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• Consumer advocate office established in 1975 

• Electric, Natural Gas, Telephone, Water, Sewer 

• 4 attorneys 

• 4 accountants  

• 2 staff  

• 1 economist  



Rate Design 
Part I   

A brief history of the 
structure of electric prices  



• Early Years (1880s – 1910s)  

–  Experimentation and debate  

–  Even time-of-use, capacity based (4-C) 

 

• 1910 – 1970  

–Monopoly Standardization 

–Declining Costs 

– Load Growth  

–Rate Design a non-issue  

 

 

 



Public Utility Regulatory Policies Act 
PURPA (1978)   

• 1970s to today…  

 

• PURPA’s stated goals were to encourage 
conservation, resource efficiency, and 
equitable rates.   

 

• Driven by industry economics from declining 
to increasing costs as well as emerging societal 
and environmental concerns.  



PURPA ratemaking standards 
• 1.) basing rates on costs of service by class 
  
• 2.) eliminating declining block rates  
 
• 3.) introducing time of day 
 
• 4.) introducing seasonal rates 
 
• 5.) introducing interruptible rates 
 
• 6.) offering customers cost-effective load management 

techniques  





Rate Design 
Part II  

“Ratemaking” 



Typical rate case with level-headed 
interest groups 



A Class Cost of Service Study  



Functionalization  

Classification  

Allocation  



Rate Designs 



A few typical rate (pricing) structures 



Do you know your rate design? 





The recent Independence Rate 
Design Study  



Many parts, but…  

The report also recommends phasing in a $14.50-a-month 
customer charge to replace the current minimum bill. 
 
 It says that is needed to recover fixed costs and “prevent 
customer subsidization issues,” especially for those who might 
install renewable energy systems at their homes and 
businesses.  
 
The report says big customers currently pay more than their 
true share of costs, benefiting residential customers and 
others. 



What is a customer charge?  

• A flat fee covers the administrative costs of 
doing business, such as billing, postage, and 
building rent costs.  

 

• Charge will (and should) vary by type of utility  

– Investor-owned  

– Rural Co-operative 

– Municipal  
 



 



Traditional Principles behind the 
customer charge 

• A customer should be able to connect to the 
grid for no more than the cost of connecting 
to the grid.  

 

• This should reflect only those costs to the 
system that the addition of the customer 
adds: 

– Billing and metering, poles and wire  

 



How does a study get to $14.50?  

 

• A 250% increase from the minimum bill. 

 

 

• You allocate costs differently.  





What is the effect?  





Who is negatively impacted? 
• Low-income customers 
  
• Fixed-income customers  
 
• Apartment dwellers  
 
• Small general service customers (seasonal) 
 
• Energy-efficient customers  
 
• Self-generating customers (rooftop solar)  

 



Who is positively impacted? 

• High-usage customers  

• Utility * 

 



Is this the best outcome for 
ratepayers/taxpayers? 

A matter of perspective 



 



Missouri’s low-income families: 
Spend 14% of their annual income on utility bills, 
whereas middle and higher income families pay 3-6%.  
 



 



What about national trends? 

• The Edison Electric Institute “DEATH SPIRAL” 

• Wisconsin falls  

• Everybody else  

• In Missouri: 

– Ameren Missouri   no increase 

– Empire Missouri  no increase  

• KCPL requested shift from $9.00 to $25.00 

– Received a 32% increase to $11.88 

– Does not tell the whole story  



The Elevator Pitch 



Geoff Marke 

Office of Public Counsel, Economist  

(573) 751-5563 

Geoff.marke@ded.mo.gov   

mailto:Geoff.marke@ded.mo.gov

