


fluctuate depending on the water levels
available to the hydro system and the
demand; i.e., prices go up in winter and
usually down in summer. The goal is to
use that difference in price to fund and
promote our own conservation program.

Does the co-op currently have a
conservation program?

The conservation program OCEC is
now involved with is dictated by the
Bonneville Power Administration (BPA)
and is mainly geared for utilities with
large commercial users, which we do not
have.

By being independent of that program
and not relying on kilowatt-hour sales
to finance operations and maintenance,
we can begin to move forward helping
our members use their electricity more
efficiently.

Helping with insulation cost, window
replacement cost and buying appliances
are the types of programs that would
have more impact here.

Energy Glossary

» Demand: The level at which electricity or natural gas is delivered to users at a
given point in time. Electric demand is expressed in kilowatts.
» Kilowatt (kW): 1,000 watts. A unit of measure of the amount of electricity needed

to operate given equipment.

» Kilowatt-hour (kWh): The most commonly-used unit of measure telling the
amount of electricity consumed over time. It means 1 kilowatt of electricity

supplied for one hour.

PNGC Power

PNGC Power is a cooperatively owned power service business providing power
supply and other management services to 16 cooperative member-owner utilities
serving customers in seven Western states, including Okanogan County Electric

Cooperative.

Bonneville Power Administration

The Bonneville Power Administration (BPA) is a federal agency that markets
wholesale electricity and transmission to public and private utilities, and some large
industries, in the Pacific Northwest. BPA sets its rates as low as possible consistent
with sound business principles and the full recovery of all of its costs, including
timely repayment of the federal investment in the system.

So, why is the co-op more interested
in conservation now than it has
been in the past?

Because of the changes in how we will be
purchasing power. All of our future load
growth energy will be purchased at a
much higher cost than what we now pay,
which creates a stronger motivation to
encourage conservation. Because of that,
our rate structure needed to change so
we could remain solvent and still encour-
age a reduction in kilowatt-hour sales for
each consumer.

How is the way the co-op purchases
power changing?

For eight years, the co-op has purchased
power from BPA through what is called
a “slice” program, but in 2011 that for-
mat will change. After 2011, we will be
allowed to purchase only a set amount of
power from BPA based on our past use.
BPA calls this Tier 1 power. Any power
we need above that amount will have to
be purchased on the open market for a

higher price than Tier 1 power.

It is in all of our best interest to use
the Tier 1 power as efficiently as possible
because power that we need to purchase
due to growth and inefficiency is more
expensive.

The demand fee is very confusing.
What is it and why was it part of this
rate change?

OCEC always has paid a demand fee

to BPA. The revenues for it have been
blended into the kilowatt-hour charges.
The new rate structure bills each cus-
tomer for their actual demand and does
not ask other customers to cover that
expense in the kilowatt-hour charge as in
the past.

Now that we have the technology to
read and bill for individual demand, we
can fairly ask each consumer to pay for
their “demand” or pull on the electric
system.

Continues on page 8
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Rate Structure

Continues from page 4

Demand is billed by the kilowatt,
which is different than kilowatt hours. A
kilowatt (kW) is the voltage multiplied by
the amperage of an electronic device. For
instance, the typical household hot water
heater has a demand of about 4.5 kW.

The new meters we have are able to
read the demand on the system in 15
minute intervals. A meter will record the
highest 15 minute demand per month.
That is the amount the customer will be
billed for. The rate per kW is $2.70 with
a 5 kW minimum. That means everyone
will pay at least $13.50 for their “request”
or demand on the grid system.

The transmission and distribution
system has to be built and maintained to
handle the maximum demand by con-
sumers. One can imagine the load placed
on all of the lines in the winter here,
especially during the holidays.

OCEC needs to rebuild lines to han-
dle current and future demand loads.
Rebuilding old lines also increases the
efficiency of the system as newer, larger
gauge wire reduces the amount of line
loss.

We pay for the electricity delivered to
the substations by BPA and any electric-
ity lost due to resistance is a loss to us. At
this time, 4 to 5 million kilowatt hours of
electricity is wasted due to line loss. By
upgrading the system, we can reduce that
loss. The fee you will pay for demand is
proportional to the demand your house
or business places on the system at large.

How can a person manage the
demand created by his or her
service?

You can look at your meter and see what
the demand reached at your house is
thus far. The meter reads the maximum
amount and stays at that amount unless
it is exceeded. The demand reading is
reset after each billing cycle, which is
the first few days of the month. That is
a good time to see what your “basic” or
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essential demand is. Then you can check
the meter as you add demands to the
system.

Spreading out when you create
demand is one way to keep the number
low. We have some tools at the co-op
customers are welcome to check out that
help them determine how many kilowatts
certain 120 volt appliances are using. We
also can let you know what your demand
has been in the past.

The rate structure is a lot different
than other rural utilities; why is
that?

As we researched other utilities to see
how they are handling rate changes, we
were unable to find any in the western
United States that have the same demo-
graphics as OCEC.

What makes us so unique is the lack of
large commercial accounts and the num-
ber of seasonal accounts. Our customer
base is 40 percent seasonal, and we have
only a few large and small commercial
accounts. Other utilities use the revenues
from their large commercial users to off-
set the residential accounts.

We also are one of the few utilities
that have a two-way automatic com-
munication system so we can read the
meters from the office. This has saved on
fuel and labor cost, and allowed us to do
extensive analysis of the system, such as
outage tracking, line loss and engineer-
ing. We have about 1,215 square miles of
service territory and 7.7 meters per linear
mile. In other words, we have a large ser-
vice area with a low-density population
relative to many other utilities.

Unlike Okanogan Public Utility
District, we are not able to purchase
power directly from local hydroelectric
dams, so our energy costs are higher
than the nearby utility company.

We are fortunate to be a part of PNGC
Power, which is a generation and trans-
mission co-op made of rural electric co-
ops that gives us more purchasing power
than if we were on our own. Sixteen utili-
ties in Oregon, Washington, Idaho, and

Montana use their collective bargaining
power to negotiate electric rates and pool
resources for building new generation
systems.

We are a community-oriented co-op
and go to great lengths to try to balance
the fiscal needs of the co-op with the
uniqueness of our customer base.

The rate increases we are seeing
include a 15-percent retroactive bill that
was due September 30 and a 12.3-percent
increase that began October 1, which has
made us look long and hard at how we
do business.

The new rate structure reflects the
type of bills we receive from our suppli-
ers and gives each consumer the chance
to become more aware of the changing
energy industry.

What is the co-op doing to manage
its internal operations and
maintenance costs?
There is no cost-of-living increases bud-
geted for the next year, nor are there any
salary increases. All of the employees
have agreed to participate in a high-
deductible insurance plan which saves
about 14 percent on our insurance pre-
miums. We are instituting a 10-hour,
four-day work week during the construc-
tion season for 2010.

The energy world is changing rapidly
and our rate structure change is simi-
lar to what you will see more of in the
future. Blending renewables into the grid
system, paying for fish mitigation and
addressing limited resources are all issues
we face and must plan for. m




