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The future of lighting 
coming to a mail box 
near you!
By Carline Mitchell

Guest Column

SOME of you have already received a 
small box from Somerset Rural Electric 
Cooperative delivered to your mailbox; 
others will be receiving it soon. Inside, 
there are four free, Energy Star-certi-
fied, 60-watt equivalent, light-emitting 
diode (LED) lightbulbs. That’s right — 
the bulbs are free, compliments of your 
cooperative.

You might say, if it’s too good to be 
true, it probably is. No, you are not go-
ing to pay for these bulbs in some line 
item on your bill. These LED bulbs are 
part of an electric cooperative energy 
efficiency program underway across 
Pennsylvania and New Jersey.

Lighting technology has advanced 
so rapidly that the installation of each 
of these LED bulbs is expected to save 
you $6.22 per year or more than $140 
in electricity costs over the life of the 
bulb (estimated to be about 23 years 
at average use). That’s because an LED 
bulb improves lighting efficiency by 80 
percent over traditional incandescent 
bulbs.

The benefits are obvious to the end 
user, but you may wonder what benefit 
Somerset REC gains from giving away 
lightbulbs to our members. The an-
swer is simple: by stabilizing the vola-
tile portion of the power we purchase, 
we provide our members a more stable 
generation cost. 

Somerset REC purchases electricity 
from Allegheny Electric Cooperative, 
Inc. (Allegheny), a Harrisburg-based 
cooperative owned by the 14 distri-
bution cooperatives in Pennsylvania 
and New Jersey. Allegheny owns a 
hydroelectric plant and 10 percent of a 
nuclear power plant, and together with 
some long-term hydropower contracts, 
these sources provide about two-thirds 
of the power needed for the coopera-
tives. The remainder is purchased on 
the open market. 

If everyone chooses their most-used 
incandescent bulbs and replaces them 
immediately with the new LED bulbs, 
it will reduce the amount of power Al-
legheny must purchase from the open 
market. The net effect will stabilize 
the volatile portion of the power we 
purchase.  

You will begin saving money the 
minute you install your new LED 
bulbs, and what could be better than 
installing free bulbs that shine bright-
er, last longer, and are less expensive 
to use than your current incandescent 
bulbs and help control the generation 
portion of your electric bill?

If you haven’t already received your 
gift of light from the cooperative, 
watch your mailbox and remember, 
your savings will begin the day you 
install your new LED lightbulbs. l
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ANNUAL REPORT 
Wayne E. Sechler & Ruston Ogburn
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YOUR COOPERATIVE’S focus on reliability over the past 
year changed the pace of our right-of-way and mainte-
nance work. This work provides immediate benefits to our 
members, and those effects will last for years.

Last year, we provided an overview of our plans to 
ensure our crews will be able to focus on the routine 
maintenance and system improvements that will steadily 
increase the reliability of our system. We designed these 
plans because we recognized that spending time perform-
ing only the most urgent work, such as restoring system 
outages, not only means our members are experiencing 
more outages, but also reduces the amount of time we 
spend on other beneficial work. Simply put, operating on 
a cycle of chasing emergency work most of the time would 
reflect a poorly run cooperative and we do not want to fall 
into that category.

Fortunately, our plans have worked out well over the 
past year to ensure that will not happen. Most signifi-
cantly, we hit our goal of working on at least 300 miles of 
right-of-way clearing. With roughly 1,700 miles of lines to 
maintain, working on approximately 300 miles per year 
puts us on a cycle to reach each part of the system about 
every six years.

We achieved this goal by increasing the number of 
tree-trimming crews and utilizing more efficient equip-
ment to reach our rights of way. We believe our members 
already benefit from this work and we appreciate all of the 
members who accommodated our crews as they worked 
on their property.

At last year’s annual meeting, we predicted a rate 
increase would likely be needed in 2018. The coopera-
tive staff spent a large part of the past year reviewing our 
financial projections with careful consideration of our in-
creased maintenance schedules. Based on our findings, we 
worked with an outside consultant to perform a cost-of-
service study. The study results showed how the coopera-
tive incurs costs for each aspect of our operation.  

The cost-of-service study showed the most significant 
gap between our current rates and actual costs to be with 

our basic service fee. The costs for poles, wires, transform-
ers, clearing the rights of way, etc. totaled over $28 per me-
ter. Comparing that with our monthly rate of $15 showed 
we needed to close the gap to better align our actual costs 
with our revenue.

The board reviewed the cooperative’s financial projec-
tions, the cost-of-service study findings and considered 
multiple alternatives for an updated rate structure. The 
board decided an increase in the basic service fee provided 
the best alternative to move us closer to balancing our 
costs with our rates. The new rate raises the monthly basic 
service fee to $20.50 for residential accounts and applies 
to bills calculated after May 1.

Even after this rate increase, a comparison of our rates 
with our neighboring utilities shows our rates to be sig-
nificantly lower, and they remain among the lowest across 
the state. This reflects the ability of our employees to con-
tinually find ways to increase value for our members.

Sometimes finding value for our members includes 
looking at areas that can benefit our members’ lives 
that fall outside of electric services. One example is our 
research into ways to facilitate broadband internet service 
into our underserved areas. 

Since receiving strong responses to our internet sur-
veys last summer, we have explored dozens of broadband 
options. Through this work we have confirmed that there 
are no quick and easy answers to extending broadband 
services in rural areas. However, we have the benefit of a 
deep understanding of the needs of our area and a desire 
to see this service extended to our members. We will 
continue to explore these options with the guiding prin-
ciple that anything we do to facilitate this service should 
support itself and benefit our members.

As leaders of your cooperative, we understand our most 
important job is to build on the work that has been done 
over the last 79 years to provide you with safe, reliable 
and affordable electric service. We believe the future 
remains bright for our cooperative and our area because of 
you, our members. l
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2017 2016 2017 2016
Assets Equities and Liabilities
Electric plant in service 52,171,905$      50,162,704$      Equities
Construction work in progress 357,593$           994,696$           Memberships 120,345$       124,130$       
Total Utility Plant 52,529,498$      51,157,400$      Patronage capital 27,447,294$  27,625,484$  

Other equities 1,230,026$    1,148,541$    
Accumulated provision/depreciation (23,290,751)$     (21,700,767)$     Net unrecognized loss,

    post retirement benefits 40,500$         40,500$         
Net Utility Plant 29,238,747$      29,456,633$      

Total Members' Equities 28,838,165$  28,938,655$  
Investments

Long-Term Liabilities
Investments in associated organizations 848,356$           849,832$           CFC mortgage notes, less current portion 5,592,175$    6,231,927$    
Patronage capital, Post-retirement benefit obligation 579,173$       565,223$       
    due from other cooperatives 5,137,247$        4,818,752$        

Total Long-Term Liabilities 6,171,348$    6,797,150$    
Total Investments 5,985,603$        5,668,584$        

Current Liabilities
Current Assets Current portion CFC mortgage notes 640,228$       609,647$       
Cash, general 717,710$           1,501,798$        CFC Line of Credit - -
Cash, restricted 820,977$           568,464$           

Accounts payable - purchased power 1,186,596$    1,252,419$    
Accounts receivable, consumers, net of  Accounts payable - other 1,074,479$    956,561$       
accumulated provision for uncollectibles 1,701,367$        1,633,620$        Consumer deposits 639,806$       624,751$       
Other receivables 1,005,040$        789,154$           Other current liabilities 375,613$       392,891$       
Materials and supplies 538,145$           508,514$           Deferred credits 993,934$       751,032$       
Prepaid expenses 31,443$             29,367$             Accumulated miscellaneous  
Prepayments 37,451$             113,020$               operating provision 817,879$       739,926$       

 
Total Current Liabilities 5,728,535$    5,327,227$    

Total Current Assets 4,852,133$        5,143,937$        
Deferred Debit 661,565$           793,878$           Total Equities and Liabilities 40,738,048$  41,063,032$  
Total Assets 40,738,048$      41,063,032$      

2017 2016 2017 2016
Operating Revenue Operating margins before
Sales of electric energy 19,566,186$      18,986,870$          interest expense 242,776$        $       803,293 
Other operating revenue 1,303,469$        1,088,493$        Interest expense 363,894$       392,764$       

Operating margins after
Total Operating Revenue 20,869,655$      20,075,363$          interest expense (121,118)$      410,529$       

Nonoperating Margins
Operating Expenses Interest income 36,118$         41,554$         
Cost of power 10,884,821$      11,507,347$      Gain (loss) on disposition of property 6,537$           2,121$           
Distribution - operation 1,916,793$        1,834,608$        Total Nonoperating Margins 42,655$         43,675$         
Distribution - maintenance 3,539,108$        1,985,160$        Capital Credits 498,574$       332,156$       
Consumer accounts 809,795$           832,096$           Net Margins 420,111$       786,360$       
Consumer service and information 316,725$           362,182$           
Administrative and general 1,116,140$        1,103,523$        Patronage Capital, Beginning of Year 27,625,484$  27,323,454$  
Depreciation and amortization 2,043,497$        1,647,154$        Retirement of Capital Credits (598,301)$      (484,330)$      

Total Operating Expenses 20,626,879$      19,272,070$      Patronage Capital, End of Year 27,447,294$  27,625,484$  

Note: The complete 2017 Audit Report, as audited by Beer Ream Co., is available for inspection at the offices of Somerset Rural Electric Cooperative, Inc. 

Balance Sheets--December 31, 2017 & 2016

Statements of Revenue and Patronage Capital--For the Years ended December 31, 2017 & 2016

Members’ Financial Report of 2017
Somerset Rural Electric Cooperative, Inc.

Balance Sheets — DECEMBER 31, 2017 & 2016
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1957-2017
Interesting co-op historical data


