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What Is A Cost Of 
Service Analysis? 
In the electric 
industry, a COSA 
can be described as: 
A process whereby 
a utility’s costs 

are studied to determine where they are 
incurred.  The results of a COSA provides 
utilities a tool to monitor and help ensure 
that all its costs are properly accounted 
for and allocated to the specific customer 
groups, or rate classes, that incur them, 
i.e., residential, seasonal, commercial, 
industrial, agricultural accounts, et al.

As we begin talking about a cost of service 
analysis, it needs to be understood that 
there are three basic contributing factors 
to every electric utility’s costs; members, 
demand and energy.
• Members:  Providing quality electric 

service to our members is the reason we 
exist, the purpose for what we do.  Without 
members to serve, there is no need to buy 
and sell electricity; no need to o� er services 
and programs; therefore, no costs to be 
incurred and ultimately no need for Lane 
Electric.  Fortunately, that is not the case.  
� e costs we incur are directly related to 
providing you with safe and reliable electric 
service.

Not unlike other electric utilities, Lane 
Electric serves a variety of di� erent 
member groups, segments or classi� cations 
including residential, seasonal, 
commercial, industrial and agricultural 
accounts.  Each of these segments have 
di� erent wants and needs.  Each incur 
costs - some quite similar, others, very, very 
di� erent. 

A Cost Of Service Analysis.
What Is It, And How It Is Used?
The math and science behind rate design

Early in our series on “Rate Design”, we talked about a process that included both 
art and science.  This series, part 4, begins to look at and apply the math and 
science that goes into developing electric rates.  Before we go much further, it 
seems appropriate that we define a couple of terms that will be referred to in this 
series.

A Cost Of Service Analysis is a study, by customer class, of the cost of providing 
electricity. The purpose of the study is to allocate costs to different customer 
classifications and provide the basis for developing rates for these customer groups. 

Rate Design is a term used in the electric industry to denote those steps or 
principles used to plan or construct the rate schedules for the rate classes. This step 
follows the cost allocation step wherein determinations are made as to how much 
revenue to collect from each rate class. Rate design governs the relative level of the 
rate charges such as customer, energy and demand charges, block structure, and the 
components to be included in the schedules. 

A Rate Class refers to a group of members who receive similar electric service.  
Each rate class can/may be subject to a different electric rate than other rate classes. 

This month we’ll talk a bit about what a cost of service analysis (COSA) is, how 
it works and what information it provides.  First, the science, then the art, and 
finally, the design.
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Tony Toncray
Manager, Construction & Maintenance

Tony came to Lane Electric, the 
second time, in November of 
2010.  Prior to that, he spent 
thirteen years working at 
Eugene Water & Electric Board 
(EWEB) as a lineman, foreman, 
line superintendent and as a 
district engineering supervisor.

Before his time at EWEB, 
Tony actually worked at Lane 
Electric from 1994 to 1997 as a 
lineman.

He was born in Springfi eld, 
Illinois and has worked in the 
electric industry for over 21 
years.

Tony is married to his wife, 
Shelley,and they have two 
children; Kyla and Eli.

When asked about his 
greatest accomplishment, he 
quickly says, “my kids”.

When Tony’s not at the 
offi  ce, he and his family enjoy 
spending time outdoors.  Their 
hobbies include camping and 
riding ATVs at the beach.

Thanks, Tony and
welcome aboard.

Meet the team...
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• Demand is the total amount of electricity 
required to serve a member’s electrical 
needs at a speci� c point in time - a 
snapshot.  For example, if your electric 
furnace, electric water heater, lights, and a 
television are all on at the same time, they 
require, need or demand, an instantaneous 
quantity of electricity to come on and 
operate properly until they are turned o� .  
� is amount of electricity is referred to as 
demand, and is measured in kilowatts.

• Energy is the amount of electricity that an 
appliance uses over a period of time.  For 
example, when you watch television, two 
electrical components come into play; the 
demand component or, the instantaneous 
amount of electricity needed to turn the 
television on, and the energy component or, 
the constant � ow of electricity to operate the 
television over a period of time.  Energy is 
measured in kilowatt hours

What Is A COSA 
Used For? 
Generally, a cost 
of service analysis 
is used to identify 
and subsequently 

allocate costs proportionately to those 
member-segments who incur them.

As well, a cost of service analysis:
• Identi� es whether or not a 
particular group either subsidizes or 
is being subsidized, posing undue 
discrimination, on or by other segment 
or member classifications.

• Aids in the rate design process by 
providing information that will help 
determine how the co-op should/will 
recover the di� erent costs incurred by 
each of the member segments or groups.

• Provides a variety of necessary data 
used to calculate and separate speci� c 
costs incurred by each of the individual 
types of electric services on lane Electric’s 
distribution system including:

• � e total dollars invested in electric 
plant.   

• � e total dollars spent to operate 
and maintain the electric distribution 
system.

• A breakdown of all demand, energy 
and customer related costs.

• Speci� c revenue requirements 
and return rates associated with the 
operation and maintenance of the 
electric distribution system.

What Are Rate 
Classes  and 
How They Are 
Di� erent? 
Electric utility 
customers are often 

divided into five general rate classes on 
the basis of consumption patterns and 
required services. These are residential 
customers, commercial customers, 
industrial customers, agricultural 

customers, and a rate class for street 
lighting.  

Specific rate schedules apply to each 
customer class as the costs to serve these 
groups varies and are recouped differently. 

What Is A “Basic 
Charge” and What 
Is It For? 
Lane Electric’s 
(LEC) bill displays 
a line item called 

“Basic Charge”.   Similar to LEC, many 
entities, including telephone and television 
companies, have similar charges for their 
services.  

While they may use di� erent terms 
such as customer charges, � xed charges 
or a minimum charges, they generally 
cover the same kinds of things that Lane 
Electric’s basic charge covers.  

LEC’s basic charge is applied to the costs 
for billing, maintenance and service on 
power lines and equipment, transformers, 
meters, internal computer networks, 
administration, repayment of long-term 
debt and more.

Basic charges are applicable to each 
customer class whether or not a single 
kilowatt-hour is used.  A basic charge 
helps to ensure that Lane Electric’s 
distribution infrastructure stays intact 
and operational to provide reliable electric 
service to every member.

A Cost Of Service Analysis.
What Is It, And How It Is Used?
The math and science behind rate design
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Congratulations To This Year’s 
Scholarship Recipients.
Meet Our 2011 Lane Community College Scholarship Winners

Victoria Wilson
My name is Victoria 

Wilson and I am a senior at 
Crow High School.  I am 
involved in National Honor 
Society and student 
government.  I have 
participated in track and field 
and cross country for three 
years.

In the fall I will be 
enrolling at Lane Community 
College to pursue a degree in 

nursing.  Later on, I will transfer to a university to receive a 
Bachelors of Science degree.  I love caring for others and can’t 
wait to get started on pursing this great career.

Ashley Heikes
Faith, family, and helping 

people have always been an 
important part of who I am.  I 
like to care for other people 
and make them feel special. I 
was home schooled all the 
way through my education 
before attending LCC.  Setting 
goals and working hard to 
reach them is important to 
me.

After two years of prerequi-
site work, I am currently in my first year of the nursing pro-
gram at Lane Community College. After I graduate, I plan to 
stay in this community. I am currently working as a CNA at 
the hospital in order to pay for school. Receiving this scholar-
ship is an immense help! Thank you Lane Electric for your 

Lydia Huey
I am currently a senior at 

Churchill High School.  I was 
born and raised in Eugene and 
love it here!  I have been blessed 
with many opportunities and 
like to embrace them.  I am a 
part of the International High 
School, which has been chal-
lenging, but completely reward-
ing.  I have done cross country 
and track for 7 seasons total 
and have loved being on those 

teams and pushing myself in practices and races.  I work for the 
Home Show and Imagination International and enjoy those jobs 
as well. I have also had many opportunities to serve the commu-
nity.  For the past three years I have been a Mr. Lancer coordina-
tor, and my senior year I ran the whole program with another 
girl.  This raises money for the Children’s Miracle Network.  
Being a coordinator has been hectic at times, but I have learned a 
lot and have loved to give back to the community.  Another 
friend and I also started a random acts of kindness club on the 
Churchill Campus that meets once a week, which has been great.  
In my future I plan on attending Lane Community College and 
going into the Physical Therapy Assistant Program.  I want to 
enter the medical field and want to interact with and help people.  
I am thankful for the scholarship that Lane Electric has provided 
to help me achieve these goals.  I am excited for what the future 
has in store!

Leslie Coray
Though probably one of the 

very oldest students attending 
Lane Community College, I’m 
sure that I am also one of those 
enjoying school the very most.

While a full-time CNA2 
working in the nursing 
industry, a freak injury set me 
back for six months of 
recovery: in bed, in a 
wheelchair, on a knee scooter 
device, and finally leaning 

heavily on a cane. Without the blessings of some dear friends 
who cared for me and all the livestock on my small farm, I never 
would have made it through all that! Searching for a positive side 
to my injury, unable to work my physically demanding nursing 
job, I returned to school.

In 2005 I was privileged to travel with a small group to 
Rwanda and the Democratic Republic of Congo.  Going to Africa 
was hugely impactful for me. It changed the path of my life. Now 
I intend to build a career for myself serving people, especially 
children, suffering here and in Africa under the burdens of 
poverty.

Thank you Lane Electric Co-op for granting me one of the 
four scholarships! I will work hard to make you proud!







Dear Member:

Last month, I mentioned that I would talk about the importance 
of being prepared for emergencies - before, rather than after they 
happen.  Being proactive rather than reactive.

In recent months, a significant number of natural events have 
occurred causing extensive damage to areas close to home and 
across the world.  Each event makes the importance of being 
prepared evermore important.

This past Valentines Day, heavy snow fell across our service 
area causing trees to fail, damaging many power lines serving the 

McKenzie and Oakridge/Westfir areas.  Some of our members were without electricity for 
almost three days.

On March 11, an earthquake measuring 8.9 on the Richter scale triggered a tsunami that 
devastated the country and wreaked havoc with a nuclear generating facility.  Effects of the 
tsunami were felt along the Oregon Coast and caused millions of dollars worth of damage.

A wind storm hit our area on Sunday, March 13, causing far more damage than the 
windstorm in February, 2002.  Not a single corner of our territory went unscathed.  Areas 
were without electric service for almost four days.  Crews worked for a week afterward 
cleaning up the aftermath.

More recently, an article appeared in the newspaper talking about what could 
happen if Hills Creek dam near Oakridge were to suddenly fail when the reservoir was 
full - flooding, and lots of it!

Can we stop events like these from happening?  No, but we can be informed and 
prepared.  Events like these beg questions like, “Are you prepared?, What will you do?, and 
Do you have an emergency plan?”  By visiting our web site; www.laneelectric.com/outages, 
you can learn about being prepared and steps you can take to be ready for disaster when 
it hits.  

The media and emergency services advise that we prepare and plan for events 
like this before they happen.   We agree.  You might ask yourselves, “how can we 
really prepare for these things.“  By taking a few preventative steps, you can be 
prepared when events do occur.  Here are some simple suggestions you might consider:

     • Build an Emergency Preparedness kit for each member of your family.  
         • Develop and review an emergency plan that works for you.

     • Know your surroundings and determine your escape routes.
     • Be proactive.  Take actions today to mitigate risks tomorrow.
Remember the old adage, “an ounce of prevention is worth

a pound of cure.”
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Down the line

787 Bailey Hill Road / P.O. Box 21410
Eugene, Oregon  97402
O�  ce Phone:  (541) 484-1151
Website:  www.laneelectric.com
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Jeri Nelson, President
Oakridge District

Chris Seubert, Vice-President
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Loy Sparks, Secretary
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