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I ntegrated System Rate Adjustment Public Forum

Docket No. N/ A

Moder at ed by Ashl ey Corker

Wednesday, December 18, 2024
9:01 a.m

Sout hwest ern Power Adm nistration Headquarters
One West Third Street, Suite 1500
Tul sa, OK 74103
Reported by: Li am Muckal a
JOB NO: 7066102
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APPEARANCES
Li st of Attendees:
Ni cki Fuller, Executive Director of the Sout hwestern
Power Resources Associ ation ( SPRA)
Mar k Bar bee, Kansas El ectric Power Cooperative, Inc.,
SVP & COO
James Striedel, Senior Director GDS Associ ates
Darrell Cal houn, Kansas City Board of Public Utilities
Andrew Ferris, Chief Strategy O ficer KPP Energy
Davi d Yeager, Electric Utility Director City of
Duncan, Okl ahoma
Al ex Hodge, Public Utilities Specialist SWA
Ashl ey Corker, Director Division of Resources Rates
Fritha Ohlson, Senior Vice President and COO SWPA
Tina Kirkpatrick, Public Uilities Specialist SWA
M ke Wech, CEO SWPA
Jeff Little, Western Farnmers Electric Cooperative
Janmes Peel er, Deputy General Counsel SWPA
Keet h Wbrks, Vice President of Operations, SWPA
Dennis Constien, Division Director, Power Marketing
and Transm ssion Strategy SWPA
Bri an Ackernmann, Associ ated El ectric Cooperative Inc.

VP Portfolio Managenent

Hal ey Merritt, DEMCO, Manager Quality & Conpliance
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APPEARANCES (Cont'd)
Amanda Kenly, Associated El ectric Cooperative,
Manager, Energy Contract Origination
Nat han Tackett, Public Utilities Specialist- Division
of Power Marketing and Transm ssion Strategy SWPA
WlliamHiller, Public Utilities Specialist - Division
of Power Marketing and Transm ssion Strategy SWPA
M chel | e Bennett, OWVPA Manager of Menber Services
Brett Bradford, Paragould Municipal Utilities,
Par agoul d, Arkansas
Christina Telles, Associated Electric Cooperative,
Energy Contract Origination
Daryl Steck, Public Utility Speciali st
Danny Johnson, Program Manager SWPA
Dax Spar ks, Senior Hydropower Engi neer SPRA
Doug Colvin, Nixa, MO Utilities Director
El i zabeth N elsen, Public Utilities Specialist SWA
Jenni fer Rogers, Cklahoma Munici pal Power Authority,
Assi stant General Manager
John Stephens, City Utilities of Springfield, MO
Di rector of Power System Control and System Pl anni ng
Mar cus Dowdy, Resource Manager for Paragoul d Muni ci pal
Uilities in Paragould, AR
Mar shal | Boyken, Deputy Adm nistrator SWPA
M ke Shook, Director of Energy Services for KPP Energy
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APPEARANCES (Cont'd)

Preston Storm Power Plant Manager for Carthage Water

and El ectric Pl ant

Ryan Pi ersol, Senior Conmunications Specialist for the

Okl ahoma Muni ci pal Power Aut hority

Al exa Webb, Power Marketing Advisor SEPA
Jaime Ganez, Public Uility Specialist SEPA
Chris Schill, Public Utility Specialist SEPA
Greg Hall, Public Utility Specialist SEPA

Travis Cossey, Assistant Director for Nixa City

Utilities

Bill Bach, Poplar Bluff Minicipal Uilities Poplar

Bl uff, MO

Raynond Eaton, City Utilities, Springfield, MO

Barbara Sm th, SWPA

Kerri Dalaviras, City Uilities, Springfield,

Trey Phillips, City of Purcell
Erin Ml ler
Davi d Nayl or

MO
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PROCEEDI NGS

M5. CORKER: |'m Ashl ey Corker with
Sout hwest ern Power Adm nistration, the Director of our
Di vision of Resources and Rates. | have with ne
Fritha Ohlson, our Senior Vice President and COO as
wel |l as Al ex Hodge and Tina Kirkpatrick, who are both
Public Utility Specialists in the Division of --

So -- and then | -- I'"'mjust going to
go down the list of attendees that | have, if that's
okay, Liam and you can add to your notes as needed?

THE REPORTER: Yes, thank you. And do
you m nd going kind of slow for this part, just so |
can wite everything down properly?

M5. CORKER: Yes, absolutely. So
that --

THE REPORTER: Thank you.

MS5. CORKER: The first nunmber that |
show is a (405) nunber ending in 68.

MS. BENNETT: That woul d be ne,

M chel l e Bennett wi th OWPA, manager of menber
servi ces.

M5. CORKER: Ckay, thank you, M chelle.

MS. BENNETT: Yes.
M5. CORKER: And the next nunber | have
Is a (417) nunber ending in 9000.
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MR. STEPHENS: Ashley, this is John
St ephens. That's probably nme. 1've actually
connected to the Teans and used the phone as audi o, so
| may show up tw ce.

M5. CORKER: Ckay. Thank you, John.

THE REPORTER: Sorry, was that John
St ephens or Don with a D?

M5. CORKER: John --

THE REPORTER: As in door?

MS. CORKER: Wth a J. Yeah.

THE REPORTER: John with a J. Thank
you.

M5. CORKER: Ckay. And the next nunber
that | see is (417) ending in 2626. | believe that is
M ke Wech. He is also showing up on the |ist bel ow.

MR. WECH. That's correct, Ashl ey.

M5. CORKER: Thank you. And then the
next nunber is a (615) area code ending in 35.

THE REPORTER: That is -- this is the
reporter. That is nmy phone.

M5. CORKER: Ckay, great.

THE REPORTER: [It's just an audio

devi ce.
M5. CORKER: (Okay. Okay, so starting
off with the list of names that | have, | would say if
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you have anybody with you whose nane is not going to
show up separately, please |let us know.

The first nanme listed is Al ex Hodge.
As | nmentioned earlier, heis in the roomwth ne.
The next | have Amanda Kenly. You could -- | guess if
everybody could briefly introduce yourselves, that
woul d be appreci at ed.

MS. KENLY: Good norning, Amanda Kenly.
"' mthe Manager of Energy Contract Origination at
Associ ated El ectric Cooperative.

M5. CORKER: Thank you. The next nane
I's Andrew Ferris.

Andrew, could you introduce yourself
briefly?

OCkay. Well, we will naybe conme back to
Andrew. Next nane | have is Brett Bradford.

Okay. We can nove on to Brian
Acker mann.

MR. ACKERMANN: Yes. [|I'malso with
Associ ated El ectric Cooperative. M title is the Vice
Presi dent of Portfolio Managenent.

M5. CORKER: Ckay. Thank you.

Next, | have Christina Telles or
Tel | es?

M5. TELLES: Telles. Thank you.
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l"'m-- I"'mwth Brian and Amanda. |'m an Energy
Contract Originator at Associated El ectric
Cooperati ve.

M5. CORKER: Okay, thank you.

The next is Darrell Cal houn.

MR. CALHOUN: Darrell Cal houn, Kansas
City Board of Public Utilities.

M5. CORKER: Ckay. Next is Daryl
St eck.

MR. STECK: Good norning. |'m Daryl
Steck, Public Utility Specialist with Southwestern.

M5. CORKER: Ckay. Next is David
Yeager .

MR. YEAGER: David Yeager, Electric
Uility Director for the Cty of Duncan, Okl ahona.

M5. CORKER: Ckay, thank you. Next is
Dax Sparks.

MR. SPARKS: Good norni ng, Dax Sparks
with SPRA.

M5. CORKER: Dennis --

THE REPORTER: The audio cut off for
me.

M5. CORKER: Oh, sorry. Could you
repeat your title again?

MR. SPARKS: Good norning. Dax Sparks,
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seni or hydropower engineer with SPRA. S-P-R-A

M5. CORKER: Ckay, thank you.

Denni s Constien?

MR. CONSTIEN: Good norning. Dennis
Constien with Sout hwestern Power Adm nistration,

Di vision Director of Power Marketing and Transm ssi on

Strat egy.
M5. CORKER: Ckay. Doug Col vin?
MR. COLVIN. Yeah, good norning. Doug
Colvin. I'mthe Nixa Uilities Director.
M5. CORKER: Okay. Elizabeth N el sen?
M5. NIELSEN: Good norning. |'m
El i zabeth Nielsen. |1'ma Public Uility Specialist

for Sout hwestern Power Adm nistration in the Division
of Power Marketing and Transm ssion Strategy.

M5. CORKER: Ckay. Haley Merritt?

MS. MERRITT: Good norning. M nane --
l"'m-- I"msorry. |I'mwth DEMCO Manager of Quality
and Conpli ance.

THE REPORTER: Hal ey, could you spell
your nane for nme?

M5. MERRITT: Sure. H-A-L-E-Y,
Merritt, ME-RRI-T-T.

M5. CORKER: Ckay, thank you.

Next we have J Peel er.
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MR. PEELER: Good norning, |I'm]J

Peel er, Deputy General Counsel for Southwestern Power

Adm ni strati on.

M5. CORKER: Ckay. Next is Janes

Striedel.
MR. STRIEDEL: Janes Striedel,
S-T-R-1-E-D-E-L. |I'ma consultant representi

Texas custonmers of SWPA.

MS5. CORKER: Okay. Next, Jennifer

Roger s.

M5. ROGERS: Good norning. Jennifer

Rogers. |I'mthe Assistant General Manager of the

Okl ahoma Muni ci pal Power Authority.
M5. CORKER: Ckay, thank you.

next we have John Stephens. John, | apol ogi ze, |

forget if you noted which entity you are with. [|If you

could just go ahead and do that.

MR. STEPHENS: Yeah, that's fi

Ashley. John Stephens, City Utilities of Springfield,

M ssouri, and |'m Director of Power System Control and

System Pl anni ng.

M5. CORKER: Ckay, thank you. Next is
Keet h Works.
MR. WORKS: Yes, good norning, |I'm
Keeth Works. | amthe Vice President of Operations
Page 10
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for Sout hwestern Power Adm nistration.

MS. CORKER: Next is Jeff Little?

MR. LITTLE: Jeff Little, Operations
Anal yst, Western Farmers Electric Cooperative

M5. CORKER: Next to Marcus Dowdy.

MR. DOADY: Hi. Good norning. Marcus
Dowdy. |'mthe Resource Manager for Paragould
Muni ci pal Uilities in Paragould, Arkansas.

MS5. CORKER: Okay. Next, Mark Barbee?

MR. BARBEE: Good norning, this is Mark
Barbee with the Kansas El ectric Power Cooperative.
' mthe Senior Vice President and Chief Operating
O ficer.

M5. CORKER: Thank you. Next, Marshal
Boyken?

MR. BOYKEN:. Good norning, Marshal
Boyken, Sout hwestern Power Adm nistration Deputy
Adm ni strator.

M5. CORKER: Next is M ke Shook.

MR. SHOOK: Good norning. M ke Shook,
director of Energy Services for KPP Energy.

MS. CORKER: Next is M ke Wech?

MR. WECH. Good norning. M ke Wech.
The last nanme is spelled WE-CH |I'mthe Chief

Executive O ficer of Southwestern Power
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Adm ni strati on.

M5. CORKER: Ckay, thank

Next, Nat han Tackett.
MR. TACKETT: Good norning, Nathan
Tackett. I'ma Public Uility Specialist in the

Di vi sion of Power Marketing and Transm ssion Strategy

at Sout hwestern Power Adm nistration.

MS5. CORKER: Ckay, next,

MS. FULLER:
Ni cki Fuller. |"mthe executive director of the

Sout hwest ern Power Resources Associ ation or SPRA.

MR. ACKERMANN:  Ckay.

MS. CORKER: Next is Preston Stornf

MR. STORM
manager for Carthage Water & Electric Pl ant.

M5. CORKER: Ckay. And the next on ny
list is Liam the reporter. So we'll skip to Ryan

Pi er sol

MR. PIERSOL: Ryan Piersol. [|'mthe

Seni or Comruni cations Specialist for the Okl ahoma

Muni ci pal Power Authority.
M5. CORKER: Thank you.

I s SEPA, the Sout heastern Power

you coul d pl ease | et

room

us know who you al

Good norning, this is

Preston Storm Power Pl ant

Adm ni strati on. | f

you.

Ni cki Fuller?

And t hen next

have in the
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M5. WEBB: Hey, Ashley. This

Webb. I'mthe acting Power Marketing Advisor. |I'm

sorry. And then in the room| have with ne Jaine

Ganez, Chris Schill, and Greg Hall, and they'
Utility Specialist.

THE REPORTER: Could you say those

names one nore tinme, please?

M5. VEBB: Jainme Ganmez, Chris
and Greg Hall.

M5. CORKER: Thank you. Ckay.

And then next on ny list is Ti
Kirkpatrick. As |I nentioned earlier, she is
roomwth ne.

After that is Travis Cossey.

MR. COSSEY: Yes. Good norning.

Travis Cossey. |'mthe Assistant Director for Nixa

City Uilities.

M5. CORKER: Thank you. And then next

Is WlliamHiller.

MR. HI LLER: Hi . I"mWIIliam
|"ma Public Utility Specialist in the Divisi
Power Marketing and Transm ssion Strategy at

Sout hwest er n.

M5. CORKER: |I'm scrolling back up at

the top of the list. | think we did have a couple

is Al exa

re Public

Schill,

na

in the

H |l er.

on of
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peopl e that maybe didn't have audio figured out yet as
well as a new person. So |I'mgoing to go back to
Andrew Ferris if you're able to introduce yourself.

MR FERRI'S: Yes. Andrew Ferris, KPP
Energy Chief Strategy Oficer.

M5. CORKER: Thank you. And then Bill
Bach, if you could introduce yourself briefly.

MR. BACH. Good norning, Ashley. Bill
Bach, Poplar Bluff Minicipal Uilities, Poplar Bluff,

M ssouri .

M5. CORKER: Okay, thank you. And then
Brett Bradford. No, | didn't -- okay. WelIl, | think
that is everybody. We will nonitor the list for

newconers and try to capture those as well.

But in the neantine, we can npve on
wth the forum | have just a brief introduction to
kick us off before we get started with our comment and
guesti on-and- answer session, which hopefully we w |
have plenty of tine for it.

MR. BRADFORD: Hey Ashley, | -- |
apol ogi ze.

MS5. CORKER: Hi Brett.

MR. BRADFORD: |'m having a problem
here. Technical difficulty. This is Brett Bradford,

Paragoul d Municipal Utilities, Paragould, Arkansas.
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Did you hear ne that tinme?

M5. CORKER: | did. Thank you.

MR. BRADFORD: Okay, | apol ogi ze for
the interruption.

M5. CORKER: That is just fine.

Okay, so again, just starting off with
a quick introduction of our power repaynment study.
Depart ment of Energy order nunber RA6120.2 requires
annual power repaynent studies or PRSs for each rate
system The PRSs conpare the estimted annual
revenues and costs for each system over a 50-year
study period to ensure that sufficient revenue wll be
collected during that time to neet all repaynent
obl i gati ons.

"1l provide a brief overview of how
the maj or cost conponents are estimated and how t hose
costs have changed conpared to the FY 2013 PRSs, which
the existing integrated systemrates are based on.
Details on the nmethods and specific costs are provided
in the FY 2023 PRS posted to Sout hwestern's website.

So the first major cost category is the

Cor ps' operation and mai nt enance expenses or O&M

expenses. O&M expenses are cal cul ated using the
expense -- the actual expenses reported on the Corps'
financial statenents for the past 10 years.
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First, we inflate prior years up to

current year dollars. Then we take the 10-year

average of the cost adjusted expense totals to -- to
have -- to arrive at the base O&M cost to be used in
t he study.

Next, we add additional funding to
future years where there are non-routi ne expenses
occurring, and we adjust for changes in full-tine
positions.

Finally, each year of cost of the --
excuse ne. Finally, we inflate each year of the cost
eval uati on period using the values fromthe
presi dential budget.

Overall, expenses increased in |arge
part due to inflationary pressures on | abor costs as
well as increases to actual post-retirenent benefits
and wor kers' conpensation estimate.

The next category i s SWPA expenses.
SWPA expenses are for operation, maintenance of the
transm ssi on system and marketing of the federal
hydr opower ed product. SWPA expenses are cal cul ated
usi ng current budget estimtes for SWPA's | abor, as
wel | as actual values for post-retirenent benefits and

wor kers' conpensati on.

There is an overall i1increase in SWA
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expenses due to inflationary pressures on |abor costs
as well as increases to actual post-retirenent
benefits and workers' conpensation estinmates. There
I's some downward pressure due to -- due to a decrease
I n | ease expenses for the Tul sa headquarters buil di ng.

The | ast mmjor category is principle
and interest. The principle and interest includes
exi sting investnments and future investnents, and
future investnents are conprised of ongoing
i nvest nents, additions, and replacenents. These
I nvestments are for the hydropower projects and
I nclude joint-use itens and the transm ssion system as
well as interests associated with all of those
| nvest ment s.

So existing investnents include capital
construction projects which are conpleted and
considered -- considered to be plant-in-service.

Sout hwestern uses plant-in-service data fromthe

Sout hwest ern Federal Power System financial statenents
for existing investnment debt and interest

cal cul ati ons.

Paynments on existing investnents are
made annually, first on the investnents that are due
at the end of their service life, followed by the

I nvest nents bearing the highest interest rates.
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Anortization of existing investnents
has decreased due to longer tinmelines to place new
equi pment into service conpared to expectations in the
2013 study. This has had the effect of reducing the
ampunt of outstanding investnent debt to be serviced
and has subsequently applied a downward pressure to
the rate.

Future investnent, specifically
construction work-in-progress and additions, includes
ongoi ng capital projects that have not been put into
pl ant-in-service on the financial reports. The val ues
for construction work-in-progress are taken fromthe
Sout hwest ern Federal Power System financi al
statenments -- excuse ne.

Additions are one-tinme capital
construction projects that will not recur within the
50-year study tine period either due to having service
lives | onger than the 50-year study period or to other
special circunmstances. Longer tinelines regarding
contracting and awarded projects has decreased the
amount of funds held in construction work-in-progress
and addition. And that has applied a downward
pressure to the rates.

Future investnent replacenents

represents current cost estinmates for the repl acenent
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of conponents related to hydropower, which occur at
periodic intervals throughout the study's 50-year
period. The frequency of replacenent is based on the
Corps' and SWPA's gui delines regarding service life
for each piece of equipnent.

VWile there was slight downward
pressure on the rate due to replacenents not occurring
as early as previously estimated in 2013, increases in
both the estimted present-day costs of future
repl acenents as well as significant increases in the
construction indexes used to estimte future cost
repl acenents contri buted to the increase -- an overal
i ncrease in replacenent costs and subsequent upward
pressure on the rates.

The | ast subcategory for principal and
Interest is interest. Each fiscal year investnent
whi ch noves to plant-into-service, and therefore
becomes existing investnent, is assigned the PMA

treasury rate applicable for that year. The existing

i nvestnent will earn interest at that rate until it --
and -- and that investnment will earn interest at that
rate until it is paid off.

Future i nvestnents which i nclude

construction work-in-progress, additions, and

repl acenents are al so assuned to use the -- the PMA
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treasury rate for the current fiscal year. The FY
2023 interest rate of 2.75 percent is the sanme as the
rate applicable during the FY 2013 study on which the
current effective rates are based. Having the sane
interest rate in 2013 and 2023 conbined with | ower

I nterest rates in intervening years had a slight
downward pressure on the rate between 2013 and 2023.

So the next mpjor -- mmjor study that
we have available to discuss today is the rate design
study, and because the 2023 power paynent studies
I ndi cated an increase in revenue greater than our rate
adj ustnent threshold of 2.0 percent as required to
meet our repaynent obligation, we were not able to
defer rate adjustnment, and a rate design study was
devel oped.

The rate design study utilizes data
fromthe same sources of the power repaynent studies
to allocate specific costs to the appropriate
I ndi vi dual rate conponents. Detail ed descriptions of
t he allocation of cost conponents are included in the
2023 rate design study posted to Southwestern's
website.

So that is the brief overview that |
have. We wanted to | eave plenty of tinme for specific

guestions and comments. So we will begin that session
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now. Any questions that we are not able to answer
during the forum we'll have the answers posted to
Sout hwestern website at | east 15 days before the end
of the comment period on February 10, 2025, which
means the responses will have to be posted by January
26, 2025.

So the order in which we will accept
comments and questions, the same order in which we
recei ved responses or affirmative RSVPs for the forum
So that would be -- actually, apologies. |I'mgoing to
pause really quick. So first we wll start with N ck
Ful l er from SPRA, then nove to James Striedel, and
then to individuals with Associ ated Electric
Cooperati ve.

And then the | ast person who RSVP d
directly was fromthe city of Purcell, Trey Phillips.
| do not see himon the call this norning.

And then if we have tinme, we will open
it up for additional questions and comments from
others on the |line.

So with that, Nicki, the floor is
yours.

M5. FULLER: Thank you, Ashley. |

appreciate it. Can you hear ne?
M5. CORKER: Yes, | can.
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MS5. FULLER: Yes. Okay, perfect. | --
| appreciate you holding this forum Thank you very
much for that.

| would like to wal k through
specifically the table -- the -- I"msorry, the
schedul e of significant changes that's on page A8, and
"1l -- just tell me when you're there. 1'Il give you
time to get there.

M5. CORKER: Yes, | am working on
sharing ny screen so that we can all see.

M5. FULLER: Okay, perfect.

M5. CORKER: While we are waiting, |
will note |l -- to the -- to the best of ny ability, |
will try to use the sane docunents that were posted on
our website as far as having the first and second
half. W weren't able to keep the docunent in one
pl ace, because it was a very l|large size after we
perfornmed the 508 conpliance, which is required by
law. So like | said, | will try to stay in line with
everybody else. Ckay. Okay. And you said on page
A87?

MS. FULLER: Correct. Actually 8 --
let's go A7. |I'msorry, the actual table, not the
footnotes. And | amreally old and blind. There you

go. Perfect. Thank you so nmuch. My eyes just don't

Page 22

Alpha Reporting 800-556-8974
A Veritext Company www.veritext.com



© 00 N oo 0o b~ wWw N

N D NN NN P P P P P PR R R
ga b W N P O © 00 N OO 0o~ W N O

work |ike they used to. Ckay.

Sol -- I'"dliketo -- to walk through
this, but -- but | have a -- or at |east one holistic
gquestion first to make sure that | am |l ooking at this
correctly is that, you know, these are just the
differences that were identified between the 2022
power repaynent study for the integrated system and
the 2023 power repaynent study for the integrated
system is that correct?

MS. CORKER: That is correct.

M5. FULLER: Okay, perfect. That's
what | thought. Okay.

|"d like to -- could you scroll down a
little bit? 1'd like to talk about just the -- the --
sonme of these differences between the two, of course
the ones that -- that stand out the nost. So first
|"d like to tal k about the increase in purchase power.
Can you speak to the drivers of the increase in the
cost and of the actual purchase? The increase in
purchase of power?

M5. CORKER: Yes. So when you say,

"The actual increase in purchase,” do you nean the
I ncrease fromthe 220.6 to the 225.9 gigawatt hours?
MS. FULLER: Yes.

MS. CORKER: So this woul d' ve been
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| argely driven by the esti mated outages in the study
period. So we -- we have an -- a period of
significant reinvestnment going on right now in our
hydr opower system which neans there are nore outages
both -- and forced.

So what we do to estimate our purchase
power is we focus in on the purchases required to neet
our contractual demand during our peak peri ods,
specifically the summer. So if we have additional
units unavail able or estimted to be unavail able
during the summer, that will result in an increase in
pur chase power needed in order to neet our contractual
obligations. So that is -- that is the main driver
behind the increase in the -- the volune of energy
purchased is the estimted outages for the period.

As far as the cost, we've | ooked at a
variety of ways to estimate the -- the cost. There is
a capacity and an energy portion to this. Although we
have seen capacity costs increasing in general, energy
costs have actually decreased a little bit from where
they've been in the last five to ten years. So we
were trying to estimate sonething reasonabl e across
t he 50-year peri od.

So the energy cost, | think, is

relatively stagnant, which is mybe why there's not as
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much of an overall increase in -- in the cost of power
despite the -- well, I"'msorry. | -- I"mgoing to
stop there, actually.

M5. FULLER: No, that's great. Thank
you, Ashl ey.

My question, and -- and you may not be
able to answer this, but as you |l ook at the next power
repaynment study, where do you forecast that this
amount of purchase power will be given that we got --
we have a few plants back on and a few plants back
off -- offline?

MS. CORKER: Sorry, I'm-- we're
sidebarring very quickly, just so that --

MS. FULLER:  You're fine.

M5. CORKER: Reporter is aware.

Ckay, so our sidebar is over, and |
think we are -- we need to stick to the FY 2023 power
repaynent study and study for the content of this
forum | think it sounded |ike your question was
about future cost estimation. So we'll -- we'll not
be able to discuss that today.

M5. FULLER: Sure. Okay, noving on,
l'd like to go on to nunber 12, the Corps project O&M
The difference between 2022 and 2023 bei ng about 7.2

mllion, | heard you say. And -- and in your report,
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it says this is due to an increase in wages, workers'
conpensation, and retirenment benefits. This seens
like a very large junp in one year. |s there any way
to break down what caused such a significant junp
other -- you know, if it's in these three buckets, how
is it broken down in these buckets, and -- and why was
there such a large increase over one year?

M5. CORKER: So regarding the
year-to-year increase, that was actually due to a
change in the -- in the nmethod which we esti mated
Corps O&M costs. We actually discovered in 2023 that
usi ng the nunbers provided by the Corps had
historically underestinmated their costs. So their

future costs were |l ess than their past costs.

So we devised a new nethod that Is, as
| nmentioned at the beginning, is based on the last ten
years of actual cost as well as their estimate of
their future. So we believe that this better reflects
the actual costs that have occurred within the | ast
ten years, which would have been from 2013 to '23. So
the increase is not necessarily a junp in the actual
cost fromone year to the next. It is just better
reflecting the -- the overall increase in costs from
2013 to 2023.

M5. FULLER: Thank you, | appreciate
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t hat expl anati on.

I"d Iike to nove on to nunber 13.
The -- can you tell ne what makes up the -- or what
makes up the bucket of service charges, and what is
the driver of the $8.3 million increase in that
conmponent ?

M5. CORKER: So -- and just really

qui ck, if sonebody could point me to the page where

the service charges are laid out, which that -- so
the -- the main driver here of the $8.3 m |l lion
I ncrease is going to be, | believe, the M SO

transm ssi on expense.

Sorry, we're going to sidebar again.
Sorry, | was incorrect. | apologize. This is why I
needed the sidebar. W're trying to find the page
nunber that we can flip to to show you the specific --

M5. FULLER: Sure, that'd be great.
Thank you.

M5. CORKER: | -- I'"Il find it. Okay.
We're -- we are still looking for that. | believe the
information is in the study, and we are trying to
figure out which page it is on. So we have nade a
note to circle back to that if that's okay, N cki.

M5. FULLER: Yeah, absolutely. And --

and I'mglad I'mnot the only one that had a probl em
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finding it, so that nakes ne feel better. | wll keep
goi ng.

| -- 1'd like to talk about the next --
t he next section, nunber 14, the total operating
expenses shows a $15, or I'msorry, $15 mllion
I ncrease from'22 to '23. Can you explain what the
driver of that increase is?

M5. CORKER: Yes, so this is the total
of the -- | believe, the purchase power cost, the
Sout hwestern marketing cost, the Corps O&M and the
service charges. So the main drivers of the increase
I n total operating expenses is going to be the about
$7 mllion increase to the Corps O&M and the $8
mllion increase to the service charge.

M5. FULLER: Okay, perfect. Thank you.

| -- I"msure you can anticipate ny next question.
Number 15, the total investnents. And -- and again, |
think I -- 1 -- I"mpretty clear on this, but can you
just briefly explain what has caused the driver
between 2022 and 2023 in that large difference in
colum 15 for total investnents?

M5. CORKER: Yes, we are going to
sidebar on this as well, so | make sure to provide
accurate informtion.

Okay, thank you for a little bit of
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patience. So that -- the increase in investnent is

| argely just driven by having ten years of additional
construction projects being conpleted and put in a

pl ant-in-service. A big exanple of this would be the
Ozark Turbine Rehabilitation. Al of that investnent
was placed in a plant-in-service during the tinme

bet ween 2013 and 2023.

M5. FULLER: Ashley, again, this is
showi ng ny ignorance here, but | thought this was the
di fference between 2022 and 20237

M5. CORKER: And |'msorry, but you are
correct. | apologize. Ozark did, was put in
pl ant-in-service in 2023, and it was about, | think
$96 mllion. So that would be a portion of it. W
can, again, we can try to prepare a nore detailed
response to this. There is a significant anmount of
i nformation on the investnents in the -- in the study,
but I -- we do not have it on hand right now to
di scuss in detail

M5. FULLER: That's okay. |If you could
prepare one, that would be great.

And then, of course, just I'll nove on

to colum 16, which is ny final question. The

difference between those two colums in one year seens
very significant. Just wondering what makes up that
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total ?

M5. CORKER: So this is a pretty
significant increase that occurred from 2022 to 2023.
It was largely driven by cost increases that have been
realized since the 2020-2021 tinefranme as far as, you
know, the -- the cost of -- of doing electrical work
or work that involves a ot -- |lot of nmetal such as
| i ke turbine replacenents or gate replacenents, things
like that. So we -- we actually increase the cost
estimate for many of the mmjor conmponents on our
repl acenents |ist.

But the other major driver is that
there were significant increases to the construction
i ndexes, which are used to inflate the cost into the
future.

So -- and one -- one itemof note here
is that when we did the 2022 study, we had not
recei ved updated construction index information. So
the '23 -- or sorry, the '22 study was still using
construction indexes from 2021. So there were
relatively significant increases from'21 to '22 and
‘22 to '23. However, the junp that we're seeing in

the construction indexes from'22 to '23 is really

from 2021 to 2023 because we didn't have the updated
2022 information. So that's exacerbating this junp a
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little bit.

M5. FULLER: Thank you. And just so |
make sure |I'mtal king about the right thing, when
you're tal king about this particular conponent, you're
tal ki ng about the estimated cost for all major
repl acenents, not just the ones that have been
conpl eted, but -- but the ones that will be conpleted
in the future; is that correct?

M5. CORKER: That is correct. And it

really -- the -- the replacenents is actually only the
ones that will be conpleted in the future. And that
Is one thing we will -- so that line 15, the total

I nvestment is really the existing investnment. And
then line 16, the total mmjor replacenents is actually
t he construction work-in-progress, additions, and
repl acenents. So we've changed our term nol ogy since
this draft docunent was prepared. So just to clarify
that a little bit.

M5. FULLER: That's very hel pful, thank

you.
That concl udes ny questions as of now.

| -- | appreciate your time and -- and | ook forward to

the additional information that you guys will send

out. Thank you.

M5. CORKER: Ckay. And we wll -- we
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will go back to your question on the service charges.
That is on page D7, which is page 30, | believe, of
the PDF. Sorry about that. Ckay, page D7, on page
D7.

MR. HODGE: Thirty -- it's |like 35, 36,
37. It's -- it's at there, nmultiple pages.

M5. CORKER: Ckay. Okay, so we'll go
with page 37, 38. |'mon page D8, however. The
service charges are |isted out here for FY 27,
believe -- and | apol ogize, | was correct. | doubted
myself a little bit there. The main driver of the
I ncrease in service charges from'22 to '23 is the
transm ssion for -- to bring the generation from
Bl akel y Mountain and DeGray from M SO into
Sout hwest ern' s bal anci ng area.

M5. FULLER: Perfect, thank you so much
for that.

M5. CORKER: Ckay. And then | do have
one outstanding itemregarding investments which we
wll likely address by posting a response to our
website by January 26t h.

M5. FULLER: That sounds great, thank
you.

M5. CORKER: Ckay, thank you. Then

next on our |ist of speakers is Janes Striedel.
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MR. STRI EDEL: Ashley, this is Janes.
Can you hear ne?

MS. CORKER: | can. Thank you, Janes.

MR. STRI EDEL: Again, let me start off
by expressing appreciation for this forumas -- as
Ni cki did and also for the fact that we've been 11
years without a rate increase in -- on these system
rates. | know that the SWPA staff has put in a | ot of
effort in cost cutting to help us to get to this point
fromtheir part of the cost, and it -- it is not
unnoticed, and it is very nuch appreci at ed.

If you could go to the RDS table one, |
believe it's page 170 of the second PDF.

M5. CORKER: Thank you, Janmes. Very
hel pf ul .

MR. STRIEDEL: If you could kind of
be -- well, we'll just leave it there. |It's kind of
hard to see all of it probably, unless you' ve got a
really big screen here. But let nme just ask a few
questions here that are high |level and then get into
sone of the pieces here that -- that we're | ooking at
her e.

Agai n, these rates cover how many
generation project -- hydro generation projects?

M5. CORKER: They cover a total of 22
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hydr opower projects.

MR. STRI EDEL: Okay. And how many of
those projects are integrated together on the --
the -- by the SWPA transm ssion systemor by firm
transm ssion contract?

M5. CORKER: Nineteen of the twenty-two
proj ects.

MR. STRI EDEL: And how are the other
three different?

M5. CORKER: The remmi ning projects,
whi ch are Deni son and Narrows and Wi tney are
financially integrated with our interconnected
system -- the 19 interconnected system projects in
order to provide nore stability for the rate. So they
do share the -- totally financially integrated, they
share costs and revenues.

So the -- the main difference is that
they are not connected to Sout hwestern's transm ssion
system and they are also not -- there is not a firm
amount of energy that those -- that the custoners of
those three isolated projects receive each year. So
Sout hwest ern doesn't purchase to make up any deficit
in the -- the energy output fromthe projects that
woul d be due to a |l owwater year. And accordingly,

those three projects do not pay the -- the purchase
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power char ges.

MR. STRI EDEL: Okay, thank you. And
within the new rate schedule, as we saw earlier sone
of Nicki's questions, there's now a wheeling charge or
a firmtransm ssion contract, and that's in that --
now i n that purchase power and wheeling charge that's
now bei ng proposed; correct?

M5. CORKER: That is correct.

MR. STRIEDEL: All right. So these
projects don't have a 1200- hour guarantee based on
their contract capacity. They take whatever energy is
avail able fromthese specific plants, and they're not
I nterconnected as you've just stated. Looking at the
RDS page that we're | ooking at here on the screen,

t hese rates, particularly colum -- well, you don't
have col um nunbers on them but the hydropower
transm ssion service colum, that is the transm ssion
cost for that integrated systemthat SWPA oper at es;
correct?

M5. CORKER: That is correct.

MR. STRIEDEL: Okay. |[|'msorry, |
m ssed what you said.

M5. CORKER: |I'msorry. You're
correct.

MR. STRIEDEL: So that part of the rate
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Is for the transm ssion service to which these three
projects and contracts for these custoners i s not
connected. And again, the portion of the rate, just
| ooking at it and not getting into any of the detail
of that columm of hydropower transm ssion service, it
totals $1.15 per KWnonth; is that correct?

MS. CORKER: That is correct.

MR. STRIEDEL: And it's also
approximately 5.30 of the total -- | nmean it's a $1.15
of the total 5.30 charge for federal capacity?

M5. CORKER: That is correct.

MR. STRIEDEL: Okay, | -- | appreciate
that. Can you state whether or not these three
projects benefit fromthe integrated -- SWPA' s
I ntegrated transm ssion system and costs?

M5. CORKER: So Sout hwestern believes
that these projects do benefit fromthat, because it
is part of the bundled rate for capacity. As |
mentioned a few m nutes ago, these projects are
financially integrated. That financial integration
does include the capital and expense costs associ ated

with transm ssion, which again are as part of the

bundl ed rate.
So by paying that bundl ed capacity rate
and being financially integrated with the 19 projects,
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we believe that the three isolated projects do
ultimately benefit through paying this transm ssion
rate.

MR. STRIEDEL: All right. Let's | ook
at the colum generation. That's a part of the
capacity charge to all of these custoners; correct?

MS. CORKER: Correct.

MR. STRIEDEL: The 3.88?

MS. CORKER: Correct.

MR. STRIEDEL: |Is there -- is there
reci procal benefits for sure on the generation
directly? They all have capacity in generation, and
they share in the cost and the -- the reciprocal
benefits?

M5. OHLSON: Sharing the costs and
revenue? Yes.

M5. CORKER: Yes, they share in the
cost and in the revenue.

MR. STRI EDEL: Okay. As was stated
earlier, we saw that -- and if you go over to the
purchase power and wheeling charge over to the right,
it's also a generation function. The purchase power

and wheeling $23 mllion, is that charged to the

| sol ated project contract?
M5. CORKER: No, it is not. It is
Page 37
Alpha Reporting 800-556-8974

A Veritext Company www.veritext.com



© 00 N oo 0o b~ wWw N

N D NN NN P P P P P PR PR R
ga b W N P O © 00 N OO O~ W DN O

separate fromthe generation.

MR. STRIEDEL: So how is that different
than the transm ssion systemthat the isol ated system
customers are not connected to?

M5. OHLSON: It -- it's different in
that both the 19 generation projects as well as
Sout hwestern's transm ssi on system the portion of --
of which is attributed to federal power delivery,
because we do have, you know, a portion of those costs
that are carved out for non-federal custoners. So the
portion -- the transm ssion, the portion associ ated
wth federal power as well as the -- all 22 projects
are financially integrated.

And there's a benefit there in the
di versification of those financials, both froma
revenue and a cost standpoint. You know, as those
| sol ated projects have received -- you know, have --
have had costs associated with them w th major
conponent replacenents that in sone cases have
resulted in capacity increases and, you know,
additional benefits to those custoners, those costs
are being repaid by the entire integrated system of
rates.

So -- so those costs at the isolated

projects are being born by the entire set of
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I ntegrated system custoners. So it's a financi al
sharing of benefits and costs.

MR. STRIEDEL: Those itens of increased
capacity that you just illustrated, those costs would
be under what colum of this RPS? Generation or
hydr opower transni ssion service?

M5. OHLSON: It -- it's potentially in
bot h, because there are conponents of the Corps -- of
t he Corps generation projects that are carved out and
considered a transm ssion cost. And simlarly, there
are sone conponents of Southwestern's transm ssion
system that are carved out and are considered to be a
generation cost. That's, you know, provided in nore
detail in -- in the rate design study.

You can see it at a high level, |
believe -- maybe not on this table. Yeah, you can see
where there's existing project investnent -- existing
project investnment that then is associated with
transm ssion and vice versa, transm ssion investnent
and then transm ssion investnent associate which

generati on.

So it -- it's -- it's the fact of
those -- the transm ssion system if -- if you think
of it as like a -- |like a project, |ike a Corps

project, those are all financially integrated, the 22
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proj ects and Sout hwestern's transm ssion system So
there's -- there the diversification of costs and then
t he revenues com ng in.

MR. STRI EDEL: And those projects that
you're tal king about, addition, are listed there in
the rows |isted as project investnment -- project
i nvest nent s/ proj ect repl acenent?

MS. OHLSON:  Yes.

MR. STRI EDEL: That's specifically what
you're tal ki ng about ?

M5. OHLSON: Yeah, you can see where
there's that split.

MR. STRIEDEL: So there's, so you see
some benefits there?

M5. OHLSON: | see the benefit as the
financial integration overall. Again, it's -- it's
|i ke a diversification of a portfolio. You know, if
one of the isolated projects is in -- you know,
there's a diversification here of -- of region and --
and you know, hydrol ogy.

So if one of the isolated projects is,
you know, having a | ow generation year and potentially
on its own could -- repay its own cost, because it's
financially integrated, revenues brought in by other

projects, including the fact that Southwestern
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provi des transm ssion services, those revenues are
applied to that isolated project. So there -- there's
conplete financial integration with -- with the costs
and revenues.

MR. STRIEDEL: Do the isol ated
facilities gain any portfolio benefit fromthe
hydr opower-integrated facilities as far as energy is
concer ned?

M5. OHLSON: I'm-- | -- 1 think I know
what you're -- what you' re asking, James, and | -- |
t hi nk, you know, clearly there isn't energy delivered
fromthe interconnected systemto an isolated project.
That's, you know, contractually how those isolated --
how t he isol ated projects work.

You know, the -- the sane is true in
reverse. The interconnected system custonmers do not
receive, you know, direct energy froman isol ated
project. But again, the -- the characteristics of
energy delivery are not -- are -- are not relevant to
the financial integration of the 22 projects and
Sout hwestern's transm ssi on system

MR. STRIEDEL: 1In this rate design
study, is SWPA adhering to a cost causation rate
principle? The custoner that caused the cost pay the

cost, and the custoner that benefit fromthe cost
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shoul d pay for the cost?

M5. OHLSON: The concept of the
financially integrated rates, yes. | nean, again, an
| sol ated project custoner benefits fromthe revenue

generation across these 22 projects and the

transm ssion system There's -- there's no -- yeabh,
differentiation in those -- those revenues when they
conme in. They're applied to the project and -- and,
you know, conponent as -- as needed. So there --

there's benefit there.

MR. STRI EDEL: Okay. Again, I'll |eave
any other questions to the -- to the witten comments.
A couple of -- couple of requests. One would be can

we pl ease have el ectronic copies, Word and Excel of
the PRS and the RDS? Again, trying to pull sone of
t hese nunbers together and seeing exactly what the
formulas are, it's a little bit difficult fromthese
PDFs, and it'd be greatly appreciated. And again, |I'm
sure there's other custoners who would like to benefit
fromthat also.

MS. CORKER: Your comment has been
not ed.

MR. STRIEDEL: All right. Again, |

appreciate the opportunity to nake comments and
guestions, and I'Il turn it back over.
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M5. CORKER: Ckay, thank you. The
next -- we had several representatives from Associ at ed
El ectric Cooperative.

M5. KENLY: Good norning, Ashley. This
s Amanda Kenly. | have -- first | want to say thank
you, as -- as both Janes and Nicki did for providing
this forumand an opportunity for the custoners to ask
guestions of Southwestern. W really appreciate all
the information that you've assenbled and di spersed
for our consunption. It is a lot to get our arns
around, so appreciate this forumto ask sone questions
to help us navigate that.

So |l -- | do have just a few questions
and then I'Il -- 1'll give the floor back to other
custoners who -- who may want to interface with you.

| guess first of all, | appreciate you
wal ki ng t hrough the schedul e of significant changes
between the prior rate repaynent study and this
current rate repaynent study. Just a question on the
M SO transm ssion cost. Can you confirmthat that
I ncrenental annual cost is perpetuated throughout
the -- the 50-year study kind of on a go-forward
basi s?

M5. CORKER: Yes, it is.

MS5. KENLY: Ckay, thank you. Al so,
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| -- 1'"d like to understand a little better how the
wat er assunptions are -- are handl ed. Does under --
underpi nning the rate repaynent studies, could you

ki nd of speak to how that -- what -- what assunption
Is used? Obviously, there are high-water years,

| ow-wat er years. |If you could just provide sone
clarity on what goes into the rate repaynent study as
far as water, that would be hel pful.

M5. CORKER: Yes, absolutely. So
essentially, we have a period of record of inflows
that we feed into our hydropower nodel or system
nodel. And that period of record used for the 2023
study is 1928 through 2022. So in the early years,
there are estimates about the -- the inflow that
woul d' ve cone into our projects based on the
hi storical rainfall. And then, you know, as projects
actually conme on board, it's the actual inflow that
was recorded into those projects.

So we take that, you know, nearly 100
years of inflow and we run a period of record
simul ati on and based on the, you know, our other base
assunptions, which includes capacity availability, you
know, versus outages. And so once we have a run for

each of those nearly a hundred years, we take the

average year as far as to informour -- our rate, our
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power repaynent study, as well as our rate design
study. There is a table find it page 162.

So once we do design a rate based on
t he average water conditions, we do have this little
chart show ng, you know, what our revenue would be
based on the high-water conditions and the | ow water
conditions. So the m nimum and the maxi nrum just to
show that we're still neeting our m nimm net
revenues, which is after we pay off all our expenses,
that's the ambunt we need to pay investnents. And so
| knowit's hard to see here, let me zoomin a little
bit.

But the -- so the rate of $5.30 per
kilowatt nmonth and 12.8 mls per kilowatt hour is
here, and it does -- even in our |owest estimted
water year, it does -- it is giving us the bare
m ni rum net revenues required to pay off the
i nvestnent. So we essentially design the rate to
ensure that we -- we will be able to do that even if
we do have a bad water year. But it is based on the
average water year, which again is consistent across
all of our various rate alternatives.

M5. KENLY: Ckay, thank you for that.
As it relates to kind of the -- the forward outl ook on

capacity, you nentioned as you're |ooking at period of
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record, you know you're |ooking at capacity,

avai lability, or outages. 1In the forward projection
for both the rate repaynent study as well as the rate
desi gn study, are you assum ng any capacity uprates to
projects or retirenents or reductions in capacity of
projects in those studi es?

MS. CORKER: So | -- we would assune
those if we believed themto be reasonable. | believe
as far as uprates, that is sonething that we woul dn't
necessarily assune until we saw it. But also sane
with the derates.

So essentially what we do for our
resource analysis, which is the period of record nodel
that | spoke to regarding inflows, we hone in on the
first five years of our 50-year study period. So we
do -- we have better assunptions that we can nake for
those first five years of the study as far as the
anti ci pat ed out ages.

We do not anticipate forced outages
t hat have not yet occurred. W do anticipate planned
out ages, which we've seen recently. W've antici pated
themin the resource analysis, and then they haven't

actually happened as early as they thought or as early

as we had estimted, but perhaps we had a, you know, a
forced outage instead. So everything sonmewhat evens
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out .

But we woul d consider -- within that
first five-year period, we would consider an uprate or
a derate or an outage if we knew for sure that it was
happening. So |I would, I -- | would have to |ook in
our 2023 resource analysis to see if we did assune any
uprates. But that can be -- if you'd like, that can
be one of our -- our due-outs for the -- the responses
posted prior to January 26t h.

MS. KENLY: Yes, that -- that would be
appreciated. Thank you.

| guess the -- the last thing | had a
guestion on was around the new rate structure. Wuld
you be able to wal k us through at a high |Ievel how you
determne the rate structure, and in particul ar,

di scuss any differences in the way this rate structure
I s designed conpared to current?

In particular, | was |ooking at the --
the discussion that's in the second half packet that
starts on page L2 and L3, and there was a paragraph on
this on L3 that discussed including a separate
conmponent that segregates purchase power revenues. |
just want to understand if that is -- if that is
sonmehow di fferent than what is currently in place.

So -- and that's my | ast question.
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MS. CORKER: Ckay, thank you. Well,
answering that question on a high level, there are
no -- I -- | would say there are no substanti al
di fferences in how we've designed the rate conpared to
2013. We did have to nmake sone adjustnents due to
changes that had happened since 2013, just as an
exanpl e, the network integration service that many of
our custoners now received through SPP rather than
from Sout hwestern. That was sonething we had to make
sure that we handl ed appropriately.

But in general, the overall rate design
Is the sanme. Answering your specific question, the
carve-out of the -- the purchase power costs is the
sane that we have currently in place based on our 2013
rate. We have added the -- the new M SO transm ssi on
costs to that conponent, the purchase power adder.

And we also will be ensuring that any
revenue from Bl akely Mountain/DeGray is al so added to
t hat conponent. So the purchase power adder has --
has changed sonewhat. Again, nore so due to just the
changes that we've experienced in the |last ten years
rat her than a specific change in design. | can
certainly wal k through our -- our nmethod. Well, | --
| guess | would stop there and say did that help with

your nore specific question?

Page 48

Alpha Reporting 800-556-8974
A Veritext Company www.veritext.com




© 00 N oo 0o b~ wWw N

N D NN NN P P P P P PR R R
ga b W N P O © 00 N OO 0o~ W N O

M5. KENLY: Yes, Ashley. Thank you.
And if you could wal k through the nethod, that woul d

be great.

M5. CORKER: Yes. GCkay. So | do think
that really begins on -- I'"mgoing to say page -- the
very bottom of page L7, and actually, I'mgoing to

sidebar really quick just to kind of get a plan in

pl ace for howto do this. It is -- there's a lot of

i nformation, and I want to make sure I'msharing it in
t he best way possible.

Ckay, thank you for your patience. So
again, very first step is to define the base year of
our rate design. W always use the -- the fifth year
of the study, which is because the power repaynent
study, | nentioned briefly that we really hone in on
the first five years of costs. | think |I nentioned
that as far as you know, outage assunptions and any
uprate or derate assunptions. But we do the sane
thing for our cost estimates as well.

So we estimate the first five years of
expenses and we really hone in on the -- the first
five years of any future replacenents, and then we
carry that fifth year out for the next 50 years. So
we're very intentional when we are making the

deci si ons about how the figures | ook because again,
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that will inpact our study significantly. It is 46
out of the 50 years of cost analysis. So we're, you
know, | guess very intentional with how we esti mte
t hose costs to make sure that we're not

| nappropriately over or underestimating costs

t hr oughout the study peri od.

So the study period for the 2023 power
repaynment study is 2023 through 2072. The fifth year
s 2027. So 2027 is our base cost year or base year.
Next, as noted with table two, all of our annual costs
are tabulated. This information is taken from our
power repaynent study and serves as the base for our
rate design study.

Essentially we have -- we have our
revenue requirenent fromthe power repaynent study and
then we break themup into the various cost
conponents. And that is a big step for determ ning
how t hose various costs should be allocated to our
rat e conponent.

And I'll just note here, the integrated
systemtotal revenue requirenment from our power
repaynent study is about 238 mllion. So that is --

that is our goal when assigning the rate is to reach

that on an average annual basis.
And then, so the next step is to | ook
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at the existing investnents -- and I'msorry | know
this is really zoonmed out for you all. 1'lIl kind of
zoomin a little. So once we have all of our -- our
costs listed in table two, tables three and four take
all of our existing investnents as well as the

addi tions and replacenments and kind of get relative
requi renents for repaynent.

So we're not actually -- we're not
actually saying that this is how much we need to pay
every year, but we're getting the relative investnment
for each of those categories and developing ratio
factors. So then those ratio factors are applied to
the estimated average annual revenue that we have to
pay off our existing and future repl acenents.

And so what tables three and four do,
essentially one of themis for the project investnment
and the other is for the transm ssion investnent. And
both of them carve out the portions of transn ssion
I nvest ment for projects and project investnent for
transm ssi on appropriately.

And then tables five and six again
continue to get those ratio factors once we have the
project investnent and then the transm ssion
I nvest nent associated with project and so on so that

we can get an adjusted annual equival ent cost, which
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I's shown in table six.

So then the next item-- so the next
itemis to essentially classify the cost into
transm ssion and generation. So this is done in table
seven -- excuse ne. And then -- sorry it's hard, |I'm
so sorry. It's harder to do this w thout being able
to look at the table at the sane time which is
normal ly how | explain this.

So -- and again, you take the cost,
divide theminto transm ssion and generati on, which
are the two high-level categories.

And then we | ook at the ancillary
services in table eight. So those are based on -- one
of themis based on an EPRI nmethod. The other is
based on, you know, kind of carving out the investnent
associated with each ancillary service and applying it
to the custoners who benefit fromthat specific
ancillary service.

And then this next paragraph, nost of
it is just kind of the history of what we used to do.
This was actually a change that we had based on -- or
a change from our 2013 rate design study to the 2023
rate design study. Essentially the way we used to
determ ne the generation cost breakdown between the

capacity and the energy conponents we felt was no
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| onger applicable, because the -- the cost for a

hydr opower project that goes with energy is a largely
fixed cost. That would be things like procuring the
| and, building the dam things |ike that.

So it's really the -- the capacity

costs are going to bear the -- the mpjority of the
ongoing reinvestnment. Things |ike the turbines, the
generators, and the -- the ancillary equi pnent, you

know, are largely due to just to have that capacity
avai |l able. The energy, since it's just water, is a
relatively fixed cost in the |ong run.

And so what we had seen is that as nore
and nore investnent was added, nore and nore of the
costs were shifting towards energy based on the nethod
t hat we had devel oped in the past. So after

consi deri ng what other power marketing adm nistrations

do and | ooking nore close -- shifting towards -- oh
sorry, | -- 1 said the wong thing. So the costs were
shifting nore and nore towards capacity -- excuse ne,

| think I did kind of lead up to that appropriately at
| east .

So with cost shifting nore towards
capacity and away from energy, we | ooked at what ot her
power marketing adm nistrations do and al so ki nd of

honed in on our |ast several power repaynents or rate
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design studies prior to 2013. And we determ ned that
it would be appropriate to just use a set cost factor
for these things, kind of |ocking themin nowto
prevent costs from skew ng farther towards capacity in
the future.

So shown on the top of page L10 or 167
in the part two PDF can show the -- or this shows the
all ocation factors for capacity and energy for the
exi sting investnent, additions, and operation
mai nt enance as well as future replacenents. And these
were based on an anal ysis of past power repaynent
studies, and then it also -- and then we assign the
ancillary service cost to generation and depreciation,
which is capacity and assign our service charges again
to the -- the energy capacity, just kind of placing
each cost in its separate bucket.

We do sonething simlar for the
classification of transm ssion cost, taking a | ook at
the total investnent, the relative total investnent
bet ween the transm ssion service and the
transformation service and the -- and we determ ne the
al l ocation factors again was based on that relative
| nvest nment .

| nmentioned the service charges

earlier. W apply those to the specific bucket.
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Again, kind of trying to maintain the -- that the
costs are assigned to the conmponent that will recoup

the revenue for it.

And then -- sorry, this is kind of on
the very edge here. The final steps in -- in deriving
t he conmponents of cost are -- are allocating to the

capacity transm ssion energy costs for each category,
agai n, kind of based on where those costs wll be
recouped via that specific rate requirenent. Tables
11, 12, and 13 summarize this for the capacity side,
t he energy side, and the non-federal use of the
transm ssi on system

And then table one summari zes
everything, which we were | ooking at earlier is kind
of which costs go to which -- which rate conponents.

And then finally the purchase power
account is handled separately fromthe rest of that.
It does include our estimated annual purchase power
expense as well as the transm ssion expense from M SO
to Sout hwestern system And we al so have the purchase
power adder adjustnent, which is set at the sane -- or
it's informed by the -- the purchase power adder

itself. W have the ability to change that tw ce a

year within the limt of 0.0087 kilowatt hour.
And so I'msorry that was -- it's --
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it's alot of information, and | -- | hope that hel ped
alittle bit. It's -- again, it's alot to talk --
just talk through w thout being able to show you data
at the same tine. And | am happy to answer any ot her
specific questions.

MS. KENLY: Ashley, | appreciate that.
It -- it's -- it is, you know, the first tine that,
that we've seen a rate structure be rolled out as a
change from-- fromwhat was in place before. So
appreciate the high-level review of that. | may have
sone additional questions, so | reserve the right to
ask questions later on this call, or we'll submt them
in witing. Thank you very nuch.

M5. CORKER: Ckay, thank you. 1Is there
anybody el se from Associ ated that would |ike to ask
questions or -- or share coments?

M5. KENLY: | don't believe we have
anyone el se that will ask questions. Thank you.

M5. CORKER: Ckay, thank you. And then
| can't see the list right now Is Trey Phillips from
the city of Purcell on the |ine?

| "' m hearing nobody, so, | guess, | wll
open it up to additional questions from others that
have joined the forum |If folks are on Teans, | think

maybe using the raising hand techni que woul d be
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hel pful .

| see Nicki has her hand rai sed.

M5. FULLER: Yes. Thank you, Ashl ey.
Just a question about procedure. You nentioned the
coment period closes February 10th. |If fol ks have
addi ti onal questions after this nmeeting, should
they -- will there be another public forum or should
those be submtted by email only?

M5. CORKER: We're going to sidebar
qui ckly in the room

Ckay. Thank you again for your
patience. You are correct. The next step would be
submtting any foll owup questions in witing. W can
provide the emai|l addresses if needed in the chat that
t hose questions should be submtted to. | think it's
swpar at es@wpa. gov. You can also CC ne and Al ex on
t hat .

And so the -- the process is that any
written comments received will be addressed after the
end of the public comment period as part of our next
federal register notice. |If we receive sufficient
coments that we believe a second forum woul d be
beneficial, we will plan for that as well, again, via
a federal register notice announcing the date and tinme

of such forum
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Again that is, if -- 1 believe it would

be Sout hwestern's adm ni strator deens it necessary.
Ot herwi se, any outstandi ng questions fromtoday wl |
be posted to our website by January 26th. And then
any written comments received after the forumwl|l be
addressed in a future federal register notice after
the end of the -- the comment period on February 10th.

M5. FULLER: Thank you. What is your
anticipation for timng of inplenmentation of this
rate? Can you wal k through the process after February
10t h? What are the next mlestones up until
| npl ementation of the rate?

M5. CORKER: Yes. So that does depend
on the nunmber of witten comments that we receive, and
when we receive them W' Il have to, you know,
consi der those comments and address each one. And
then if -- if there is a comment that potentially
results in, you know, sone redesign of the rate, we
woul d have to inplenent that and review it.

And once we have all of our conmments
addressed, we do have to go through a DCE review, and
then we woul d post a federal register notice. Well,
we would -- we would sign a rate order after that and
post a federal register notice announcing that the

rates are in effect on an interimbasis and then we
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woul d submit all of our docunentation to FERC so that
they can consider the rates for approval on a fina
basi s.

So again, | think it really depends on
the -- the nunber and nature of the -- the questions
or comrents we receive through the witten process.

But | think currently our -- our anticipation is that
the rates could be effective on May 1lst of 2025, which
woul d nean we need to provide notice by April 1st of
2025 to provide for a 30-day advance noti ce.

M5. FULLER: Okay, great. Thank you so
much.

M5. CORKER: And apol ogies we are -- we
are sidebarring, and | think we have enough tinme |eft

in the forumthat we can attenpt to address the

I nvest ments question that we had outstanding from
earlier.
Okay. And we -- we are sidebarring in
the room W wll attenpt to answer the -- the
I nvest ments question right now W wll also stay on
the line -- at |east a couple representatives from
Sout hwestern will stay on the |ine through noon and
check in periodically to see if there -- anybody new
has joined, and if there are any other questions.
Again, we wll be working on |like, kind
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of sidebarring on the investnent question right now.
And | guess nobody wants to -- to wait around for
that. And we will go ahead and address it in our
followup prior to January 26t h.

But again, since we did say this forum
woul d | ast through noon, we want to make sure that
anybody who could potentially join |ate has the
opportunities. So we'll stay online through that
time.

| will before -- before we kind of go
on nute and start working on this investnent piece,
again, | would just ask if there are any other people
who have questions?

Okay. Hearing no questions, again, we
wll work on this investnents piece. At |east, even
If we don't go over it now, because everybody el se has
left, we will be better prepared for a witten
response.

And with that, | think probably check
i n maybe around 10:45 to see if anybody else is online
and then every 15 or 20 m nutes after that through
noon.

M5. OHLSON: Two peopl e joined.

M5. CORKER: And -- and |'ve been

notified, we did have a couple people join since the
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begi nning of the neeting when we did the roll call

So we had Barbara Smth, which it |ooks
| i ke Barbara is already off for now She is with
Sout hwest er n.

| al so see Raynond Eaton on the |ine.
Ray, are you willing to do a brief introduction of
yoursel f for our records?

MR. EATON: Can you hear ne?

M5. CORKER: | can, yes. Thanks.

MR. EATON: OCkay. Raynond Eaton, City
Uility, Springfield, Mssouri.

M5. CORKER: Ckay, thank you. And then
the | ast person -- |ast person that | see that has
joined is Kerri Dalaviras. Can you introduce
yoursel f?

MR. EATON: Ashley, Kerri's also wth
City Uilities.

M5. CORKER: Ckay, great. Thank you.

MR. EATON: You're wel cone.

M5. CORKER: AlIl right, and with that,
as noted, we will -- we will pause the nore fornal
proceedi ng and check in around 10:45 to see if there

are any questions that cone up in the neantine.

MR. HODGE: Okay.
M5. CORKER: Ckay. And if -- if we
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coul d go ahead and suspend the transcription while
we're pausing the neeting. That's appreciated.

(OFf the record.)

M5. CORKER: -- as well as address the
I nvest nents question that -- that Nicki had earlier

during the forum

MR. HODGE: It's -- it's A7-8, page 10.
M5. CORKER: Apologies. I'mtrying to
find the correct -- okay, so the question was

regarding the total investnment and the total nmajor
repl acenents. And | apol ogize for not being readily
prepared given how easy this -- this question is.

But the total investnent in fact does
i nclude all of the future and existing investnents.
So it includes existing investnent that is already
consi dered plant-in-service, construction
wor k-i n-progress, additions, and future replacenents.
And then the total mmjor replacenents includes just
the future investnments -- sorry, future investnents,
specifically the replacenents.

So -- so the difference between the

2022 and 2023 for the total investnent is really being

driven by the total major replacenents. So these two
nunmbers here are a subset. So if you -- | nean, just
| ooking at 2.3 mllion mnus 2.2 mllion, the vast
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majority of the total investnent is being driven by
the future investnent, the replacenents. And then
sane thing in 2023.

So really the answer is the sane for
both of these as far as the cost increase, because
sonewhat contradictory, this is the subtotal of this
total. Maybe explaining the --

M5. FULLER: Are you sharing -- are you
trying to share your screen right now? 'Cause you're
referring to this and this, and I'm --

M5. CORKER: | sure was. We thought we
were. Yep.

MS. FULLER: Oh, I'msorry. No, we
don't -- we still see you and Fritha.

M5. CORKER: Okay. Sorry.

M5. FULLER: It's okay. Do you mnd to
go through it one nore tine just to nake sure | -- |
have it correct in nmy brain?

M5. CORKER: Yes. Maybe |I'll do a
better job the second time. GCkay. So as far as these
two nunmbers we were discussing earlier, the tota

maj or replacenments values list here are a subset of

the total investnent. So the total investnent is
really being driven by the future investnent or the
repl acenments.
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So the increase in the investnent from
2022 to 2023 is being driven by the increase in
repl acenents, which as | had touched on earlier, is
| argely driven by the actual cost increases that we
realize as well as the significant increases in the
construction index that we' ve experienced really from
2021 to 2023, 'cause we didn't have the 2022

construction index available at the tinme of the 2022

st udy.

M5. FULLER: Ckay. | think | have it.
When -- when you do the -- the witeup audit, can --
Is there any way you can just -- in colum -- row, |

guess, 15 and 16, just say what makes up those
particular itens so that we can -- | mght forget it.
Just make sure that we have that correctly in our --
in nmy brain?

M5. CORKER: Yeah. And it actually, as
Fritha maybe started to point out, it -- it is
expl ained in these notes five and six and -- and
obviously, it's a lot to keep track of since |I was not
tracking it nyself. So the major replacenents plus
additions and that the -- just the mmjor replacenents.
So -- so it is included in the existing witeup.

M5. FULLER: Okay. So the way | read

these footnotes is the difference between those two is
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just the transm ssion?

MR. HODGE: You're looking at -- this
is Alex Hodge. So when you're looking at -- let's --
footnote five, which is the total investnent. That's
all future major replacenents plus the additions for
the -- the additions for the Corps at Sout hwestern,
whi ch the additions are those capital costs that only
occur once in the study, either due to |l ength of
service |life or it's a -- it's a one-off purchase, you
know, capital purchase that's being done that's not
going to be repeated over and over through the 50-year
eval uation period, unlike the replacenents, which they
repeat as their service lives conme up within the
50-year eval uation period.

The total major replacenents, that's

just future replacenents. That doesn't include
additions at all. So that's where that a hundred
mllion difference between those two nunbers cones
from
M5. FULLER: Okay. So there's

additions plus transm ssion, which is the -- the
di fference between the two, and the additions are the
one-of f expenses. |Is there any way we could get a --
just sonme sort of accounting of what those additions
are?
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M5. CORKER: We're going to sidebar on
that. Just we can provide additional details in the
follow-up witten response.

M5. FULLER: Yeah, that would be great.

l"'m-- I"mcertainly not expecting it now, but in the
followup will be great.
MS. CORKER: | guess to be clear, we

are not going to be providing a witten foll ow up of
all of the questions that have been addressed today,
only the outstanding questions. W do have a
transcript of this neeting, so there will be a witten
docunentation of -- of the questions bei ng answered,
but we are only going to be separately addressing

out st andi ng questions fromthis forum

M5. FULLER: Ashley, it looks |ike
there's a question in the chat.

THE REPORTER: |'m sorry, who was that
who just spoke saying there was a question in the
chat ?

MS5. FULLER: That was N cki Fuller.

THE REPORTER: (Okay, thank you.

MS5. FULLER: Yes. Ashley, | believe

you' re nuted.

M5. CORKER: Yes, we were sidebarring.
So the question is do we have a list of the -- from
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Davi d Yeager, do we have a list of the replacenents

i ncluded in the estimtes? W do not have a

the specific replacenents that are included.

there is a high-level list of the replacenents
I ncluded in the power repaynent study that is done by

project and service life, which we are working to find

the page of that in the repaynment study now.

Okay. So starting on page K7,
page 133 of the -- of the section two of the
docunment, you break out the additions by proj

there's the Sout hwestern transm ssion -- 1"

alittle bit. Apologies. Southwestern transm ssion

addi tions and replacenents for FY 23 as wel |

hi gh | evel what we're estimating for each Corps

project for 2023 as well. And it goes -- that goes

t hrough 2027.

And then also for the future

repl acenent, that's going to start on page J8, which
I's back to the section one. Oh. So starting on
page -- sorry, on page J8, we have, again, there's

just a even higher-level sunmmary of the various

pl acenents and then there's a | ot of detai

t hroughout. It does get project-specific starting on

page --
MR. HODGE: That goes by year,

| ist of

However ,

which iIs
- - RDS
ect . So

zoomin

as j ust

service
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life.

M5. CORKER: Yeah, yeah. So starting
on page J25, there is a summary of replacenent year
from 2023 to 2072 as well as the service life. So
that's for, you know, so in 2024 there was 88.2, or
sorry $88, 200 of investnent for itens that had a
service |ife of five years for the whole system

And then we do get to the
project-specific itenms, which includes both the
exi sting investment from whenever the project cane
online until 2022. And then also the future
I nvestments. So this is -- this is the detail that we
have for that. It does not specify what the projects
are. It just shows the -- the investnent that is
bei ng assuned in the rate, the past and future.

Okay. So we will -- we will provide a
witeup with some detail on the investnents as a
whol e, focusing on additions and replacenents. And we
al so have an outstandi ng question on the resource
anal ysi s assunptions on outages, uprates, derates.

And | will ask one nore tine for those
folks that are still with us if there are any
addi ti onal questions?

Okay. Not hearing any additional

guestions. We're not seeing any in the chat. It is
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11:00 aam W will cone back at, say, 11:30 over Zoom
just to make sure there's not any additional

guestions. And we wi |l pause the transcription in the
meant i nme.

(OFf the record.)

MS. CORKER: For our 11:30 check-in, |
do think we had one new person join that we noticed.
Danny Johnson, can you in introduce yourself for the
record, please?

MR. JOHNSON: Yeah, I'm yep -- I'm
Danny Johnson. | am a Program Manager at Sout hwestern
Power Adm ni strati on.

Thank you, Danny.

Okay, so we in the SWPA room do not

have any additional information at this tinme. W wll

be, as | noted previously, preparing witten response
to outstanding questions fromthis forum and posting
to our website by January 26th.

Are there any other questions from
t hose still on the line or conmments?

| am still hearing no questions and
seei ng no additional questions in the chat. So we --
we wi || pause the transcription again until 11:45.
We'l |l check in again at 11:55 just to see if there's
any last-mnute things. But again, we will be on nute
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and pause this transcription starting now.

THE REPORTER: Transcription pause.
Thank you.

(OFf the record.)

M5. CORKER: And | am checking to see
I f there's any people online. Not seeing any new
at t endees.

And | will open it up again for -- for
questions or comments.

Okay. Not hearing any questions or
seei ng any questions, comments in the chat. So as
noted previously, we will break again until 11:55 and
then just check in one last time, make sure that
there's no other comments or questions before we end
the forum So again, we will cone back at 11:55 and
any time the transcription can be paused.

(OFf the record.)

MS. CORKER: Ckay, at 11:55 we can
resune the transcription. W have one | ast
opportunity for anybody on the -- on the neeting to
ask a question or make a comment. |'m not seeing

anybody new that has joined in the nmeantine. Again,

"1l -- 1"l pause for about a mnute, see if there's
any -- again, any last-m nute questions or comments.
Okay. And we will |eave the |ine open
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until noon and if anybody has a question or comment,
pl ease speak up

Okay. It is 11:59. W are approaching
the end of our forum Thanks to everybody who has
stayed with us for the -- the whole three hours. W
appreci ate everybody's participation and input.

And | will just state again, we'll have
responses to our outstandi ng questions posted to the
Sout hwestern website no later than January 26, 2025.

So it is now noon. And this concludes
our public information and comment forum for the FY 23
| ntegrated System Rate Adjustnent. Thank you.

(Meeting adjourned at 12:00 p.m)

Page 71

Alpha Reporting 800-556-8974
A Veritext Company www.veritext.com




WO 131 LIDA" MMM Auedwo)d a1 A WV
¥7/68-995-008 Buiodey eyd|vy

2/, °bed

/[\/Q\ 'uo 1198 S 1y}

JO auod21no a8yl Ul palsalialul asmiaylo Jo A||e1oueul}
lou ‘o192148y soallled ay1 Aq pako |dus Asuloiie

10 |osunoo Aue Jo @aAko |dua J0 BAllR |91 B 10U We

| eyl ‘Jayliny) ‘pue usdel sem S Iyl YdIymw u | Uuo 119®e
3yl o1 sollied ayl Jo Aue Aq pako|dus Jou ‘01 pale|al
10} |9sunod Jayilleu weyl Jeylpuédilu | g8 |ppg As9d 10¥S
‘obpa pmouy Au Jo 1S8Q 8y}l 01 pJoddJ 81 INIOR pue Bnll
e o9Je sbuipasdsoud ples Jo bBulpliodoals oipne |e11b1p p I1es
eyl ‘isiuo1idiiosuely palyienb mmmmwmxww_&mom meH
paonpal Jd1ljealayl pue au Ag paploooal alawm sbu ipssdso.ud
ay1l eyl ‘uioms A|np atam ‘BulhAyi1isal o1 Jo1id

‘sbu 1paadoud Bulobalo) ayl ul (sa)ssaulm Aue 1ey)
A111190 Agaiay op ‘uade] olam wmc_cwmomgmzwﬂzmﬁm_m_

U 1 Woyw 810 4aq J8d1}J0 3yl VIO AV IT |

G¢
ve
ec
¢c
1c
0¢
6T
81
LT

91
q1
1A’
€T
A
1
0T

- N MO I 1O © N~



© 00 N oo o B~ wWw N P

N NN N NN P P P PP PP PR
aag A W N P O © 00 N OO O M W N +—» O

CERTI FI CATE OF TRANSCRI BER

|, HEATHER VI SSI A, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enployed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

H.N \/L‘\‘,

HEATHER VI SSI A
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