
What influences power prices?
The average power bill for an American consumer is about $115 per month or a little over $1,350 per year1. However, where you live has an 
impact on average power expenses — you could pay roughly $373 less each year by living in Utah or $448 more in Connecticut. Regardless, 
power bills can be a significant cost for consumers in all parts of the country, especially when you consider all the other bills you have.

Where do these prices come from? Power prices generally reflect the cost to build, finance,  
maintain and operate generation facilities and the electricity grid. The total cost includes  
fuel costs (nuclear, coal, natural gas and oil), power generation and facility costs (including  
maintenance of renewable energy resources), the distribution system to get the power to  
your home, weather conditions and government regulations.

The actual cost for your power company to supply your home electricity changes minute  
by minute based on prices in the energy markets and cost of demand and electricity  
production, which can vary based on the season, day and even time of day. Extreme  
temperatures also can drive a significant change in demand for electricity along with  
the price. For example, costs are usually highest in the summer due to more expensive  
generation sources being added to the grid to meet the high demand from air conditioning. As a result, sometimes the actual cost of 
providing electricity to your home is lower than the price you pay from your power company, and at other times, it is more expensive.

1 U.S. Energy Information Administration	

Did you know that there are likely a variety of pricing options available for  
how you power your home? The smart grid has enabled power companies  
to give you options on how you pay for the electricity that your home uses,  
unlocking potential savings and plans that better meet your needs.
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What power pricing options are available for me?
Now that many areas of the country have smart grids in place with smart meters on homes, you may  
have the option to enroll in a variety of pricing plans that make it possible to save money by controlling  
how much electricity you use at different times of the day or week. By choosing when and how you use 
electricity, you can better manage your budget and even benefit the environment without sacrificing  
comfort and convenience. In addition, renewable energy, such as wind and solar, is increasingly being  
incorporated into pricing plans in many states.

CONSIDER THE FICTIONAL RODRIGUEZ FAMILY, AN AVERAGE AMERICAN  
FAMILY AND WITH A VARIETY OF PRICING OPTIONS AVAILABLE TO THEM:

 TRADITIONAL/FLAT RATE     Think back to 
before unlimited plans for cell phones became prevalent —  
consumers paid a consistent rate per minute for calls or per  
gigabyte for data, which totaled a monthly bill. This method of 
pricing is the most common electric pricing plan for consumers 
today. The Rodriguez family would pay a consistent price for each 
kilowatt-hour (kWh) of electricity used — no matter when it’s used. 
Mrs. Rodriguez could lower their monthly bill by finding ways 
to reduce the amount of kWh the family uses in a month. This 
could be by being more disciplined with the thermostat, turning 
off lights or making energy-efficient upgrades.

 This would be an ideal plan if…   the Rodriguez family  
has a tight daily schedule and is unable or doesn’t want to  
shift the timing of their power consumption on major  
appliances or air conditioning.

 T IME OF USE RATE    Think about buying a seat at 
a regular season baseball game during the week versus the same 
seat during a high-profile matchup on the weekend. The cost will 
be more during those premium games due to higher demand. 
This type of pricing is featured in time-of-use (TOU) rates where 
certain hours of the day are established as peak pricing time 
frames with a higher rate. Peak pricing times can be different in 
cold versus warm months. Typically, nights and mornings have 
much lower rates in the summer. These rates give consumers  
the opportunity to shift electricity usage to times where demand 
for electricity is lower, creating a win-win for the power company 
and consumer. In this case, Mr. Rodriguez could consider shifting 
electricity-intensive activities of the family, such running the  
dishwasher or washing clothes, to the non-peak hours of the  
day to reduce their bills.

 This would be an ideal plan if…   the Rodriguez family 
didn’t want to necessarily reduce their overall total  
consumption but instead have the ability to shift the  
time they do things like laundry, EV charging or running  
the dishwasher.

 SUBSCRIPTION PLAN    Similar to how you may 
pay a fixed monthly price for cable or internet access, your power 
company may offer comparable options. With a subscription plan, 
sometimes called an even billing plan, your power company  
provides you a monthly fee based on your electricity usage over 
the previous 12 months. This fee represents the average of all 
months’ usage with a possible buffer for excess usage. In this case, 
the Rodriguez family pays a fixed monthly price no matter the 
kWh of electricity used, possibly lower or maybe higher than 
their monthly charge. At the end of the year, Mrs. Rodriguez’s 
power company will offer a new 12-month contract based on  
that year’s usage. Some power companies require a settlement 
bill if the Rodriguez family uses too much (or too little) electricity, 
so they will want to read the terms of agreement to understand 
the plan. 

 This would be an ideal plan if…   the Rodriguez family  
had a relatively consistent level of electricity consumption  
and want a predictable bill at the end of every month.

 PEAK TIME INCENTIVE PROGRAMS  
Ever try to hail an Uber ride during a holiday night like New  
Year’s Eve? You might have noticed demand and prices were  
extremely high. The same thing occurs with the cost of electricity 
on extremely hot summer days or very cold winter mornings.  
Because extreme weather can strain the electric grid, some 
power companies offer rebates to reduce electricity usage  
during specific peak events. Mr. Rodriguez could earn a bill credit 
for turning off their pool pump, adjusting their thermostat or 
waiting to charge their electric lawn mower. Their power company 
may even have a program that does this automatically for them. 
These peak time programs can typically be paired with any of the 
rate options mentioned. 

 This would be an ideal plan if…   the Rodriguez family  
is willing to reduce their electricity consumption on a few  
specific afternoons during the year.



Green Mountain Energy’s  
Pollution Free™ e-Plus 12 in Texas: 

A traditional/flat rate plan where  
consumers pay a consistent price  
for each (kWh) of electricity used  
but the electricity utilizes 100 percent 
wind energy.

Sacramento Municipal Utility  
District’s Time-of-Day Rates  
in California: 

A time-of-use plan where consumers 
save money by shifting when they use 
electricity to off-peak times.

Cobb EMC’s Even Bill plan  
in Georgia: 

A subscription plan where consumers 
pay the same amount each month for  
a year regardless of your usage or  
the season. 

Ameren’s Peak Time Savings  
Program in Missouri:

A peak time incentive program  
where consumers earn cash annually 
for utilizing their smart thermostat  
to participate in lower usage events  
during peak times.

San Diego Gas & Electric’s EV  
TOU Pricing Plans in California:

A set of EV TOU rates where those 
who drive an electric or plug-in hybrid 
vehicle can save money by charging 
their car during the lowest-priced  
time period.
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As you think about the available options, you 
could even consider more advanced options to 
take advantage of renewable energy sources  
and electric vehicles (EVs) to optimize your  
savings. Many power companies offer plans  
that only utilize clean energy sources to  
generate your power, and, in some cases, EV 
owners can charge at cheaper rates overnight  
by utilizing a TOU rate where the vehicle 
charging is delayed to start during periods  
when the lowest rates are available. You may 
want to also consider a prepay plan where you 
pay for electricity upfront and can monitor your 
budget closely each day.

You can pair these different pricing plans with 
smartphone apps and automated “set-and- 
forget” technologies, such as smart thermostats 
and smart appliances, to reduce or shift your 
electricity consumption. These technologies can 
automatically respond to power price signals and 
adjust your electricity consumption the easy way 
— without any action required from you. 

PRICING EXAMPLES  
AROUND THE COUNTRY

Ultimately, what difference 
can my power pricing choice 
make for me?
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Learn more at  
WhatIsSmartEnergy.org

New rate plans enable you to charge 
your electric vehicle at low prices 
during low demand times.
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The bottom line is that advancements in electricity grid technology are providing you with  
greater control over how electricity is used in your home. There are options available now to  
meet your needs whatever they might be. So, take advantage of these tools and reduce your  
costs. Consider signing up for an alternative pricing plan that meets your needs if available to you.

https://www.greenmountainenergy.com/home-energy-solutions/products/aep-tnc/
https://www.smud.org/en/Rate-Information/Time-of-Day-rates/Time-of-Day-5-8pm-Rate

