
VEC’s Hard-won Savings Devoured by Rising Power Costs

V EC currently does not own
generation capacity, so we
purchase all our power

supply to meet the needs of our
members.  We have a combina-
tion of long-term and short-term
contracts and we purchase addi-
tional power through the New
England Power Pool (NEPOOL)
markets.  Table 1 summarizes our
current resources and projected
load requirements.  

Our resources and loads are
handled through the NEPOOL
markets which assure on an
hourly basis that our resources
always equal our loads (customer
demand for electricity).  If our
resources (contracts) exceed our
hourly load,  we sell to NEPOOL
markets; if our loads exceed our
resources we purchase from the
markets.  The power pool and
markets are intended to provide
efficiencies and economies of
scale and are designed to mirror
the costs that a stand alone non-
integrated utility would incur.
The following outlines some of
the power supply costs we are
responsible for.

Capacity costs are intended to
recover the costs to build the
power plants needed to serve the
load.  The plants need to have
sufficient capacity to cover both
the maximum load and reserves
in case another plant is not avail-

able.  The generators need to be
operating at levels equal to the
load; as the loads increase the
generation needs to increase.  To
ensure that changing load
requirements are met using the

least costly units, the operation of
the generators needs to be care-
fully coordinated and sufficient
generators need to be available to
cover both increases in loads and
the loss of generation over trans-
mission lines.  Some of these gen-
erators are connected to power

lines serving the loads (on line)
but generate at reduced levels,
with the ability to immediately
provide additional generation as
needed.  Other units are held in
reserve, not operating (off line),

but ready to be brought on line
and generate when and if
required.  Reserve costs are the
costs associated with this non-
generation and reduced genera-
tio.  Regulation costs are associ-
ated with the capacity to instanta -
neously match generation with

changing load requirements. 
Energy costs cover the fuel

and operating costs necessary to
produce electricity.  Depending
on fuel type and the efficiency of
the generator, the cost per unit of
energy (e.g. KWH, MWH) pro -
duced can vary drastically.
Higher capacity plants typically
have lower energy costs.
Although building a hydroelec -
tric plant requires a dam, water
intake and conveyance system,
turbine, generator, controls and
the expense of procuring the
rights to use public waters  (often
entailing expensive environmen -
tal and recreational facilities),
when the water is available to
turn the turbine, the cost of gen-
erating power is essentially free.
By contrast, lower capacity plants
typically have higher energy
costs.  Diesel generators cost less
to install than hydroelectric or
nuclear plants, but the fuel cost
per unit of energy produced from
a diesel generator is considerably
more expensive.

With the advent of open
power markets over the last
decade, generators no longer
need to affiliate with electric utili -
ties in order to sell their output
(capacity, energy, reserves, etc.). 

(con’t page 4)

The summer has sure flown by and I am
pleased to report that VEC has been
relatively unscathed by Mother

Nature's typical summer storms which often -
times cause outages for our system. 

We have been busily working on the Co-
op's rate filing for October.  We are still com-
piling data and assessing what our power
supply situation will be for next year.  We
have worked very hard to cut costs as much
as possible without jeopardizing service to
our members. This has come at a price, how-
ever, necessitating the termination of several
employees over the past couple of months.
Financially we are now two years ahead of
our planned schedule in terms of reducing
operating costs through the economies of
scale resulting from our purchase of Citizens
Utilities' Vermont Electric Division last year.
Unfortunately, rising power supply and
transmission costs are devouring every bit of

this savings and then some.  At a mini-
mum, we are hoping to be able to hold
rates steady for another year or so.  But
realizing that goal will depend on power
supply costs. Please read the article below
which focuses on power supply issues.

On a disappointing note, VEC has
decided to withdraw its petition with the
Vermont Public Service Board to acquire
Rochester Electric Company. With changes
to the power supply market and other con -
ditions, the economics of the deal changed
dramatically and it was no longer clearly
beneficial to our members. 

Everything else is going well.  Plenty of
information about service and rates will be
coming your way soon.  I hope you all enjoy
the rest of the summer!

Kelly Enright,
VEC Manager

Power Supply Costs: 
The Details and Dilemmas
A Short Lesson in Purchasing Our Power

Vermont Electric
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Donna Coan and Dan Perkins install an automated
metering system to serve a Cambridge home. Within
the next two years, all VEC meters will be upgraded,

providing more detailed information to further
improve member service.
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V ermont Electric Cooperative, Inc.
("VEC") seeks approval from its
members for the construction of

certain electrical facilities, as described
below.   

By way of background, Title 30,
Section 248, of the Vermont statutes
requires all utilities to obtain approval
of the Public Service Board prior to con-
struction of certain power generation
and transmission facilities.  Section
248(c) requires that a cooperative obtain
approval of its members for any proj -
ects that are subject to Section 248.  The
cooperative must inform members of
the risks and benefits associated with
the project.  Since the early 1970's,
when Section 248 was adopted, the
statute has been interpreted to apply to
many routine utility projects, including
substation upgrades.  In 1991, the legis-
lature added a subsection that stream-
lined the process for Public Service
Board approval of Section 248 projects
that were limited in scope.  However
the requirement for member approval
was not changed.

The following is a summary of proj -
ects that have been approved by the
Public Service Board under Section 248.
The first project has been approved but
not constructed.  The second project has
not yet been approved.  The other proj-
ects have been approved and construct-
ed.

SUMMARY OF PROJECTS
1.  PSB Docket No. 7035. In Richmond, Vermont,
VEC seeks to construct, jointly with Green
Mountain Power, a new substation, located at
Governor Peck Road, and to remove its existing
substation, located on U.S. Route 2 near Exit 11 of

Interstate 89.  This project was approved by
the Vermont Public Service Board ("PSB") on June
20, 2005.  Final plans are being prepared, and VEC
and GMP hope to begin construction in late
August.  The PSB identified several benefits of the
project including the removal of two visually
prominent substations, one of which (GMP's) has
been an ongoing safety concern, to be replaced by
a new substation which will be generally out of
public view.  The Board has required VEC and
GMP to hire a consultant to prepare a report as to
the proper decommissioning and reclamation of
the sites of the substations to be removed.  
2. Generation facility at Ethan Allen Furniture
in Beecher Falls, Vermont. VEC has been working
with Ethan Allen, the State of Vermont and the
State of New Hampshire to install a generation
facility (and associated distribution facilities) at
the Ethan Allen facility which will generate elec -
tricity from waste steam supplied from Ethan
Allen's existing boilers.  The facility will provide
electricity for VEC's resource needs at favorable
costs and help ensure the financial viability of a
large VEC customer and regional employee.  VEC
has been able to limit its own risks connected with

the project through the participation of the State of
Vermont and the State of New Hampshire in
funding the project.  Of the anticipated project cost
of approximately $900,000, VEC's contribution is
expected to be approximately $100,000.
3. PSB Docket No. 6925.  In Coventry, Vermont,
VEC constructed a 7.2 mile 46 kV line from a
landfill gas generating facility constructed by
Washington Electric Cooperative to a VELCO
substation in Irasburg. This project was initiated
prior to VEC's acquisition of the Citizens system,
and VEC stepped into Citizens' role as petitioner.
The Board approved the project in 2004.  It did not
identify any risks associated with construction of
this transmission line, but rather found that the
project as a whole was beneficial to the State.
4. PSB Docket No. 6839.  In Williston, Vermont,
VEC participated with VELCO and GMP in the
construction of a new substation at Tafts Corners
and the construction of 34.5 kV transmission
facilities associated with the substation. The PSB
approved the project in September, 2003, condi-
tioned on certain requirements to screen the sub-
station from public view.  With these conditions,
the Board has determined that the project was
beneficial to VEC and that all risks have been min-
imized.
5. The following projects have received PSB
approval under subsection (j) of 30 V.S.A. §248,
which means they are projects of limited size and
scope and do not raise significant issues with
respect to the substantive criteria of Section 248.

No risks have been identified in connection with
these projects and all have been determined to be
beneficial to VEC.
Docket No. 6708 - Replacement of transformer in
Richmond Substation, approved by the PSB on
9/12/02
Docket No. 6737-- Installation of larger trans -
formers at the Hinesburg Substation, approved
by the PSB on 9/12/02
Docket No. 6738 - Installation of larger, 833 kVA,
Transformers at the Johnson Substation,
approved by the PSB on 9/12/02
Docket No. 6756 - Replacement of transformer at
Pleasant Valley Substation, approved by the PSB
on 11/07/02
Docket No. 6785 - Replacement of transformers at
Eden Substation, approved by the PSB on
1/29/03
Docket No. 6789 - Replacement of transformers at
Lowell Substation, approved by the PSB on
2/21/03
Docket No. 7016 - Replacement of transformer
and Related Equipment at the Burton Hill
Substation, and retirement of substation trans -
formers in Eden and Lowell, approved by the
PSB on 12/07/04.

Copies of these Public Service Board orders
can be viewed on VEC's website at

 www.vermontelectric.coop. 

Vermont Electric Cooperative Board of Directors
District 1 John Miller PO Box 21, North Hero, VT 05474 372-8375
District 2 (vacant)
District 3 Daniel Parsons 320 Hardwood Hill Rd, Richford, VT 05476 848-3328
District 4 Alvin Warner 166 Lower Village Rd,  Lowell, VT 05847 744-2753
District 5 Bertrand LaGue 369 Herrick Rd, Derby Line, VT 05830 873-3374
District 6 Dorothy Allard 1331 Waterville Mountain Road, Bakersfield, VT 05441 827-9779
District 7 Jack Slagle 1410 VT RT 109, Belvidere, VT 05442 644-2032
District 8 Susan Deuso PO Box 24, Eden Mills, VT 05653 635-2985
District 9 Michelle DaVia 71 North Road. Westford, VT 054948 893-3879
District 10 Robert Northrop 414 Irish Settlement Rd, Underhill, VT 05489 899-2522
District 11 Richard Palmer PO Box 386, Hinesburg, VT 05461 482-3079
District 12 Neil Pelsue 135 Otis Lane, Newfane, VT 05345 365-7689
District 13 Cyril (Ken) Heile 3359 Coolidge Highway, Guilford, VT 05301 254-2196
District 14 John Ward 145 Mt. Vernon St, Newport, VT 05855 334-6022
District 15 Tom Bailey PO Box 114, Derby, VT 05829 766-2647
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VEC Members to Vote for Ethan Allen Generation Project
Plan Will Support Northeast Kingdom’s Largest Employer

NOTICE OF SPECIAL MEETING
OF THE MEMBERS OF VERMONT ELECTRIC COOPERATIVE, INC.

WHEN: THURSDAY, SEPTEMBER 1, 2005 BEGINNING AT 7:00 P.M.
WHERE: VERMONT ELECTRIC COOPERATIVE, INC. BOARD ROOM

42 WESCOM ROAD,  JOHNSON VERMONT
HOW: MEMBERS MAY VOTE IN PERSON AT THE VEC BOARD ROOM ONLY AFTER 

7:00 P.M. AND BEFORE 7:30 P.M. ON THURSDAY, SEPTEMBER 1, 2005.  
OTHERWISE, MEMBERS MAY VOTE BY MAIL BEFORE THE MEETING. BALLOTS CAST BY

MAIL WILL BE COUNTED ONLY IF RECEIVED AT THE POST OFFICE IN 
JOHNSON, VERMONT BY 10:00 A.M. ON TUESDAY, AUGUST 30, 2005.

Pursuant to Article III, Section 2 of the Bylaws of Vermont Electric Cooperative, Inc., the Board of
Directors has called a Special Meeting of Members to be held Thursday, September 1, 2005 beginning at 7:00
p.m. in the VEC Board Room at 42 Wescom Road, Johnson, Vermont for the following purposes:

1. To determine the existence of a quorum.
2. To hear, or waive, the reading of the Notice of the Meeting and Proof of Mailing.
3.  To consider and act upon the following warned item: 

A. Whether to approve all projects listed on the attached SUMMARY OF PROJECTS as 
required by Title 30 Vermont Statutes Annotated, Sections 248 and 248(j).
4.  Adjournment.

DATED: August       , 2005
Jack Slagle, Secretary

3A
Shall the project s listed on the att ached SUMMAR Y OF PROJECTS all be approved?

A vote "YES" means that all the said projects will be approved and will be in compliance with Title 30 Vermont
Statutes Annotated, Sections 248 and 248(j).
A vote "NO" means that none of the said projects will be approved and VEC will not be in compliance with Title
30 Vermont Statutes Annotated, Sections 248 and 248(j).

YES o NO o
Sam

ple
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Ethan Allen Inc, the interna -
tionally-known company
which first began making

furniture in Beecher Falls 70
years ago, is partnering with
VEC to bring down its power
costs, in order to meet the
mounting challenges of manufac-
turing in an increasingly compet -
itive global economy.

The company’s Beecher Falls
plant is a long stone’s throw
from the Canadian border cross-
ing and just over the Connecticut
River from New Hampshire,  in
the most northeastern corner of
Vermont’s Northeast Kingdom. 

Along with state and local
agencies, which have recently
renewed tax breaks, VEC is
determined to do what it can to
maintain the economic health of
Ethan Allen’s Beecher Falls facili-
ty (see information on page 2 of this
issue).The company has closed
plants in Vermont, Virginia and
New York in recent years as part
of its efforts to improve efficien -

cies.  Plants in Island Pond and
Randolph closed in 2001, a loss
of more than 300 jobs. The com-
pany also maintains a factory in
Orleans. 

The two remaining plants
employ close to 900 workers,

with Beecher Falls about twice
the size of Orleans, making
Ethan Allen the largest employer
in the Northeast Kingdom. 
The company has a total of 12
plants and two sawmills in the

US and hun-
dreds of stores
throughout the
country and
abroad.  Last
month it
opened its
third store in
China and
posted earn-
ings of just
under $1 bil-
lion.

In arguing
for a tax exten-
sion, State
Senator
Vincent Illuzzi
noted that the
Northeast
Kingdom suf -
fers from the
state's highest
unemploy -
ment and low -
est per-capita
income and
"can't afford
any major job
loss." The
extension
sailed through
both the
Vermont
House and
Senate in June,
qualifying the
company for

up to $450,000 in state tax sav-
ings under regulations desired to
benefit  wood manufacturing
plants.

Ethan Allen has also been
struggling with rising energy
prices.  The price of electricity in

Vermont is twice as much
as the company pays to
power its Virginia plants. 

VEC first met with Ethan
Allen officials at the
Beecher Falls facility six
months before the Co-op
purchased Citizens
Utilities’ Vermont Electric
Division, which had for -
merly provided the compa -
ny with its electricity.  An
evaluation of options to
bring down energy costs
began almost immediately,

explained David Hallquist,
VEC's Manager of Business
Development and Information
Technology.

Following that meeting, a
number of avenues were pur-
sued in cooperation with New
Hampshire and Vermont govern -
ments and local
development
agencies. 

A plan to
use the compa-
ny's waste wood
supply as a fuel
for an onsite gen-
eration was
determined to
save the compa-
ny 20 percent in
energy costs.
Onsite genera-
tion has the
additional
advantage of
being two to
three times as
efficient as trans-
porting electrici -
ty over transmis -
sion lines.  VEC customarily gets
just 30 percent of the BTUs gen-
erated by out-of-state plants due
to this transmission loss.  Onsite

generation at Ethan Allen would
be 82 percent efficient.  

VEC has been able to limit its
own risks connected with the
project through the participation
of the State of Vermont and the
State of New Hampshire in fund -
ing the project.  Of the anticipat -
ed project cost of approximately
$900,000, VEC's contribution is
expected to be approximately
$100,000.

Mr. Hallquist explained just
how important
this solution is:
"This cogenera-
tion project
helps Ethan
Allen, it helps
the environment
by using renew-
able fuels and it
helps VEC.  The
Beecher Falls
plant employs
675 people  and
a lot of those
employees are
Co-op members.
It is clearly in
our best interests
to keep Ethan
Allen open.  

Plus, we
are a co-opera-

tive and the seventh co-operative
principle calls for concern for the
community."

If you know of a VEC member or organization
that you would like to see featured in Co-op Life,

please write Nancy Crowe, Editor, at 
VEC, 42 Wescom Road, Johnson VT 05656.
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VEC Helps to Keep Ethan Allen’s
Manufacturing Jobs in Northeast Kingdom

This sizeable woodpile is a fraction of the wood the Ethan Allen plant in Beecher Falls needs for its largescale operation.

A branch of the Osher
Lifelong Learning Institute
has formed in Newport
and will be offering its
first series this fall, start-
ing September 14.

Several years ago,
UVM received a grant
from The Osher
Foundation to establish
The Osher Lifelong
Learning Institute for the
purpose of providing
courses and programs to
area residents over the age
of 50.  Since that time,
Institutes have also
opened in Brattleboro,
Montpelier, Rutland,
Springfield and St.
Johnsbury.  

Lectures, short courses
and intellectually stimulat -
ing activities and events
are planned by Newport-
area volunteers in collabo-
ration with UVM.  There
are no tests, grades or
papers - just learning for
the enjoyment of it.  There
are membership fees, but

one may pay either an

annual fee for all events or
a small fee at the door for
a specific program. 

The conference room at
the Hebard State Building
in Newport has been
reserved for the Osher
events from September 14
through December 14.
Some of the programs dis-
cussed include: The
Mysteries of The DaVinci
Code; An Introduction to
Art; Lore of the Northeast
Kingdom; Treasures in
Your Attic; Medieval
Mysteries in Writing &
Art; The Great Northern
Forest & Migration
Routes; Lore of Wildlife;
Deep Ecology; Alternative
Energy Sources; An
Introduction to the Blues;
Myths & History of
Holiday Celebrations;
Discussion of Islam; The
Nulhegan Region.

Persons wishing to
participate in the Osher
program may call Don
Worth at 802/334-7047.

Newport/Derby Osher Lifelong
Learning Institute Becomes a Reality
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Business Arrangements Disquality
District 2 Director

Power Supply Costs
(Continued from page one)

Generators participate in the markets and
if their bids are accepted they are compensat-
ed at the clearing price. On the receiving
side, the load-serving utility (such as VEC)
ends up paying the clearing price for the
products that it needs.  Historically,  the utili -
ties also owned the generators and were pro-
hibited by law to sell their electricity at rates
greater than cost.  This greater-than-cost
restriction no longer exists with the new
wholesale markets.  

As a result, a hydroelectric generator
could bid into the energy market at the same
rate as a diesel or natural gas generator.
Hydro-electric plants often submit a lower
bid to ensure that the plant continues to run
and avoids water spills but would still
receive the clearing price for any energy sold
regardless of its actual costs, assuming that
its bid was equal to or less than the clearing
price.  

Herein lies the current dilemma with the
energy markets when fuel costs are high and
resources are tight: Generator owners are
not going to enter into a cost-based contract
when they can get a much higher price by
selling through the energy market.  A few
years ago several new natural gas-fired gen-
erators were constructed in New England,
predominantly in Maine, which helped keep
energy prices low.  The regional markets

went down due to both a glut of generators
and stable natural gas prices.  Of course, as
natural gas prices increase, the price that the
generators need to recover their costs increas-
es.

In order to receive the necessary electricity
to serve our members, we also incur trans-
mission costs. We pay VELCO, NEPOOL,
and others for the use of their transmission
facilities.  We pay our share of ISO-New
England's costs to operate the New England
power grid and administer the power mar -
kets.  Within this power grid, line losses
must be recovered and congestion costs are
incurred to transmit the electricity.  For
example, the large amount of Maine genera-
tors could be constrained from reaching the
rest of New England because of transmission
limits, forcing electricity over more costly
paths or forcing some generators to back
down and other generators to run even
though their bid prices are higher than the
clearing price.  Price adjustments are made to
compensate for the losses and congestion
that vary from location to location.  The
resultant rate is called the Locational
Marginal Price or LMP. 

While the details might appear to be
complex, the dilemma is straight forward:
power supply costs greatly exceed projec -
tions. Prior to 2004, VEC had a highly
respected firm prepare power supply cost
projections.  These projections now seem
woefully low when compared to the current

market cost of power.  The current price for
2006 is $75/MWH compared to the projected
price of $48/MWH.  This is comparable to a
2003 projected gasoline price for 2006 of
$1.47/gallon versus a current projection of
$2.30/gallon.

In addition to rising fuel costs, our trans -
mission costs are rising at astronomical rates.
New transmission is needed to meet the
demands within Vermont and New England
(e.g. VELCO's Northwest Reliability Project).
Also, to meet the projected demand for addi -
tional generation ISO-NE will be implement -
ing a new market, Locational Installed
Capacity Proposal (LICAP), to provide incen -
tives for additional generation.  The LICAP
market alone adds another $1 million a year
to our power supply costs.

We are working hard to contain and miti -
gate these rising costs.  For example, we've
been able to shave $250,000 off the 2006
LICAP costs.  Unfortunately, without own -
ership of a non-fossil fueled generation
facility, our options are somewhat limited,
but we are committed to continue to work
diligently and creatively to contain costs,
including ownership and partnering
options.  

These are very dynamic times to be buy-
ing fuel, as we are all aware….particularly at
the gas pumps.  

Kevin Perry,
Manager of Power Supply and Rates

On June 21, 2005, VEC submitted to the Public Service
Board a consolidated set of tariffs, which set forth the

terms and conditions of service to VEC customers.  Since the
acquisition of Citizens Communications Company in 2004,
VEC has been operating under two sets of tariffs, one for Zone
1 (the former VEC stand-alone territory) and one for Zone 2
(the former Citizens territory).  While the two tariffs are gener -
ally similar, there are some differences, and operating under
two sets of tariffs has been cumbersome.  After extensive dis-
cussions among VEC staff and the Vermont Department of
Public Service, VEC was able to consolidate the two tariffs into
a single tariff for the entire VEC service territory.

Importantly, the tariff filing does not affect the rates that
VEC will charge for electric service.  In October, 2005, VEC will
be submitting a cost of service study that will consolidate the
Company’s rates.  The pending tariff consolidation focuses
mainly on terms and conditions of service without changing
overall rates.

Key changes resulting from the tariff consolidation include
the following:
g Elimination of water heater credit.  Some Zone 1 customers
had received a credit for installing a load control device on
their water heater.  Since that technology is now out of date
and no longer usable, this credit will no longer be applied.
g Charges for customer requested service.  The tariff has been
clarified so that VEC can now charge customers for services
that are provided at the request of the customer, for example
moving a service drop for aesthetic reasons.  It is fair to charge
the individual customer rather than spread the cost among the
rest of the members.
g Engineering Fee. VEC charges a $200 engineering fee for new
line extensions, but the fee had been subject to refund if the
customer decided not to pursue the project.  When the engi-
neering work has been completed, the new tariff makes the
engineering fee non-refundable, so that the engineering costs
are not absorbed by other members.

The Department of Public Service has recommended that
the consolidated tariff be approved, and VEC expects action by
the Public Service Board in August.  The consolidated tariff
will be posted on VEC’s website at www.vermontelectric.coop .
Members are invited to call VEC if they have questions about
the new tariff.

VEC Files Consolidated Tariff

H ugh Gates of Franklin,
Vermont is no longer the
Director for VEC District

#2.  He had been elected a
Director at the Annual Meeting
on April 30, 2005. However, fol -
lowing his voluntary disclosures
immediately thereafter, the
question was raised as to
whether he legally qualified
under the provisions of the VEC
Bylaws. That question was
reviewed and determined at two
meetings of the VEC Board of
Directors – one on May 31, 2005
and the other on June 28, 2005.

The Board of Directors has no
authority to prevent any candi -
date from running for Director.
However, after a person is elect-
ed, the Board has a legal duty to
remove a person as soon as it
becomes established that the
person is disqualified by the
Bylaws from remaining a
Director. The Bylaws provide, in
part, that a person cannot be a
Director if the person is
“employed or financially inter -
ested in a business selling…sup-
plies to the Cooperative” 

Hugh Gates agreed that his
business, Franklin Telephone
Company, has an agreement
with VEC in which Franklin
Telephone sets some utility
poles and sells a joint interest in
the poles to VEC. He also agreed
that his company is presently
negotiating with VEC to update

that agreement. However, he
said, he had considered the
Bylaws before he ran for
Director and did not conclude
that he was disqualified.

VEC President Bob Northrop,
in his July 20, 2005 letter to
Hugh Gates informing him offi -
cially of the Board’s decision,
wrote, in part, “I am writing to
inform you of actions taken by
the Vermont Electric
Cooperative Board of Directors
on May 31 and June 28, 2005.  At
each of these meetings the VEC
Board voted to remove you as a
Director.  The discussion and
consequent votes regarding your
ability to serve as a Director
focused on how the Co-op’s
Bylaws apply to your circum -
stances. Your discussion of your
involvement in the Franklin
Telephone Company and the
actual kinds of transactions
which occur between your com -
pany and VEC was open and
frank. Your candor was, and is,
very much appreciated and well
regarded…I, and the VEC
Board, appreciate your frank -
ness and wish to assure that this
action was difficult and painful
for us, but, in our belief, was in
accordance with the dictates of
the VEC Bylaws.”

The VEC Board of Directors
will consider a replacement to
serve in this vacant position in
the near future.
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Safety and Energy Saving Tips for Co-op Members

I f you have a home computer, your family
may spend hours a day doing homework,
checking e-mail, or surfing the Web.

Though computer equipment uses less electri-
cal energy than many other home appliances,
there are a few things you can do to reduce
your computer's electrical consumption to a
minimum.

Most types of computers use similar
amounts of electricity. But monitors vary in
their consumption depending on their size,
with small screens using less. Compare the
consumption figures of competing equipment
when you next buy computer equipment.
And be sure to look for the ENERGY STAR©

logo as you shop because this is your assur-
ance that your computer will use the mini -
mum power necessary.

Follow these tips to reduce the energy con-
sumption and operating cost of your comput -
er equipment:
c Activate your computer's sleep setting.
This shuts down your computer and monitor
after any period of inactivity. This is the sin -
gle most important step you can take to
reduce consumption, since most equipment
uses almost no power during sleep.
c If your printer doesn't automatically sleep
between jobs, shut it off manually when
you're not using it.

c Don't print any more documents than you
need to, since printers use electricity, paper,
and ink or toner. 
c A computer can save a lot of time and
energy if you use it efficiently. Try reading
documents on-screen and saving them to elec-
tronic files instead of printing and filing
unimportant documents. 
c If you need to send documents to some-
one, send an e-mail. It's quicker, it saves ener-
gy, and doesn't require postage.

For more information on energy-saving
computer equipment visit the Department of
Energy ENERGY STAR© website at
www.energystar.gov.

Safety and environmental con -
siderations must be taken into
account when disposing of

old electrical household appliances,
according to the experts at Safe
Electricity. Computers, televisions,
stereos, refrigerators, water heaters,
and many other smaller electrical
appliances are wonderful life-
enhancing conveniences, but when
the time comes to replace and dis-
pose of them, they can become a
dangerous nuisance and hazard if
not discarded properly. 

"Unfortunately, many second-
hand unsafe appliances wind up in
other people's homes as electrical
shock or fire hazards," says Safe
Electricity Executive Director Molly
Hall, "or they are illegally dumped
in ditches, back alleys, vacant lots
or other places where they become
serious safety and environmental

hazards.
"Safe Electricity warns people to

never attempt to use a malfunc-
tioning or previously discarded
electric appliance, and to beware of
old appliances sold in flea markets
and garage sales. Such appliances
may pose a fire or electrocution
hazard, and may be no 'bargain' in
the long run," cautions Hall. 

"Managing the safe disposal of
the vast amount of electrical appli -
ances that wear out, become obso-
lete or damaged can be a chal-
lenge," says Hall, "but there are
safe disposal alternatives." 

Take advantage of local recy-
cling opportunities. Before throw -
ing away electronics, call your
solid waste district to check on pro -
grams such as those that collect
and repair unwanted phones and
computers for contribution to char -

itable organizations and schools or
a collection event that accepts elec-
tronic appliances.  Stringent
Vermont and federal laws now
govern the disposal of many elec-
trical appliances because most elec-
tronics have parts that contain haz-
ardous materials, such as lead,
mercury, arsenic, cadmium, PCBs
and Freon.

Safe Electricity offers these
guidelines for safe appliance dis-
posal: 
A For assistance, contact your
solid waste district or appliance
service provider to assure that a
qualified professional removes
Freon, PCBs and mercury switches
from old appliances. 
A After removal of unsafe mate-
rials and components,  arrange to
have the old appliance taken to a
scrap yard where the metal can be

salvaged for recycling. High steel
prices have made old appliances
attractive to scrap dealers.  Your
local solid waste district can advise
you of the safest course of action.
A Never leave or store an
unused or damaged appliance in
an open, unsecured area.
Discarded appliances are a safety
hazard, especially for children. In
addition, discarded appliances may
provide shelter or a breeding place
for vermin. 
A Before disposal, remove elec-
trical cords from damaged items so
they can't be recycled or reused by
someone else. 
A If larger household items,
such as washers, dryers, stoves and
refrigerators, need to be replaced,
have the dealer remove the old
appliance. 

Efficient computer operation

When household appliances wear out their welcome

The farmstead is a place
where many electric
hand and power tools

are used to make farming
easier. Tools allow us to
accomplish more work easier
and few of us would want to
give them up. Just think
about the inconvenience
when we lose power in a
storm and have to cope with-
out the benefit of electricity.
Unfortunately, these wonder -
ful aids can also be danger-
ous to those using them and
those in proximity if used
improperly.

All tools pose some
amount of danger but electric
hand tools have the added
danger of speed, power, and
electrical currents that can
shock and even kill when
used incorrectly. 

Teaching proper use of
hand tools and the precau-
tions that are necessary for
their safe use is an excellent
way to teach safety before
moving on to safe power tool
use. Proper use of hammers,

screwdrivers, and shovels
teach children respect before
they move on to using poten-
tially more dangerous items
like power tools. 

You can avoid accidents
and health problems if you:
u Pick the right tool for the
job.
u Replace or repair dam-
aged tools.
u Make sure cords are in
good repair when using elec-
trical tools.
u Wear personal protective
equipment such as ear plugs
when operating loud equip -
ment, and dust masks where
there is dust from sawing,
drilling, or sweeping.
u Always wear safety gog-
gles when using electrical
hand tools.
u Make sure all shields are in
good shape to protect from
flying debris and moving
parts.
u Make sure the area around
tools is kept free from clutter
to prevent falls.

Safe use of power tools

N ext time you find yourself
debating between Cherry
Garcia and Heath Bar

Crunch ice cream in the grocery
store, the lighting may look a bit
different.  That's because light
emitting diode (LED) technology
may be coming soon to a store
near you.

LED is the technology that
lights up those little red numbers
on your clock radio or the green
numbers on your microwave or
DVD player. LEDs are very effi -
cient, produce very little heat and
last a long time. Until recently,
this energy efficient technology
was not available on a wide-
spread basis because of technical
barriers. But those barriers  are
finally being overcome. 

LEDs are now used for
street lighting, traffic lights, emer -
gency signs, railroad signals and
now on an experimental basis in a
grocery store in Albany, NY. The
study, funded by New York State

Energy Research and
Development Authority, will
evaluate lighting performance,
energy savings, shopper prefer-
ences and product sales for this
technology compared to the fluo -
rescent technology currently
found in supermarket freezers. In
an earlier laboratory study, the
Lighting Research Center at
Rensselaer Polytechnic Institute
found that LED provided more
uniform illumination on the dis -
played merchandise and was
strongly preferred by more peo -
ple than  traditional fluorescent
lighting. 

Developing more energy
efficient lighting for freezer and
refrigerator cases is important
because grocery stores spend half
their electricity costs on refrigera-
tion. Also, fluorescent lighting
currently used in freezer and
refrigerator cases does not per-
form well in cold temperatures.

LED provides Energy Efficient Lighting--
Soon to be in Your Grocery Store?



Being a member of an electric co-opera-
tive has many advantages, among them
ownership of and democratic participa -

tion in the utility, and for residential mem -
bers of co-ops and municipal utilities (munis)
in seven northeastern states, it also means
access to some very low-cost electric power.

Each month our VEC bills include 100
kWh priced at just under 7 cents, half the cost
of additional kWhs.  That cheaper initial 100
kWh comes from two federally-financed
hydro projects in upper New York State.

The story of how these two facilities were
built, their magnitude and output, and how
Vermont almost lost its share of this power to
the interests of the private utilities 50 years
ago is part of VEC’s history. 

Now under the management of the New
York Power Authority – America’s largest
state-owned power organization — and the
oversight of the Federal Energy Regulatory
Commission,  the power from the St.
Lawrence and Niagara hydro projects pro -
duces some of the cheapest electricity in
North America.

‘Benefit of the People’

The first seeds of a power authority were
planted by New York Governor Charles
Evans Hughes who in 1907 declared that the
state’s undeveloped waterpower “should be
preserved and held for the benefit of the peo-
ple and should not be surrendered to private
interests.” In 1914, Theodore Roosevelt
warned against “waterpower barons” seeking
a monopoly on New York’s natural resources. 

Ultimately, Governor Franklin D.
Roosevelt gained public and legislative sup-
port for a Power Authority “to give back to
the people the waterpower which is theirs.”
In 1931, a commission established to study
the hydroelectric potential of the St. Lawrence
River called for creation of a power authority
to build generating facilities on the river.
Roosevelt signed the Power Authority Act,
calling it the most important action taken dur -
ing that year’s legislative session

But 23 years were to pass before construc-
tion began on the St. Lawrence power project.
The delay was caused principally by naviga -
tion interests’ opposition to the St. Lawrence
Seaway, which was developed concurrently
with the power project. In 1952, the
International Joint Commission — established
to resolve disputes over use of the St.
Lawrence and other waterways along the
U.S.-Canadian border — granted permits to
the Power Authority of the State of New York
(now New York Power Authority) and a
neighboring Canadian utility, Ontario Hydro
(now Ontario Power Generation), to build a
power project spanning the international bor -
der.

The project has ben an enormous success.
The St. Lawrence River carries the outflow of
all five of the Great Lakes, the world’s largest
source of fresh water, to the Atlantic Ocean.
Along the way, river water pours into the
power dam’s intakes and falls about 80 feet
into the spiral-shaped scroll case encircling
each turbine. As this rushing water turns a

turbine, an attached rotor spins inside a stator
-- a ring of tightly bound copper wires in a
generator -- creating an electric current. The
entire power project stretches over the St.
Lawrence River Valley for 37 miles.

Even as work on the St. Lawrence River
dam proceeded in 1954, the Power Authority
prepared for an even more complex project,
to be located on the lower Niagara River,
about five miles downstream from Niagara
Falls. Private companies had been generating

electricity along the Niagara since 1881, but
impetus for a new project came when a 1950
treaty with Canada made more of the river’s
water available for power production while
assuring that the beauty of Niagara Falls
would be preserved

As at St. Lawrence, a variety of interests
vied for the rights to large-scale hydroelectric
development in the early 1950s. On June 7,
1956, the dispute came to a sudden and dra-
matic end when a rockslide destroyed the
area’s largest privately owned hydroelectric
plant, severely limiting the availability of
low-cost power in the region. The time for
debate was over. With tens of thousands of
industrial jobs endangered, Congress passed
the Niagara Redevelopment Act in 1957,
paving the way for the Power Authority to
obtain a license and begin construction by
March 1958. The 2,400,000-kw Niagara project
was the largest hydropower complex in the
western world when it began operating in
January 1961. 

(Continued on next page)
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Q. I can’t find an ENERGY STAR clothes dryer. Short of using a clothesline, how can I
dry my clothes in an energy-efficient way?
A. The clothesline is a good idea, especially in the summer. But for many of us, it is not an
option. As you’ve discovered, ENERGY STAR does not have a standard for clothes dryers,
so here are some tips to make drying more energy efficient:

Look for clothes dryers with a moisture sensor that will turn off automatically when the
clothes are dry. Running back-to-back dryer loads can save a small amount of energy.
Propane and natural gas dryers can cost more to buy and install, but will cost less to oper-
ate. Depending upon your actual fuel cost, a natural gas dryer can save about two-thirds,
and a propane dryer can save as much as one-third, compared to electric.

ENERGY STAR labeled washing machines, such as front loaders, remove more water from
the clothes. Since less drying time is required, these are actually your best opportunity to
save dryer energy.

When you install your dryer, remember that a short, smooth dryer duct allows the dryer to
remove moisture faster. Replace flex-ducts with rigid metal duct, screwed together at the
joints and sealed.

Q. Help! Mildew is taking over my bathroom even though I’ve repainted several times.
What else can I do?
A. When it comes to mold and mildew, bathrooms offer the perfect moist environment. If
you have a mild mildew invasion, you can clean the affected area with a diluted solution of
bleach and then prime it with a mildew-resistant sealer before painting it again.

It sounds like your problem may be more serious, however. Your first step should be to
eliminate the source of the moisture by determining if there are any water leaks. You might
also have a ventilation problem. Does your bathroom have an exhaust fan? It should, and
if you hold a square of toilet paper up to the intake grill, the paper should stay there when
the fan is on. If it doesn’t, you have a problem with either the fan or the ductwork.
Ductwork should be smooth-wall, not the corrugated flex duct, and it should be vented to
the outside. If you need to replace or install a fan, choose a quiet one (less than two sones,
the unit that measures sound) that uses less than 50 watts and meets the guidelines of the
Vermont Residential Energy Code. All ENERGY STAR labeled fans meet the code guide-
lines. Operate the fan as much as necessary to control humidity and always run the fan
after showers until the walls are dry, which could be several hours.

A properly working exhaust fan should help solve future problems, but you may also
need to take care of any mold that may have established itself. For more information on
mold, contact the Vermont Department of Health at 1-800-464-4343 or visit its Website page
about mold at www.healthyvermonters.info/hp/airquality/mold.shtml. 

Rachael is a business development specialist at Efficiency Vermont. Do you have questions about
energy use in your home or business? Write to askrachael@efficiencyvermont.com or call, toll-free: 1-
888-921-5990 and a customer service representative will answer your question.

“Ask Rachael” with
Rachael Pendleton

New York Hydro Projects 
Produce Low-cost Power for VEC Members

St. Lawrence project, 
one of two hydrodams in New York State

which supply low-cost power 
to VEC’s residential members.
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(Con’t from previous page)

VEC fights for share of 
NY’s hydropower

In its original licenses, PASNY was
required to make available low-cost
hydropower from the two
projects to both residents of
New York State as well as
members of co-ops and
munis in seven northeastern
states – Vermont,
Massachusetts, Connecticut,
Rhode Island, Ohio,
Pennsylvania and New
Jersey.  This was in keeping
with the understanding that
the power was generated by
waters owned by the people
and had been financially sup-
ported by the federal govern -
ment.  

Walter Cook (VEC man-
ager from 1948-1978) along
with former Vermont
Governor and US Senator
George Aiken, considered the
grandfather of rural electric
co-operative movement, fol -
lowed the development of
the two hydro projects care-
fully. 

“We were trying to get
one cent electricity in
here,” recalled Mr. Cook
in a recent interview.  “This made everyone
smile except the private utilities, which sold
electricity to us and to all the municipal com -
panies and didn’t want anything to interfere
with their profits. 

“We testified at the Congressional hear-
ings when they were first debating whether
to get the St. Lawrence project started or not.
I had tremendous help from Arthur Packer,
the head of the Vermont Farm Bureau.  He
could see the benefit of low-cost power com-
ing to the farmers, who were his con-
stituents. The private utilities were selling us
power at 2-3 cents a kWh from their own
generation plants so they didn’t want us to
have this new cheaper source.  VEC always
had to buy power through the utilities and
this would have restructured it so that the
co-ops and municipals would have much of
their own power and not have to rely esclu -
sively on the private utilities’ more expen -

sive power.  
“I devoted a great deal of my time going

to Washington and fighting for this low cost
power.  The Friday before the contract for
the Vermont co-ops and munis to purchase
the St. Lawrence power had to be signed, I
got a copy of the CVPS proposal and I spent
that weekend analyzing it.  CVPS had rigged

it so that when you put the PASNY power
together with the supplemental power
which we would still need from the utilities,
it cost MORE than the existing CVPS con-
tract!  

“I called up Senator Aiken and explained
the situation.  He said, “I don’t believe it.
Can you prove it?’ I said I’ll be in
Washington Monday with all the proof.  I
worked straight through the weekend, got
on the plane Sunday night and was in
Washington Monday.   He set up a meeting
with the chairman of the Federal Energy
Regulatory Commission (FERC) and I got all
the figures together to justify that the costs
were too high. 

“Of course it was really something for
the hillbilly from Vermont to go to the
chairman of FERC.  He brought in
FERC’s chief engineer  and I told him the
story. He said, ‘I can’t believe it – 

I signed the authorization for that rate
increase to go through just today. I’ve got
to get that back.  What they are doing is
completely illegal.’ He declared the CVPS
contract dead.”

Preserving VEC’s share of NY hydro
In its 2001 application to renew its license

with FERC for the St.
Lawrence project, NYPA
proposed eliminating the
article included in its
1953 contract which
allowed co-ops and
municipal utilities in  the
seven northeastern states
to purchase power at
reduced costs. But after
lengthy negotiations and
a review of previous
FERC rulings against the
New York Power
Authority and in favor of
the co-ops and munis ,
NY lawmakers relented
and NYPA agreed to a
settlement with six of the
seven neighboring states
who were receiving St.
Lawrence power
(Massachusetts elected
not to settle, and eventu-
ally lost its St. Lawrence

allocation after a
FERC hearing). The
St. Lawrence settle-
ment also provides

that power sold by NYPA to those public
utilities and cooperatives be sold “at the low -
est possible price,” based on a cost of service
formula -- not at considerably higher market
prices as NYPA had argued in the license
renewal hearings.

Co-ops and munis in the six states receive
a total of  8.5 percent , or 68 megawatts, of
the St. Lawrence project’s megawatts . At
Niagara, where license renewable is expected
in 2007, seven states share10 percent of the
output or 188 MW .

According to Hans Mertens, Chief
Engineer at the Vermont Department of
Public Service, “everyone wants that ten per-
cent. To try to grab it is human, I suppose.
But it’s a federally  sponsored project.
Congress wrote a provision into the law that
the ten percent is strictly for co-ops and
munis and we believe it is protected.”

Low-cost NYPA power is allocated on the
basis of the number of residential customers
who are co-op and municipal customers in
the seven states. Citizens’ customersdid not
receive the allocation because they were cus-
tomers of a private utility at the time the
2003 contract renegotiations for St. Lawrence
power were completed.  Although the
Vermont Public Service Department did its
best to include VEC’s new members in the
St. Lawrence contract, the deadline for sub-
mitting those revised numbers passed before
VEC actually purchased Citizens’ Vermont
Electric Division last year.  When the
Niagara contract is renewed, the Citizens
Utilities members will also be eligible for
thlow-cost NYPA power.

By Nancy Crowe
Editor, Co-op Life

Great Britain’s Queen Elizabeth II and Prince Phillip motor past Vice President
Richard M. Nixon at the St. Lawrence project’s 1959 dedication.

The Niagara hydrodam is the biggest electricity producer in New York State, generating 
2.4 million kilowatts—enough power to light 24 million 100-watt bulbs at once! 
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Former Director Fred Nye Remembered

The untimely death of Fred Nye, for many years a
Director of Vermont Electric Cooperative, leaves a real
void for Williston VEC members and all who knew

him.  Fred lost his battle with melanoma and passed away at
his home, August 1.

At a time when VEC was trying to extricate itself from the
crushing weight of Seabrook debt and other unfortunate
investments, Fred brought a healthy business sense to the
Co-op’s deliberations and
helped its management
and Board of Directors to
face the future with confi -
dence and practicality.

In addition to countless
hours volunteering for
Meals on Wheels, Fred
will be remembered as a
valued member of the
Chittenden County com -
munity.   Born March 24,
1929 and educated in
Bakersfield, Fred engaged
in a successful career in
the automotive field.  He
leaves his children and his
wife, Corinne, to whom
we extend our deepest
sympathy.

On a personal note, I can attest to the good, practical com-
mon sense plus a real knack for problem solving that Fred
shared with me and other Co-op board members.

Bob Northrop
President, VEC
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