Fuel Adjustment Explanation
In the utility industry, a Power Cost Adjustment (PCA) or Fuel Adjustment Charge (FAC) is a common mechanism used to reflect fluctuations in the cost of fuel and purchased power used to generate or procure electricity or commodities like natural gas. Essentially, it's a pass-through charge that allows utilities to adjust rates to account for changes in the price of the energy they provide, without needing to constantly revise their base rates.
How it works:
· Base Rates:
Utilities set base rates for electricity, which include an estimate for fuel and purchased power costs. These are set once at the beginning of the year for budgeting and rate.
· Fluctuations:
But these costs can vary significantly throughout the year due to factors like fuel prices (coal, natural gas, etc.), weather conditions (affecting demand and supply), and market conditions. 
· PCA/FAC:
To account for these fluctuations, utilities implement a PCA or FAC, which is a separate charge or credit on customer bills. 
· Pass-through:
The PCA/FAC is a pass-through mechanism, meaning it doesn't generate profit for the utility. It simply reflects the actual cost of power generation and purchase charged to distributors by the generators and transmission companies or the pipeline companies. 
· Monthly Adjustment:
The PCA/FAC can be adjusted monthly to reflect the current costs, either increasing the bill (when costs are higher) or decreasing it (when costs are lower). 
The electric and gas portion of the monthly utility bill include a Fuel Adjustment (also known as a Power Cost Adjustment) in the total. The city makes no additional money from the Fuel Adjustment; it is a direct pass through of the cost the city is charged by the Deep East Texas Electrical Cooperative (DETEC). In some months the PCA is actually negative (the last time was January of 2021 for the electric PCA and June of 2025 for the gas PCA); in any case, the PCA is multiplied by the amount of kilowatt hours (KWH) of electricity you use or the cubic feet (ccf) of gas used and if it’s positive it is added to your bill and if it is negative it is subtracted from your bill. Both PCA amounts are approved each month at the city council meeting and published on the agenda (available at City Hall or at www.cityofhemphill.com).
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6) Consent Agenda—aAll matters listed under Item 6, consent agenda, are considered to be routine by the city
council, and will be enacted by one motion. There will not be separate discussion of these items. If discussion is
desired, that item will be removed from the consent agenda and considered separately.

1. Approve Minutes of the May 20, 2025 Regular Meeting.
11. Approve Accounts Payable Check Register May 2025.

iti. Approve Gas Power Cost Adjustment of4807004) per or June 2025.
iv. Approve Electric Power Cost Adjustmnt of $0.019358 per)KWH for June 2025.

Fuel Adj (PCA) the city passes through to customers; published
and approved at every city council meeting.





