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For each year that the Variable
Industrial rate is in effect, the Upper
Pivot Aluminum Price as stated in
section III.B.2 of the rate schedule shall
be adjusted on the July 1 annual
adjustment date. The Upper Pivot
Aluminum Price will be adjusted such
that the Average Historical Aluminum
Price described in section VII.B.4 of
these GRSPs is the midpoint between
the adjusted Upper Pivot Aluminum
Price and the Average Historical Lower
Pivot Aluminum Price described in
section VII.B.5 below, except as limited
to the greater of 65 cents per pound or
the adjusted Lower Pivot Point for the
year.

The Upper Pivot Aluminum Price
shall equal the greater of:
(1) (2)*(AAP)–ALP:
where
AAP=the Average Historical Aluminum

Price described in section VII.B.4 of
these GRSPs.

ALP=the Average Historical Lower Pivot
Aluminum Price described in
section VII.B.5 of these GRSPs.

(2) 65.0 cents per pound escalated to
current dollars using the Cost Escalator
for the Upper Pivot Aluminum Price
described in section VII.B.3.c of these
GRSPs.
or

(3) The adjusted Lower Pivot
Aluminum Price for the year.

The revised Upper Pivot Aluminum
Price shall supersede the Upper Pivot
Aluminum Price as stated in section
III.B.2 of the rate schedule and shall be
used to determine the energy rate in the
subsequent 12 months.

3. Cost Escalators

a. The cost indices described below
shall be used in calculating the
appropriate cost escalators. Each index
shall be rounded to the nearest one-
tenth of a percent, or three significant
places.

(1) Electricity Cost Index

The average VI rate in mills per
kilowatt-hour based on the Plateau
Energy Charge and the Discount for
Quality of First Quartile Service in
effect on the April 1 preceding the
annual adjustment date and a load
factor of 98.5 percent; divided by 22.8
mills per kilowatt-hour (the average VI–
86 rate assuming the plateau energy
charge and the Discount for Quality of
First Quartile Service in 1986).

(2) Labor Cost Index

The annual average hourly earnings
for the U.S. primary aluminum industry
(SIC 3334) over the previous complete
calendar year, from the Employment

and Earnings, published by the U.S.
Department of Labor, Bureau of Labor
Statistics (BLS), divided by $14.20 per
hour (the value of SIC 3334 earnings
reported for 1985).

(3) Alumina Cost Index

The annual average of the monthly
billing aluminum prices described in
section VII.A of the GRSPs for the
previous 1-year period beginning July 1
through June 30 divided by 50.8 cents
per pound (the average U.S. Transaction
price over the period April 1985
through March 1986).

(4) Other Costs Index

The annual average GNP Implicit
Price Deflator for the previous complete
calendar year, as published by the U.S.
Department of Commerce, Bureau of
Economic Analysis, divided by 0.944
(the value of the GNP Implicit Price
Deflator for 1985 with 1987=1.000).

In the event the indices delineated
above are discontinued or revised in a
manner that BPA determines renders
them unusable for calculating a
consistent cost index, BPA will adjust or
substitute another similar price index,
following advance notification and
opportunity for public comment as
described in section VII.B.1 of these
GRSPs.

b. The Cost Escalator for the Lower
Pivot Aluminum Price shall be a
weighted average of the four indices
contained in section VII.B.3.a above.
The following weights shall be assigned
each index:
Electricity Cost Index .30
Labor Cost Index .20
Alumina Cost Index .20
Other Costs Index .30

c. The Cost Escalator for the Upper
Pivot Aluminum Price shall be a
weighted average of the Electricity Cost
and Other Cost Escalators as stated in
sections VII.B.3.a.(1) and VII.B.3.a.(4)
above. The following weights shall be
assigned each index:
Electricity Cost Index .25
Other Costs Index .75

4. Average Historical Aluminum Price

Prior to the July 1, 1991, annual
adjustment date and every annual
adjustment date thereafter, an average
historical aluminum price shall be
calculated for the period the VI rate has
been in effect beginning August 1986.
The average historical aluminum price
shall be determined following the
procedures set forth below:

a. Each monthly billing aluminum
price determined pursuant to section
VII.A of these GRSPs for the period
August 1, 1986, through June 30

immediately preceding the annual
adjustment date, shall be escalated to
the current year dollars using the Price
Deflator procedures described in section
VII.B.6 below.

b. The sum of the escalated monthly
billing aluminum prices shall be
divided by the number of months in the
period and rounded to the nearest tenth
of a cent to obtain the Average
Historical Aluminum Price.

5. Average Historical Lower Pivot
Aluminum Price

Prior to the July 1, 1991, annual
adjustment date and every annual
adjustment date thereafter, the average
of the Lower Pivot Aluminum Prices for
the period the VI rate has been in effect
beginning August 1986, shall be
calculated following the procedures set
forth below:

a. The Lower Pivot Aluminum Price
in each month for the period August 1,
1986, through June 30 of the calendar
year preceding the annual adjustment
date, shall be escalated to the current
year’s dollars using the Price Deflator
procedures described in section VII.B.6
below.

b. The sum of the escalated monthly
Lower Pivot Aluminum Prices shall be
divided by the number of months in the
period, and rounded to the nearest tenth
of a cent to obtain an Average Historical
Lower Pivot Aluminum Price.

6. Price Deflator Procedures

For purposes of converting nominal
dollars to real dollars in the calculation
of the Average Historical Aluminum
Price and the Average Historical Lower
Pivot Aluminum Price, the following
Price Deflator procedures shall be used:

a. Monthly billing aluminum prices
and Lower Pivot Aluminum Prices for
any calendar months July through
December shall be inflated by
multiplying the price by the ratio of the
GNP Implicit Price Deflator for the
calendar year prior to the annual
adjustment date divided by the Implicit
Price Deflator for the calendar year in
which the price occurred.

b. Monthly billing aluminum prices
and Lower Pivot Aluminum Prices for
any calendar months January through
June shall be inflated by multiplying the
price by the ratio of the Implicit Price
Deflator for the calendar year prior to
the annual adjustment date divided by
the Implicit Price Deflator for the
calendar year prior to the year in which
the price occurred. Each price shall be
rounded to the nearest tenth of a cent.


