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Proudly, STEC can say that it continued 
to set the standard and remained a 
leader in the industry, particularly in 
Texas, through its efforts in 2022.  So 
much was accomplished, and many 
new initiatives were started.  Those 
items could not have been completed 
without the action and leadership 
of the STEC Board and the dedicated 
contributions of STEC’s employees 
over the course of the year.  

The year began with the onboarding of 
new directors to the Board of Directors 
as three former directors retired to 
enjoy the next phase of life.  STEC 
welcomed Trey Grebe (Medina Electric 
Cooperative, Inc.), Brian Acosta (Magic 
Valley Electric Cooperative, Inc.), 
and Mike Ables (San Bernard Electric 
Cooperative, Inc.) to the STEC Board 
in late 2021 and early 2022.  All three 
directors joined the STEC Board in 
their roles as General Manager/CEO 
of their respective cooperatives and 
have a significant degree of valuable 
backgrounds and numerous years of 
experience not only in the electric 
utility industry, but as long-time 
cooperative family members.  STEC 
Director Rick Graff of Wharton County 
Electric Cooperative, Inc. was replaced 
after two years of dedicated service.  
As his replacement, the STEC Board 
welcomed Jim Harton to the Board 
as a director in July 2022.  The group 
of four directors joining the Board in 
2022, combining their experiences 
and backgrounds with those of the 14 
continuing directors forms a governing 
body with a strong foundation for 
the continued success of STEC.

Welcoming new directors to the STEC 
Board was not the only excitement 
seen in January.  On January 19, 
2022, STEC, American Electric Power 
(AEP) and Energy Transmission 
Texas (ETT) consummated an 
agreement regarding the division of 
responsibilities and ownership in the 

construction of the fourth 345kV 
transmission line to serve the Lower 
Rio Grande Valley.  This line was the 
culmination of more than seven years 
of study and discussion regarding the 
need for additional capacity to and from 
the Valley and was ultimately ordered 
by the Public Utility Commission to be 
built following the impact of Winter 
Storm Uri in 2021. Engineering, design, 
and route development on STEC’s 
portion of the project ensued during the 

remainder of 2022, and it is expected 
that an application for a Certificate 
of Convenience and Necessity will 
be granted in 2023 allowing the 
construction of the line to begin soon 
after.  The benefits of this fourth line 
cannot be understated, as it will not 
only allow for additional stability to 
the electric system in the Lower Rio 
Grande Valley thereby increasing the 
opportunity for economic growth and 
improving the standard of living for 
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that region of Texas, but will also serve 
as a highway that allows additional 
electrical generation to exit the Valley 
and serve all Texans in ERCOT during 
periods of high renewable output.  
Moving electricity out of the Valley 
was a challenge that was evident 
not only during Winter Storm Uri in 
February 2021 but also during Winter 
Storm Elliott in December 2022.

While Winter Storm Uri provided the 
catalyst for the advancement of the 
fourth 345kV line into the Valley, it also 
proved to be the source of several other 
initiatives where STEC’s performance 
set the standard across the region.  
Weatherization of generation resources 
and transmission assets became a 
priority following Winter Storm Uri 
and the passage of Senate Bill 3 in 
2021.  STEC’s performance during 
Winter Storm Uri provided not only 
an opportunity for STEC to influence 
the standards adopted by the Public 
Utility Commission, but in many ways 
STEC’s practices became the norm for 
the industry in Texas.  STEC also took 
steps to further enhance its continuing 
weatherization practices to ensure 
the reliability of its own resources.  
Improvements to the fuel oil handling 
system at the Sam Rayburn Power Plant 
were undertaken to increase reliability 
and to accelerate fuel truck unloading 
capabilities.  These efforts were key 
to the offer STEC provided to ERCOT 
for its inaugural winter Firm Fuel 
Supply Service term covering winter 
2022-2023 which ultimately resulted 
in the Sam Rayburn Power Plant being 
awarded as one of nineteen resources 
for the inaugural term.  STEC’s decisions 
to continue to make improvements 
in resiliency and reliability over 
the course of 2022 allowed STEC to 
remain a standard bearer in ERCOT.

STEC cannot rest on the laurels of 
past resource portfolio performance, 
however.  The future of the STEC 
resource portfolio was the focus of three 
Board workshops in January, April, and 
June of 2022.  The workshop discussions 
centered on STEC’s continual planning 
for the evolution of the power supply 

mix.  Strong load growth in much of the 
STEC Member service areas provides 
a great opportunity to continuously 
evaluate and gauge new opportunities 
for resource additions.  New business 
structure opportunities for resource 
additions also arose in 2022 with the 
August passage and signing of the 
Inflation Reduction Act.  For the first 
time ever, electric cooperatives are 
now eligible to receive direct benefits 
from the development and ownership 
of renewable generation – benefits 
that previously were only able to be 
monetized by electric cooperatives 
through complex taxable business 
structures.  Challenges remain 
with continued environmental, 
social and governance pressures, 
however, the STEC Board of Directors 
remains committed to charting a 
resource path that will ensure that 
reliable and affordable electricity 
will be available to its Members 
for many years into the future.

The STEC Board of Directors targeted 
not only the future of the resource 
portfolio, but also spent much time 
planning for the broader future of the 
cooperative.   In July, the STEC Board 
held a retreat with STEC senior staff 
to focus on updating and developing 
strategic priorities to guide the 
cooperative for the next three to five 
years.  The July strategic planning 
session built on the 2018 session and 
served well in providing direction to 
STEC management and staff after its 
adoption.  However, the motivation for 
the 2022 strategic planning session 
was not only to update the plan and 
establish a standard for moving forward 
but was to provide guidance to the 
cooperative’s next General Manager.  
Mike Kezar, who joined STEC in 2014 as 
its General Manager, announced that 
he would retire at the end of 2022 after 
providing strong leadership to STEC 
for eight years and prior to that having 
given more than 34 years of his career 
at San Miguel Electric Cooperative, 
including time as its General Manager.  
Mike successfully led the cooperative 
through some very challenging times 
during his tenure and effectively 

led STEC’s initiative to engage in 
the public arena for the benefit and 
success of STEC and its Members, 
and for that STEC and its Members 
are perpetually grateful.  Following 
Mike’s retirement announcement, the 
STEC Board embarked on a methodical 
and exhaustive six-month search for 
its next General Manager ultimately 
culminating in its selection of Clif 
Lange to succeed Mike.  Clif had more 
than 22 years of experience at STEC 
prior to his selection as STEC’s General 
Manager in September 2022.

STEC had an incredibly successful 
year in 2022 that proved to be 
transitional in nature.  The Board 
and the employees of STEC continue 
to be proactive in addressing future 
challenges and continue to excel as 
leaders in the industry.  As you read 
through the remainder of this report, 
you will find many instances of STEC’s 
successes along with the thought 
and ingenuity brought forth every 
day in the goal of serving STEC’s nine 
Member cooperatives.  STEC is very 
proud of these accomplishments.  As 
a result, STEC remains well poised to 
meet future challenges and continues 
to choose to take action rather than 
inaction and to set the standard. 

South Texas Electric Cooperative is a cutting-edge Generation and Transmission 
Cooperative serving nine member cooperatives of South Texas.

Our mission is to provide the infrastructure 
and services to deliver reliable and economical 
electric power to a diversified membership.

BARBARA S. MILLER
President

CLIF LANGE
General Manager
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B O A R D  O F  D I R E C T O R S

Secretary-Treasurer
Karnes

Electric Cooperative, Inc.

Vice President
Finance & Audit Chairman

San Patricio
Electric Cooperative, Inc.

Director
Jackson

Electric Cooperative, Inc.

Director
Magic Valley

Electric Cooperative, Inc.

Director
Jackson

Electric Cooperative, Inc.

President
MagicValley

Electric Cooperative, Inc.

Director
San Bernard

Electric Cooperative, Inc.

Director
San Patricio

Electric Cooperative, Inc.

Director
San Bernard

Electric Cooperative, Inc.

BARBARA S. MILLER RON HUGHES PAUL T. BRYSCH, JR.

JIM COLEMAN BRUCE ELLIOTT BRIAN ACOSTA

MIKE ABLES SAMMY CONDRA BOBBY BAUCH
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B O A R D  O F  D I R E C T O R S
The Board of Directors of South Texas Electric Cooperative, Inc. are rural electric leaders who have 
either been elected to the Board of their distribution system or are managers of their distribution 

system.  The Board consists of two representatives from each of its nine Member Cooperatives.

Director
Medina

Electric Cooperative, Inc.

Director
Nueces

Electric Cooperative, Inc.

Director
Nueces

Electric Cooperative, Inc.

Assistant Secretary-Treasurer
Power Supply Chairman

Medina
Electric Cooperative, Inc.

Power Delivery Chairman
Victoria

Electric Cooperative, Inc.

Administrative & Operating Chairman
Karnes

Electric Cooperative, Inc.

Director
Victoria

Electric Cooperative, Inc.

Director
Wharton County

Electric Cooperative, Inc.

Director
Wharton County

Electric Cooperative, Inc.

LARRY HUESSER BRAD BIERSTEDT BLAINE WARZECHA

TREY GREBE VARZAVAND “AVAN” IRANI DONALD HERRMANN

TREY RUSCHHAUPT GARY RAYBON JIM HARTON
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TREY GREBE
General Manager
Medina Electric Cooperative, Inc.

Total Utility Plant $254,851,823

Total Margin & Equities $127,993,480

Total Revenue $156,400,439

Total kWH Sold 1,461,931,051 

2022 New Connections 841

Total Connections in Service 40,924

Total Miles of Line  9,911

VARZAVAND “AVAN” IRANI
CEO
Nueces Electric Cooperative, Inc.

Total Utility Plant $153,243,388

Total Margin & Equities $123,285,936

Total Revenue $104,969,175

Total kWH Sold 801,179,980

2022 New Connections 666

Total Connections in Service 26,538

Total Miles of Line  3,238 

MIKE ABLES
General Manager
San Bernard Electric Cooperative, Inc.

Total Utility Plant $293,638,089

Total Margin & Equities $99,159,961

Total Revenue $105,173,561

Total kWH Sold 766,663,248

2022 New Connections 962 

Total Connections in Service 34,344

Total Miles of Line 4,104

JAMES COLEMAN
General Manager/CEO
Jackson Electric Cooperative, Inc.

Total Utility Plant $140,433,022

Total Margin & Equities $69,006,504

Total Revenue $74,290,613

Total kWH Sold 836,569,604

2022 New Connections 468

Total Connections in Service 19,323

Total Miles of Line 2,494

BRAD BIERSTEDT
General Manager
Karnes Electric Cooperative, Inc.

Total Utility Plant $155,436,045

Total Margin & Equities $169,282,210

Total Revenue $127,229,669

Total kWH Sold 1,303,137,811

2022 New Connections 578

Total Connections in Service 24,230

Total Miles of Line 4,755

BRIAN ACOSTA
General Manager
Magic Valley Electric Cooperative, Inc.

Total Utility Plant $484,498,636

Total Margin & Equities $310,807,974 

Total Revenue $306,617,302

Total kWH Sold 2,691,690,577

2022 New Connections 4,405

Total Connections in Service 137,918

Total Miles of Line 5,555 

MEMBER HIGHLIGHTS 
& SERVICE AREAS
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Combined Financial 
Strength of 

STEC’S
MEMBERS
STEC Plant in Service  $1,620,158,533 

Combined Distribution Utility Plant  $1,772,711,696 

Combined Distribution Margins & Equities  $1,082,168,451 

Combined Distribution Revenue  $1,005,286,646 

Total Retail kWH Sold  8,960,816,738 

2022 New Connections  8,818 

Total Connections in Service  331,145 

Total Miles of Distribution Line  37,659 

Total Miles of Transmission Circuit  2,211 

Total Stations/Delivery Points  205 

The combined financial strengths of South Texas 

Electric Cooperative and its member distribution 

cooperatives are adequate to serve the needs of 

South Texas. Together we have the determination 

and resources to face the challenges of the future.

RON HUGHES
General Manager
San Patricio Electric Cooperative, Inc.

Total Utility Plant $70,063,808

Total Margin & Equities $47,942,145

Total Revenue $32,713,189

Total kWH Sold 237,860,341

2022 New Connections 286

Total Connections in Service 14,636

Total Miles of Line 3,171

BLAINE WARZECHA
General Manager
Victoria Electric Cooperative, Inc.

Total Utility Plant  $146,431,412

Total Margin & Equities $87,891,575

Total Revenue $70,588,687

Total kWH Sold 620,885,565

2022 New Connections 511

Total Connections in Service 25,734

Total Miles of Line 3,099

GARY RAYBON
General Manager/CEO
Wharton County Electric Cooperative, Inc.

Total Utility Plant $74,115,473

Total Margin & Equities $46,798,666

Total Revenue $27,304,011

Total kWH Sold 240,898,561

2022 New Connections 101

Total Connections in Service 7,498

Total Miles of Line 1,331

SERVICE AREA BOUNDARIES
	Jackson Electric Cooperative, Inc.

	Karnes Electric Cooperative, Inc.
	Magic Valley Electric Cooperative, Inc.

	Medina Electric Cooperative, Inc.

	Nueces Electric Cooperative, Inc.

	San Bernard Electric Cooperative, Inc.

	San Patricio Electric Cooperative, Inc.

	Victoria Electric Cooperative, Inc.

	Wharton County Electric Cooperative, Inc.



STEC’s Risk Management 
Department is responsible 
for the identification and 
management of current and 
potential risks throughout 
the organization.

Risk analysis is conducted by means of risk 
assessments and internal audits.  The risk 
assessment process enables us to identify, 
prioritize, control, and monitor both existing 
and potential risks.  Risk assessments are 
performed jointly by the Corporate Risk Officer, 
General Manager, Division Managers, Department 
Managers, and other key employees.  Currently, risk 
assessments are conducted for each department 
within the organization.  In 2022, risk assessments 
were performed for various departments within the 
Power Delivery Division.  The departments included 
in those assessments were: Technical Services, 

Substation, Line Crew, Right of Way, Mechanics, 
and the Valley Office.  Mitigation plans were 
developed for controlling and managing the risks 
identified within each of the assessments.  The 
mitigation plans will be monitored and routinely 
reviewed with appropriate personnel.  

The internal audit function provides STEC’s Board 
of Directors and management with reasonable 
assurance regarding effectiveness and efficiency 
of existing operations, reliability of financial 
reporting, and compliance with applicable laws 
and regulations.

The ten risk categories STEC 
considers when completing 
assessments are as follows: 
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RISK  M
ANAGEM

ENT

  Safety
  Compliance
  Financial
  Internal Controls
   Information Technology

   Operations
   Strategic
   Personnel
   Environmental
  Operational Technology

From left to right: John Packard, Manager of Power Supply, Wendy Ohrt, Manager of Corporate & Member Services
Kelly Grones, Human Resources Manager, Clif Lange, General Manager, Jane Krause, Chief Financial Officer,
Michelle Gloor, Executive Assistant, Amy Pratka, Corporate Risk Officer, Cory Allen, Assistant General Manager, Manager of Power Delivery
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RECRUITMENT  
STEC hired 26 individuals across all departments 
in 2022.  As job openings arise, discussions take 
place with the hiring manager to determine the 
recruitment timeline, advertisement sources, 
minimum qualifications, and selection of the 
interview panel.  STEC had a sharp increase in 
the number of open positions in 2022, primarily 
due to retirements at the end of the year.  Over the 
course of the year, STEC shared in the excitement 
and celebrated the accomplishments of 15 retiring 
employees.  In addition to having the opportunity 
to honor these accomplishments, STEC was able to 
celebrate the continued growth and development 
of 12 employees who earned deserved promotions 
and transfers across the Cooperative.

BENEFITS & COMPENSATION
To aid in recruitment and retention, STEC evaluated 
the Cooperative’s wages & salaries in 2022 by 
utilizing a third-party to survey the fair market 
value for each position within the Cooperative’s 
salary plan to ensure that the positions are 
compensated fairly and consistently in comparison 
with like positions within similar job markets.    

TALENT MANAGEMENT & 
TRAINING DEVELOPMENT
In the aim of further developing the leadership 
capabilities within the Cooperative, Senior Staff 
completed “Servant Leadership” training in early 
2022.  In addition, Supervisor Training for personnel 
in STEC’s Lead, Foreman, and Supervisor roles 
was conducted in September in a course titled “9 
Things All Good Leaders Need to Know”.  Topics for 
both training sessions included communication, 
change management, stress management, 
conflict resolution, and team development.

WELLNESS
STEC’s Health and Wellness Program encourages the 
overall health and wellness of our employees and their 
families, and participation in it offers incentives 
towards employees’ Health Savings Account (HSA) 
funding.  STEC wrapped up the fourth year of the 
Program with high participation levels.  In 2022, the key 
priorities of the Wellness Program and HSA Incentive 
Plan included increasing overall participation, 
providing spouses of STEC employees easier access 
to the materials, and increasing the amount and 
variety of content and activities to the program.

Human Resources 
coordinates 
personnel-related 
activities for a staff 
of over 254 regular 
full-time employees. 
Key areas of 
responsibility include:

  Recruitment, Selection 
and Hiring

  Benefits and Compensation
  Policy Development 

Coordination  
  Labor Law Compliance   
  Payroll
  Talent Management
  Training Development
  Wellness Program

HUMAN
RESOURCES

YEAR IN REVIEW



CORPORATE &
 M

EM
BER SERVICES

SAFETY
Safety systems, such as policies 
and training, are key to a successful 
safety program.  These safety 
systems, when paired with an 
individual’s values, desire to do a 
good job, and sound decision-making, 
consistently results in positive safety 
outcomes.  STEC continues to improve 
its safety program by updating safety 
policies and providing numerous 
equipment and job-specific training 
opportunities throughout the year. 

There were 121 incidents reported 
and investigated during the year, 
a nearly 35% increase from 2021.  
Observing such an increase is 
a positive outcome as it is not 
indicative of an increasing number 
of safety events, but rather an 
increase in accountability and an 
evolving culture that chooses to 
report opportunities to learn.  STEC’s 
proactive safety culture continues to 
become more and more established 
and robust.  Additionally, lessons 
learned resulted in improvements 
to lockout/tagout procedures, 
authorized employee training, and 
an increased focus on switching, 
tagging, and clearance procedures. 

Compliance and field inspections 
resulted in over 900 observations.  
The inspections resulted in 
improvements to the safety and 
health of our employees and 
processes, but also recognized 
positive safe activities. 

In the area of Department of 
Transportation (DOT) Compliance, 
STEC continues to excel.  STEC 
increased awareness and reinforced 
best practices by inviting DOT 
Troopers from the Texas Department 
of Public Safety to the Pearsall 
office to educate STEC’s DOT drivers 
and management team on Level 2 
DOT inspections.  STEC developed 
and implemented the Entry Level 
Driver Training (ELDT) program for 
its CDL drivers, and this program 
is now being offered to STEC’s 
nine Member Cooperatives. 

The Safety Committee continues to 
be instrumental in STEC’s success 
by making recommendations and 
ensuring that items from the 
committee’s respective departments 
are brought to the table for 
consideration and further discussion.

MEMBER SERVICES 
COORDINATION
The Member Service Coordinator 
acts as the liaison between STEC’s 
nine Member Cooperatives and 
serves as a point of contact for 
interconnecting generators.  The 
Member Services Coordinator also 
facilitates dialogue with large load 
requests and coordinates training 
with the Member Cooperatives.  
In 2022, an increase in inquiries 
regarding the distribution of 
interconnected battery energy 
storage systems was seen across 
the STEC service territory.

EXCELLENCE IN 
RELIABILITY 
& COMPLIANCE
In the past year, the Compliance 
Department has been actively 
engaged in a variety of activities 
to ensure STEC’s adherence to all 
relevant rules and regulations 
pertaining to bulk electric system 
activities.  These activities include 
tools and processes such as: 
internal audits, issue management 
and tracking, policy development 
and implementation, policy 
review, and compliance training.  
Additionally, the compliance 
team regularly reviews internal 
programs, policies, and procedures 
to identify any areas of non-
compliance or potential concerns.

STEC collaborated with external 
organizations, such as Texas 
Reliability Entity (Texas RE), 
North American Electric Reliability 
Corporation (NERC), and Federal 
Energy Regulatory Commission 
(FERC), to ensure compliance 
with applicable standards.  STEC 
conducted periodic risk assessments 
to further understand levels of 
compliance and identify areas for 
improvement.  The assessments 
enabled STEC to prioritize efforts 
and focus compliance initiatives 
accordingly.  Those compliance 
efforts have been successful in 
ensuring that STEC is meeting all 
applicable regulations and standards.  
STEC recognizes the need for 
continuous improvement and will 
continue to refine the compliance 
program to meet future challenges.
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ENVIRONMENTAL 
COMPLIANCE & 
AWARENESS
STEC continued to take measures and 
practice best management strategies 
in 2022 to ensure compliance with 
Environmental Protection Agency 
(EPA), local, and state environmental 
rules and regulations. 

In 2022, an on-site Title V investigation 
was conducted at STEC’s Sam Rayburn 
Power Plant by the Texas Commission 
of Environmental Quality (TCEQ).  The 
auditors reviewed excess emissions 
records, maintenance of emergency 
engine records, and deviation reports 
while on-site.  The auditors also 
toured the facility and all applicable 
emission points.  In addition, The Sam 
Rayburn Power Plant’s Prevention of 
Significant Deterioration Permit renewal 
application was successfully renewed. 

INFORMATION 
TECHNOLOGY
During 2022, the Information Technology 
(IT) Department was committed to 
providing both strategic IT vision and 
enterprise solutions for STEC.  The 
IT Department provided high quality 
technology-based services for the 
fulfillment of STEC’s mission in an 
efficient and cost-effective manner.  

Cyber security is a constantly evolving 
threat.  The IT Department created 
policies and processes that follow 
the National Institute of Standards 
and Technology (NIST) cybersecurity 
framework to protect the corporate 
cyber infrastructure thereby expanding 
STEC’s existing cybersecurity measures 
to ensure the secure operation and 
support of all facets of STEC’s corporate, 
compliance, and microwave networks.  
The IT Department continued to 
strengthen the network and system 
security by incorporating “Defense 
in Depth” strategies which utilize 
layered defense mechanisms to protect 
valuable systems and information.  The 
IT Department leveraged tools and 
software to monitor all system activity 
and logs for any malicious activity.  These 
systems recognize malicious activities 
and thwart them based on defined 
signatures identified as possible cyber 
threat activities.  To complement the 
structural improvements, cyber security 
and threat awareness training continued 
to be provided to all employees regarding 
existing and emerging cyber threats.

The IT Department continued work 
with the Compliance Department to 
standardize the Standard Operating 
Procedures for all the NERC CIP Standards 

while fine-tuning the existing ticketing 
system to match.  The IT Department 
modified three of the standards to 
meet the version changes that went 
into effect on October 1, 2022.

The IT Department and the 
Communications Department collaborated 
in upgrading microwave and cellular-
based sites’ ethernet networks to 
incorporate virtual local area networks 
(vLAN).  These vLANs allow for the 
dividing of devices logically, enhancing 
cyber security, and minimizing broadcast 
packets, thus improving the performance 
and reliability of the network.

COMPETITIVE 
RETAIL SERVICES
STEC’s Competitive Retail Services 
Department serves as customer service 
and billing support for Nueces Electric 
Cooperative’s (NEC) retail division, 
NEC Co-op Energy.  The department was 
busy with a billing software conversion, 
training on the new software, identifying 
issues, and testing program fixes.    

In preparation for the full conversion 
of fifty thousand active accounts, NEC 
instituted a pilot program for a small 
number of accounts in August 2021.  This 
aided greatly in identifying and correcting 
issues before all accounts were moved 
into the customer information system.  
Beginning in January, NEC moved electric 
accounts into a new billing system with 
switch orders on their normal billing 
cycle.  The bulk of Investor Owned Utility 
accounts were moved by mid-February, 
while NEC Municipally Owned Utility 
(MOU) accounts moved over in March.  
During this time, Customer Service 
Representatives were busy training on 
the new customer information system and 
instructing NEC members simultaneously 
on the new online payment portal and 
the automated phone payment system.  

As 2022 drew to a close, NEC and the 
customer information system vendor 
completed the testing and integration 
of the Capital Credit program.  Capital 
Credits were successfully applied to active 
members’ bills in November and December.



MEMBER LOAD & MARKET ACTIVITIES
ERCOT market design reform 
continued to be a significant focus 
during 2022.  Specifically, the second 
phase of the market redesign process 
got fully underway with the Public 
Utility Commission of Texas (PUCT) 
engaging Energy+Environmental 
Economics (E3) in June to study 
several options for the market 
design.  The intent of the effort was 
to meet statutory requirements to 
ensure generation reliability during 
extreme weather and times of low 
non-dispatchable power production 
while incenting the buildout of more 
dispatchable capacity in ERCOT.  
Throughout the year, while the study 
process was ongoing, STEC continued 
to advocate for a reliability service 
with market participants, regulators, 
legislators, and other stakeholders 
that would meet the reliability, 
dispatchability, and cost allocation 
requirements of Texas’ Senate Bill 
3 (SB3) and Governor Abbott’s July 
6th, 2021 directive to the PUCT.  
With responsibility for both load and 
generation, STEC argued for market 
mechanisms that would ensure price 
signals to encourage investment in 
dispatchable generation and increase 
reliability without imposing an 
undue cost burden on consumers.

Against the backdrop of market 
reform, market operations continued 
into 2022 with several notable 
challenges.  Natural gas prices 
increased sharply over 2021 levels, 
showing the fourth largest year-
over-year increase.  In January and 
February, cold weather impacted 
production and led to higher than 
normal withdrawals from storage.  
Increased liquified natural gas (LNG) 
demand, especially in Europe in 
response to war, placed additional 
upward pressure on natural gas 
pricing.  Henry Hub pricing rose 
above the $9.00/mmBtu mark in the 
first week of June, but tumbled in 
the next several weeks due in large 
part to damage to the Freeport LNG 
facility and a subsequent 2.1 billion 
cubic feet (bcf) decline in LNG 
exports.  Strong weather demand in 
late summer pushed pricing upward 
again to a peak of $9.85/mmBtu.  
Higher production and reduced 
demand heading into the fall provided 
some temporary price relief before 
increased consumption in the early 
heating season drove prices back up.

In ERCOT, increases in both peak 
demand and energy consumption, 
paired with the increase in natural 
gas prices, combined to drive energy 

and ancillary service prices to much 
higher levels than were seen in 2021, 
excluding the impacts of Winter 
Storm Uri.  Energy consumption in 
ERCOT ran 9.48% above 2021 levels 
for the year, driven by the second 
hottest recorded June through August 
period for the state of Texas.  The 
hot weather pushed peak demand 
to record setting levels in late July 
when ERCOT realized 80,038 MW.  An 
additional 3,750 MW of wind capacity 
and 4,100 MW of solar capacity 
versus 2021 helped ERCOT manage 
the increased demand without 
entering into Energy Emergency 
Alert (EEA) status or load shed.

In late December, Winter Storm 
Elliott impacted much of the U.S., 
bringing freezing temperatures 
and single digit wind chill values to 
STEC’s service territory.  ERCOT set a 
record winter peak demand of 74,427 
MW on December 23rd, eclipsing the 
previous 69,871 MW record set during 
the February 2021 Winter Storm 
Uri.  Despite the extraordinarily 
cold weather, ERCOT maintained 
generation reserves above emergency 
levels throughout the event.  STEC’s 
Member load during the winter storm 
peaked at record levels on the morning 
of December 23rd at 2,018 MW.

POW
ER SUPPLY
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POWER SUPPLY 
PORTFOLIO 
ACTIVITIES
STEC began 2022 with 
another installment of 
the power supply portfolio 
planning process that 
started in 2020 and 
continued throughout 
2021.  The first workshop 
in January focused on 
exploring the STEC policies 
and programs that drive 
resource acquisition and 
how potential market 
redesign might influence 
STEC’s power supply 
portfolio.  A second portfolio 
strategic planning session 
was held in April 2022 
where STEC staff and the 
Board of Directors explored 
challenges in the current 
regulatory environment 
and steps in the resource 
acquisition and planning 
process.  In June, The 
STEC Board of Directors 
focused on modeling tools 
and methodologies that 
support the planning 
process as well as the Wholesale Power 
Contracts between STEC and its Member 
Cooperatives and how that contract 
addresses procurement of resources.  
The three sessions supported a broader 
strategic planning process in July, 
intended to identify key strategic 
priorities to be pursued over the next 3-5 
years. 

In addition to the long-term portfolio 
planning efforts, STEC pursued short 
term planning for its generation 
resources to ensure reliable operation 
during the peak seasons.  The near 
record summer heat combined with the 
winter storm in late December ensured 
that weatherization of generation 
resources remained a high priority.  
All three of STEC’s owned generation 
resources along with several of the 
resources providing purchased power 
received an inspection of weatherization 
measures by ERCOT in December 
of 2022.  STEC’s fleet continued to 
demonstrate a high level of preparedness 

for, and performance during, the extreme 
weather that affected its resources 
during 2022.

Energy production from STEC’s baseload 
purchased resources trended upward 
in 2022.  Production from the lignite-
fueled San Miguel PPA increased by 
10.3%.  Production from the Calpine 
PPA increased by approximately 5.8%, 
matching the increased energy demands 
in the Rio Grande Valley.  Generation 
from STEC’s portfolio of renewable 
resources increased as well.  STEC’s 
Penascal wind PPA was up 19.6% while 
energy generated from the Javelina II/
Albercas wind PPA was up 29.6% as STEC 
realized a full year of the additional 
wind capacity brought to the portfolio 
with the inclusion of resources formerly 
dedicated to SBEC.  Generation from 
the Lamesa solar PPA, Sky Global PPA, 
and Salt Fork wind PPA, all former SBEC 
resources, was similarly increased by a 
full year of operation in the portfolio by 
119.4%, 260.2%, and 96.8% respectively.  

Only STEC’s small distributed 3.8 MW 
PPA with South Texas Solar Power 
showed a reduction in generation, with 
output decreasing by 2.4%.  Hydro 
generation stabilized after a large 
decrease in 2021, with output up by 2.7%.  
Energy produced out of STEC’s owned 
peaking resources increased collectively 
about 29.6% over already robust 2021 
levels.  This reflected the impact of the 
hot dry summer and corresponding 
higher market prices versus 2021.  
Overall, energy procured through market 
purchases was down by approximately 
8.6% versus 2021 due to the higher 
energy prices and increased output 
from the STEC portfolio of owned and 
purchased resources.  STEC’s portfolio 
of owned and long-term purchased 
resources ended the year approximately 
16.2% over 2021 levels.  While 2023 will 
likely bring a new set of challenges, 
STEC’s diverse power supply portfolio 
stands ready to meet the energy and 
capacity needs of the STEC Members.

Sam Rayburn Power Plant (4.1%)

Red Gate Power Plant (4.3%)

Pearsall Power Plant (5.3%)
Sky Global One PPA (1.1%)
Block Peaking Purchases (3.1%)

Amistad/Falcon Hydro PPA (0.9%)
Salt Fork Wind PPA (1.5%)

PEAKING
RESOURCES

(17.9%)

OWNED
RESOURCES
(13.7%)

LONG-TERM
PURCHASES
(67.8%)

SHORT-TERM
MARKET PURCHASES
(18.5%)

NATURAL
GAS

(44.9%)

COAL
(22.1%)

MARKET
PURCHASES

(23.9%)

RENEWABLE
(9.1%)

STSP Solar PPA (0.1%)
Lamesa Solar PPA (0.1%)

Penascal Wind PPA (2.7%)
Javelina II Wind PPA (3.8%)

Block Baseload Purchases (2.3%)

San Miguel PPA (22.1%)

Calpine PPA (30.1%)

RENEWABLE
RESOURCES

(9.1%)

ECONOMIC
SPOT MARKET

PURCHASES 
18.5%)
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)

ENERGY BY RESOURCE & RESOURCE TYPE 2022
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The only constant in 2022 for the 
Power Delivery Division was change. 
Early in the year, construction began 
on the second circuit to the 111-mile 
Bakersfield to Big Hill 345 kV line.  
That was about the same time STEC 
became responsible for adding the 
second circuit to the 42-mile San 
Miguel to Fowlerton 345 kV line and 
for building the new 120-mile San 
Miguel to Cruce double circuit 345 
kV line, including the associated 
expansions of the Fowlerton and San 
Miguel 345 kV stations.  Large data 
center and bitcoin mining connection 
requests increased significantly.  The 
necessary studies were performed, 
and plans were made to provide 
service to those that committed. 

The number of transmission 
connected renewable energy 
interconnections in progress 
continued to grow with several solar 
and wind developers introducing 
plans to add battery storage before 
the original requests were fully 
studied.  Distribution voltage level 
battery energy storage connection 
requests increased as well.  The 
Members' efforts to provide 
coordinated evaluations for the 
Distributed Energy Storage Resource 
requests were highly appreciated, 
and the number of requests is 
expected to continue growing. 

Fallout from 2021’s Winter Storm Uri 
continued in 2022 as new regulations 
and requirements became effective 
and mandated the weatherization 
of transmission facilities.  The rule 
changes also supported a continued 

increase in load entities requesting 
to be considered as critical loads, 
which made it difficult for the 
Members and STEC to coordinate 
a good plan for firm load shed and 
restoration.  New SCADA-based 
tools and interface screens were 
developed, and two workstations 
were added in the System Operations 
theatre to help manage the changes 
and ensure compliance should 
another similar event occur.

In June, a Sale, Transfer, or Merger 
application was filed at the Public 
Utility Commission requesting the 
approval of the asset transfer from 
San Bernard Electric Cooperative, 
Inc. (SBEC).  The path forward 
to transition the operating and 
maintenance responsibilities from 
SBEC to STEC was established.  The 
transaction resulted in the addition 
of 16 delivery point substations 
and approximately 77 miles of 
transmission lines to STEC's totals.  
There are now a total of 222 stations, 
2,289 miles of transmission line, 
and 21 microwave tower locations.   

The transmission crews focused 
on maintenance and completed 
pole top rehabilitation of 22 miles 
of 69 kV line, the Sam Rayburn to 
Highlands and Driscoll to Ricardo 
sections.  146 wood poles ranging 
from 55 feet to 90 feet were installed 
to replace those condemned during 
inspections and those that failed 
during storms.  The crews also 
installed anti-perch devices on four 
miles of the George West to Kitty 
West 69 kV line and four miles of the 

POW
ER D
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MEMBER ENERGY SALES (GWh)
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Port Lavaca to Port O’Connor 69 kV line.  
The right-of-way crews mowed just over 
300 miles of transmission line right-of-
way and performed vegetation clearance 
and inspection on another 526 miles.

The Substation Department, Donna 
Office, Engineering Department, and 
Technical Services coordinated with the 
Members and with System Operations to 
install, test, and commission the many 
station improvements completed in 2022, 
including the completion of the second 675 
MVA autotransformer at San Miguel and the 
300 MVA autotransformer at Pawnee.  The 
departments coordinated to complete the 
autotransformer and associated switches 
and gas circuit breakers at Red Gate in the 
first step to convert the existing Faysville, 
McCook I, and McCook II 69 kV line from 
69 kV to 138 kV to eventually connect 
the Red Gate Power Plant to the North 
Edinburg bus.  A new switching station 
was completed next to the ETP station to 
connect a solar facility, and the expansion 
of the East Rio Hondo 138 kV switching 
facilities was completed to connect a wind 
generator.  The departments coordinated 
to put in service STEC's first 34.5 kV 
service.  The temporary transformer 
and distribution feeder breaker were 
energized in the Southmost substation.

The focus on security continued in 2022 
with the departments coordinating the 
installation of video monitoring and the 
associated lighting improvements at the 
Oaks, McCoy, Sioux, Escobares, Sodville, 
and D'Hanis substations.  Technical 
Services also upgraded microwave radios 
and antennas in six important backbone 
communications paths between San Ramon 
and Pearsall to increase the reliability of 
data flow from Red Gate, the Donna office, 
and Magic Valley to the headquarters and 
System Operations.  The mobile UHF radio 
consoles at System Operations and the 
Backup Control Center were upgraded, and 
several cellular frequency-based radios 
were installed to replace older broadcast 
radio systems and provide boosts in 
communications path performances. 

Three major transmission line projects 
were completed and included the 
approximately 11-mile rebuild of 138 kV 
line between Lasara, East Raymondville, 
and AEP's Raymondville substation.  
Additionally, the 15-mile Vanderbilt to 
Olivia Switch 69 kV line was rebuilt to 
increase capacity from 45 MVA to over 
100 MVA.  Finally, the approximately 
6-mile 138 kV line from Red Gate to 
Faysville substation was completed.  

MEMBER ENERGY SALES (MILLION $)
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ACCOUNTING &
 FINANCE 

During 2022, STEC worked with San Bernard Electric 
Cooperative, Inc. (SBEC), legal counsel, and National 
Rural Utilities Cooperative Finance Corporation 
(NRUCFC) to prepare the needed documentation to 
transfer the assets and assume the corresponding loans 
from SBEC.  The process was completed in February 2023.  

During 2022, STEC received $9,773,193 from ERCOT for 
the short payments that resulted from the 2021 Winter 
Storm Uri.  In 2022, the final allocation to market 
participants was determined and STEC will receive 
an additional $3,165,575 over the next twelve years.

In April 2022, STEC participated in the Fitch Rating 
Agency update process.  The result was an affirmation 
of the A+ rating with a Stable Outlook.  In October 2022, 
STEC provided an update to S&P Global Ratings and as 
a result maintained an A rating with a Stable outlook.  

As of December 31, 2022, there was $170 million 
outstanding on the $390 million revolving line of 
credit with the NRUCFC bank group.  There were no 
outstanding draws from the $25 million line of credit 
with CoBank.  Principal payments on long-term debt 
during 2022 totaled $10,846,487 to NRUCFC, $4,166,667 
to CoBank, and $24,421,570 to bond holders.

Sales to Member Cooperatives totaled 9,419,757 
megawatt-hours in 2022, up from 8,199,584 megawatt-
hours in 2021, an increase of 1,220,173 megawatt-hours 
or 14.9%.  The average price paid by Members in 2022 
was 77.58 mills compared to 66.43 mills per kilowatt-
hour (kWh) in 2021, for an increase in per kWh cost of 
16.8%.  Total billed Member revenues for 2022 were 
$721,187,588, a 33.0% increase from 2021 revenues.  
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Net deferred credits added to levelize Member 
rates for 2022 totaled $3,074,333 compared 
to the addition of $3,778,695 for 2021.  As of 
December 31, 2022, the deferred credits included 
$3,165,575, which will be available to the members 
as ERCOT short payments are received. 

 South Texas Electric Cooperative recorded capital 
credits from San Miguel Electric Cooperative, Inc. 
of $2,338,144 in 2022 and $460,000 in 2021.

Net margins for South Texas Electric Cooperative, 
Inc., and Subsidiary for 2022 were $31,356,128 
compared to $18,284,601 in 2021.  As in previous 
years, for 2022, the Board of Directors acted to reduce 
generation rates for the final quarter consistent with 
the Cooperative’s Financial Management Policy. 

Total assets increased from $1,459,104,395 in 
2021 to $1,574,198,009 in 2022 for a 7.9% increase.  
Total Equity to Assets Ratio in 2022 was 28.15% 
compared to 28.22% in 2021.  Total electric 
plant increased to $1,254,506,999 in 2022 from 
$1,198,017,007 in 2021.  Plant and work in progress 
increased by $98,175,205, and accumulated 
depreciation increased by $41,685,213.

Interest income for 2022 totaled $1,611,422, 
which was an increase of $540,105 from 2021.  
STEC’s cash and cash equivalents as of December 
31, 2022, totaled $92,016,663, compared 
to $48,392,697 for December 31, 2021.
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ELECTRIC PLANT IN SERVICE (MILLION $)

TOTAL REVENUE ALLOCATED
	Total Margins
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Our mission is to provide the infrastructure and services to deliver 
reliable and economical electric power to a diversified membership.

South Texas Electric Cooperative gladly 
gives back to the communities we serve.

COM
M

UNITY SERVICE &
 COOPERATIVE SUPPORT
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