Increasing wholesale power costs, like power purchased from federal hydro projects, is the main reason your electric rates

are increasing.

Electric rates to go up an average of 9 percent

lectric rates from North Central

Electric Cooperative will increase

an average of 9 percent with the
July electric billing.

Wholesale power costs to the co-
operative are increasing, and this
increase in the cost of power requires
electric rates be increased to cover
the increased costs.

The format of the rate increase will
be an increase in the monthly facility
(base) charge members pay. For resi-
dential consumers, the monthly facility
charge will increase from $8 a month to
$26 a month.

At the same time, the actual ener-
gy rate will be reduced. Residential
users now pay 8.4 cents a kilowatt-
hour for the first 1,100 kilowatt-hours
used each month, and 7.1 cents for
any kilowatt-hours in excess of 1,100.
This first step will now be eliminated,
and all energy will be priced at 7.1
cents a kilowatt-hour, effectively low-
ering the energy rate.

“We felt increasing the monthly facil-
ity charge was the fairest way to handle
the rate increase,” says Wayne Martian,
general manager of the cooperative.

The cooperative has fixed costs
(lines, poles, transformers, meters,
operating and administrative costs,
etc) and variable costs (cost of power
and taxes). Generally speaking, fixed
costs are recovered from a monthly
base charge, so all cooperative mem-
bers can equally share in the cost of the
cooperative’s infrastructure. Variable
costs are normally recovered through
the actual electric rate, so someone
using more power than someone else
pays more for the power used.

“Through the past 25 years or so,
we were able to keep electric rates
stable: however, our fixed costs
continued to increase,” Martian tells.
The result was the monthly facility
charge was not priced to recover the
cooperative’s fixed costs.

“During this time, our power costs

C2—NORTH CENTRAL ELECTRIC NEWS < MARCH 2010

actually decreased, but at the same
time, our fixed costs were increasing,”
Martian says. So even though electric
rates remained stable, the gap between
what was being recovered for fixed
costs and variable costs grew. The
result was a monthly facility charge that
greatly lagged behind what should be
charged to recover fixed costs.

The adjustment of the monthly
facility charge will make the rate struc-
ture more equitable for everyone in
the cooperative.

“In the past, small users of electric-
ity were essentially being subsidized
by other ratepayers,” Martian
explains. The cooperative has the
same fixed costs in serving an
account (poles, wires, transformers,
meters) that is using little or no elec-
tricity as it does an account using a
typical amount of energy. In this case,
the minimal use account is not pay-
ing an equitable share of fixed costs.

“We looked at just increasing energy



