
2025 Rate Resolutions
Randy Kruger, Jr.  I  CFO

December 20, 2024



Rate Resolutions for Consideration
• As an electric cooperative, PEC’s sole source of funding for its retail and distribution operations is member 

rates.  Accordingly, all rates must be designed to recover costs and avoid subsidization among members.

• We are asking the Board to consider two broad categories of rate resolutions impacting 2025:
1. System Cost Based Rates—These are rates designed to recover the cost to operate our distribution 

system which are  calculated based on the results of our triennial cost of service study.  We updated our 
cost of service study this year in accordance with our 3-year cycle.
• Residential—Increase Service Availability Charge (fixed) and reduce Delivery Charge (variable) to 

better match rate structure to fixed/variable operating cost structure.
• Small Power—Adjust Service Availability and Delivery charges between small power single phase and 

three-phase rate classes to address cross subsidization between member classes.

2. Market Based Rates—these are categories of rates where observable changes in market rates paid by 
PEC are used to set member rates
• Base Power Cost – Adjust pass-through due to changes in the cost of power within the ERCOT market
• Sustainable Power Credit – Increase due to changes in the cost of power within the ERCOT market
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Components of a PEC Bill

System Cost Based Rates Market Based Rates

Service Availability Charge
Fixed charge mechanism recovers services 
and distribution cost.

Delivery Charge
Variable charge mechanism recovers services 
and distribution cost.

Power Costs
Recovers cost to procure power 
and associated costs

TCOS Pass Through
Recovers access charges for the 
ERCOT transmission system

Current Activity
Service Availability Charge $22.50
Delivery Charge 1,250 kWh @ $0.028405 $35.51
Base Power Cost 1,250 kWh @ $0.058500 $73.13
TCOS Pass-Through Charge 1,250 kWh @ $0.019554 $24.44
eBilling Credit -$1.00
eBilling Draft -$1.50

Current Charges $153.07
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System Cost Based Rates
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Residential Delivery and Service Availability Charges 
Issue: Adjustments needed to better align between
fixed cost, variable cost and the associated revenues

Fixed

Variable

Cost Revenue

• Power volumes change based on weather and member usage 
patterns, resulting in fluctuations in variable revenues

• The fixed Service Availability Charge (SAC) is unchanged 
regardless of volumes delivered

• Unchanging costs like debt service, facilities, taxes or similar fixed 
charges may not be fully recovered or may be over recovered if 
tied to variable volumes 

• To ensure proper matching of expenses to cost recoveries fixed 
costs should be recovered through fixed charges like the SAC and 
variable costs should be recovered through volumetric based 
charges like the Delivery Charge

• This ensures: 
• Members are not over or undercharged to recover cost
• PEC financial stability and credit rating
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Recommendation: Reduce Variable Revenues and 
Increase Fixed Revenues

• Will reduce subsidies as small end-users are added to PEC 
system through build out of multifamily housing

• Increase Service Availability Charge which is a source of 
fixed revenue

• Reduce Delivery Charge which is a source of variable 
revenue

• Typical residential bill impact of $2.68/month

Charges Current Proposed Difference Monthly Bill 
Impact**

Service Availability Charge $20.00* $30.00* $10.00 $10.00

Delivery Charge $0.028405 $0.022546 -$0.00586 -$7.32

*$20.00 after eBilling and eDraft credits  *$30.00 for the basic billing package  

**Calculated based on monthly usage of 1,250 kWh
Cost Revenue

Fixed

Variable
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Residential Delivery and Service Availability Charges 

Benchmarking
• Fixed cost of distribution 

infrastructure is recovered 
using combo of 
fixed/variable charges
• Service Availability 

Charge ($/month)
• Delivery Charge ($/kW)

• Both charges lower than 
surrounding co-ops

• Adjustments would bring 
fixed charge profile in line 
with comparable utilities

• Service Availability Charge 
increase offset by Delivery 
Charge reduction

7

*Estimated distribution charge rates
**rate reflects discounted SAC after eBilling and eDraft credits

Service Availability Charge Distribution Charges



Small Power: Single Phase and Three Phase
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o Increase the SAC and delivery charge for three-phase to 
$57.50 and $0.026506

o Decrease the delivery charge for single-phase to 
$0.0079849

o No change for single phase SAC.

• Addresses inequities without materially affecting revenues.

• Approximately 24,000 small power members are Single-Phase 
Service; 9,000 are Three-Phase Service

• Differences between usage patterns is causing a significant 
divergence between the revenue requirement for single-phase 
and three-phase.

Recommendation: Small Power Members

Issue: Single-Phase Subsidizing 3-phase 



Small Power: Single-Phase vs. Three-Phase Service

Benchmarking

Fixed
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• Six utilities identified for 
Small Power: Three-
Phase Service 

• Excluding high and low, 
observed a Service 
Availability Charge 
ranging from $50 - $62

• Recommend adjusting to 
a Service Availability 
Charge close to midpoint 35.00 
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Market Based Rates
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• Wholesale power costs and ancillary prices in ERCOT have been increasing since 2020
• ERCOT implemented additional ancillary service charges in 2023 adding $12B in costs to ERCOT 

market and ratepayers
• This increased the outlook for future prices, placing upward pressure on PEC’s base power cost
• Wholesale power costs are a direct pass-through to the membership, PEC does not collect a 

margin

Historical Future

Base Power Cost Increase Due to Rising Power Prices



Base Power Cost (Flat and Time-of-Use)

12

• Under PEC’s tariff the base power cost is determined by formula
• The base power cost is a function of budgeted power costs for the 

next year plus or minus adjustments to recover or return variances 
between prior year budgeted and collected power costs

• The cost is converted to an hourly charge by dividing by the 
budgeted volumes

(budged power costs ± previous under or over recoveries) / budgeted volumes

($455 M + $12 M) / 7,547 GWh = $0.0619/kWh
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Sustainable Power Credit Adjustment

Increase credit from $0.069554 to $0.08267 per kWh

• Sustainable Power Credit adjusts annually 
• Calculated from the three-year average avoided costs of energy, ancillary service, and transmission
• Members with distributed generation (DG) less than 50 kW receive the credit for all surplus 

generation delivered to PEC’s distribution system

Item 2020 2021 2022 2023
3-Year Average 

2020-2022
3-Year Average 

2021-2023
Avoided Energy Costs 41.32$     68.85$      129.41$    97.66$      79.86$                   98.64$                   
Avoided Ancillary Services Costs 1.85       14.51        5.51           6.30           7.24                       8.77                       
Avoided Transmission Costs 22.60    23.08        21.35        21.36        21.65                     21.93                     
Avoided Capacity or Demand Costs -            -             -             -             -                         -                         
Avoided Distribution Costs -            -             -             -             -                         -                         
Avoided Regulatory Costs -            -             -             -             -                         -                         
Value of Distributed Generation 65.77$     106.44$    156.27$    125.32$    108.75$                129.34$                
Sustainable Power Credit ($/kWh) 0.069554$            0.082666$            



Summary Impacts of Proposed 
Rate Changes
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Electricity Cost Trends
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• Electricity CPI on constant upward trajectory since 2021, growing 28%
• PEC rate growth is substantially below national average

• Most growth from TCOS and Base Power
• PEC Delivery and Service Availability Charges have remained stable. Through prudent cost management, PEC 

has kept cost increases lower than overall system growth
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Bill Impact of Base Power and SAC/Distribution Rate 
Changes
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• Service Availability Charge, currently set at $22.50 (*$20.00 after eBilling and eDraft credits)
• For consideration, adjusting the SAC to $32.50 (*$30.00 for the basic billing package)

• Net increase of 4.5%, or $6.93/month due primarily to base power increase

Charges Current Proposed Difference Monthly Bill 
Impact**

Service Availability Charge $20.00* $30.00* $10.00 $10.00

Delivery Charge $0.028405 $0.022546 -$0.00586 -$7.32

Base Power Charge $0.058500 $0.061900 $0.003400 $4.25

**Calculated based on monthly usage of 1,250 kWh.
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Residential Rate Comparisons

Residential rates modeled as of March 2025 (1,250 kWh)
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