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Electric utilities operating under FERC jurisdiction are generally permitted to set their transmission rates
using one of two approaches:

1. Stated rates involve a lengthy FPA Section 205 rate case proceeding with FERC each time a utility seeks
to change its rates. Around 30 utilities currently use transmission stated rates; or

2. Transmission formula rates, where FERC approves the formula that a utility proposes to calculate its
costs of service and derive its rates. Each year, the utility uses the approved formula and updated input
data (typically derived from FERC Form No. 1) to determine its new rates. The utility then submits its
annual updates and supporting documentation to FERC on an informational basis only, and shares the
updates with interested parties, who can review, verify, and challenge the inputs used in the
calculations pursuant to approved protocols - see the timeline below for details on when and how
interested parties can engage with the utility. Over 100 utilities under FERC jurisdiction use TFRs.
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These characteristics balance the interests of customers, FERC, transmission owners, and other industry

stakeholders*

* Industry stakeholders include interveners such as state regulators, regional groups, trade groups, and other interested parties.
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