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RE: Comments on the Western Area Power Administration Operations Study Report

Thank you for the opportunity to provide comments on the Western Area Power Administration
(WAPA) Operations Study Report (Study).

Missouri River Energy Services (MRES) is a member-owned, not for profit joint action agency that
provides electric energy and services to 61 communities that own and operate electric systems in the
states of lowa, Minnesota, North Dakota, and South Dakota. Fifty-nine of 61 MRES members are firm
power supply customers of WAPA Upper Great Plains Region (UGPR). Each of these communities
receives a hydro power allocation at a contract rate of delivery (CROD) from WAPA. Any needs in
excess of the WAPA CROD are supplied by MRES. In aggregate, these municipalities represent over
20 percent of UGPR firm allocations.

MRES understands that in an effort to maximize the efficiency of WAPA, WAPA's Senior Management
Team decided to take a look at operations and transmission services process and activities provided by
WAPA starting in the summer 2011 which resulted in the Study.! MRES has reviewed the Study and
our concerns center on the following issues: the scope of the Study, purported efficiencies versus
effectiveness of implementing those alternatives, and the methodology by which the Study was
conducted.

Scope of Study

The study work was a massive undertaking. To demonstrate, the scope of the study work looks at
WAPA’s power systems operations, transmission operations, transmission services, transmission
planning, transmission planning and balancing authority functions, settlements related to transmission
operations and balancing authority functions, compliance and finally, identification of information
technology tools used to implement these functions.

At this point, due to the broadness of the Study, most customers will have difficulty in evaluating and
providing significant feedback on the alternatives. For customers to begin comprehending the ‘depth
and breadth’ of these issues, the issues need to be broken down into separate studies. Customers will
need to understand the need, along with the costs and benefits of any of the alternatives represented.
The short-term time frame in which recommendations will be provided, as portrayed in the August 16
webinar, does not lend itself to constructive feedback from customers.

"http://ww2.wapa.gov/sites/western/Pages/OpsStudy.aspx



Efficiency versus Effectiveness

WAPA states the goal of the Study is to maximize efficiencies, a very laudable goal.2 The Study points
out a range of alternatives where efficiencies could be gained by implementing alternatives: some of
those alternatives would require major structural overhauls of WAPA while others not requiring such
sweeping changes in organizational structure and business processes.

WAPA markets and delivers reliable, renewable, cost-based hydroelectric power and related services
within 15-states which span the central and western United States. Standardizing operating procedures
and updating them to eliminate redundant business practices may make sense across similar and adjacent
regions but across all WAPA regions sounds impractical. Some of the alternatives may be a good idea
while others may come at sacrifice, such as reduced customer service. The effectiveness of moving
forward with the discussion of the alternatives without first being vetted by the customers is questioned.

Methodology

Although MRES has some concerns about the findings and the impacts of possible alternatives of this
Study, our main concern revolves around the methodology in which it was employed. It seems as
though the methodology focused on relying on an independent assessment to be discussed with senior
review teams without public or customer input prior to the completion of the Study.

MRES would have recommended an alternative to the methodology of the Operations Study. Instead of
depending solely on outside analysis that was implemented from the top-down, MRES would have
suggested a customer driven approach from the bottom-up, Historically, in the UGPR this is how
changes have been made. The UGPR managers would meet with the customers in the UGPR in the
beginning of a study process to generate feedback. Since the Study has now been completed, MRES
believes that WAPA needs to host a series of regional customer meetings to have a constructive dialogue
on the alternatives as presented, prior to any more study work being started or recommendations being
submitted to regional managers. MRES believes this process should be a slow, deliberative process and
not require a strict timetable, as more than likely envisioned by the current administration.

QOther Observations

WAPA states that the core mission remains to be marketing and delivering clean, renewable, reliable,
cost-based Federal hydropower to our firm electric service customers’. Are steps being taken to force
integration of variable renewables? MRES is concerned that this effort may sacrifice the mission to
market and transmit electricity from multi-use water projects to customers.

The study was started prior, and we assume, independent to Secretary of the U.S. Department of Energy,
Steven Chu’s efforts to modernize Power Marketing Administrations but the timing of the Study and
some of the observations are in alignment with Chu’s Initiative. Some may question the independence
of the observations in light of the current events especially since it now seems to be an integral part of
Department of Energy/WAPA Joint Outreach Team’s discussions. It would be unfortunate if the
alternatives show up as recommendations to be implemented without proper customer deliberation in an
open setting.

MRES looks forward to future discussions with WAPA relating to the results of this Study.

* http://ww2.wapa.gov/sites/western/newsroom/NewsFeatures/Pages/CCTOpsStudy.aspx
* http://ww2.wapa.gov/sites/western/newsroom/pubs/Documents/StrategicPlan 1.pdf
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