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Rates



Simply – How a Rate is calculated

$ (Revenue)
______________   =  Rate per Unit

Units (Usage)

*How $ and Units are determined is the complexity



What is Total Revenue Requirement?

Total Revenue Requirement is the total annual dollars the Commission allows the 
utility to recover collectively from its customers.  

Think of Total Revenue Requirement as the total “size of the pie”

There is a three step method to split the pie



Total Revenue Requirement Formula
R = O + (P-D)E
• Where:
• R - Revenue Requirement
• O - Operating Expenses

Operations
Maintenance
Administrative and General (A&G)
Interest and taxes

• P - Gross plant value
• D - Depreciation
• E - Rate of Return that a utility is allowed to earn 

on its capital investment.



Utility Functions



Dollars (revenue) are put into Buckets



How Rates are Determined

Energy Rate = Energy Revenue divided by total energy (kWh) delivered = ($/kWh)

Demand Rate = Demand Revenue divided by kW = ($/kW)

Customer Charge = Customer Revenue  divided by number of Customers = 
($/Customers) also known as Fixed Charge or Service Availability Charge





Contact Info
Robert Shields
Arkansas Electric Cooperative Corporation
Senior Director Regulatory and Rates

Robert.Shields@aecc.com

501-570-2408
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