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Participant Instructions
For those utilizing Webex:

 Click the hand icon to the right of your name in the participant window – this 
will alert us that you have a question and you will be recognized.  After your 
question has been addressed, click the hand icon again to lower your hand.

 Type “question” or your specific question in the chat window.  You will be 
recognized and can ask your question.

For those calling in by phone:

 Unmute your phone by pressing *6
 After your question has been addressed, mute your phone by pressing *6



Meeting Agenda

• Purpose
• Rate Setting Methodology
• Rate History
• Determinants
• Rates
• Combined Transmission Rate
• Multi-Year Outlook
• Next Steps
• Additional Resources
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Purpose

• Rates expire September 30, 2020
• WAPA will propose extending the existing Intertie rates 

through September 30, 2023
• Provide ratemaking data and explain the need for an 

extension rather than the slight rate reduction that was 
previously forecast

• Opportunity for discussion and questions
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Rate Setting Methodology

• Intertie is treated as a stand-alone project for rate 
setting and repayment purposes

• For all Federal projects, interest is paid annually 
while principal is due at the end of the service life of 
assets or 50 years for additions

• Intertie uses a pinch-point methodology
• Progress payments are made toward large required 

payments which are known as pinch-points
• Payments are shaped around annual expenses to produce 

a level rate for a 50-year period
• The rate is tested annually to ensure it is still adequate to 

recover costs and adjusted if necessary



6

Rate Setting Methodology

• This methodology offers several benefits:
• Minimizes principal and interest costs

• Considers due dates and interest rates
• Less volatile rates

• A lengthy 50-year period
• Predictable pinch-points rather than fluctuating annual costs

• Deficits
• When necessary, deficits can be incurred if revenue is insufficient
• Deficits are capitalized and are repaid with interest within 10 

years and typically prior to other investments



Rate History
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Rate Order No. WAPA-157

• Effective May 2013
• Firm Transmission:  $19.32/kW-Year
• A single rate was established for both 230/345-kV and 

500-kV transmission lines
• The rate was sufficient to cover the repayment of 

deficits and the original project investment in fiscal year 
(FY) 2020



Rate History
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Options Group Meetings

• A collaborative workgroup consisting of WAPA and its 
customers that formed after the 2013 rate adjustment

• Evaluated the financial position of the Intertie and 
explored ideas to produce long-term rate stability

• Analysis showed the Intertie rates would likely decrease 
slightly and then increase prior to the FY 2020 pinch-
point

• WAPA committed to maintaining the rates then in effect 
through FY 2020, even at the risk of a deficit



Rate History
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Rate Order No. WAPA-181

• Effective October 2018
• With deficits repaid, progress toward the repayment of 

the FY 2020 pinch-point was continuing
• Indications of possible declining firm sales but the 

existing rate was still sufficient
• Rates were also extended to evaluate combining 

transmissions rates within the Desert Southwest Region 
(DSW)
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Determinants
Typical Costs

P&I
50%

O&M
32%

Purchase Power 
& Wheeling

15%

Other
3%



Determinants
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• O&M expenses are based on the information 
presented at the 2019 Work Plan meeting

• Ten-Year Plan information is used to project capital 
costs in the near-term

• The Power Repayment Study calculates long-term 
capital costs based on service lives of existing 
equipment

• Transmission reservation projections are based on 
contractual values, adjusted for known and 
measurables



Projected FY 2020 Deficit
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• FY 2020 will likely result in a deficit of $2.5m
• Due to greater reductions in firm sales and 

increases in purchase power than previously 
expected

• These changes decreased the amount of 
repayment toward the FY 2020 pinch-point 
resulting in a temporary shortfall

• The deficit will be repaid in FY 2021 prior to making 
progress toward the FY 2023 pinch-point



Reservation Changes
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FY 2020 FY 2021 FY 2022 FY 2023

Total Reservations (kW) 1,396,756 1,584,256 1,646,756 1,562,756

NextEra + 187,500 + 250,000 + 250,000

AEPCO + 50,000

WAPA – CRSP Region - 134,000

• NextEra is contingent on the completion of a new generation plant
• Arizona Electric Power Cooperative is expected to reserve an additional 

50,000 kW
• WAPA - CRSP renewal is uncertain
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Reservations
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Data

		

						230/345-kV				500-kV

						Actual		Projected		Actual		Projected

		1996		- 0		729,539		1,050,000		- 0		- 0

		1997		100		973,140		1,050,000		- 0		- 0

		1998		200		845,664		1,050,000		- 0		- 0

		1999		300		1,152,985		1,050,000		- 0		62,500

		2000		400		744,782		1,050,000		34,333		162,500

		2001		500		836,807		1,050,000		103,000		262,500

		2002		600		1,181,390		1,050,000		420,333		362,500

		2003		700		1,133,738		1,050,000		488,333		462,500

		2004		800		1,062,157		1,050,000		572,333		562,500

		2005		900		1,068,382		1,050,000		529,333		662,500

		2006		1,000		1,067,950		1,050,000		553,667		762,500

		2007		1,100		1,065,268		1,050,000		624,500		862,500

		2008		1,200		1,118,612		1,064,540		612,000		709,000

		2009				1,093,942		1,064,540		612,000		737,200

		2010				1,083,591		1,064,540		612,000		793,600

		2011				1,093,942		1,064,540		612,000		850,000

		2012				1,093,942		1,064,540		612,000		906,400

		2013		1,580,943		- 0

		2014		1,555,484		- 0

		2015		1,606,984		- 0

		2016		1,624,031		- 0

		2017		1,624,031		- 0

		2018		1,530,756		- 0

		2019		1,460,756		- 0

		2020		1,396,756		- 0

		2021		1,396,756		187,500

		2022		1,396,756		250,000

		2023		1,262,756		300,000







Purchase Power and Wheeling
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Actual

Fiscal Year Amount

2017 $2.0m

2018 $6.0m

2019 $2.7m

Forecast

2020+ $3.6m

The recent historic average for purchase power and 
wheeling is approximately $3.6m



Other Revenue
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Actual

Fiscal Year Amount

2017 $7.3m

2018 $11.3m

2019 $13.5m

Forecast

2020+ $9.6m

Other revenue increased significantly in FY 2017 and           
FY 2018
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Principal Payments 


Graph

		2021		2021

		2022		2022

		2023		2023

		2024		2024

		2025		2025

		2026		2026

		2027		2027

		2028		2028

		2029		2029

		2030		2030

		2031		2031

		2032		2032

		2033		2033

		2034		2034

		2035		2035

		2036		2036

		2037		2037

		2038		2038

		2039		2039

		2040		2040

		2041		2041

		2042		2042

		2043		2043

		2044		2044

		2045		2045

		2046		2046

		2047		2047



Required

Scheduled

842191

7374103.71

1907641.22000003

8680317.91

13645245

7036731.43

435479

3558541.94

8796

3774412.8

127117

3879338.54

567801.999999046

3986509.96

3518840

4068750.49

19964

4171112.58

2718024.49000001

4293597.22

0

4633389.81

0.0099999905

5029263.57

-0.0099999607

5421233.81

13867845.01

5861341.9

1108174

6356981.03

108890

6862080.92

54551.7300000191

7445424.51

652688.379999995

8303013.09

2350768.00999999

9738434.09

3650467.62

11096515.19

571722.069999993

10535519.44

2152785.48000002

11382085.8

9736086.12000006

12316202.22

1479869.99999994

13199008.63

810486

13950695.39

23932557.15

14502463.7

108447080.24

14762029.08



Data

		

						Principal Payments

						Required		Scheduled

		2021		3,000,000		842,191		7,374,104

		2022		6,000,000		1,907,641		8,680,318

		2023		9,000,000		13,645,245		7,036,731

		2024		12,000,000		435,479		3,558,542

		2025		15,000,000		8,796		3,774,413

		2026		18,000,000		127,117		3,879,339

		2027		21,000,000		567,802		3,986,510

		2028		24,000,000		3,518,840		4,068,750

		2029		27,000,000		19,964		4,171,113

		2030		30,000,000		2,718,024		4,293,597

		2031		33,000,000		0		4,633,390

		2032		36,000,000		0		5,029,264

		2033		39,000,000		(0)		5,421,234

		2034		42,000,000		13,867,845		5,861,342

		2035		45,000,000		1,108,174		6,356,981

		2036		48,000,000		108,890		6,862,081

		2037		51,000,000		54,552		7,445,425

		2038		54,000,000		652,688		8,303,013

		2039		57,000,000		2,350,768		9,738,434

		2040		60,000,000		3,650,468		11,096,515

		2041		63,000,000		571,722		10,535,519

		2042		66,000,000		2,152,785		11,382,086

		2043		69,000,000		9,736,086		12,316,202

		2044		72,000,000		1,479,870		13,199,009

		2045		75,000,000		810,486		13,950,695

		2046		78,000,000		23,932,557		14,502,464

		2047		81,000,000		108,447,080		14,762,029







Rates
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FY 2021 FY 2022 FY 2023

O&M $11.1m $10.7m $11.0m

Other Costs $0.7m $0.7m $0.7m

Purchase Power and Wheeling $3.6m $3.6m $3.6m

Principal and Interest $24.7m $26.3m $24.5m

Other Revenue $(9.6m) $(9.6m) $(9.6m)

Total/Revenue Requirement $30.6m $31.8m $30.2m

Reservations (kW) 1,584,256 1,646,756 1,562,756

Rate ($/kW-Year) $19.32 $19.32 $19.32



Summary

• WAPA will propose extending the existing Intertie rates 
through September 30, 2023

• Primary determinants of the rate calculation:
• Deficit in FY 2020
• Increased reservations
• Purchase Power
• Other Revenue
• Principal payments

• The existing rates will collect sufficient revenue to meet 
repayment obligations
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Combined Transmission Rate
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• WAPA is investigating combining the transmission rates 
of the DSW and Colorado River Storage Project 
transmission systems

• An initial customer outreach meeting was held in April
• Several meetings will be held in the fall to explore the 

concept with WAPA’s customers
• A few potential benefits include more efficient use of 

transmission system, eliminating rate pancaking, and 
reducing administrative costs

https://www.wapa.gov/regions/DSW/Rates/Pages/CombinedTransR
ate.aspx

https://www.wapa.gov/regions/DSW/Rates/Pages/CombinedTransRate.aspx


Multi-Year Outlook
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2021 2022 2023 2024 2025 2026 2027 2028

O&M $11.1m $10.7m $11.0m $11.2m $11.2m $11.4m $11.6m $11.9m

Other Costs $0.7m $0.7m $0.7m $0.7m $0.7m $0.7m $0.7m $0.7m

PPW $3.6m $3.6m $3.6m $3.6m $3.6m $3.6m $3.6m $3.6m

P&I $24.7m $26.3m $24.5m $20.7m $20.7m $20.5m $20.3m $20.0m

Other Revenue $(9.6m) $(9.6m) $(9.6m) $(9.6m) $(9.6m) $(9.6m) $(9.6m) $(9.6m)

Total/Rev. Req. $30.6m $31.8m $30.2m $26.6m $26.6m $26.6m $26.6m $26.6m

Reservations (MW) 1,584 1,647 1,563 1,563 1,563 1,563 1,563 1,563

Rate ($/kW-Year) $19.32 $19.32 $19.32 $16.99 $16.99 $16.99 $16.99 $16.99
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Next Steps

June 2020

July 2020

August 2020

Public process concludes

Effective date of rate

Public process begins when a notice is published in the 
Federal Register.  Comments will be accepted any time 
during the 30-day comment and consultation period.

October 1, 2020

Final rate order is published in the Federal Register
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Additional Resources

Kevin Schaefer Tina Ramsey
Public Utilities Specialist Rates Manager 
(602) 605-2867 (602) 605-2565
kschaefer@wapa.gov ramsey@wapa.gov

For further information, visit WAPA’s website at 
https://www.wapa.gov/regions/DSW/Rates/Pages/intertie-rates.aspx

mailto:kschaefer@wapa.gov
mailto:ramsey@wapa.gov
https://www.wapa.gov/regions/DSW/Rates/Pages/intertie-rates.aspx
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