
Protec t ing C o n s u m e r - O w n e d Ut i l i t y

Rates b y Res to r ing WAPA?s Purchase

P o w e r & W h e e l i n g A u t h o r i t y

Western Area Power Administration?s

(WAPA) consumer-owned ut i l i ty customers

rely upon budget author i ty th rough the

Appropriat ions Bill for purchase power and
wheeling (PP&W) services to fulfi l l WAPA?s

contractual obligations.

Whi le Congress provides the budget

author i ty fo r the PP&W expenditures, the
ac tua l costs a r e pa id f o r by t h e c o n s u m e r -

o w n e d u t i l i t y c u s t o m e r s . Because t h e

P P & W b u d g e t a u t h o r i t y is based on

f o r e c a s t s o f m a r k e t pr ices and s n o w p a c k

severa l years in advance , it w i l l n e v e r

exac t l y m a t c h t h e ac tua l P P & W

e x p e n d i t u r e s .

H is to r i ca l l y , w h e n t h e U p p e r G r e a t Plains

e x p e r i e n c e d p r o l o n g e d d r o u g h t a n d

WAPA?s P P & W e x p e n d i t u r e s e x c e e d e d t h e

Congressional ! b u d g e t a u t h o r i t y f o r t h a t

year, W A P A w o u l d use cash i n t e n d e d f o r

o t h e r p r o g r a m s . Th is c a u s e d c o n s i d e r a b l e

d i s r u p t i o n a n d i n c r e a s e d c o n s u m e r costs.

W o r k i n g w i t h its c u s t o m e r s , W A P A dev i sed

a s t r a t e g y t o c a r r y - f o r w a r d u n u s e d b u d g e t

a u t h o r i z a t i o n s tha t , w h e n m a t c h e d w i t h

cash co l l ec t i ons , b e c a m e an u n o b l i g a t e d

rese rve ba lance , r e c o v e r e d in rates.

Starting in 2018, the Congressional Budget

Office (CBO) decided that any PP&W budget

author i ty above some historical average of

actual PP&W expenditures should score

against the federal budget, reversing a long

standing agreement between Congressional

Budget Commit tee Leadership that PP&W

budget author i ty wou ld not score. This

decision significantly impacted WAPA?s

PP&W reserve balance and wi l l make a

d rough t more expensive f o r consumer-

o w n e d ut i l i t y customers.

The CBO?s rat ionale for making this change

appears to be a mistaken bel ief that

drought condit ions can be forecasted on

the experiences o f average or good water

years. Whi le the budget scorekeepers

agreed on a one year fix for FY2023, we

need a permanent fix to this scoring issue.

REQUEST: Congress, through the i r

budget scorekeepers or bill language,

should direct the Congressional Budget

Office (CBO) tha t any level o f PP&W

budget au tho r i t y prov ided to WAPA w i l l

no t score.

S h a r e y o u r s u p p o r t w i t h M i k e J o n e s

( m i k e j o n e s @ b u d g e t . s e n a t e . g o v o r 2 0 2 -

2 2 4 - 0 6 4 2 } on t h e S e n a t e B u d g e t

C o m m i t t e e S ta f f .

Congress s h o u l d a l so f u l l y f u n d WAPA?s

P P & W a u t h o r i z a t i o n r e q u e s t s t o e n s u r e

t h a t c u s t o m e r s a r e n o t h a r m e d d u r i n g a

d r o u g h t . Th is costs t a x p a y e r s n o t h i n g .

W i t h o u t t h e s e fixes, c o n s u m e r s in t h e n i n e

U p p e r G r e a t Pla ins s ta tes ( C o l o r a d o , l owa ,

Kansas, M i n n e s o t a , M o n t a n a , Nebraska ,

N o r t h Dakota , Sou th D a k o t a and W y o m i n g )

w i l l face unnecessa r i l y h i g h e r costs d u r i n g

t h e c u r r e n t d r o u g h t cycle.
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Dam Safe ty Cost A l l o c a t i o n

Federa l h y d r o p o w e r m a r k e t e d b y t h e

W e s t e r n Area P o w e r A d m i n i s t r a t i o n ( W A P A )

is a source o f e m i s s i o n s - f r e e , base - l oad

p o w e r f o r h u n d r e d s o f c o m m u n i t i e s across

t h e u p p e r g r e a t p la ins s e r v e d by c o n s u m e r -

o w n e d ut i l i t ies . The m i l l i o n p lus c o n s u m e r s -

o w n e r s w e se rve pay f o r 1 0 0 % o f t h e f e d e r a l

h y d r o p o w e r costs. In a d d i t i o n , p r e f e r e n c e

p o w e r c u s t o m e r s also f u n d c a p i t a l

i n v e s t m e n t o f t h e h y d r o p o w e r p o r t i o n , w i t h

i n t e r e s t , a l ong w i t h t h e a n n u a l share o f t h e

o p e r a t i o n and m a i n t e n a n c e costs o f t hese

m u l t i - p u r p o s e fac i l i t ies .

P r e f e r e n c e p o w e r c u s t o m e r s have a c c e p t e d

a n d a g r e e d w i t h t h e d iv i s ion o f cos ts a n d

r e p a y m e n t s t r u c t u r e w h e r e w e pay f o r t h o s e

costs a n d i n v e s t m e n t s ( t h r o u g h p o w e r ra tes)

a l l o ca ted t o o u r c o m m u n i t i e s ? b e n e f i t a n d

are n o t r e q u i r e d t o pay f o r t h o s e costs w h i c h

b e n e f i t t h e g e n e r a l pub l i c . T h e s e d i r e c t v a l u e

costs a n d i n v e s t m e n t s are d e f i n e d as

r e i m b u r s a b l e cos ts a n d are r e p a i d b y p r o j e c t

b e n e f i c i a r i e s w i t h i n t e r e s t .

N o n - r e i m b u r s a b l e cos ts a r e d e f i n e d as

f l o o d c o n t r o l , n a v i g a t i o n , r ec rea t i on , f ish

a n d w i l d l i f e , a n d m i s c e l l a n e o u s cos t , w h i c h

a r e r e p a i d o u t o f t h e F e d e r a l T r e a s u r y

w i t h o u t d i r e c t r e i m b u r s e m e n t b y a p r o j e c t

bene f i c i a r y .

Congress established the national policy for

the allocation o f dam safety investments at

U.S. Army Corps o f Engineers? (USACE)

projects wi th the Dam Safety Act of 1986.

The Act l imits the percentage o f dam repair

costs that may be assigned to project

beneficiaries to 15% o f tota l modi f icat ion

costs that are ?deemed necessary for safety

purposes.? Primary to this non-

reimbursable classification are the

provisions that specify safety costs incurred

to meet current engineering standards or to

accommodate revised hydrology levels

developed after the construct ion o f the

dam should be non-reimbursable.

With an est imated $1.171 bil l ion in dam

safety repairs needed at Garrison and

bill ions more at o ther main stem Missouri

River federal hydropower facilities, the cost

impact, even at the reduced cost allocation,

wi l l be felt in consumer-owner power rates.

As Congress begins wo rk on the next

WRDA Bill, M id -West urges o u r

Congressional Delegat ion to ensure the

USACE fo l low the Dam Safety Act o f 1986

fo r any repairs deemed necessary w i th in

Pick-Sloan Missour i River Basin System

including the reduced cost al locat ion and

non-reimbursable classifications.

improvements to these dams benefi t t he

entire country and the costs should not be

disproport ionately borne by hydropower

customers.

Contac t : J im H o r a n

Execut ive D i r e c t o r

M i d - W e s t E lec t r i c C o n s u m e r s A s s o c i a t i o n

j i m b h o r a n @ m e c o n s u m e r s . c o m

3 0 3 - 7 4 8 - 3 1 7 0

S s »



The Va lue a n d Benef i t s o f Federa l

H y d r o p o w e r

Mid-West Electric Consumers Association

represents 313 consumer-owned utilities in

9 states serving one mil l ion plus consumer-

owners. Federal hydropower is a source of

emissions-free, base-load power fo r the
communi t ies we serve.

As more and more base-load power

resources are retired, the value o f federal

hydropower increases fo r our consumer-

owners. Hydropower generators can be

adjusted quickly, which makes them more

responsive for meet ing peak electricity

demand. Federal hydropower units often

have ?black start? capabil i ty that makes

them especially valuable in restoring power
in the case o f widespread outages or

system disruptions ? this capabil i ty allows

the generating units to cycle back on quickly

if they have been tr ipped of f in a power

outage.

Federa l h y d r o p o w e r ? s s t o r a g e c a p a b i l i t y

and d i s p a t c h f l e x i b i l i t y are cr i t i ca l t o ensu re

sys tem re l i ab i l i t y d u r i n g e x t r e m e w e a t h e r

even ts . D u r i n g r e c e n t e x t r e m e w e a t h e r

events, federal hydropower filled in energy

and capacity gaps whi le the long-term

storage capabi l i ty provided these benefits

th roughout the mul t i -day events.

As consumer-owned util it ies, the benefits o f

federal hydropower are passed on directly

t o the public (consumer-owners) w i t hou t

the tol lgate of prof i t -making entity. This is

known as the ?preference principle? and
ensures the value of the federal

hydropower program that has been paid for

and supported by consumer-owners in the

M i s s o u r i River Basin, s tays in o u r

c o m m u n i t i e s .

Since preference power customers pay for
100% o f the costs o f the federal

hydropower program, preference

customers should retain the mult ip le

benefits o f the federal hydropower system.

Preference power customers in the Upper

Missouri River Basin also fund capital

investment of the hydropower port ion, wi th

interest, along wi th the annual share o f the

operat ion and maintenance costs of those

mult i -purpose facilities.

Mid-West strongly supports appropriate

federal funding o f federal hydropower

facilities in our region. In the absence o f

sufficient federal funding, we believe

financial support is best provided by those

most closely associated wi th and affected

by it, and that local suppor t by the
preference power commun i t y through

Western States Power Corporation

(customer advanced funding) is the most
effective and efficient means of maintaining

the Pick-Sloan Missouri Basin power

system.
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