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Agenda

® Introduction

® Topics —
— Loan Feasibility
— Load Forecasting — background
— Load Forecasting Regulations
— Criteria for a Forecast
— Appliance and Customer Surveys
— RUS Analysis




Criteria for Loan
Feasibility -- Projections

® Provide reasonable assurance of
loan repayment

® Meeting TIER and DSC
— Power requirements
— Rates
— Revenues

Reasonable Competition with
Other Utilities
® Can consumers be reasonably expected

to pay proposed rates required to cover
expenses to meet TIER and DSC

® Prevention of substantial load loss —
how will this affect loan feasibility

® Will the borrower be able to provide
satisfactory service to consumers




Loss of Loads — Large Commercial
or through Annexation

® Will loss of large consumer load or large
concentration of load substantially affect
loan feasibility

® What are the risks of losing load to
annexation or other causes

® Risk anaylsis may be required
— Government planning boards
— Annexation plans of municipalities
— Other relevant information

State Regulatory Authorities

® Reasonable expectation of State’s
approval of rates or investment

® Decisions to enable loan repayment




Experience and Performance of
System’s Management

® Sufficient management control or
contractual safeguards in
construction and operation of
jointly-owned facilities to ensure
borrower’s interests are protected

Load Forecasting Background

® Methods used
® Evolution
® Importance
® Costs




Definition of Load Forecast

® Thorough study of a borrower’s
electric loads and factors affecting
those loads in order to determine
the borrower’s future requirements
for energy and capacity

® The load forecast of a power supply
borrower (PSB) includes and
integrates the forecasts of its
members

Load Forecast

® One of the primary documents
required to support a loan
application

® RUS may require new or updated
forecast for approval to determine
loan feasibility or to ensure
compliance under loan documents




Power Supply Borrowers
Who Files?

® Large Power Supply Borrowers (total

utility plant >$500 million)

— Prepare for approval a new forecast every
three years with annual updates or

— Prepare for approval of new forecast every
two years, with new models and equations.

— Maintain current forecast work plan
approved by RUS

— Provide current RUS-approved forecast in
support of request for RUS financial
assistance or RUS approval of long term
power contracts.

Who Files?

® Power Supply Borrower, member of
large PSB
— Must meet requirements of large PSB -- only
large PSB is required to file work plan.
— RUS may extend time frame up to three
months for large PSB if,
* RUS determines borrower is in
compliance with approved work plan, and
« Significant changes in existing forecast
models and assumptions are not required
— Determination of whether forecast is current
is made at the time of financial assistance is
request.

H:| Power Supply Borrowers




Power Supply Borrowers
Who Files ?

® Small Power Supply Borrowers (total
utility plant <$500 million)

— Not required to maintain an on-going
forecast

— Must file in support of:

* Application for RUS loan or loan
guarantee if loan guarantee exceeds $50
million, or

* Request for RUS approval of long-term
power contracts or other actions, on a
case by case basis.

Distribution Borrowers
Who Files?

® Distribution borrower (member of large
PSB) must maintain approved forecast

— Work plan is responsibility of PSB

® All other, including unaffiliated

distribution borrowers and members of

small PSB must:

— Meet requirements of small PSB for loans of
$3 million or 5% of total utility plant.

— Meet requirements of large PSB if
distribution borrower owns generation and
transmission >$500 million




Basic Policies and Requirements
for a Load Forecast

® Load forecast / updates completed and submitted
on a timely basis

® Load forecast completed within 12 months of work
plan submission

® Coordination between PSB and members, open
communication between RUS, borrower’s staff and
consultants

® All documentation, data and other relevant
information in RUS acceptable formats that

support the current work plan

® Borrower may be required to submit new or
updated forecast to ensure loan security

Basic Policies and Requirements
for a Load Forecast

Load forecast must contain the following:

— Scope: system planning, load
management, energy efficiency programs,
plant investments, and financial planning

— Personnel, consultants, data and other
resources used

— Procedures to collect, develop, verify,
validate, process and update data

— Analysis, modeling, relevant data,
sensitivity analyses, and substantive
procedures to test assumptions




Continued

— Correlation and Consistency

* Approved forecast and other
support documents were
reconciled

- Load forecast — wholesale power
costs, distribution costs, system
costs, average revenue per kWh,
and inflation

- Engineering planning documents
i.e., the construction work plan

land patterns;

Potential losses of load due to annexation or
other causes;

Residential and commercial development;
Rate levels and rate competition;
Appliance saturations and usage patterns;
Alternative energy sources

Load management, conservation, and power
marketing

Continued
Analysis of borrower’s electric system loads;




Continued

Alternative scenarios desired

* Most probable economic assumptions with
normal weather (Base case)

* Most probable economics with severe
weather

* Most probable economics with mild weather

* Normal weather with pessimistic economic
assumptions

* Normal weather with optimistic economic
assumptions

* Impacts of wholesale or retail competition
* New environmental requirements

Continued

10 years data from RUS Form 7 Part R

Database tracking all relevant variables
influencing loads

Documentation of coordination between
PSB, its members and RUS

Recommendation of borrower’s general
manager to the board of directors

Approval by the board of directors
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Continued

® Load forecast and supporting data and
analysis shall be retained by borrower

until next new forecast is approved by
RUS

® Work plan is retained

® RUS retains load forecast for 10 years

Basic Criteria for RUS Approval
of Load Forecast

® Adequate documentation and assistance to
allow for a thorough and independent review

® For a PSB.:

— Adequate coordination with members in
preparation of work plan and forecast

® Letter of recommendation by the borrower’s
general manager for approval and approval by
the borrower’s board of directors
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Continued

® Borrower

— objectively analyzed all factors influencing
consumption of electricity and requirements
for generation and transmission capacity.

— objectively analyzed power requirements for
RE Act and non-Act beneficiaries

— developed adequate supporting data,
— used valid assumptions,

— analyzed a reasonable range of relevant
alternative assumptions and scenarios,

— adapted methods and procedures in general
use by electric industry, and

— used valid, verifiable analytical techniques and
models

Work Plan Requirements

® PSB is required to prepare a load forecast work
plan

— The work plan shall establish: resources,
methods, schedules and milestones used in
preparation and maintenance of the forecast

® PSB’s work plan includes member inputs and
coordination mechanisms for preparation of each
member’s forecast

— Members concurrences required
— PSB and members must follow work plan

® Work plan must be approved by Board of
Directors
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Continued

® Work plan shall:
— Identify project leaders, liaisons, or consultants

— Require residential consumer surveys at least
every 5 years — appliance saturation and electricity
delma)nd (PSB with residential sales >50% of total
sales

— Provide for all data collection and verification,
analyses, modeling and documentation

— Provide for on-going review by RUS of forecast
— Cover a period of one to three years

® Borrower may amend work plan with RUS approval

— New or revised work plan may be required if RUS
concludes that existing plan will not result in a
satisfactory or times forecast

Waiver of Borrower
Requirements

® RUS Administrator may waive any requirements
applicable to borrowers, if waiving the
requirement:

— Will not significantly impact the objectives of
the rule, and

— Requirements represent a substantial
burden

® Waiver must be requested in writing by the
borrower’s general manager

13



Criteria for the Load Forecast

1. SCOPE

® Period of study
® Historical analysis

® Projections of kWh sales, load shapes, peak
demand by class, end use and system

® Uses of information developed in study
— Load management and conservation
— Energy efficiency programs
— Plant investment / CWP design
— Financial requirements
— Long range plan
— Rates and rate design
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2. Personnel and Data Sources

® Personnel and consultants
® Data sources (historical and future)
— Weather
— Demographics
— Economics
® System
— Operating reports
— Surveys
— Load research
— Proxies
® Data Processing

3. Collect, Validate, Process
and Update Data

® Validation of Data

— System

— Non-System
® End-use surveys or total load surveys
® Update data annually
® Reclassification
® Mergers
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4. Analysis and Modeling

® Customer classes and end-uses:

— Descriptions of each

— Historical change

— Numbers of consumers by class

— Changes in classification or billing
® Methodology and models

® Range of assumptions used in development of
forecast

® Description of classes / compare growth

@ Individual analysis of large commercial/industrial
customers

® System losses
® Load factors
@ Availability / quality of projections for variables

5. Analysis of Borrower

® Description of service territory
— Territorial agreements
— Population served in area

® Geography of area
— Topography and climate

® Infrastructure — transportation and utility systems

® Population characteristics influencing the use of
power and potential growth or changes

® Power purchases and /or generation capacity
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Continued

® Sales and peaks
® Load management and conservation

® Economic conditions
— Major industries and sources of income
— Alternative fuels and prices
— Weather extremes
— Population movement

6. Scenarios

® Assumptions for the future
® Scenarios

— Most probable economics & normal
weather

— Most probable economics & severe
weather

— Most probable economics & mild weather
— Normal weather & pessimistic economics
— Normal weather & optimistic economics

— Impacts of wholesale and retail
competition

— Changes in environmental laws
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7. RUS Forms, Tables and
Graphs

® Form 7 Data

® Graphs, tables and spreadsheets
— Forecast results
— Data Dictionary
— Model specifications and statistics

® Form 341 — Summary — no longer required

8. Coordination between
Borrower and RUS

® Evidenced in Work plan and Load
Forecast
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9. Approvals

® Recommendation letter from
General Manager to Board of
Directors

® Approved, original resolution from
Board of Directors

® Transmittal Letter to RUS signed by
General Manager

® RUS approval (GFR for unaffiliated
borrower)

Goals for Power Supply
Borrowers and their

Members

® To develop expert consensus with
members on load projections and supply
and demand options

® To anticipate and meet informational
needs of policy and decision makers

® To meet the requirements of the public,
regulatory and financial sectors
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Objectives
® Maintain / improve coordination with member
systems

® Develop / maintain valid and comprehensive
data bases from existing data sources
® Maintain / improve annual sales forecasts

® Develop end use data through surveys and other
sources

® Identify / develop data needed for modeling
load shape and peak demand

® |dentify / develop other resources needed for
modeling load shape and peak demand

® Improve internal staff expertise and
communication with departments
® Improve communication with RUS

Afterword

® Load forecast must be bound and not in
loose leaf binder to facilitate filing

® Two copies to RUS Washington
® One copy to GFR

® Borrower should maintain copy of
current until next forecast is approved

® Copy to remain on file at RUS for 10
years
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Appliance and Customer Surveys

® Requirement for surveys
® Uses and Importance
® Coop vs Consultant
® Examples

RUS Analysis

® Work Plan and Board Resolution

—Is it reasonable?

— Will it provide reasonable results in an
acceptable time frame?

— Are resources appropriate?

® What do we look for and how do we
assess the validity of the forecast?
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Questions??

Thanks!
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