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REPORT TO THE MEMBERS
FROM PRESIDENT WILLIAM BAUER AND GENERAL MANAGER JOSH DELLINGER
FINANCIALS
Empire once again returned a significant
amount of capital credits to our members in 2017. Empire’s members invest
in the cooperative when they pay for
the electrical service they receive from
us. Any revenue left after all operating
expenses are paid is called margin. That
money is not distributed to investors, like
with for-profit utilities, but instead it is
allocated back to our members as capital
credits. Empire retains capital credits for
a number of years to ensure our equity
remains strong enough to secure low-interest financing. Each year Empire’s board
of directors considers the financial health
of the cooperative and decides how many
capital credits to retire. We returned over
$1.7 million to our membership in 2017.
In its history, Empire has refunded over
$26 million in capital credits.
The federal government was instrumental in helping rural electric cooperatives get established. The Rural Electrification Act of 1936 made low-interest
federal loans available to cooperatives
who used those loans to build electric
systems that brought power to rural
America. Without access to those loans, it
would likely have taken much longer for
electrification to come to rural areas. Empire utilized federal loans to get started in
1939. Since those early years, borrowing
money from the federal government has
become increasingly cumbersome while
additional low-interest financing options
have become available to electric cooperatives. For the past few years, Empire
has been transitioning from the federal
government as our primary lender to
other organizations. That transition was
completed in 2017 when we refinanced
the remainder of our federal debt with
the National Rural Utilities Cooperative
Finance Corporation. Part of the refinancing included a pre-payment penalty.
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Empire’s board of directors considered
options for recognizing this penalty along
with the overall financial health of the
cooperative and elected to recognize the
entire amount in 2017. Our total margins
were healthy enough for us recognize this
penalty and still meet our loan covenants.
We are confident this refinance will provide long-term benefits to the cooperative, including improved cash flow, lower
overall borrowing costs, and streamlined
operations.

POWER SUPPLY
As a distribution cooperative, Empire’s
core business is to distribute power to
homes and businesses in our service territory. Empire is one of 43 electric cooperatives that purchase power from Tri-State
Generation and Transmission Association. Just as our members are owners of
Empire, Empire is a member-owner of
Tri-State.
Purchased power accounts for approximately 80 percent of Empire’s annual
costs, so we are naturally very concerned
about Tri-State’s rates. Tri-State did not
implement a rate increase in 2018 and
its financial forecast shows stable rates
for the next five years. This is good news
for us and our members. We appreciate
Tri-State’s efforts to manage costs in a
challenging power supply environment.
RATES
Our mission is to safely, responsibly, and
reliably meet the electrical energy needs
of our member-owners. To accomplish
our mission, we must maintain a professional workforce and a reliable system.
This costs money and that money must be
recovered through our rates. We all would
like lower rates, but we also like having
electricity available and ready to use when
needed in our homes and businesses.
Thus, Empire must achieve balance. We

must take care of our employees and
our system while also ensuring our rates
are affordable. Empire’s board and staff
continue to work hard to ensure balance
is maintained.
We are pleased to report that Empire
did not implement any rate increases in
2018. We did update three of our tariffs:
Large Power, Transmission Service, and
Net Metering. We made revenue-neutral
edits that better correspond to passthrough charges from Tri-State in our
Large Power and Transmission tariffs.
The changes to the Net Metering tariff
were primarily textual edits meant to add
simplicity and clarity. We also changed
the annual true-up date from December 31 to April 30, which will allow any
banked excess generation from the more
productive summer months to be used
throughout the entire winter. Additionally, we added options for dealing with
excess generation.

ELECTRIC SYSTEM
Empire deployed its first automated metering system in the 1990s. That system
was called “Turtle” and it allowed meter
readings to be gathered through communications equipment without having to
visit each meter every month. The Turtle
system served us well, but, as with most
other technology from the 1990s, the system became obsolete. Thus, we replaced
the Turtle system with a modern system
from Landis and Gyr in 2017. Our new
system provides faster outage recognition
as well as more granular power use data.
This increased granularity allows us to
provide our members with more detailed
usage data, which helps them to better
understand how they use electricity.
[continued on page 8]
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Empire remains committed to providing reliable electric service to its membership. The average time off per consumer
in 2017 was 1.44 hours, which corresponds to 99.98 percent reliability. Empire
continues to proactively mitigate potential
outages through our tree-trimming and
system maintenance programs. We also
proactively take measures to reduce outage time when outages occur.
In 2017, we designed and built an alternative feed for the Towaoc area. This area
is normally served by a radial transmission line and one substation. Previously,
if there was a problem with either the
transmission line or the substation, the
Towaoc area could be without power for
a long period of time. Now, if a problem
occurs we can reduce outage time by
switching to the alternative feed. We also
developed a temporary regulator solution
that can be deployed as needed to other
areas of our system. This solution allows
us to feed areas of our distribution system
through alternative circuits should there
be a problem with the normal circuit.
Empire remains committed to safety.
We have worked very hard to develop
and maintain a culture of safety in an
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industry that is inherently hazardous.
There were five personal injury reports in
2017, one of which resulted in a lost-time
accident. We continue to strive for zero
future incidents.

PROPERTY
As you may recall, Empire put its Totten
Lake property up for sale several years ago.
That property was originally purchased in
the 1950s as part of a bid to have a power
plant built in our service territory. The
plant was eventually built in Nucla, but
Empire has held on to the property since.
In 2017 we sold a portion of the property.
Also, we were able to work through the
city and county processes to subdivide our
old warehouse property from our headquarters property. Once the subdivision
was finished, we accepted sealed bids for
the old warehouse property and awarded it
to the highest bidder.
COMMUNITY INVOLVEMENT AND
MEMBER SERVICES
Empire exists to serve its membership
and one way we do that is by giving back
to the communities we serve. Every year
Empire makes significant contributions

EMPIRE’S SERVICE TERRITORY BY BOARD DIRECTOR DISTRICTS

to community causes. We gave over
$150,000 through donations and sponsorships to support community causes
in 2017. Of the money we donated, over
$50,000 went toward scholarships.
Another way Empire serves its membership is through energy efficiency
programs. Empire partners with Tri-State
to administer several programs that provide rebates for energy efficient products.
Over $72,000 in rebates were paid to our
members in 2017. Please visit our website,
give us a call, or stop by our office if you
are interested in learning more about our
energy efficiency programs.

THANKS AGAIN
In 2017 Empire marked its 78th year as an
electric distribution cooperative. Empire’s members are the foundation of this
business. This is your electric utility and
we hope you are proud of it. The board
and employees again extend their sincere
appreciation for your continued support.
Please let us know if we can serve you better as we continue to safely, responsibly,
and reliably meet the electrical energy
needs of our member-owners in southwestern Colorado and southeastern Utah.

CO-OP FACTS

Year Organized: 1939

Power Supplier: Tri-State Generation and Transmission Association, Inc.,
Westminister, Colorado
Service Territory: Empire Electric’s 3,410 square-mile service territory
includes all of Montezuma County and parts of Dolores andd San Miguel
counties in Colorado and part of San Juan County in Utah
Work Force: 59 full time employees, 55 in Montezuma County, 2 in Dolores
County and 2 in San Juan County, Utah
Annual Payroll: $4,756,435
Total Plant in Service: $92,890,133
Total Assets: $123,404,838
Transmission System: 201 miles of high voltage transmission line and 2
switch stations
Distribution System: 1,339 miles of overhead distribution line, 405 miles of
underground distribution line and 20 substations
Annual Revenue: $76,872,021
Annual kWh Sales: 860,716,982 kilowatt-hours (kWh)
Types of Service: Farm, ranches, irrigation, residential, light industrial, oil and
gas pumping and a large carbon dioxide extraction project.
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STATEMENT OF OPERATIONS

BALANCE SHEET
Assets

2017

2016

Operating Revenue

2017

2016

$15,457,242

$15,424,741

$262,651

$255,439

Net Utility Plant

$59,785,776

$59,469,665

Residential

Other Assets and Investments

$48,515,788

$46,386,328

Irrigation

$15,100,153

$15,355,831

Small Commercial

$7,872,670

$7,269,977

$3,121

$4,633

Large Commercial

$10,017,308

$10,027,114

$123,404,838

$121,216,457

CO2 Loads

$42,760,375

34,473,589

$171,166

$$169,866

$330,609

$350,893

$76,872,021

$67,971,619

$62,063,465

$53,550,983

Operations & Maintenance

$6,630,966

$6,624,026

Administrative & General

$1,850,698

$1,874,075

Depreciation & Amortization

$3,166,896

$3,540,269

Current Assets
Deferred Charges
Total Asssets

Street Lighting
Other Revenue

Liabilities and Capital
Capital Equities

$69,064,998

$67,987,054

Long-Term Debt

$42,007,027

$41,233,408

Current Liabilities

$11,692,589

$11,045,834

$640,224

$950,161

$123,404,838

$121,216,457

Deferred Credits
Total Liabilities and Capital

SYSTEM STATISTICS
2007
Total active services as of 12/31

2017

Total Operating Revenue
Expenditures
Purchased Power

Interest & Other Deductions
Total Expenditures

15,607

16,130

1,914

1,945

Total KWH purchased

532,229,079

871,605,394

Margins

Total KWH sold

518,394,698

860,716,982

Operating Margins

668

655

Total miles of line

Average monthly KWH usage for residential class
Average monthly billing for residential class

78.80

101.67

System peak demand kW

77,415

115,405

December

January

64

59

$6,760,664

$2,734,262

Cost per kWH purchased

7.198¢

8.659¢

Cost per kWH sold

7.390¢

8.768¢

Revenue per kWH sold

7.655¢

8.931¢

Month of peak
Number of Full-time employees
Total margins

Non-Operating Margins

$1,007,233

G&T
TOTAL

$1,834,560
$67,423,913

$1,403,859

$547,706

-$2,098,569

$412,845

G&T and Other Capital Credits

$3,428,972

$1,787,530

Net Margins

$2,734,262

$2,748,081

Where Empire's 2017 Revenue Came From
Other Revenue
0.4%

Large Commercial
13.0%
Small Commercial
10.2%
Irrigation
0.3%

CO2 Loads
55.8%

Residential
20.1%

Capital Credits Retired
Empire

$1,756,137
$75,468,162

$1,185,148

$17,780

$535,116

$1,025,013

$1,720,264

Street Lighting
0.2%

TAXES
Property Taxes:
Montezuma County

$787,108

Dolores County

$88,328

San Miguel County
San Juan County, Utah
Ute Mtn Ute Possessory Tax
Franchise Taxes Paid to Cities and Towns
Sales Tax

$52,905
0
$723,010
$771,115
$363,958

Other Taxes

0
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Purchased Power
80.8%

$3,332

Payroll Taxes
Total 2017 Tax Obligations

Where Empire's 2017 Revenue Dollar Went

$2,789,756

Operating Margins
1.8%

Depreciation
Administrative
4.1%
2.4%
Interest & Other
2.3%

Operations & Maintenance
8.6%
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NOTICE OF ANNUAL MEMBERSHIP MEETING
EMPIRE ELECTRIC ASSOCIATION, INC.
JUNE 14, 2018

BOARD
OF
DIRECTORS

The Annual Meeting of the members of Empire Electric Association, Inc., will be held in Cortez, Colorado at Empire Electric’s
Calvin Denton Room at 801 N. Broadway beginning at 5:30 p.m.
Thursday, June 14, 2018, to transact the following business:
William C. Bauer
President
District 3

I.

Election of one director submitted by written petition pursuant to Article III Section 4 of the bylaws of the cooperative.
DISTRICT NO. 3
[Four Year Term]

David Sitton
Vice President
District 6

WILLIAM C. BAUER
19501 Road P, Cortez, CO 81321

(NOTE: Only one candidate for district 3 has submitted a
written petition in accordance with the bylaws of the cooperative this year. Per Article III, Section 4, “Should there be
only one nomination from each district open for election
then no ballots will be mailed or cast and the candidate will
be declared elected as a matter of law at the annual meeting
or within five (5) days thereafter as provided by law”. Therefore, no ballots will be mailed for the election of directors for
this Annual Meeting.

Jerry Fetterman
Secretary-Treasurer
District 1

II.

Voting upon proposed amendment to the bylaws and articles
of incorporation, if necessary
(NOTE: No bylaw or article changes submitted)

J. Kent Lindsay
District 5

Sue McWilliams
District 2

William K. Mollenkopf
District 4

John Porter
District 7

III.

Reports of Officers, Directors and Committees and action
thereon

IV.

Any other business transacted which may properly come
before the meeting or any adjournment thereof.

Jerry Fetterman, Secretary-Treasurer
Empire Electric Association, Inc.
PO Box K
Cortez, Colorado 81321

STAY CONNECTED
Stay informed of any outages or changes at:
Facebook.com/EEACortez
Twitter.com/EEACortez
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