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PROVIDING COST EFFECTIVE
ELECTRIC SERVICE
NEC’S MISSION
“Owned by Those We Serve”
We are dedicated to
enhancing our members’
quality of life by:


Providing safe, reliable,
cost effective electric
service;



Creative application of
member service,
technology and
products;



Strengthening the
economy throughout our
service area.

Controlling the cost of electricity
Navopache Electric Cooperative (NEC) is dedicated to maintaining a stable, reliable
and competitively priced power resource to meet the growth requirements for the
communities we serve. NEC works diligently to negotiate the best possible
wholesale power costs available. In September 2015 we negotiated a settlement at
the Federal Energy Regulatory Commission (FERC) to resolve our power supply
cost concerns and disagreement with our power supplier Public Service Company
of New Mexico (PNM) and were awarded ability to seek an alternate power supplier.
We finalized all the settlement documents in October 2015 and filed our settlement
with FERC on October 29, 2015. Our settlement with PNM provided NEC members
with a reduced wholesale power supply cost that began on January 1, 2016. This
savings is being passed on to you, our members, through the Power Cost
Adjustment (PCA) line item on your bill, reducing monthly electric bills to the lowest
cost in four years for our Arizona members.

PNM reports Q1 earnings of $14 million…PNM benefitted from … higher
rates due to a FERC settlement with Navopache Electric…
Albuquerque Journal, Updated: Monday, May 6th, 2013 at 9:20am, http://www.abqjournal.com/196314/pnm-reportsq1-earnings-of-14-million.html

“In December 2010,
NEC’s wholesale power
cost from PNM was
$0.04801 / kWh, it
increased to $0.05707 /
kWh in December 2011
and has risen to its level
today of $0.08005 / kWh.”
Letter to our members – May 2, 2013

Update: Wholesale power cost
average for 2016 is $0.05874/
kWh

Figure 1 NEC member costs utilizing the 2014 national average of 911 kWh usage for a residential
property per EIA-826 Monthly Electric Utility Sales and Revenue Report with State Distributions
(http://www.eia.gov/electricity/data.cfm#sales) at our year to date average PCA.
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Securing the cost of electricity for our future
ABOUT NEC
NEC is a not-for-profit
energy provider owned
by the members we
serve. We are
democratically
controlled by our
members. We embrace
democracy through our
Board of Directors
elections, in which NEC
members elect other
members to serve as
directors. Director
candidates are
nominated by members
through a petition
process to ensure that
your voice is heard.

Simultaneous to negotiating a settlement with PNM, NEC procured an alternative
wholesale power supplier and conducted separate negotiations for a new Power
Supply Agreement. We are proud to provide our members with a negotiated long term
Power Supply Agreement with Tucson Electric Power (TEP). We will terminate our
Power Supply Agreement with PNM effective on December 31, 2016. On January 1,
2017 our new Power Supply Agreement will begin and reduce NEC’s overall
wholesale power cost by approximately $4,000,000 to $5,000,000 per year. This
reduction in wholesale power cost will mean our members are going to save
approximately $4,000,000 to $5,000,000 per year, which will greatly benefit all the
communities NEC serves.
The PCA is a regulatory Commission-approved billing mechanism, allowing NEC to
balance the tariff-approved base rate to the actual cost of wholesale power. The
graphic below illustrates the annual amount of wholesale power costs in excess of the
base rate. This difference is passed on to our members as the Power Cost Adjustment
line item on their monthly NEC billing statements.

Tucson Electric Power to supply power to Navopache Electric Cooperative…TEP will
commence delivery on Jan. 1, 2017, providing enough power to meet the cooperative’s basic
energy needs. As per the contract, TEP will also offer auxiliary reserves to ensure reliability and
continuity of service.
Arizona Business Daily, Monday, Dec 7, 2015 @ 4:30pm, http://azbusinessdaily.com/stories/510651629-tucson-electric-power-to-supply-power-tonavopache-electric-cooperative

Seeing the savings on your bill
The fluctuation in the PCA is caused by changes in the
cost of fuel for generation.
Presently 6.616 cents
($0.06616) per kWh is the base rate for the cost of
wholesale power. When the cost of power is greater than
the amount of the base rate, the PCA is a charge. When
the cost is less, the PCA is a credit.
Figure 2 Savings of $24.60 on May 2016 billing statement compared to
May 2015 billing statement for a member using the national average of
911 kWh.
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NEC’s history of controlling the cost of electricity

The Co-Op
difference

Electricity is an indispensable necessity and essential to modern life. We expect it
to be there when we need it to power the machines and systems that drive virtually
everything we do. We expect that to happen reliably, every time. Since our inception
in 1946, NEC has strived to control the cost of power and has continually respected
the economic challenges that our communities face. By implementing periodic
Monthly Service Charge adjustments throughout the years, NEC has kept our
members’ rates lower than they would have been with the annual Cost of Living
adjustment (COLA).

NEC was formed to bring
electricity to our rural
community in 1946 since our
community was too rural for
investor owned utilities (IOU)
to serve. This still holds true
today.
Today, when people talk about
the cost of electricity, they try
to compare NEC’s rates to
IOU rates. The difference
boils down to the economies
of scale. An IOU can have
several houses connected to
one transformer because the
houses are close together.
For NEC, in most cases, there
is one transformer to one
house. Let’s say that a
transformer goes bad and it
costs $2,000 to buy and
replace that transformer; an
IOU that has five houses
connected to that transformer
can spread that $2,000 cost
over the five households to
recover the cost. In the same
situation for a co-op, the co-op
only has one household to
recoup that same $2,000. For
many of our members, if there
were five houses to one
transformer they would start to
think about moving because
the neighbors are just too
close.

Figure 3 COLA adjustment applied to NEC's Monthly Service Charge since 2002.

COST OF LIVING ADJUSTMENT
“Legislation enacted in 1973 provides for cost-of-living adjustments, or
COLAs. With COLAs, Social Security and Supplemental Security
Income (SSI) benefits keep pace with inflation. “
https://www.ssa.gov/

Covering operating expenses
NEC strives to maintain the lowest rates possible. Over the years, we have
refinanced our debt to take advantage of lower interest rates, made major strides in
purchasing efficiency, modernized our electric grid, converted to a four day, ten hour
work week to reduce travel expenses, and reduced our employee count as
technology advances and
employees reach retirement
age.
These efforts have
reduced costs. Despite all
these
cost-savings
measures, costs continue to
increase and kWh sales
decrease.
To
cover
operating expenses, NEC
has
requested
a
rate
adjustment from the Arizona
Corporation
Commission Figure 4 Upon approval of our pending rate case with the ACC,
our members with a monthly usage of 911 kWh will see a monthly
(ACC). We anticipate that savings of $16.61 compared to 2015.
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these changes will become effective sometime in early 2017.

Determining the need for the rate
adjustment
NEC rates are developed through a cost of service and rate
study by an independent third party. NEC uses an
independent consulting firm to analyze the financial needs
and requirements of NEC and balance them against the
impact to members. They must ensure that the results of this
study are defensible, financially sound, and nondiscriminatory, and are based on the cost of providing
service to each type of rate class.
The process they use is:
 Define how much revenue NEC will need in coming
years to cover operating costs. Does NEC need a rate increase and, if so, how much?
 Define revenue requirements for different rate classifications as determined by their service point (ex. residential,
irrigation, commercial)
 Review, validate, and update the rate design.
 Continue to monitor and analyze the rate structure.
NEC provides the consultant the data they need to answer those questions and then they develop a rate proposal for us.

Contributing factors
The methods NEC uses to determine rates haven’t changed much in the past 70 years, yet there
have been tremendous changes in the electric utility industry. We need to make sure that the
method by which rates are designed is keeping pace with those changes.
So what has changed? Historically electric utilities have
recovered most of their fixed costs in kWh rates for the
energy used. As energy sales have decreased year
over year due to the efficiencies of appliances and
distributed generation (solar, wind, etc.), the industry is
being transformed into more of a delivery business
model with less emphasis on energy sales. NEC
continues to maintain and improve our distribution
infrastructure to provide safe, reliable, cost effective
electric service, yet is unable to capture the operating
expenses as a result of declining electricity sales.

Figure 5 US Annual Average kWh usage per EIA-826 Monthly Electric Utility
Sales
and
Revenue
Report
with
State
Distributions
http://www.eia.gov/electricity/data.cfm#sales

Our plan
The results of our most recent cost of service study show the average cost for NEC to provide power to a residential service
is $31.13 a month plus $11.50 in transmission costs. This totals to $42.63 a month in expenses to deliver power to homes
in our service area, before any energy is even used.
With the need to conserve our natural resources and maximize the benefits of renewable energy, NEC is encouraging state
regulators to permit our fixed operating expenses to be collected through our Monthly Service Fee in lieu of through kWh
sales. Recovering our fixed costs through the Monthly Service Fee is something NEC understands cannot be changed
overnight. We know it will be an easier adjustment and more reasonable for our members if we phased it in over a number
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of years. NEC began this process in April 2015 when we adjusted our Residential Monthly Service Charge of $19.50 to
$22.17, up $2.67 a month, and made no changes for the cost per kWh established in August 2012. For 2017, we are
proposing our Residential Monthly Service Charge to go from $22.17 to $24.84, up $2.67 a month, for our residential
members while maintaining our 2012 cost per kWh. Our promise to you is that we will continue to operate in a fiscally
responsible manner and from a financially strong position through regularly performed cost of service studies from an
outside party and ensure that we are communicating openly and honestly with those we serve.

NEC is here to help you control
your monthly electric expenses
NEC believes that electric service doesn't end at turning on the
lights. To us, that's just the beginning, which is why we offer many
comprehensive services that go beyond the meter, all designed to
help our members manage their monthly electricity costs. Through
creative application of member service, technology and products,
NEC provides those we serve with programs to meet their needs.

Rate Evaluation:
NEC values the cost effective measures our members incorporate, therefore we
provide our members with a dynamic rate structure that is designed for the low-energy
consumer, the winter-peaking consumer and the year round energy consumer with
average monthly electric bills of $150.00 or more. Request a consultation with one of
our Member Quality Assurance Representatives by calling (928) 368-5118 ext. 191 to
evaluate your historical usage and discuss your electric usage patterns.

Levelized Billing:
Managing your electric bill is easier when you know how much you'll pay each month.
NEC’s Levelized Billing payment plan balances the seasonal highs and lows of your
energy bill for a more consistent monthly payment. Levelized Billing divides your
estimated annual charges into equal monthly payments, allowing you to better
manage your finances.

Renewable Energy Up-front Incentives:
NEC strives to preserve the balance between serving our member needs and
protecting natural resources. NEC has a long-term view of sustainability initiatives
as demonstrated by its programs and services, including using renewable
technologies to produce cleaner power, implementing changes to improve
operations, and assisting our Members in increasing their energy efficiency. To
assist our Members with the cost of adding renewable energy systems to their homes
and businesses, NEC developed its Arizona Corporation Commission (ACC)
approved Renewable Energy Incentive Program (REIP). The program provides
monetary support for a variety of renewable energy technologies such as photovoltaic systems and solar water heating.
Incentives are payable to our member upon an approved inspection by an NEC technician.
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Electric Thermal Storage (ETS) Heaters:
Electric Thermal Storage (ETS) is a clean, safe, comfortable, reliable and economical
method of heating. This heating choice is growing in popularity in the White Mountains
year after year. It is 100% efficient and provides warm, cozy heat without drafts or loud
fans. ETS heaters are economical because they store heat in high-density ceramic
bricks during the off peak hours. These bricks are capable of storing vast amounts of
heat for extended periods of time. Off peak hours are those times during the day or night
when NEC supplies you with electricity at a reduced rate.

SmartHub:
SmartHub is an account management tool that enables you to manage all aspects of
your NEC account. In addition to paying your bill, you can view your power usage data,
report an outage, and set up customizable alerts to stay in the loop with power restoration
updates and bill notifications. SmartHub can be accessed on the homepage of NEC's
website by clicking on the “Manage My Account” link. To access your information on
your mobile device, visit the Apple Store® or in the Android® Market, search for SmartHub
(not case sensitive but must be all one word). If duplicates appear, the correct App is
provided by our partner, National Information Solutions Cooperative.

NEC’s Co-Op Connections Program:
Discover the value of co-op membership! With your NEC Co-op Connections card, you
receive discounts on products and services from participating local and national
businesses. Each co-op member receives the Co-op Connections card free. There’s no
sign-up. No annual fees. You get your Co-op Connections card simply because you’re
a member. Stop by any of our conveniently located offices and pick up your Co-Op
Connections® Card today!

Navopache Electric Cooperative, Inc.
1878 West White Mountain Blvd Lakeside, AZ 85929
Direct: 928-368-5118 Toll Free: 800-543-6324
Email: membercare@navopache.org
Online: www.navopache.org
Open Monday - Thursday 7:00 a.m. - 6:00 p.m.
(With the exception of holidays)

Overgaard
2244 Highway 260
928-535-4307 phone
928-535-6326 fax

St. Johns
65 North 2nd West
928-337-4414 phone
928-337-4519 fax

Springerville
308 Mohave
928-333-4631 phone
928-333-2676 fax

Reserve New Mexico
The Lane Road
575-533-6328 phone
575-533-6329 fax

Open Monday - Thursday 7:00 a.m.- 12:00 p.m. and 1:00 p.m. - 5:30 p.m.

Whiteriver
100 East Walnut
928-338-4511 phone
Open Monday - Thursday

NEC's Free Pay by Phone
Solution

1-877-760-7428

7:00 a.m. - 12:00 p.m. and 1:00 p.m. - 5:00 p.m.
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