
 

NPPD 07/29/16 Responses to Tri-State’s 

Questions Regarding the 2015 True-Up of the NPPD Formula Rate Template 

 

 

1. Reference page 2 of 4, Line 23:  Note F references the “Construction from Revenue” as a 

replacement for Margin Requirement and is the value used in calculating rates applicable to 

native load sales. 

 

a. Is it correct that the value is based on a debt service coverage calculation?  If not, 

please explain the financial criteria used for determining the NPPD Total amount 

shown of $85,977,789. 

 

No.  The financial criteria used to determine Construction from Revenue is based on a 

combination of NPPD’s planned investments, impact on rates, impact on financial 

metrics, and asset life.   

 

b. Please explain the basis for the direct assignment of the Construction from Revenue to 

Transmission in the amount of $21,420,260 and the criteria on which it is based. 

 

Construction from Revenue for transmission is based on specific transmission projects 

and a share of allocated capital, such as buildings, vehicles, capitalized software etc, 

that are used by multiple areas of the company. 

 

c. The ratio of Construction from Revenue to total debt service shown in Col (D) for 

NPPD Total is 0.43878 whereas the value in Col (F) for transmission service is 0.4701.  

Please explain why the Construction from Revenue allocation to Transmission as a 

ratio to debt service is greater than the NPPD Total. 

 

This is not an allocation of Revenue funded projects.  The amount of Construction from 

Revenue for Transmission is based on specific transmission projects and considers 

future transmission investments.   

 

d. Is it correct that the Debt Service Coverage for NPPD Total (Col (D) is 1.43878 and for 

Transmission (Col (F)) is 1.4701?  If this is not correct, please indicate the correct 

value. 

 

No.  Debt Service coverage for transmission is 1.45 and total company is 1.84, 

calculated in accordance with provisions of the General Revenue Bond Resolution.  

Total company debt service coverage can be found in NPPD’s 2015 Financial Report. 

 

e. Please indicate the minimum required Debt Service Coverage required in NPPD debt 

indentures. 

 

A sum equal to 100% of the Aggregate Debt Service for such Fiscal Year (1 time). 



 

 

f. Please indicate the Debt Service Coverage ratio used to determine revenue 

requirements used to develop rates for other services.  If Debt Service Coverage is not 

used, please explain the metric that is used. 

 

NPPD targets a minimum of 1.5 times coverage for total company, based on 

comparisons with peers, primarily other LPPC members. 

 

2. Reference Worksheet C, Note A:  With regard to allocating principal and interest payments 

to Transmission: 

 

a. Are all NPPD capital projects always financed with 100% debt? 

 

Not all capital projects are financed with debt.  The cost of the project, type of capital 

project, renewal and replacement vs addition and improvement , life of the asset, rate 

impacts and financial metric impacts all are considered in the determination of which 

projects are financed. 

 

b. If capital projects are financed from monies generated from operations, debt proceeds, 

and other available reserve funds, please explain how the different sources are allocated 

to a capital project. 

 

The cost of the project, life of the asset, type of capital project, renewal and 

replacement vs addition and improvement, rate impacts and financial metric impacts all 

are considered in the determination of which fund source is used.  Projects generally 

have one fund source, not multiple allocated sources. 

 

 

c. Please describe the structure of debt service payment schedule; for example, is it level 

Principal & Interest? 

 

Yes.  Debt Service on Revenue Bond debt-funded projects is level debt-service.  

Projects financed with Tax-Exempt Commercial Paper (TECP) may have varying 

principal payments, and interest is based on current market rates (variable rate). 

 

d. Does NPPD ever refinance existing debt?  If so, how are adjustments made in the 

project specific allocations made to track debt service responsibility on Worksheet C? 

 

Yes.  Existing debt is refinanced when the opportunity arises.  Adjustments to the 

annual scheduled payments are made by level of service for the refinanced debt.  

Savings are allocated to each applicable level of service based on the pro rata share of 

each level of service’s original debt.  Original maturity dates of the refunded bonds are 

not extended by the issuance of the refunding bonds. 



 

e. The NPPD debts consist of Revenue Bonds, Commercial Paper Notes, and Revolving 

Credit Agreements.  Please explain how the principal and interest for these different 

debt instruments are allocated to Transmission. 

 

Revenue Bond debt for transmission is issued for specific transmission projects and its 

share of corporate infrastructure.  Transmission bond debt is generally amortized over 

30 years using level debt service.  TECP is used to interim finance transmission 

projects until Revenue Bonds are issued to complete the projects.  TECP may also be 

issued for smaller projects and allocated capital, such as vehicles.  The share of TECP 

interest expense is based on Transmission’s pro rata share of TECP outstanding.  

Revolving Credit Agreements are used to interim finance transmission projects until 

Revenue Bonds are issued to complete the projects.  The share of Revolving Credit 

Agreements interest expense is based on its pro rata share of Revolving Credit 

Agreements outstanding. 

 

f. The NPPD capital projects include renewals and replacements.  Please describe the 

allocation of debt and cash reserves for these projects and how they are directly 

assigned. 

  

Transmission renewals and replacements generally follow the same criteria as any 

capital investment, although there is a preference to fund renewals and replacements 

with current year operating revenues.  The cost of the renewals and replacements, life 

of the assets, impacts on rates and financial metrics and other budget considerations, all 

impact the determination to fund the project with Revenue or debt. 

 

3. Reference Worksheet J: 

 

a. If capital projects are financed from monies generated from operations, debt proceeds, 

and other available reserve funds, please explain the allocations made to the total 

qualifying facilities shown on Worksheet J, line 14. 

 

Once transmission capital projects have been completed and placed in service, the 

associated asset(s) of said projects are created based on the applicable FERC Plant 

Code of the Electric Plant Chart of Accounts in 18 C.F.R. as referenced on Lines 1-8 of 

Worksheet J (e.g., 350T). Lines 1-8 of Worksheet J represent the gross plant value of 

all NPPD transmission assets. However, since certain NPPD transmission facilities are 

not governed by the SPP tariff (but included in Lines 1-8), steps need to be taken to 

remove a portion of these assets to reclassify them as “non-qualifying” substation 

assets. The resulting 80.6% is then used to reduce gross transmission revenue 

requirements on Page 2 of 4.  

 

b. Does NPPD maintain debt service payment schedules for specific debt assigned to the 

qualifying projects on Worksheet J, line 14? 



 

NPPD does not maintain debt service payment schedules separating debt between 

qualifying projects and non-qualifying projects. 

 

c. If NPPD maintains project specific debt summaries, please provide the specific 

principal and interest payments associated with the Non-qualifying plant shown on 

lines 10-13. 

 

Not applicable.  See response to 3.b. 


