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Protecting the Federal Power Program

Every few years, misguided proposals surface to reduce the federal budget deficit by altering the ownership, structure, or rates of the federal Power Marketing Administrations (PMAs), or seeking to use the PMAs to advance policy objectives unrelated to the PMAs’ core mission. These short-sighted proposals disrupt long-term contracts for federal hydropower, raise consumer rates for electricity, and threaten a partnership that provides irrigation, flood control, navigation, water supply, hydropower, fish and wildlife protection, and recreation. It is important that Congress rejects such proposals in favor of protecting customers and customer-owned power. 

Background
The Western Area Power Administration (WAPA) has long-term contracts through 2050 with 59 of the 61 Missouri River Energy Services (MRES) municipal electric community members. On average, low-cost federal hydropower provides over 40 percent of the power purchased and distributed by members of MRES. In turn, MRES municipal utility members and WAPA’s other customers pay rates that cover WAPA’s costs (including maintenance and infrastructure upgrades) of the federal power system – with interest. Each year, WAPA returns excess funds to the Treasury after it pays all other costs. There is no taxpayer subsidy – all costs are repaid by the customers who receive the power. 

This system of cost-based rates has been in place for more than 50 years under the Eastern Pick-Sloan enabling legislation (Flood Control Act of 1944) and related agreements. In addition, to ensure system reliability and ease the pressures of appropriating dollars for needed repairs, replacements, and upgrades, MRES and other WAPA customers directly fund numerous WAPA, U.S. Bureau of Reclamation (USBR), and the U.S. Army Corps of Engineers (USACE) investments. Through Western States Power Corporation (WSPC), WAPA customers in the Eastern Pick-Sloan region have advanced over $793 million, with MRES advancing $209 million of the total amount, between FY 2001 through FY 2023. Also, while WAPA receives federal appropriations for operations and maintenance, these costs are repaid by WAPA customers within the same year.

Expanding the Mission of the PMAs to Advance Unrelated Goals
In the past, some have proposed expanding the role of WAPA and the other PMAs to meet policy objectives outside the statutory mission of these agencies – such as acquiring non-federal renewable resources or building transmission to deliver non-federal power to non-PMA customers. While these policy goals may be laudable, expanding the scope of the PMAs mission poses significant and unwarranted costs and risks on PMA customers:

· WAPA customers could bear the costs and risks of unneeded and uneconomic power;
· Limited capital could be diverted to unrelated projects; and
· WAPA resources, funded by its customers, may not be focused on the agency’s core mission.

Given that WAPA customers repay all agency costs, including the cost of producing and delivering federal power, it is critical that WAPA remain focused on its important, but limited, mission of delivering federal hydropower to WAPA’s consumer-owned utility customers.

Reallocation of Water Could Hurt Power Generation
Few needs are more essential than clean water and reliable electricity. Together, they support everything from public health and education to economic development and national security. Municipalities across MRES’ four-state footprint are stewards of both water and power. Several water reallocations are moving their way through Congress. In most cases, the water would be taken from the Missouri River Basin. While the goal of ensuring drinking water is important, so is minimizing the impact to hydropower generation. While MRES supports drinking water for our municipalities, it should be done so as way to not impose significant risks and costs on customers:

· Reduced generation capacity: Reallocating reservoir storage to municipal, industrial, irrigation, or environmental purposes can reduce the volume of water available for power generation, decreasing overall hydropower output.

· Loss of operational flexibility: Hydropower projects provide valuable grid services, including peaking power, load following, frequency response, and reserves. Water reallocations may constrain operators' ability to respond to changing electricity demand.

· Higher electricity costs: Reduced hydropower generation often requires replacement power purchases from other resources, potentially increasing costs for consumers and public power customers.

· Impacts on resource adequacy: Hydropower is a dispatchable resource that can be called upon during periods of high demand or system stress. Operational constraints may reduce its contribution to regional reliability.

· Reduced drought resilience for power systems: Reservoir storage serves as an energy reserve. Reallocations that diminish available storage may limit the system's ability to sustain generation during prolonged droughts or low-water years.

While MRES does not oppose the pending legislation to reallocation water, we must ensure the studies include the impacts to hydropower operations, including customer input as well as technical impacts from WAPA.  

Third Party Financing of Capital Projects
Consumer-owned utility customers of the Pick-Sloan Missouri Basin Program, through their membership in the Western States Power Corporation (WSPC), provide WAPA, USACE, and USBR with significant funds to support operations and maintenance capital projects necessary to keep the dams and transmission system operating reliably. These customer-advanced funds are in addition to funding supplied through federal appropriations and are necessary because appropriations are insufficient to reliably maintain the power and transmission systems. 

Third-party private funding is a solution in search of a problem. The current public-partnership system serves the region well. The WSPC requires WAPA, USACE, and USBR to develop business cases before approving any customer-advanced funding. Third-party private financing would cut out the customers who have paid (and continue to pay) for the federal hydropower system. Customer funding is focused on maintaining the long-term investment in the federal hydro program, as well as keeping rates low and power reliable. Private financing is focused only on payback to investors. The current customer-advanced funding works very well for WAPA, USACE, USBR and the consumer-owned utilities through the Upper Great Plains.

MRES is appreciative that these measures have not gained traction in the current budget process. MRES urges the delegation to continue to protect the value of WAPA by rejecting proposals to privatize WAPA federal hydropower assets, switch power sales to market-based rates, expand the mission of WAPA, or to allow third party private financing of projects.

Appropriate Cost Allocation for Dam Safety Projects
Section 1233 of the Water Resources Development Act (WRDA) of 2024 directs the Secretary of the Army to give due consideration to a request from the WAPA to apply Section 1203 of WRDA 1986 to dam safety projects at Garrison Dam (North Dakota) and Oahe Dam (South Dakota). Applying this authority would help ensure that dam safety costs are allocated equitably across all benefiting customer groups.

To date, the USACE has not issued a decision regarding the spillway upgrades at Garrison Dam, which are currently estimated to exceed $1 billion. The appropriate application of Section 1233 is critical in ensuring that power customers are not assigned a disproportionate share of these costs, thereby helping maintain stable hydropower rates for preference customers.

Congress should continue to exercise oversight to ensure the Corps adheres to WRDA provisions governing dam safety cost allocation. MRES supports the inclusion of WRDA language that protects ratepayers from bearing an inequitable share of these costs.
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