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Background 
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• Existing formula rates for Central Arizona Project (CAP) 
transmission service expire on December 31, 2015 

 

• Conducting public process to place formula rates in effect 
for another 5-year period through December 31, 2020 
 

• Current formula rates are calculated each year and 
provide sufficient revenue to cover all annual costs 
 

• As such, no changes to the existing rate-setting formula 
are being proposed 

 

Presenter
Presentation Notes




Rate Activity Schedule 
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Initial Federal Register Notice Published July 24, 2015 

 

Public Information Forum   August 27, 2015 
 

Public Comment Forum   September 24, 2015 
 

Close of Comment Period   October 22, 2015 
 

Final Federal Register Notice Published November 1, 2015 
 

Rates Formula Effective   January 1, 2016 
 
       

 



Firm Transmission Service 
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• Formula Rate: 
 

   5-Year Average of Annual Revenue Requirements   
    Average Sales Reservations 

 

• Revenue Requirements: 
o O&M for first two years based on workplan 
o Remaining three years indexed at 3% 
o Includes projected costs for known capital replacements 
o Calculated annually and includes true-up for any over or 

under collection in the previous year 
 

• No changes to existing formula rate 
 



Rate Determinants 

 
 2015-2019 2016-2020 Change 

Western O&M $4.6 $4.6 - 

Other $1.5 $1.6 $0.1 

Replacements $6.5  $5.5 ($1.0) 

P&I $5.5 $5.4 ($0.1) 
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Total $18.1 $17.1 ($1.0) 

Average Annual Expenses (in millions) 



Rate Determinants 
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 2015-2019 2016-2020 Change 

Other Revenue $5.3 $2.9 ($2.4) 

Over/(Under) Collection $0.7 $1.1 $0.4 

Total $6.0 $4.0 ($2.0) 

Reservations (MW) 891 880 (11) 

Average Annual Other Revenue, Over/(Under) 
Collection (in millions) and Sales Reservations 



Firm Transmission Service 

• Estimated average annual revenue requirement for the 
2016 - 2020 cost evaluation period is $13,097,515 
 

• 5-year average sales reservations are 880,436 kW 
 

• Resulting 2016 rates: $14.88/kW-Year 
     $1.24/kW-Month 
     $0.29/kW-Week 
     $0.04/kW-Day 

 
 
 

8 



Nonfirm Transmission Service 
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• Nonfirm Point-To-Point Transmission Rate 
 

o Nonfirm rate is a derivative of the yearly firm point-to-point 
transmission rate 

o Billed on an hourly basis 
o Equal to yearly firm rate divided by 8,760 hours multiplied 

by 1,000 and rounded to two decimal places 
o Calculation yields a rate of 1.70 mills/kWh for 2016 

 

• Changes in the firm point-to-point rate will result in 
changes to the nonfirm rate 



Nonfirm Transmission Service 

• Western currently markets excess transmission on 
the Navajo (500-kV) portion of the CAP on a short-
term (less than 12 months) basis 
 

• Currently, the excess Navajo transmission is sold at 
the CAP 115/230-kV rate under Western’s authority 
to set rates for short-term sales 

 

• Western is proposing to charge for excess Navajo  
transmission under Rate Schedule CAP-NFT3 
rather than continuing to use Western’s authority to 
set rates for short-term sales    
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Network Integration Transmission Service (NITS) 
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• Customer pays for use measured at time of system 

peak rather than transmission path reservation 
 

• Monthly Charge = Transmission Customer’s Load-
Ratio Share x (Annual Revenue Requirement / 12) 
 

• Calculation of Load-Ratio Share (LRS):  
o Identify system peak hour 
o Determine customer’s use during peak hour 
o 12 CP = customer’s use during system peak averaged over 

12 months 
o LRS = 12 CP divided by average system use during peak 

hour 
 
 

 



Transmission Rates 

 
 
 

 
Current  
(2015) 

 
Preliminary 

(2016) 

 
 

Change 
 
Firm (kW-Mo) 

 
$1.13 

 
$1.24 

 
$0.11 

 
10% 

 
Non Firm (mills/kWh) 1.55 1.70 0.15 10% 
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Next Steps 
 

• Public Comment Forum − September 24, 2015 
 

• Consultation and comment period closes − October 22, 
2015 
 

o Written comments must be received by the close of the 
comment period to be considered by Western 
 

• Publish Federal Register Notice  − November 2015 
 

• Formula Rates effective − January 1, 2016 
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 Contact Information 

 
 
 
Jack Murray    Christina Vides 
Vice President of Power Marketing  Public Utilities Specialist  
(602) 605-2442    (602) 605-4478 
jmurray@wapa.gov    vides@wapa.gov  
 
 
 
 
For further information relating to this proposal, visit our website at: 
https://www.wapa.gov/regions/DSW/Rates/Pages/central-arizona-rates.aspx 
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