forumto questions. After you've been recognized, for the
conveni ence of the court reporter, please spell your | ast
name.

What questions do we have today?

Yes, Bob.

MR, LYNCH. Bob Lynch, L-y-n-c-h. These
slides are different than the handout.

MR. LUND: The handout contains nore detail.
It will be the same --

MR. LYNCH: Well, | realize that, but there

are things on the slides that are hard to find in the

Griffin & Associates Court Reporters, LLC
602.264.2230
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detail .

MR, LUND: Ckay.

MR. LYNCH WII| these slides be on your
website?

MR, LUND: Yes, they will.

MR, LYNCH Al right.

MR LUND: We'Il post themto the web.

MR, LYNCH. And you -- Scott, you said that
if we have questions today, you'll try to get them
answered before the end of the comment period. It would

hel p, if they're not too burdensone, to have any questions
responded to before the public coment forumif that's at
al | possible.

MR. LUND: Yes, of course.

MR, LYNCH. M/ additional question goes to
the -- | think we can show it on -- on slide 1.

In the contracting negotiations, one of the
I ssues that has conme up is the continued collection of
post-retirenent benefits and that's a big dollar issue.
And so I'mtrying to -- and what has cone out in the draft

audit is that that noney is collected and put in an

account at Reclamation, it sits there so -- and Western is
still collecting.

So | understand then that -- ny first
guestion is, | gathered then that the bureau keeps giving

Griffin & Associates Court Reporters, LLC
602.264.2230
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you dollar information to plug into your paynent study for
that subject, doesn't it?

MR. LUND: Yes, that is correct.

MR. LYNCH. Al right. So on slide 1, or
page 1, there are -- there's a Post G vil Service
Retirenent/Life/Health, and is -- is all of that nobney the

noney that goes into this Reclanmation account? O does
sone of it go sonmewhere el se?

MR. LUND: On slide nunber 17

MR. LYNCH. Yep. |In other words, you are
collecting --

MR, LUND: Ckay.

MR. LYNCH. -- noney that goes into a
Recl amati on account that doesn't go anywhere.

MR. LUND: Correct.

MR. LYNCH. The question is -- is the
mllion-7 -- or mllion-5 on those three colums, is it
all going into this Reclamation account --

MR. LUND: Yes.

MR, LYNCH. -- or does sone of it go
somewher e el se?

MR. LUND: Yes. No, that is correct. It's
all going into that account.

MR, LYNCH. Ckay. And then, that woul d be

true under Western as wel | ?

Griffin & Associates Court Reporters, LLC
602.264.2230
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MR. LUND: On the Western side, |I'mnot sure
how we handl e those funds. ['ll have to | ook into that.

MR. LYNCH. | appreciate it if -- yeah,
because I'm-- what I'mtrying to do is quantify how nuch
of this is this ongoing issue with regard to PRBs --

VMR. LUND: Sur e.

MR. LYNCH. -- so that we can put rea
dollars to it. | nean, the draft audit has nunbers in it,
but it's through Septenber of 2015. I'mjust trying to --

this gives ne the informati on that goes forward on that
if, in fact, those two line itens go into that account
total. If they don't, 1'd like to know how nuch of it.

MR. LUND: | under stand.

MR, LYNCH. Ckay.

MR. LUND: We'll provide additional detai
on that for sure.

MR, LYNCH. kay. That's all | had, Scott.
Thank you.

MR, LUND: Ckay, thank you.

Any additional questions?

MR. LYNCH Ch, all right. | -- I'msorry.

MR. LUND: Okay, Bob. One nore.

MR. LYNCH In the draft audit, there is a
recitation by the auditor of an analysis of this PRB

i ssue, a legal analysis, which obviously they were

Griffin & Associates Court Reporters, LLC
602.264.2230
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provided. | haven't seen it. | don't knowif any of you
have seen it but | was wondering, and you could ask in
lieu of ny calling Brener or sonebody, sone victim if
there is -- or what was the basis of the recitation by the

audi tor of Western's position on this issue because it's
got a lot of legal nmunbo junbo in it that CPAs don't
normal |y know how to say.

And so | was kind of wondering -- there nust
be a docunent out there sonewhere that was given to the
auditors for the purpose of the audit that woul d be
hel pful because this is an ongoi ng issue.

MR, LUND: Ckay, | haven't seen that report

but 1'll find out what the underlying docunent --
MR, LYNCH. | appreciate that.
MR. LUND: -- behind that was.

MR. LYNCH.  Thank you.

MR, LUND: Absolutely. Okay.

Any ot her questions? Going once? (oing
tw ce?

Ckay. Well, with no other questions, we
thank you for attending our forumtoday. We'Il| stay
around for a few mnutes after we close the forumif you
woul d |li ke to ask anynore questions on a nore infornmal
basi s.

Agai n, thank you for attending and for your

Griffin & Associates Court Reporters, LLC
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participation. It really hel ps us.
The forumis now cl osed, and we will go off
the record.

(Public forumconcluded at 10:58 a.m)

Griffin & Associates Court Reporters, LLC
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STATE OF ARI ZONA )
) ss.
COUNTY OF MARI COPA )

BE I T KNOMWN that the foregoing
proceedi ngs were taken before nme; that the w tness before
testifying was duly sworn by ne to testify to the whole
truth; that the foregoing pages are a full, true, and
accurate record of the proceedings, all done to the best
of nmy skill and ability; that the proceedi ngs were taken
down by ne in shorthand and thereafter reduced to print
under ny direction.

| AFFIRMthat | amin no way
related to any of the parties hereto, nor aml in any way
interested in the outcone hereof.

] Review and signature was requested.
] Review and signature was wai ved.
X] Review and signhature not required.

[
[
[

Dated at Phoeni x, Arizona, this 7th day of
May, 2016.

DANI ELLE C. GRI FFI N
Court Reporter
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