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I. Introduction

II. The Key Driver: Power Costs

III. Financial Trends

IV. Cost of Service Analysis

V. Summary
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Key Messages

ÅBenton PUD is proposing a revenue increase of 6%

VFinal Commission action expected November 8, 2011

VExpected to be effective January 1, 2012

VRate increases will vary by customer class

ÅPower costs remain the key driver of the increase 

ÅFuture retail rate adjustments

VProjected to continue, but not at the same pace projected a year ago
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* Yellow bars represent the temporary rate credit associated with BPA residential exchange. 

$8.3 million was returned to retail customers during the period June 2008 ïMay 2009. The 

effective annualized rate credits were 5.6% in 2008 and 3.8% in 2009.
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Power Costs 

Å WHYAREPOWERCOSTSGOINGUP?

Å WHATAREWEDOINGTOCONTROLOURPOWERCOSTS?
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Why Are Power Costs Headed Up?

1. Lower sales for resale

V Less excess power to sell

V Lower wholesale prices

2. Increased BPA wholesale rates

3. More expensive renewable power
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New BPA Contracts

ÅFormer BPA contracts allowed District to purchase more power than 
needed to serve its retail load

ÅExcess power sold into wholesale market generates net revenues

V Net revenue used to lower retail rates

ÅBPA regional dialogue contracts allocate the federal system

ÅBPA has set new òContract High Water Marksó for its customers 

V Limits the amount of power the District can purchase from BPA
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Sales for Resale 
Simplified Example

DIFFERENCEUSEDTOLOWER

RETAILRATE

BPA

Benton PUD

Counterparty

Customer

Purchases @ 
$31 MWh

Excess resold @ 
$45 MWh*

Retail
Sales 

* Figures are for illustrative purposes only 
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Sales for Resale is Declining
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BPA Wholesale Power Rates

ÅBPA power increase effective October 1, 2011 is 7.8%

ÅReasons for increase:

V Rehabilitation of aging federal system

V Columbia Generating Station

V Fish costs

Å Transmission rates also expected to increase

V 0% effective October 1, 2011

V 18% effective October 1, 2013
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Energy Independence Act (EIA)
Requirements

ÅApplicable to utilities with more than 25,000 customers

ÅRequires utilities to purchase higher-cost renewable energy

V By 2012, 3% of retail load must be purchased from renewable sources

V Requirements - 2016 (9%)  and  2020 (15%)

V Costly monetary penalties for failure to meet targets

V Targets subject to a 4% incremental cost cap

ÅRequires utilities to implement all cost-effective conservation beginning 
in 2010, over a ten-year period

ÅLegislation introduced to eliminate the requirement for utilities to 
purchase higher-cost renewable energy until it is needed to meet load
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Existing Resources vs. Load Requirements

*  Does not include Frederickson CT plant
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Energy Independence Act  
New Resource Cost*
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Conservation

Biomass Generic

Landfill Gas

CCCT

Pulverized Coal

Geothermal

IGCC

Nuclear

Wind

CT

Solar SW

Solar NW

Levelized $/MWh (2009)

Current BPA Price 

$27 per MWh
* Cost is before state and federal subsidies; 

does not include potential carbon tax

Green bars represent 
qualifying resources
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Benton PUD
Resource Cost Comparisons 
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EIA Conservation Requirements

HISTORICALCONSERVATIONACTIVITY

ÅAchieved 5,000 MWh savings annually 

ÅHistorically fully funded by BPA

($1 million total with $1 million BPA reimbursement)

RAMPEDUPIN 2010
ÅAchieved 22,778 MWh savings

Å$1.5 million budget 

($2.5 million total with $1 million BPA reimbursement)

NEWEIA CONSERVATIONACTIVITYIN 2012
ÅRequires approximately 15,000 MWh savings annually

Å$1.9 million budget

($4.9 million total with $3 million BPA reimbursement)
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What Are We Doing to Control 
Our Power Costs?

Å GREATERCONTROLWITHTHESLICECONTRACT

Å OPTIMIZINGFREDERICKSONRESOURCE

Å HEDGINGOURPOWERSUPPLYRISK

Å PROPOSEDMODIFICATIONOFEIA LEGISLATION

Å INVOLVEMENTIN REGIONALFORUMSTOMONITORANDINFLUENCE

BPA COSTSANDREGIONALPOWERPLANNING
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Financial Trends

ÅFINANCIALPOLICYGOALS

ÅHOWDOOURRATESCOMPARETOOTHERS?

20



21Rate Information Meeting  

October 2011

Financial Policy Goals:
A Balancing Act

Competitive Rates
Adequate 
Revenues

Good 
Liquidity

Reasonable 
Debt Levels

Rates Fiscal Stewardship
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Days Cash on Hand
District vs. Public Power Median
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Measures the number of days utility can cover its operating expenses 
using unrestricted reserves and assuming no additional revenue

SIGNIFICANT

UNCERTAINTY

Unrestricted Reserves          $38.9M       $41.6M       $39.0M       $37.5M       $35.4M

Median for A+ rated utilities
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Days Cash on Hand
Washington PUD Survey

Measures the number of days a utility can cover its operating expenses 
using unrestricted reserves and assuming no additional revenue
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Debt Ratio
District vs. Public Power Median
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Financial Policies maximum debt ratio = 38% 
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2011 Bond Issue

ÅDistrict refunded$32.6M of bonds

V Net present value savings of $4.6M or 14%

V To be repaid over same term as original debt

ÅDistrict issued$10M of new money bonds

V Historically low interest rates (trueinterest cost = 3.3%)

V 25-year term to match lives of capital assets financed

V Supports ratepayer equity
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2012 Proposed Budget
Expenditures by Major Budget Category

Net Power 
Supply
59.0%

O&M
16.1%

Net Capital
10.2%Debt Service

4.7%

Taxes/Other
10.0%

2012 Proposed Budget

Total Expenditures: 

$118,211,000*

* Net of sales for resale of $12.4 million , capital contributions of $4.2 million, 
and Build America Bonds subsidy of $376,000



28Rate Information Meeting  

October 2011

Customers Per District Employee
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American Public Power Association - 2009 median for West utilities.  2010 forecasted at no 

change from 2009, with 2011 and 2012 forecasted at 2% escalation annually.

O&M Cost per Customer
Compared to APPA Benchmark 
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O&M Cost per Customer
Stated Year vs. Constant Year Dollar Trends 
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Average Bill Comparison
Residential
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Information calculated by Benton PUD staff from other utilitiesô websites.




