Board of Directors
Regular Meeting

Thursday, November 20, 2025
Virtual Meeting via Zoom

Members may participate in the regular board meetings via Zoom. The first part of the meeting is reserved for
member questions and comments. For security purposes, staff will be checking Zoom identities so please use
your first and last name or you may not be let into the meeting. Please follow the protocols listed below:

e Mute yourself unless talking,

e Use your first and last name in your Zoom identity,

e Chat if you have a question/comment and the monitor will put you in the queue,

e OPALCO’s Policy 17 - Member Participation at OPALCO Meetings decorum must be followed.

The Zoom link will be updated monthly. Members can get the link to the meeting, submit any comments and
guestions in writing no less than 24 hours in advance of each meeting to: communications@opalco.com

Sequence of Events

- OPALCO Board Meeting
- Executive Session


mailto:communications@opalco.com
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Co-op Run. Community Powered.

Board of Directors
Regular Board Meeting
November 20, 2025, 8:30 A.M.*

Virtual Meeting via Zoom
*Time is approximate; if all Board members are present, the meeting may begin earlier or later than advertised. The Board President has the
authority to modify the sequence of the agenda.

WELCOME GUESTS/MEMBERS

Members attending the board meeting acknowledge that they may be recorded, and the recording posted to OPALCO’s website.
Members are expected to conduct themselves with civility and decorum, consistent with Member Service Policy 17. If you would
like answers to specific questions, please email communications@opalco.com for post-meeting follow-up.
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EXECUTIVE SESSION

Legal, Personnel, Competitive, Other
ADJOURNMENT
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ACTION ITEMS

Consent Agenda

All matters listed on the Consent Agenda are considered routine and will be enacted by one motion of the
Board with no separate discussion. If separate discussion is desired, that item may be removed from the
Consent Agenda and placed as an Action Item at the request of a Board member.

The Consent Agenda includes:
o Minutes of the previous meeting and special meeting — attached.
o Approval of New Members — attached {as required by Bylaws Article | Section 2 (d)}

NEW MEMBERS - October 2025
District 1 (San Juan, Pearl, Henry, Brown, Spieden)

ALDERTON, CHARLOTTE & HOLM, KELLY District 2 (Orcas, Armitage, Blakely, Obstruction, Double,
BAKEHORN, TERESA )

CARBON, JENNY Alegria, Fawn)

CLARK, RICHARD & ROBERTS, ELIZABETH ALLEN, SOPHIA & JOHNS, NICHOLAS

COPELAND, TODD BAYSIDE AT ROSARI, O LLC

DAOUST, STEPHEN & DAOUST, LOVELLA BLACKBERRY POINT, LLC

DIETERLE, AIMEE COOPERMAN, HILLEL

DUNCAN, CANDICE & DUNCAN, BENJAMIN HALLQUIST, JEAN

ELASIGUE, EVA HUGHES Il, CHARLES

ESTATE OF CHRISTI, NE FORD HWANG, DUCKSOON & JENKS, MARK

HOLLAN, SHAYLEE & SHULTZ, SEAN JENSEN CONTRACTIN, G SERVICES & JENSEN, BETTY
HOWARD, CASEY & HOWARD, SHANNON JOST, KRISTY

KAUFMAN, KATHRYN LAPPAS, SOPHIE

KEADLE, BILL & SULLIVAN, SUZANNE NASIATKA, ALISSA

KENNEDY, DENNIS O'CONNOR, BRITTANY

KLASSEN, BETHANY & KLASSEN, JEREMY PATEL, HIMANSHU

RESCH, CATHY & RESCH, TIM
SCHROCK, MEGHAN

SHAEFER, HAYDEN

SMITH, ALLEN & DAILEY-SMITH, SARA
WACHTER, MARY

WELLS, WILLIAM

LANCE, TIMOTHY

LINARES, ANTONIO

LOUMAGNE, MICHAEL & LOUMAGNE, DANIELLE
MACHIN, GEOFFREY & MACHIN, EMILIE
MARINKOVICH, MADELINE

MINER, CHRISTINA

NAUARRO GUZMAN, ERIK WILLIAMS, TERI

NOTAR, JULIA

0JC PROPERTIES, L, LC L.

PRIETO, ANTONIO District 3 (Lopez, Center, Decatur, Charles)
RAIMEY, DESEAN BUCKINGHAM, PIERCE

ROGERS, JESSE & DONISI, ANNA BYGRAVE, DAVID

SAWYER, KATHERINE CARTER, DMITRI

SZUBROWSKI, KANDRA DENYES ASSET MANAGEMENT Il LLC
TERRELL, SETH ELLIS, ROBB & ELLIS, KELLY
THACKER, BRENDA FENTON, CY

THORP, TREVOR FROST, AMY

MCDERMOTT, KATHERINE

PETERSON, NATHANIEL

SOUTHEND MARKET L, LC & SCHAFF / CAPPS, LAURA / ROMAN
STOVALL, LILY

TAPROOT A LOPEZ KITCHEN

District 4 (Shaw, Crane, Canoe, Bell)
NONE
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RUS Form 219
Inventory of Work Orders of projects completed from the Construction Work Plan. These forms are submitted to

RUS for approval of loan funds.

Inventory Amount Description
202509 $405,508.77 | SCADA Upgrades 2021-2024
Total $405,508.77

Staff requests a motion to approve the Consent Agenda.

USDA-RUS No funds involved may be requisitioned unless a FORM APPROVED
completed application Form 219 has been received OMB No. 0572-0015
(7 U.S.C. 901 et seq.) Exp Date: 2/28/22
INVENTORY OF WORK ORDERS 1. INVENTORY NO. 2. MONTH ENDING
202509 September-25
3. SYSTEM DESIGNATION
Instructions - Prepare 2 copies of this form. Forward 1 copy to the WAQ9
Rural Utilities Service, USDA-RD, Washington DC 20250. Copy 2 is for your records. 4. NAME OF BORROWER
For detailed instructions see RUS Bulletin 17678-2 Orcas Power and Light Cooperative
740-C S GROSS FUNDS REQUIRED DEDUCTIONS
CODE WORK ORDER z Cost Of Cost Of SALVAGE RELATING TO Contributions LOAN FUNDS
s E Construction: Removal: Improvements | Retirements in Aid of SUBJECT
4 Construc- Retire- - Improvements or Without Construction TO ADVANCE
S ® tion ment g or Repl its Repl t and Previous BY RUS
8 > @ Replacements Advances
(1) (2) (3 (4 (5) (6) (7) (8) (9)

704-1 | 2025 | Asset 362.03.002 1 405,508.77 405,508.77
0704 Total 405,508.77 0.00 0.00 0.00 0.00 405,508.77
Grand Total 405,508.77 0.00 0.00 0.00 0.00 405,508.77
SUMMARY BY BUDGET NUMBER BORROWER CERTIFICATION - We certify that the costs of construction shown are the actual costs and are reflected in the general
Budget. N{cOde C|Total accounting records. We further certify that funds represented by advances requested have been expended in accordance with the

1| 704 $405,508.77 |purposes of the loan, the provisions of the loan contract and mortgage, and RUS bulletins and the Code of Federal Regulations
1 Total $405,508.77 [relative to the advance of funds for work order purposes. We recognize that statements contained herein concern a matter within the
Grand Total $405,508.77 |jurisdiction of an agency of the United States and the making of a false, fictitious or fraudulent statement may render the maker subject
to prosecution under Title 18, United States Code Section 1001.
DATE SIGNATURE (Manager)
Foster Hildreth
DATE SIGNATURE (Board Approval)
Tom Osterman
ENGINEERING CERTIFICATION - | hereby certify that sufficient inspection has been made of the construction reported by this
inventory to give me reasonable assurance that the construction complies with applicable specifications and standards and meets
appropriate code requirements as to strength and safety. This certification is in accordance with acceptable engineering practice.
INSPECTION PERFORMED BY FIRM
Russell Guerry Orcas Power and Light Cooperative
LICENSE NUMBER SIGNATURE OF LICENSED ENGINEER
52424
RUS Form 219 (Rev. 12-13) V 18, 12/9/13

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to a collection of information unless it displays a valid OMB confrol number.
The valid OMB control number for this information collection is 0572-0015. The time required to complete this information collection is estimated to average 1.5 hours per response, including the time for reviewing

instructions, searching exsting data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.
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Minutes

Staff request approval of the minutes from the prior meeting upon review.

Orcas Power & Light Cooperative
Minutes of the Board of Directors Meeting
Thursday, October 16, 2025

Streaming through Zoom attendees were Board members Vince Dauciunas, Mark Madsen, Tom Osterman, Jerry
Whitfield, Chuks Onwuneme, Brian Silverstein and Wendy Hiester. Staff present were General Manager Foster
Hildreth; Manager of Engineering and Operations Russell Guerry; Manager of Finance Travis Neal; Communications
Manager Krista Bouchey; Manager of Member Services, Joey Wyckoff; Communications Specialist Johanna Lange;
Supervisor of Member Services, Katherine Santana, and Special Projects Office Coordinator Beth Stanford (serving

as recording secretary). Also present were Legal Counsel Joel Paisner, and consultant Jay Kimball.

Members in attendance: Nancy Loomis, Chris Wolfe, Bruce Nyden, Barbara Pesola, Marilyn O’Connor and Luis

Alvarez from Dyckman Run Club.
Meeting commenced at 8:33 AM
Member Comment Period: No Member Comments.

ACTION ITEMS
CONSENT AGENDA
MOTION was made by Silverstein to accept the consent agenda, seconded by Madsen and passed
unanimously by voice vote.
IRS FORM 990 - Staff reviewed the annual Form 990 in executive session.
MOTION was made to accept the IRS Form 990 by Whitfield and seconded by Madsen and passed
unanimously by voice vote
DISCUSSION ITEMS
Al Update — Policy 1: Functions of the Board of Directors and Policy 24: Artificial Intelligence & Records
Management — First Read
Staff gave an update around the new language incorporated in policies and the Employee Handbook to ensure
the most up to date safeguards are in place around Artificial Intelligence. Discussion ensued.
2026 Budget Power Purchase Forecast
Staff reviewed the load forecast for 2026 as a cornerstone in the overall budget. Discussion ensued.
REPORTS
Staff reviewed reports, dashboards, grant and budget tracking, ongoing cooperative-wide safety measures and
training, and projects.

Regular Session ended: 9:35 AM
Executive Session: 9:35 AM to 10:35 AM
Meeting Closed: 10:35 AM

Vince Dauciunas, President Tom Osterman, Secretary-Treasurer
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Special Retirement to Uncollectable Accounts

On an annual basis and prior to the general retirement, staff performs a special retirement to delinquent member
accounts to partially collect unpaid balances by offsetting with capital credit balances. Staff has transferred
delinquent inactive accounts to an uncollectable account (UA) status. The next step in this process is to
proportionately apply previously allocated member capital credits to UA balances.

It is important to note that our billing software ‘flags’ accounts and associated capital credit payment processes
when member accounts are transferred to the status of uncollectable. When staff processes the year-end check
run to pay allocated member capital credits, our software will first pay uncollectable account balances before
issuing a capital credit check for any remaining balance.

Staff is requesting that $6,185 of member capital credits be applied to UA balances. The member capital credit
allocation transfers are as follows:

Capital Credits Applied to UA Balance $6,185
Discounted Capital Credits Remain in Equity 42,309
Total Capital Credits Retired $48,494

Staff recommends the board make a motion to approve the use of member allocated capital credits to reduce
and/or offset individual member delinquent UA balances as referenced in the Capital Credit /Bad Debt Payment
Program report.

General Retirement of Capital Credits

The purpose of this memorandum is to obtain Board approval to fund the general retirement of capital credits.
Staff are continuing with the concept of smoothing, whereby we fund the remaining unretired balance as follows.

Year (% of unretired) Retirement Projected Checks
2000 (~100%) $965,932 ~$724,449
2001 (~49%) $534,068 ~$400,551
Total $1,500,000 ~$1,125,000

Please note, the difference between the Retirement and Projected Checks above are individual members who in
most cases have inactive accounts, moved out of the service territory, and have not updated their contact
information.

This will continue our 25-year retirement rotation and capital credit retirement smoothing methodology
established by the board in December 2017. As a reminder, smoothing the annual general retirements produces a
predictable schedule that will allow us to not only stay ahead of the 25-year retirement schedule, but also avoid

fluctuations in margins, cash and equity stemming from capital credits.

Staff is requesting a motion to approve the payment and retirement of capital credits as outlined above.
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Subsidiary Action (Rock Island Communications) CoBank Loan
Guarantee Increase

On November 20, 2025, the OPALCO Board of Directors will have a work session to review Rock Island business and
the 2026 Budget, including a discussion about increasing the OPALCO Loan Guarantee with CoBank as discussed in
executive session. Staff request that the Board go into Executive Session for discussion. After discussion in Executive
Session, return to Regular Session to make a motion to approve the increasing of the OPALCO Loan Guarantee with
CoBank.

Al Update- Policy 1: Functions of the Board of Directors and Policy

24: Artificial Intelligence & Records Management - Final Read

Four OPALCO Board Members attended the 2025 PNGC Annual Meeting. One session focused on Artificial
Intelligence (Al) and the recommendation was to review and implement an Al Policy. As Artificial Intelligence (Al)
continues to advance rapidly, it is becoming increasingly sophisticated and powerful. To ensure OPALCO uses these
technologies responsibly and in alignment with our mission and objectives, guidelines have been developed to
govern the use of generative Al within the organization. These guidelines also help mitigate potential legal and
privacy risks associated with Al use. Al safeguards include protecting: legal, proprietary, IT, privacy, and other
internal documents. As part of the 2024 Cybersecurity Grant, OPALCO implemented an internal Al policy in the
Employee Handbook to direct appropriate usage of Al. OPALCO will update the following Al policies and the
Employee Handbook to ensure the most up to date safeguards:

e Update to Board Policy 1: Functions of the Board of Directors
e Update to Board Policy 24: Artificial Intelligence and Records Management
e Update OPALCO Employee Handbook (see Executive Session appendix)

Staff have already incorporated these guidelines into the Employee Handbook (see Executive Session appendix)
and are now proposing corresponding updates to Policy 1: Functions of the Board of Directors, and Policy 24:
Artificial Intelligence & Records Management to reflect and reinforce these standards at the policy level.

Staff requests a motion to approve the following policy additions as outlined above and found below.

ORCAS POWER & LIGHT COOPERATIVE
POLICY 1
FUNCTIONS OF THE BOARD OF DIRECTORS

Preamble

This policy is the responsibility of the Board and it may only be changed or amended by the Board.

Board Governance policies are intended to define the Governance activities of the Board of Directors and their
functioning within the Organization.

Board-authorized documents such as Mission and Values Statements and Strategic Directives will provide further
guidance and instructions to the Organization.

1.1. BOARD ETHICAL STANDARDS
The Board may neither cause nor allow any Organizational practice or event that is imprudent or unethical,

or that could damage the short-term or long-term viability of OPALCO.
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CONFIDENTIALITY

Directors are entitled to reasonable access to Organizational data and information.

Directors are required to keep confidential all matters involving the cooperative that have not been

disclosed to the public. Information received by a director shall not be disclosed to any other persons unless

the director reasonably believes that he or she must do so to fulfill his fiduciary duty.

DATA PRIVACY AND SECURITY

Directors have the option for an OPALCO provided mobile device such as an iPhone, iPad and/or Android

for use. To prevent unauthorized access, devices must be password protected using the features of the

device. A device must lock itself with a password or PIN when idle. If a device is lost or stolen, alert OPALCO
management within 24 hours who will alert OPALCO’s Technical Service team. OPALCO Directors are
expected to always use his or her devices in an ethical manner.

DIRECTOR CONDUCT

Regardless of any personal differences, directors are required to:

1341.4.1. Foster an environment where expression of individual experience, expertise and point of
view shall be encouraged where relevant to the discussion at hand.

1321.4.2. Demonstrate mutual respect and allow opportunity for every other director to be heard
on any matter being considered by the Board.

1331.4.3. Publicly support decisions of the Board except in extraordinary circumstances where the
director can demonstrate that a decision or action will bring harm to the cooperative or threaten
the cooperative’s survival.

13-41.4.4. Refrain from revealing to persons other than directors, the General Manager, or the
cooperative’s attorney any differences of opinion among directors on matters considered and
acted upon by the Board. (This standard does not preclude fair and accurate publication of such
differences to the cooperative’s members in relation to contests for director elections or other
matters to be voted upon by the members. Nor does it impinge upon a director’s right to dissent
and to have his dissenting vote recorded in the minutes.)

13.51.4.5. Recognize that personal notes taken during meetings are legally discoverable unless
intended to be and identified as Attorney/Client Privileged communications.
1.3.61.4.6. Directors shall not create a hostile environment in which to perform their duties. Directors

are committed to helping management provide a workplace free from discrimination in all forms,
and providing an atmosphere at board meetings that are free of harassment in any way.

CONFLICT OF INTEREST DISCLOSURE

Board members are required to disclose any potential conflict of interest with regard to ongoing or specific
transactions on any matters before the Board and shall attest that they have no material undisclosed
conflict of interest situations in writing annually, consistent with the Bylaws and all policies related to
conflicts of interest. The Board has established conflict of interest policies in Policy 23.

BOARD MEMBER QUALIFICATIONS

Board Member Qualifications are defined in Bylaws Article Ill: Directors, Section 2: Qualifications.
Additionally, and consistent with the Bylaws, OPALCO strives to cultivate a diverse and well-rounded board
of directors and with members who bring expertise in any of the following industries: engineering, utilities,
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legal, insurance, technology and communications, environmental, financial, outreach and education,

community development, natural resources, human resources and construction, among others.

BOARD MEMBER DUTIES AND RESPONSIBILITIES

Board service requires a significant commitment of time during and outside of monthly board meetings.

16-11.7.1. Board members shall be competent to sign legal contracts and shall exercise their best
business judgment in performing their duties as Directors.

1.621.7.2. Board members are required to attend Board meetings as specified in other governing
documents and to travel and perform other reasonably required duties in a safe and competent
manner.

1.631.7.3. Board members are expected to dedicate time outside of board meetings to review board
materials on a monthly basis.

1.6:41.7.4. Board members are required to complete an initial orientation conducted by the Board

President and General Manager within 45 days and are encouraged to achieve NRECA Credentialed
Cooperative Director status or equivalent within 24 months of first election to the Board.

1.6.51.7.5. Board members are required to complete one or more relevant educational sessions
during each additional three years of tenure.
1.6.61.7.6. Board members are encouraged to attend conferences and other activities designed to

improve their skills and knowledge. The expenses of enrollment and attendance at Board training
programs are paid by the cooperative. Board training programs shall be conducted within the
confines of an annual budget established by the Board of Directors for this purpose.

BOARD POLICIES AND STRATEGIC DIRECTIVES

1741.8.1. The Board shall whenever possible formally and explicitly express the Board’s expectations
and standards regarding General Manager, Board, and Organizational performance.

1721.8.2. Board Policies shall address matters that are expected to be permanent and pervasive in
nature and define the limitations imposed on the General Manager and the Cooperative.
1731.8.3. Board Strategic Directives shall address matters that may be impermanent in nature,
address specific circumstances, may terminate when complete or rendered obsolete by changing

circumstance and provide guidance in addressing the goals and objectives of the Cooperative.

1.741.8.4. Any Board member may propose a new policy or amendment to a current policy.

1.751.8.5. All Board Policies and Strategic Directives shall be maintained up to dateina format that
is available to every Board member,

1.7.61.8.6. The Board shall review its own Policies and Strategic Directives for relevance,

appropriateness and benefit to OPALCO at least annually.
STRATEGIC PLANNING
The Board shall set the Cooperative’s mission and purposes, engage in strategic planning on a regular basis
and produce Strategic Directives, to be reviewed and updated at least annually.

191.10. OVERSIGHT

The Board shall provide oversight including the adoption of policies and monitoring for compliance with
legal and regulatory requirements as well as the adequacy of internal controls, primarily through
appropriate use of Auditors and Legal Counsel. The Board shall also oversee any subsidiaries of the
Cooperative. Such oversight shall include regular updates from the General Manager, financial
performance review, business plan and strategy review, review and approve debt increases, and
consistency with overall Strategic Directives.

1:101.11. BOARD INTERACTION WITH AUDITORS
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The Board shall approve an engagement agreement for annual audit services to be provided to the
cooperative that:

410611.11.1. Requires pre-approval by the Board for all services to be provided by the audit firm.
410621.11.2. Sets out the scope of the audit, its objective and purposes, and deadlines for work to be

performed.
410631.11.3. Specifies all fees to be paid for all audit, audit-related and tax work provided by the audit
firm.

410641.11.4. If a multi-year agreement, provides for regular rotation of the lead audit partner.
441451.11.5. Complies with all RUS Policies and/or other applicable regulatory standards on Audits.
1111.12. BOARD INTERACTION WITH LEGAL COUNSEL

The Board shall:

4+41311.12.1. Make all decisions regarding retaining, employing, and discharging attorneys for the
cooperative.

4+34121.12.2. Reaffirm that the attorney represents the cooperative and does not represent individual
directors, officers, employees, or members or affiliated entities of the cooperative, unless the
Board consents to such representation and the attorney has complied with applicable conflict of
interest requirements.

441431.12.3. Require the attorney to keep the Board and the General Manager informed of matters for
which the attorney is providing legal services.

414141.12.4. Require the attorney to report evidence of any actual or intended material violation of law
or material breach of duty that would likely cause substantial harm.

44151.12.5. Oversee the election process on behalf of the Board of Directors consistent with the
Bylaws, Policies and adopted Guidelines, and assist management, and the Election Governance
Committee as necessary to ensure a full and fair election for board positions and any proposals
offered by the membership or otherwise.

1:121.13. BOARD NOMINATIONS AND THE ELECTIONS & GOVERNANCE COMMITTEE

Nominating the best qualified Directors is essential to OPALCO and its members. To oversee the

recruitment of strong Director candidates, the Bylaws have established an independent Elections &

Governance Committee (EGC). The EGC serves to independently identify, interview and recommend to the

Cooperative’s membership high quality candidates to run for election to the Board of Directors. The Bylaws

require that the EGC is made up of a representative group of members, preferably three from each of

three districts as defined by the San Juan County Council. To foster independence, no current Director or

Officer of the Cooperative may serve on the EGC, nor may any current employee of the Cooperative or its

subsidiary serve on the EGC. The Board of Directors shall use its best efforts to ensure that the EGC has a

full membership each year. This policy does not supersede any requirement in OPALCO Bylaws or Articles

of Incorporation, or other applicable state or federal requirements.

Elections & Governance Committee Purpose
To facilitate the ability of the membership to elect board members who are most qualified and appropriate
to serve in the best interests of OPALCO as a member-owned non-profit cooperative. The EGC will:

44211.13.1  Actively cultivate qualified candidates on an ongoing basis to fill upcoming board positions.

44221.13.2 Review candidate qualifications based on the ideal collective criteria for the Board as a
whole and consistent with the bylaws.
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44231.13.3. From time to time, at Board’s request, make recommendations to update elections, Board

compensation and governance policy.
1+14241.13.4. Work with the General Counsel to determine whether Candidate Applicants satisfy the
qualifications to be eligible for election as a director, as established by the Bylaws.
44251.13.5. Recommend a slate of Qualified Candidate Applicants
442.61.13.6. Announce the election results at the Annual Meeting
1:131.14. GENERAL MANAGER
The Board selects the General Manager, and regularly evaluates performance, and sets his compensation.
443-11.14.1. Board Interaction with General Manager
4431411.14.1.1. The Board will direct the General Manager to achieve specific results
within the restraint of specific limitations. He is authorized to make all further decisions,
take all actions, and establish all practices to achieve these specified results that do not
transgress the limitations imposed.
143121.14.1.2. The Board may change its policies and thus the expectations or limitations
imposed on the General Manager. So long as any particular delegation is in place, the
Board members will respect and support the General Manager’s choices.

4431431.14.1.3. All Board authority, that is delegable, is delegated through the General
Manager. The General Manager is to be considered the only employee of the Board.

143-141.14.1.4. Only decisions of the Board acting as a body are binding upon the General
Manager.

343-351.14.1.5. Decisions or instructions of individual Board members, officers, or

committees are not binding on the General Manager except in circumstances where the
Board has specifically authorized such exercise of authority.
143.1.61.14.1.6. In the case of Board members requesting information or assistance
without Board authorization, the General Manager can refuse such requests that require
in his judgment a material amount of staff time or funds or are disruptive.
443:21.14.2. General Manager Relationship Review
The Board shall ensure that the General Manager knows and understands the expectations and
limitations it has placed on discretionary decision making. These expectations and limitations shall
be identified in approved policies or directives. Such policies and directives shall be used as the
foundation for the annual appraisal of the General Manager’s performance.
1:141.15. BOARD SELF-EVALUATION
The Board shall complete an annual self-evaluation of its performance and accomplishments in relation to
the goals and mission of OPALCO, to confirm its compliance with all relevant policies and procedures, and
to review its working methods and contribution to OPALCO.
4:151.16. BOARD SUBCOMMITTEES
Due to the size and nature of the Board as stated in the bylaws, subcommittees are to be minimally used.
44511.16.1. Board subcommittees will be formed, defined, controlled, and dissolved by action of the
Board;
445:21.16.2.  Authority of any subcommittee will be limited to reporting findings to the Board, unless
specifically authorized by the Board. No action may be taken by a subcommittee unless authorized
specifically or in general by the Board,;
44531.16.3. Board member participation in any subcommittee will be determined and controlled by
the Board. There will be no more than three Board members on any subcommittee;
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44541.16.4. Employee involvement with a subcommittee will only be with the agreement of the

General Manager;
445.51.16.5. The General Manager shall be kept informed of the work of the subcommittee;
445.61.16.6. Communications with employees will be copied to the General Manager.
445-71.16.7. Purpose may include a review of methods, plans, or results, propose solutions, strategic

directives;
4145-81.16.8. Duration of the subcommittee shall be at the pleasure of the Board.
1:161.17. REMOVAL OF DIRECTORS AND OFFICERS

41611.17.1. The Bylaws provide for a process whereby a Board member may be removed in Article Ill,
Section 6(b). The Board may adopt procedures that provide for a fair hearing and review of any
allegations brought against a director, as long as such procedures are consistent with the Bylaws.

446:21.17.2. The Board of Directors may adopt a process that will allow a full and fair discussion of any
motion made to remove a sitting director based upon disorderly conduct, harassment of any kind
toward other directors, Cooperative staff or members, or actions that will inhibit the orderly
conduct of Cooperative business. This process may include adoption of relevant rules from
Robert’s Rules of Order that the Board may deem applicable, or any other similar process rules that
serve to implement the Bylaws as well as provide a fair hearing on the motion to remove.

1:171.18. BOARD MEETING RULES AND CONDUCT

The Board recognizes the importance of utilizing its time in a manner that is conducive to carrying out the

responsibilities entrusted to it by the membership. In order to provide a respectful environment, and be

able to effectively conduct business, the Board adopts and incorporate the following procedures adapted
from Robert’s Rules of Order 11th Edition “Procedures in Small Boards.” These procedures are meant to
facilitate open, fair and respectful discussion of all matters coming before it.

414711.18.1. The President of the Board of Directors shall preside as Board Chair at all meeting of the
Board of Directors. In the President’s absence, the Vice President shall preside at the meeting of
the Board of Directors.

1147-21.18.2. Before speaking on any topic coming before the Board of Directors, the Board Chair shall
recognize the Board member seeking to speak or make a motion.

4+3731.18.3. All motions must be seconded.

11741.18.4. At the discretion of the Board Chair, a time limit may be set for each Board member to
speak to a motion. Upon expiration of the time, the Board Chair will announce said expiration, and
recognize other Board members seeking to speak. The Board Chair may declare a total amount of
time for discussion of a motion. Motions to close or limit discussion and proceed to a vote will be
entertained.

44751.18.5. The Board may engage in informal discussion even while no motion is pending before it.
The Board Chair may declare a total amount of time for the discussion of a topic. Board members
may choose to make a motion to extend discussion time if so desired.

41761.18.6. In order to facilitate discussion, the Board Chair shall refrain from speaking to a motion
until other Board members have spoken. In addition, the Board Chair shall vote last on any motion
before the Board and shall refrain from offering any motions.

1:181.19 STANDARDS FOR USING ARITIFICIAL INTELLIGENCE

Directors are strictly prohibited from using an approved Artificial Intelligence (Al) system in a manner that
has potential to harm individuals, discriminate, or violate privacy or other applicable laws. Examples of
permissible use for Al include, but are not limited to:
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e Using Al to independently create or finalize work that involves current or potential new intellectual

property (IP) for OPALCO without human review and verification. Al tools may be used to assist in
drafting or research, but all such work must be carefully reviewed, edited to ensure accuracy and
protect intellectual property rights.

e Inputting any sensitive, confidential, protected, or proprietary cooperative information into public
Al platforms, tools, or APIs (including those that may use submitted data to train or improve large
language models).

e Inputting any other confidential, protected, proprietary, or sensitive data into Al systems not
explicitly approved for secure, internal use.

44811.19.1  Data Privacy and Security: Data used to train and operate Al systems must be handled and
in compliance with applicable laws, regulations, and rules to prevent unauthorized access or
disclosure. Directors shall not input confidential, proprietary, including member information, or
other OPALCO data into Al systems like ChatGPT, Google Gemini, or other third-party services.

44821.19.2 Transparency: Al systems and models developed internally must be transparent and
explainable, especially when making decisions that impact individuals or operations.

438:2141.19.2.1 OPALCO Directors will avoid the use of “black box” models that lack
transparency when contracting with potential vendors. A “black box” model is a
system that does not reveal any information about its internal workings or is so
complex as to not be easily interpreted by humans.

44831.19.3 Intellectual Property: Directors shall not use any Al outputs that include unauthorized use
of protected intellectual property, such as copyrighted or trademarked materials, including
member information, that could expose OPALCO to legal liability.

4483-11.19.3.1 Directors shall not input any information into Al systems with any of
OPALCO’s intellectual property, including, but not limited to, copyrighted
materials, publications, trademarks or logos. This includes intellectual property
licensed from third parties that restricts its inputs into an Al system.

448.3:21.19.3.2 If a Director is uncertain about using Al impacts intellectual property
rights, the Director shall consult with our legal counsel.

44841.19.4 Review: This policy will be reviewed periodically and updated as needed to reflect changes
in technology, regulations, or business practices.
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OPALCO POLICY 24
ARTIFICIAL INTELLIGENCE & RECORDS MANAGEMENT

GOALS AND OBJECTIVES

The purpose of this policy is to ensure the reasonable and good faith retention of all records created by
or under the control of the Cooperative, whether paper or electronic, that are necessary or advisable to
retain for: business operations; historical value; accounting, audit, tax and financial purposes; compliance
with applicable law; possible future use in litigation involving the Cooperative; and possible future use in
an official proceeding or governmental investigation, audit or other matter.

As technologies evolve, including the increasing use of generative artificial intelligence (Al), the
Cooperative recognizes the need to manage and retain information created, modified, or supported by Al
systems with the same care and accountability as all other records. In accordance with Employee
Handbook the generative artificial intelligence acceptable terms of use that specifies employees must
ensure that any Al-generated or Al-assisted work aligns with the Cooperative’s mission, data privacy, and
intellectual property standards. Such records, when used for business or operational purposes, are
subject to the same retention, review, and destruction requirements outlined in this policy.

Other records, which are not necessary to retain for these reasons, shall be destroyed in accordance with
the guidelines set forth in this policy. All other information that is not a record should be discarded after
it has fulfilled its purpose to avoid the unnecessary expense and effort that would be required to
preserve it. A legal hold notice shall be issued when it becomes necessary to preserve a record or other
information otherwise scheduled or due for ordinary and appropriate destruction in accordance with this

policy.

POLICY

Records of the Cooperative, which may be in electronic or paper form, shall be retained in accordance with
these guidelines. Records that do not need to be retained shall be destroyed after the requisite retention
period, if any, has passed. A log or other documentation of records destruction may be created to track
compliance and assist in evaluating the effectiveness of this policy. Pending or potential litigation,
governmental investigation and other circumstances may require a “hold” or suspension of regularly
scheduled destruction of records or other information. Employees will be promptly notified of any such
hold by the General Manager. The format of the hold notification is shown in the appendix to this policy.

DEFINITIONS FOR PURPOSES OF THIS POLICY
The following terms will have the meanings provided in this section:

24.3.1 Active Data/Records — electronic or paper records and information that are
presently in use, are less than two years old, or are immediately accessible to users.

24.3.2 Archival Data/Records — electronic or paper records and information that are not

directly accessible to users, but which are maintained long term and accessible with
some effort.
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24.3.3 Backup Data/Records — electronic or paper records and information that are not

presently in use and which are routinely stored on portable media (e.g. disks,
magnetic tape) and/or off-site and are a source for disaster recovery.

24.3.4 Distributed Data/Records — data living on portable media or “non-local”
devices (e.g. PDAs, BlackBerrys, employee home computer, application service provider,

ISPs). Most is probably “active” data.

24.3.5 ESI - “Electronically Stored Information” — any file, document, data, image,

database, etc. that is stored on a computing device or electronic media, including but not
limited to servers, computer desktops and laptops, cell phones, hard drives, flash drives, PDAs
or BlackBerrys, CDs or DVDs, floppy disks, and magnetic tapes.

24.4

24.3.6 Legacy Data —information which has retained some importance or usefulness to OPALCO for a
period of time but has been created or stored by the use of software and/or hardware that has
subsequently become obsolete or been replaced (“legacy systems”).

24.3.7 Record — A “record” is any information (paper or electronic) recorded in a tangible form
that is created or received by OPALCO and documents some aspect of its operations. A
record has some enduring value to OPALCO that merits its retention for some period of
time. Records include original and copies of contracts and other legal documents, memos,
reports, forms, checks, accounting journals and ledgers, work orders, drawings, maps,
images, photographs, and may be found in various electronic or machine-readable
formats, including without limitation, CD-ROMs, DVDs, tape recordings, voice mail
messages, e-mails, microfiche, web pages, computer and other electronic files.

24.3.8 Other Information/Data — “Other information” or “data” is any other material that is of a
transitory nature, that after serving its limited purpose or being transferred to a more
permanent form, or being incorporated with other record material, OPALCO has no need
to retain such information except in the event of a legal hold. Some examples are: notes,
drafts, routine correspondence, informational or courtesy copies, extra copies of filed or
preserved records, and emails containing non-record information (such as scheduling or
logistics information, thank you notes, etc.).

RETENTION OF RECORDS

Records shall be indexed and retained in a manner that ensures their easy accessibility. Records shall be
maintained for as long as the period stated in the schedule appended to this policy, which schedule is based
on the minimum periods required by applicable state or federal law and necessity for ongoing business
purposes. The retention schedule will be reviewed periodically and amended as needed to reflect changing
legal requirements, business needs or evolving practices. Fhe-Manager-of Finance-and-Member Services
Management shall be deemed Records Coordinator and responsible for supervising all of OPALCO’s
retention practices and procedures and ensuring that appropriate internal controls are implemented.
Paper and electronic records and other information shall be maintained in the formats and/or media and
at the locations provided in the master index, which media shall ensure a life expectancy that, at a
minimum, preserves the records for as long as specified in the schedule. All records that require transfer
to storage media that is different from the media in which the document was originally created or is being
maintained requires documentation of the transfer and verification for accuracy.
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Destruction of Records & Other Information

Unless a legal hold is in effect, destruction of records shall occur within six months after the time period
stated in the schedule has been met. Other information should be discarded as soon as practical after it
has served its purpose unless subject to a legal hold.

Destruction may occur by the following acceptable methods:
24.5.1 (Paper)

] Recycling or trash if no sensitive, personally identifiable or confidential information is included
Ll Shredding, burning, or pulverizing if sensitive, personally identifiable or confidential information
is included

24.5.2 (Electronic)

Ll Deletion of records and data on shared network files, computer desktop and laptop hard drives,
including personal copies

Ll Deletion of distributed data/records on peripheral devices and portable storage media (e.g. PDAs,
memory sticks, CDs, floppy disks, etc.)

Ll Erasing or recycling of magnetic tapes

SUSPENSION OF DESTRUCTION/ “LEGAL HOLD”

A legal hold is the process for suspending the destruction of records and other information that becomes
necessary for OPALCO to preserve. A legal hold may need to be issued for various reasons, such as:

] A complaint is filed against the Cooperative

] A credible threat of litigation has been received by the Cooperative

] A discovery request is received

] A records preservation order has been issued

] A subpoena has been served on the Cooperative

] A governmental, regulatory or law enforcement agency has instituted an investigation

] An event has occurred that resulted in death or serious bodily injury

] A circumstance has arisen that is likely to cause the Cooperative to file a lawsuit against someone
or some entity

] An employee has made a complaint/allegation/report regarding a violation of law,

Cooperative policy, or other improper conduct prompting an internal investigation

If a staff member of OPALCO receives any such complaint, request, subpoena or inquiry, he or she should
immediately submit it to the General Manager. Following consultation with legal counsel, a determination
will be made regarding the need to preserve records. If such a need is determined to exist, then the
attorney will issue a legal hold notification in the form appended to this policy.

The legal hold requires the preservation of all records and other information detailed in the legal hold
notice. With regard to electronic records and information, all such active, distributed and archived
materials must be preserved. Back-up tapes that only contain records or other information redundant to
that which is being maintained as active or archived data, will be recycled or destroyed in accordance with
the Cooperative’s regular back-up tape policy/practice.

If a computer or peripheral device (e.g. BlackBerry, external disk drive, etc.) has stored on it records or

other information subject to the legal hold, then any scheduled replacement of that computer or device
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must be suspended until the stored materials on such computer or device are copied to a secure medium

before the computer or device is taken out of service. Such steps must be documented (in a hardware
replacement, IT maintenance, or other log) noting the dates of such copying and the equipment
replacement, the person responsible for the copying and replacement, and the location of the copied
materials.

24.7  ARTIFICIAL INTELLIGENCE SYSTEMS AND RECORDS
OPALCO recognizes that Al tools may be used to create, process, or analyze information. Any date,
content, or output generated by Al systems shall be considered part of OPALCO’s electronic records and
is subject to the same retention, security, and destruction requirements outlined in this policy.

Employees must not input confidential, proprietary, or personally identifiable information, including
member information, into external or unapproved Al tools. Any Al systems deployed for Cooperative
business must be approved by Management to ensure data security, accuracy, and compliance with

applicable laws and Cooperative policies.

Documentation of Al use including prompts, data sources, outputs, and human review or validation
should be retained as supporting records when the Al output contributes to a business decision, official
communication, or member record.

24-724.8 COMPLIANCE & QUESTIONS

Every employee, director and agent of OPALCO is required to comply with this policy. Training will be
provided as needed to ensure that everyone subject to the policy is familiar with its provisions and
understands the specific responsibilities and tasks associated with carrying out the policy. Periodic
compliance audits and testing of retention, legal hold, and destruction procedures will be undertaken at
the direction and supervision of the Records Coordinator. The General Manager shall make periodic
reports to the Board of Directors regarding overall compliance.

Questions about this policy should be directed to the Records Coordinator.
24-824.9 REPORTING OF SUSPECTED NONCOMPLIANCE
Should any employee, director or agent of OPALCO become aware of information indicating that a person

responsible for the retention or destruction of records is not in compliance with this policy, such
information shall be promptly reported to the Records Coordinator.

24-924.10 POLICY REVIEW
A review of this policy will take place at least annually, at which time amendments to the policy may be
made as necessary.

Effective Date:

Foster Hildreth, General Manager
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OPALCO Budget 2026

Attached please find our 2026 Budget Presentation. With a slight decrease from last year’s projections, staff is
recommending a 5% average rate increase for the 2026 budget year and forecasting 5% over the following four
years. Staff is recommending that our 2026 budget revenue increase from $39.9M (projected 2025) to $43.2M to
meet our financial, operational and capital project commitments. The projected figures for the years 2027 through
2030 are for reference only, as future years will be reviewed annually during our normal budgeting process. We
are entering into a capital intensive 15-year period whereby major infrastructure replacements (transmission
submarine cables, substations, etc.) are aging out and need to be planned for. While the 2026 budget projects a
5% rate increase annually through 2030, future year figures will need to be adjusted based on investigations to be
conducted in 2026. The fundamental grid reliability statistics in our region are expected to be challenged in the
next decade, please refer to the following for more information: https://www.opalco.com/why-local-generation-
is-important-part-1-of-3/2025/01/. Future budgets need to reflect a drive towards helping prepare our
membership and Cooperative for these future conditions.

OPALCO had very high statistics for power reliability throughout 2025 (99.94%) as we continue to future proof the
power grid throughout the islands. Upgrading major substations like we did with the Friday Harbor Substation last
year and have begun planning for the Eastsound Substation, will enable OPALCO to meet predicted load growth
and create increased redundancy. The first quarter of 2026 is expected to be a cold weather period. The 2026
budget load forecast is that OPALCO is expected to sell more power which will keep the rate increase at 5%.

In 2025, OPALCO did a detailed study of our rates to make sure the way we bill members is fair and follows
cooperative principles. Several changes are being recommended for 2026 rates. These changes are designed to
give members more transparency about where their money goes and to keep our co-op financially strong as costs
continue to rise. These are changes the board approved after the cost-of-service study:

o Fixed Charge Breakdown: Your bill will now show how the fixed monthly service charge is used. It covers
important areas like linecrew and system maintenance (34%), grid infrastructure such as submarine cables
(33%), business administration costs like member services, billing, insurance and IT (33%).

e Stability in Energy Costs: Instead of being tied only to power costs, the “energy charge adjustment” will
reflect OPALCQO’s overall operating margin. This change helps protect members from big swings in power
prices, inflation, or other expenses.

e Shifting How Costs Are Shared: Right now, most of OPALCO’s revenue comes from the per-kWh charge. The
study showed it’s fairer to spread more costs into the fixed monthly charge. Over the next few years, OPALCO
will consider gradually moving from about 27% of revenue coming from the service charge to closer to 39%.
This means a slightly higher monthly service charge but lower per-kWh rates.

o Peak Demand Information: Bills will include a new line showing your highest energy use in the month (your
“peak demand”). For now, this is just information—no extra charges will be added in 2026.

o Fees for Larger Services: Most homes won’t see a change, but if you have a larger-than-standard meter, there
will be a small monthly fee ($10 for 400-amp service, $20 for 600-amp or more).

These updates are about fairness, transparency, and helping members understand how their energy dollars are
used.

The revenue required to meet our financial obligations is broken up evenly into three categories as follows:
e Power Costs: Rising by ~9% when incorporating all cost factors including TIER 2 pricing
e labor Costs: Continual annual increases based on the union contract
e (Capital & Interest Costs: High inflation and rising interest rates
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Most expense categories are rising. This is driving higher power bills for OPALCO members for 2026 and into the

foreseeable future. OPALCO will continue to encourage members to utilize our on-bill financing program, Switch It
Up, to encourage beneficial electrification and conserve energy which will help members save money on their rising
bills and save energy for the planet.

OPALCO also needs to prepare for upcoming challenges:
e Financially intensive capital projects (submarine cable replacements and substation upgrades)
e Increasing cost of power in our region due to legislative mandates
e Regional reliability challenges and carbon mandates
e (Climate change driven weather volatility
e NIMBY sentiments making it difficult to get renewable energy projects completed
e Load growth due to electrification of heating and transportation

The OPALCO team is positioned to face these challenges with a strong and committed Board of Directors, leadership
team, and staff.

2026 Focus

The Island Way Campaign will continue to tell the big regional story and to inspire the membership to get involved
as we work towards balancing carbon mandates with reliability. Communication efforts will continue to engage
members on conservation, renewable energy, beneficial electrification, and the importance of a reliable energy
future.

OPALCO has a strong internal culture, and the next generation of employees are here and ready to take the
company forward. OPALCO has 4 lineworker apprentices working towards full journeyman lineworker status.
Staffing levels were 46 employees through 2025 due to unexpected departures and due to the highly competitive
environment for qualified line workers among electric cooperatives. OPALCO filled five open positions in 2025 and
expects to fill three more vacancies in 2025 to bring the total FTE up to 49. With housing scarcity and inflationary
cost of living challenges, hiring has been difficult. OPALCO has begun planning for worker housing to be developed
on the back lot of the Eastsound headquarters and will continue exploring options in 2026 to address employee
hiring challenges.

Inflation is driving escalating expenses in the budget: supply chain issues, rising cost of materials and hiring costs
are all contributing to a higher cost of service for the same level of system reliability.

OPALCO is committed to programs that help its most vulnerable members keep up with the rising cost of power.
With a $7.50 increase to the Energy Assist bill credit amounts, the 2026 Budget once again offsets the rate increase
and rate structure change for our most financially at-risk members. Additionally, OPALCO will continue to support
and promote Project Pal for low-income members.

The 2026 budget continues to align our operations to the mission statement of providing safe, reliable, cost
effective, and environmentally sensitive utility services. This budget prepares OPALCO to meet the marks set out
in our energy road map:

e TODAY: Make the most of our available resources. Incentivize transitioning to all electric homes and
allowing the membership to install energy efficiency projects through the Switch it Up program. Reduce
members’ total energy budget through electrification of transportation and heating.

e TOMORROW: Increase local resilience. Leverage the dynamic grid and encourage member participation in
reliability through investing in personal back-up storage and generation. Prepare for grid parity when
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renewables (local and regional) will be less expensive than our mainland power provider. Explore demand
response programs to reward time of use and peak shaving technologies.

e FUTURE: Give members more control. With the devices and connections OPALCO and Rock Island facilitate,
members will participate more actively in making decisions about their power usage in response to real
time price signals and demand response. OPALCQO’s system must evolve to include the equipment,
automated control and power supply capacity necessary to manage full adoption of EVs, local distributed
power generators and battery storage units — as well as smart home appliances and devices.

The 2026 budget includes some key capital projects:

Decatur Solar Project (on Decatur Island) delayed due to the San Juan County permitting process
Eastsound substation transformer purchasing

Eastsound substation battery project

Continue replacement of URD distribution and transmission poles

Right-of-way clearing continues to be top priority throughout the County to safeguard our service
territory against wildfire risk

The rate increases forecast for the next four years must reposition the Co-op's equity for major capital projects on
the horizon including several costly submarine cable replacement projects. The rate structure change that was
approved in 2025 will continue to be phased in future years to align revenue needs with fairly allocating costs to

the members.

Staff recommends the Board make a motion to approve the 2026 budget as submitted, including a 5% rate increase
to be applied to the rate structure previously presented and approved by the board in August 2025, based on the
Cost of Service & Rate Study. Individual tariffs would come before the Board for a second read in December with
the increase applied to all tariffs for review and approval.
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BUDGET NARRATIVE

Mission:

OPALCO serves our members with safe, reliable, cost-effective and environmentally sensitive utility services. Our
mission drives our budget in the following ways:

v' Safety — OPALCO has a rigorous safety program for all employees and provides safety information to
members through classroom visits, demonstrations, field assistance, and the website. The right-of-way
(tree trimming and brush clearing) program is key for system reliability and fire safety. OPALCO depends
on member cooperation to address right-of-way issues in a timely manner. The Co-op is committed to
continually improving and fortifying our safety programs. OPALCQO’s grid is critical for the safety of our
community, wildfire prevention, and especially our crew members in the field. OPALCO’s grid connects the
County to real-world services for education, economic development, and quality of life.

v’ Reliability — OPALCQ’s system provides power 99.94% of the time to its members. This is a reliability rating
to be proud of. We continue to budget for replacement of the old unjacketed underground cable (referred
to as URD) system wide. This trend will continue with prioritization of replacement targeted at the areas
with higher failure rates. With each URD project, where needed, we include fiber and increase the reach
of our fiber network and therefore the reach of our monitoring and control system. Upgrading our critical
substations that serve our population dense town centers and serves the emergency services, will continue
to increase our resiliency for the next generation of islands.

v Cost Effective — Our capital construction plan is desighed to maximize system efficiency and make best use
of member resources. The continual expansion of our grid and fiber-connected devices on our system,
helps to contain costs by putting control of the system in the hands of crew members wherever they are.

v" Environmentally Sensitive — OPALCO has critical infrastructure installed throughout our beautiful and
fragile island environs. Doing the right thing comes at a cost that is reflected in our cost of service and
OPALCO is committed to good stewardship, working within the County’s Critical Areas Ordinance,
complying with all permitting requirements, and keeping as low a profile as possible to maintain island
character. In every project, OPALCO’s vision of sustainable island communities keeps us focused on best
practices and member education to protect ocean health and do our part to mitigate the effects of climate
change.

Load Forecast:

The Load Forecast is the heart of the budget and the most precarious aspect of our forecasting. The forecasting
drives our power cost, which is one-third of our expenses, and our energy (kWh) sales which is two-thirds of our
revenue. The energy management team of PNGC (Pacific NW Generating Cooperative) assisted us with load
forecasting for this budget. They bring valuable industry expertise and resources to our Co-op to help us navigate
the rapidly evolving energy market.

Forecasting is challenging. Our team uses every available tool to gauge what impact the weather may have on our
Cooperative; we incorporate analysis from various sources which include BPA's climatologist, the National Oceanic
and Atmospheric Administration (NOAA), the Office of the Washington State Climatologist, and other Northwest
climatologists. We also consider local weather and historical data, including air temperature, water temperature,
wind speed and direction, and precipitation.

Weather drives heating load. OPALCO’s load peaks in the winter, in large part due to increased heating load.
Predicting the weather for the year ahead is fraught with uncertainty due to variations of temperature, wind and
humidity and yet we depend on weather forecasting to meet our budgetary commitments. In 2026, the forecast is
for a shift to a slightly La Nifia weather pattern (in Q1) with projected kilowatt hour purchases from PNGC of 230M
kWh. As a point of reference, OPALCO’s load has averaged 224.5M kWh, ranging between 204M (2015) — 241M
(2022) kWh. While predicting the weather beyond a few days or weeks with any certainty is not possible, we can

use trends to forecast likely scenarios.
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Based on the predicted weather pattern, we estimate our purchasing load to be 230M kWh. With that information,
we set rates accordingly — to generate the revenue to pay for the expenses. The science of forecasting is imperfect:
if it ends up being colder than we forecast, member bills are higher than budgeted and we end up with more money
than needed to cover co-op expenses; if weather was warmer than forecast, member bills are lower than budgeted,
and we end up with less money than needed to cover expenses. To combat this unavoidable situation, the Energy
Charge Adjustment (ECA) works well to partially offset weather volatility. Modifying the ECA to be tied to the
operating margin helps ensure OPALCO will achieve its equity targets, while minimizing over-collecting or under-
collecting from the membership.

BUDGET ASSUMPTIONS

GENERAL:

General Inflation Rate:

The general annual inflation rate has been projected at 3% for 2026, and slowly increasing through 2027-2030 to a
level of 4%. We use the US Department of Labor, Bureau of Statistics, Seattle-Tacoma-Bellevue consumer price
index as the baseline for inflation.

2026-30 Budget Basis:

The 2026-2030 budgetary figures have been forecast with the use of actual activity from January through October
2025 and adjusted 4" quarter 2025 projections.

Power Cost Projections:

o Over 90% of the power resources we depend on are sourced from our Federal Hydro System via PNGC.

e BPA operates on a two-year rate cycle. 2026 is the first year of their rate case. In 2026, we are budgeting for
an overall flat rate impact in BPA kWh charges over 2025, resulting in >7% per kWh cost increase. The BPA
rate also includes fish spill & oversupply surcharges, potential power cost recovery adjustment clause (CRAC)
increase, demand charge volatility, residential exchange charges and TIER 2 power costs. OPALCO works
closely with PNGC to identify these cost increases.

® From 2027 through 2030, we have maintained a 5% BPA cost increase for each year, with specific adjustments
in years for known increases. Market indicators are showing that power costs will be escalating.

e Member rooftop solar costs are increasing at a fast rate, ~25% year over year increases. These costs are
purchases of power that OPALCO makes from member generators and community solar participants vs
buying the energy from the wholesale market (PNGC). The rates that OPALCO pays member generators for
power average over double what OPALCO would pay for that same energy from PNGC. With the proliferation
in residential solar in recent years, fueled in large part by OPALCO’s Switch It Up investments in solar &
battery storage of ~$11.2M, we forecast these costs to continue to increase, increasing our net power costs
per kWh. It is important to understand the financial impact on both OPALCO and member generators so we
can continue to balance OPALCO’s solar rate structure with market conditions.

o  We will be closely monitoring load growth which is expected to be about 1% for 2026-2030.

Labor:

e Staffing levels will be 49 full-time OPALCO employees from 2026 through 2030 depending on ability to fill all
funded positions (see organization chart).

e The general wage increase is in accordance with the current estimated Collective Bargaining Agreement.

e The benefit growth assumptions are in accordance with 2026 NRECA and LineCo rate projections based on
the changes to the benefits package.

Capital Projects:

e The 2025 capital projects are based on the 2021 — 2025 RUS Construction Work Plan (CWP). The CWP is
derived from outage analysis, system monitoring and system modeling based on load growth projections
along with current system loading. The goals are to continue to achieve our Strategic Directives including
safety, voltage stability, greater system reliability and overall system efficiency.

e Planning — Engineering will complete 2026-2030 Construction Work Plan (CWP) with the supporting
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Environmental Report for the CWP for submittal to USDA RUS mid-year 2026. These plans follow growth and
planning projections for renewable resources as anticipated in the IRP to ensure our system is built to handle
electric vehicle integration, electrification of the ferries, fuel switching and remains stable with the
integration of distributed resources (batteries, roof-top solar, etc.) and utility resources to include
community solar, utility scale solar, utility scale battery systems, tidal generation, etc.

e Distribution System:

o New Services are trending slower; staff expect this to return to normal ~1% growth in 2025. Please
note, contributions in aid of construction (CIAC) offset new member construction expense.

o Underground Residential Distribution (URD) replacement will continue based on the following criteria:
age, cable type, neutral degradation and, most importantly, outage frequency and outage duration.
There are approximately 72 miles of unjacketed URD to replace system-wide over time with problem
areas mapped for priority scheduling. In 2026, 10-15 miles of URD is slated for replacement at a
budgeted cost of ~$2.7M. Staff expect an average annual spending of ~$2.7M for the foreseeable
future for replacement of unjacketed URD.

o Conversions, Line Changes and Tie Lines - upgrading lines to carry greater capacity and increased
ability to reroute power, in addition to the replacement of the Center Island submarine cable.

o Initiated meter replacement program in 2025, which has an expected completion date of 2028 to
2030.

o Sectionalizing Equipment expenses will be to automated switches on our system to improve reliability
and give us greater visibility into our system.

o Grid Control Communications Infrastructure (fiber) expansion to install conduits for future fiber jointly
with other projects, expanding the original fiber backbone and maintenance of active sites.

e Transmission System — Projects include the routine replacement of transmission poles and realignment of
pole locations for increased reliability, reduced tree trimming and coordination with a San Juan County
salmon recovery project. Engineering will be investigating the health of the Lopez to Shaw and Shaw to Orcas
submarine cable installed in 1993 with projections to begin permitting the replacement in 2028 to 2030.

e Substation/Community Solar

o Energy Storage System (ESS) —includes the Eastsound Substation Battery with offsetting funds from a
WA DOC grant (50% matching funds for the battery). This storage system will be twice the size of the
Decatur Microgrid Project and will provide four complementary functions that enhance grid reliability
and operation, and community solar array performance, while increasing storage system “capacity
factor” and saving money on our power bill from BPA.

o Community Solar Project — This project will have offsets from member contributions in addition to the
WA Department of Commerce CEF3 Solar grant funding of $1M for the allocation of the output to
OPALCOs low-income fund. Low-income solar grant funds may not be available if project permitting
delays continue. Permitting, supply chain and labor availability continue to create delays in the
project.

o Eastsound Substation — Redesign of this aging substation is essential as it has reached capacity.
Purchasing for this project began in 2025 though actual construction won'’t start until 2027.

o Orcas Substation Transformer — Replacement of this aging asset, increasing the capacity of the
substation and updating the protection system to modern standards.

o Future years include the replacement of aging (> 40 years old) substation transformers.

e Facilities — the 2026 capital project budget (line 1300) includes project (permitting, site preparation, design,
etc.) for worker housing development on OPALCO’s Eastsound headquarters back lot with 2027 forecasted
for construction.

Energy Savings:
e OPALCO continues to offer RESP funds for the on-bill financing program. Member participation has
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maintained a high level, and we are anticipating similar levels of participation in 2026. Given the level of
member engagement in this program, OPALCO has put in another request with RUS for an additional $75M
of RESP funds to keep the program operating. RUS program funding is uncertain.

e We continue efforts towards our new Community Solar project, which will be available for member purchase
as it is nears completion.

e BPA/PNGC pass-through rebates will continue for ductless heat pumps, weatherization, commercial lighting,
and appliances. Members can apply for rebates online. BPA is now offering higher rebates for low-income
members to incentivize beneficial electrification and conservation.

e Beneficial electrification (fuel-switching) rebates are offered again in 2026. More self-funded incentives for
ductless heat pumps (60) and EV charging stations (60) will be available. These conversions bring new load
(kWh usage) and revenue, and help members breach the cost barrier for these appliances. Switch it Up
participants will also receive beneficial electrification incentive off the principle of their projects.

Continuing Support for Local Renewable Projects:
e Staff will continue to have conversations with the board regarding the overall impact of all forms of solar on
our grid and finances.
a. Low-Income Access to Solar Benefits
= OPALCO’s primary strategy to provide access to solar benefits for low-income households is to apply
grant funding (when available) for community solar projects to fund the Energy Assistance Program
(EAP) and help it keep up with the rising cost of power.
=  Subscribers to community solar are given the option to donate all or some of their solar production
credits from OPALCO-owned community solar projects into the Energy Assist program to assist low-
income members and provide access to the benefits of solar.
= OPALCO will continue to pursue grant funding to provide access to the benefits of solar for low-
income members.
b. Rooftop Solar
= QPALCO continues to offer on-bill financing for solar installations and energy (battery) storage
projects through the Switch it Up! Program. Terms and financing amount per meter to be
determined.
¢. Commercial Solar
e OPALCO will continue to work with Sustainable Connections to provide incentives, technical
assistance and access to federal grants for commercial solar projects.
e OPALCO will pursue grant funding to offer solar workshops tailored to business/commercial
members.
d. Community Solar
=  Decatur Community Solar expansion is in permitting with projected construction in 2026.
= Bailer Hill Community Solar projected for permitting in 2027/2028 and construction in 2029.
Capital Credits

e Capital credits pay out cash planning is based on an average 25 year pay back cycle (remaining 2000 capital
credits in 2025) plus an additional “smoothing” payout amount (~¥49% portion of 2001 in 2025). $1.5M in
capital credits are expected to be retired in 2025 going up to $1.6M in 2027 through 2030. The goal is to
smooth out the low and high year payouts by using an average rather than strict year total.

Energy Assistance Program:

e The 2026 Budget includes a continuation of ~$205k for low-income monthly bill credits, which will all increase
by ~$7.50 in 2026, and range from $46.43 (single person household) to $83.59 (six-or-more-person
household) per month, and not to exceed the total bill amount. The Energy Assistance Program is funded as
a line item on all member bills (approximately $0.99 on the average residential bill). Outreach continues to
encourage participation.

Communications
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Member Engagement —The Island Way member engagement campaign will focus on local efforts to maintain
grid reliability and member renewable generation and storage requirements. We will offer a fresh round of
workshops and events, and encourage beneficial electrification and efficiency projects (EVs, rebates, etc.).
The team will strengthen the safety outreach and education program to local schools, youth programs, and
fire departments.

Website — The team will be doing an audit of the usability of the website and continue to utilize analysis tools
to add additional interactive components to the website and improve the content throughout the site.
Annual Meeting — As we did in 2025, the business portion of the meeting will be a virtual format designed
to meet the requirements and announce election results. The day after the business portion of the annual
meeting the Annual Member Festival will be held in person on Lopez Island and will include family activities,
prizes, informational booths, a BBQ lunch and EV Jamboree.

OVERALL SUMMARIZATION:

1.

3.

Revenue:

For 2026, staff recommends a rate increase of 5.0%, equating to a total revenue increase of ~¥8% as we
continue to monitor uncertain weather patterns, especially in Q4. The Energy Charge Adjustment (ECA) will
continue to be in place to alleviate the impact of uncertain weather patterns on rates. As approved by the
board, the ECA will be tied to Operating Margin.

Operating Margins:

Per Staff recommendation, projected operating margins are as follows: $3.8M in 2025 (projected), $4.8M
in 2026 (budget), $4.8M in 2027 (forecast), $4.4M in 2028 (forecast), $4.7M in 2029 (forecast), and $5.0M
in 2030 (forecast).

TIER & OTIER:

Per Staff recommendation, TIER is as follows: 2.74 in 2025 (projected), 3.02 in 2026 (budget), 2.90 in 2027,
2.64in 2028 (forecast), 2.63 in 2029 (forecast), and 2.62 in 2030 (forecast). OTIER is as follows: 2.63 in 2025
(projected), 2.68 in 2026 (budget), 2.56 in 2027, 2.31 in 2028 (forecast), 2.31 in 2029 (forecast), and 2.31
in 2030 (forecast).

Equity % of Total Capitalization (includes Switch It Up financing):

Per Staff recommendation, Equity % of Total Capitalization is as follows: 38.5% in 2025 (projected), 38.2%
in 2026 (budget), 39.1% in 2027 (forecast), 41.0% in 2028 (forecast), 43.7% in 2029 (forecast), and 46.4%
in 2030 (forecast).

It is important to note that RUS-Rural Energy Savings Program (RESP) borrowings are included in OPALCO’s
Equity % ratio calculation. While these borrowings do not fundamentally impact OPALCO’s capitalization
of assets we also review Equity % of Total Capitalization excluding RESP borrowings which are as follows:
45.3% in 2025 (projected), 45.8% in 2026 (budget), 47.5% in 2027 (forecast), 49.1% in 2028 (forecast),
50.6% in 2029 (forecast), and 51.9% in 2030 (forecast).

Debt:

We anticipate borrowing from the RUS-Treasury and/or CFC in the amounts of: $7.7M in 2026, $6.5M in
2027, $5.6M in 2028, $5.9M in 2029 and $7.0M in 2030 for capital projects. This assumes that capital
project funding in 2026-30 is approximately 55% through borrowings and 45% through member rates. We
have estimated interest rates at 6% for 2026 and 5.5% for 2027 through 2030. RUS RESP funds will be
borrowed at 0% over a 10-year period as member demand defines, to provide on-bill financing to members
for efficiency / fuel switching measures. RESP borrowing has been projected at $8M for the year 2026 and
2027, with a final draw of remaining RESP funds of $3.46M in 2028, and $0 future borrowings in 2029 &
2030 for the sake of this budget. $19.46M in RESP funds are projected to be available for 2026 (see table
below).
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DISCUSSION ITEMS

Q3 Financials

The 2025 Third quarter financial report is posted online and included under separate cover. The third quarter’s
results are consistent with the budget. Included in the package are the Statement of Revenues and Margins (along
with a notable driver analysis), Balance Sheet, Statement of Cash Flows (GAAP), and capital projects budget
tracking.

Overall operating revenue was lower than budget, driven by the ECA, which returned ~$1.0M to members through
September. The ECA credit was driven by a decrease in power costs ($1.0M). The table below presents the
projection of full-year 2025 financial results using actuals through Q3 and budget projections for future months.
This differs from the 2026 Budget Report projections which are fine tune with actuals from the most current period.

Income Statement Summary | 2025 Projection (actuals for prior months)
(in thousands) Budget Projected Variance
Operating Revenue $ 42821 §$ 42,566 S (255)
ECA Surcharge / (Credit)* $ - $ (1.016) s (1,016)
Revenue $ 42821 $ 41,550 S (1.271)
Expenses:
Cost of Purchased Power $ 10985 $ 9.977 S (1,008)
Transmission & Distribution Expense 9.385 9.678 293
General & Administrative Expense 7.387 7.140 (247
Depreciation, Tax, Interest & Other 10.171 10.291 120
Total Expenses 37.928 37.086 (842)
Operating Margin 4.893 4.464 (429)
Non-op margin 793 840 47
Net Margin* 5.686 $ 5.304 (382),
OTIER 2.95 2.89 (0.06)
TIER 3.31 3.29 (0.02)
Equity % 39.7% 39.6% -0.1%|
HDD 1.446 1.278 (168),
kWh Purchases 235.000 228.956 (6.044)
kWh Sales 223,000 222.035 (965)

* The ECA returned a net $1.0M to members through September 2025.

For more details, please note the following key points:

e Heating Degree Days (HDD) were ~19.3% below budgeted levels (actual of 701 vs. budget of 869). Overall
kWh sales were ~965k kWh below budget (156.8M vs. budget of 157.8M).

e 2025 power purchases were $1.0M lower than budgeted, driven by a lower average cost per kWh than
budgeted from our power supplier, while actual kWh purchases were $6.0M below budget at 160.1M.

e Excluding purchased power, 2025 operating expenses were approximately $253k over budgeted amounts.
See budget notable drivers within the financial packet for specific account details.

e The ECA through Q3 2025 was a net credit to members (and decrease to operating revenue) of $1.0M, or
$55.85 for a member using 1000 kWh/month.

e Rock Island Communications 2025 Financials included in separate packet.

OPALCO 2025 Financial Package under separate cover.
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®

2026 Tariffs — First Read

The table below incorporates the Board approved structure changes as approved in the August Board Meeting in
addition to the 5% increase needed to meet revenue requirements. Additionally, the structure change includes
the expansion of the Energy Charge Adjustment tied to the Operating Margin.

IResidentiaI Charge (Credit)] |Energy Assist Charge (Credit}
Service Access Charge ($/Service/Month) $67.58 Energy Assistance Program ($/kWh) $0.00099
Energy Assistance Program ($/kWh) $0.00099 Household Size ($ Credit/Month)

Energy Rates (S/kWh) 1 ($46.43)

Summer Winter 2 ($53.86)

Block 1 |< 2,000 kwWh < 4,000 kWh $0.1395 3 ($61.29)

Block 2 12,000 kWh to 3000 kwh  |4,000 kWh to 5,000 kiWh $0.1586 4 (568.72)

Block 3 |> 3,000 kwh > 5,000 kWh $0.1831 5 {$76.15)

6+ ($83.59)
Residential TOU Charge (Credit)

Service Access Charge ($/Service/Month) $75.73 I_ B i

Energy Assistance Program ($/kWh) $0.00099 Billing Charge (S/Service/Month) $3.66

Energy Rates ($/kWh) Fixture Charge ($/Service/Month) $16.43
TOU Period 1 (6 AM - Noon) $0.2350 Energy Rates ($/kWh})

TOU Period 2 (Noon - 6 PM) $0.1412 100 Watt Light (and LED Equivalent) $6.05
TOU Period 3 (6 PM - 8 PM) $0.2350 200 Watt Light (and LED Equivalent}) $12.28
TOU Period 3 (8 PM - 6 AM) $0.0640
Line Retention Charge (Credit}
Small Commercial {<20 kW) Charge (Credit) - -
Service Access Charge ($/Service/Month) $59.97

Service Access Charge ($/Service/Month) $85.73

Energy Assistance Program ($/kWh) $0.00099 Deposits and Charges Charge (Credit}

Energy Rates ($/kWh) New Members

Block 1 (< 5,000 kWh) $0.1365 Membership Fee $5.00
Block 2 (> 5,000 kWh) $0.1511 Deposits (Refundable}):
Demand Rates ($/kW) Residential/Residential TOU $250.00
First 20 kW (Flat Rate) $8.16 Commercial (Small/Large) TBD*
*Amount determined by OPALCO. Surety bond required in amount
i i lof deposit
Large Commerclal > 20kW) Charge (Credit) New or Transfer Service $25.00

Service Access Charge ($/Service/Month) $83.73 Returned Payment Charge $30.00

Energy Assistance Program ($/kwh) $0.00099 Late Payment Charge (applied to current charges) 5%

Energy Rates (S/kWh) Disconnect/Reconnect Fees
Block 1 (< 5,000 kWh) $0.1210 Disconnect Notice $10.00
Block 2 (5,000-150,000 kWh} $0.1341 Door Tag Fee $50.00
Block 3 (>150,000 kWh} $0.1791 Reconnect (After Disconnt for Non-payment)

Demand Rates ($/kW) During OPALCO business hours $75.00
Block 1 (< 300 kW) $4.90 Outside of OPALCO business hours $200.00
Block 2 (> 300 kW) $7.34 Seasonal Reconnect (after disconnected for two (2) or

more consecutive billing periods)
. During OPALCO business hours $300.00
RUAS Charge (Credit) Outside of OPALCO business hours $400.00

Service Access Charge (S/Service/Month) $57.25 Member Caused Outage Actual Cost
Energy Assistance Program ($/kWh) $0.00099 Meter Seal Breakage $100.00
Energy Rates (S/kWh) Meter Test Fee (at member's request)

0-370kWh $0.1526 Performed by OPALCO $200.00

370-5,000 kwh $0.1224 Performed by other qualified person Actual Cost**

Over 5,000 kWh $0.1486 **OPALCO will refund cost of meter testing if proven in error by

Demand Rates ($/kW) more than two percent {2%)
First 20 kW (Flat Rate) $1.62
Over 20 kW $5.28 . 5
Commercial Renewables Charge (Credit)
" Chiaiige teredit) Service Acc-ess Charge ($/Service/Month) $83.73

Energy Assistance Program ($/kWh) $0.00099

[Service Access Charge (S/Service/Month) $67.58 Consumed Energy (from Grid} Rates ($/kWh}

Energy Assistance Program ($/kWh) $0.00099 Block 1 (< 5,000 kWh) $0.1210

Consumed Energy (from Grid) Rates ($/kWh) Block 2 (5,000-150,000 kWh) $0.1341

Summer Winter Block 3 (>150,000 kWh) $0.1791

Block 1 |< 2,000 kwh < 4,000 kWh $0.1395 Produced Energy (to Grid) Rates ($/kWh})

IBlock 2 2,000 kwh to 3000 kwh  §4,000 kWh to 5,000 kWh $0.1586 Renewable Generation Credit ($0.0990)
Block 3 |>3,000 kwh > 5,000 kWh $0.1831 Grid Usage Charge $0.0137
Produced Energy (to Grid) Rates ($/kWh) Demand Rates ($/kW)

Renewable Generation Credit ($0.0990) Block 1 (< 300 kW) $4.90

Grid Usage Charge $0.0137 Block 2 (> 300 kw) $7.34
Energy Charge Adjustment (ECA) Charge (Credit)

Energy Charge Adjustment ($/kWh}) Tied to Operating Margin
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OPALCO Member Renewable Energy Survey

OPALCO continues to strive to educate our members on the challenges to maintain reliability. In furtherance of
our town hall discussions on Lopez, Orcas, and San Juan Islands, OPALCO’s next step is to conduct a member survey
gauging the member perspective on how OPALCO should embrace local renewable generation.

OPALCO has partnered with DHM Research, an independent and nonpartisan firm with decades of experience
supporting public policy work across the Pacific Northwest and beyond. DHM and their partner, KGS, will conduct
our member survey through a two-phase process designed to gather reliable, balanced input from our community.
The first phase reaches a carefully selected group of members by phone or text to ensure broad and statistically
representative data of the membership opinion. After that, any other OPALCO member who wishes to share their
perspective can participate in an online opt-in survey, which will be accessible through OPALCQO’s website and social
media and will involve direct marketing to the members. This approach allows us to gather dependable feedback
while also giving all members an opportunity to take part. Once both phases are complete, DHM will review the
responses and provide a clear summary with both phases included, combined summary to help guide OPALCO’s
planning and decision-making. Because OPALCO is a member-owned cooperative, your opinion matters. Your
feedback will help guide our advocacy for balanced, common-sense policies that support energy security,
affordability, and environmental stewardship. The full survey can be found in the appendix.

The Issues at a Glance

e Essential Service Obligation: OPALCO is legally required to provide reliable power 24/7 to all members.

e Aging Transmission Infrastructure: The two BPA submarine cables that bring power from the mainland
are nearing capacity and end-of-life. Failure could cause long, widespread outages.

e Rising Demand: The County’s Comprehensive Plan projects 30% population growth, yet there is no plan
for increased supply.

e Changing Conditions: Conservation and rooftop solar help but cannot meet projected growth alone.

o Need for Local Renewables: Developing local generation and storage strengthens reliability and reduces
dependence on mainland cables.

e Environmental Compliance: OPALCO meets all permitting safeguards (wetlands, SEPA, habitat,
stormwater, archaeology, scenic buffers).

e Permitting Delays: Even fully compliant projects face long delays due to subjective language and
opposition.

e Planning Gaps: Land-use rules don’t reflect the urgent need for reliable, low-carbon energy infrastructure.

e Commitment to Stewardship: OPALCO designs projects to protect the natural beauty and ecology of the
San Juans.

Members are urged to review the following to be informed:
e Quick Fact: Essential Public Facilities - OPALCO
e QOur Energy Future - OPALCO
e OPALCO Renewable Energy Community Meetings Recap - OPALCO
e  Why Local Generation Is Important: Part 1 of 3 - OPALCO
e OPALCO Conducting a Member Survey through December 12, 2025 - OPALCO
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REPORTS

General Manager
Dashboards

Please review the dashboards at https://www.opalco.com/dashboards. Note that all the dashboards are

within board approved strategic parameters.

Finance
¢ Budget Variance e Disconnects
 TIER/Margin
® Expense e PAL
e Cash * EAP

¢ Power Cost * Membership
¢ Purchased Power

¢ Annual Power Metrics

e Capital

* Debt/Equity

e WIP

¢ Income Statement Trends

Quick facts

¢ Uncollectable Revenue

e Service Additions
¢ Annual Service Additions
* Revenue Dist. By Rate

Member Services

Outage
e Historical SAIDI - Graph
e Historical SAIDI - Figures
¢ Outage Stats — Rolling 12 Mo
¢ Outage Stats — Monthly
¢ SAIDI by Category
e Outage Summary

Please review the Quick Facts at https://www.opalco.com/newsroom/quick-facts/.

® OPALCO's Plan for our Energy Future

¢ Decarbonization — 4 Part Series

e Switch It Up!

e WA 2021 Energy Strategy

¢ Simpson Proposal and the Northwest Energy Evolution
¢ Will there be enough power?

* OPALCO Rates

¢ Energy Independence? Not entirely

¢ Rock Island Communications

* OPALCO election process

* Wireless Services

e Cost of Service

e Staff Compensation

* NRECA

* OPALCO Debt and Capital Projects

e Ocean Health

* NW Resource Adequacy in a Rapidly Decarbonizing World

e Land for Renewable Energy Projects

¢ Understanding the Change in Solar Rates

¢ Decatur Island Battery Storage Project

¢ Why Hydropower is Important to our Power Supply

* Where does OPALCO stand on regional issues and the dams?
¢ Future Power Purchase Strategy

¢ Industry Association Memberships and Co-op Benefits
¢ Climate Change News Review - September 2022

e OPALCO Tidal Energy Pilot Project

e Solar Rate for Residential Members

¢ Right-of-Way Program

¢ Inflation Reduction Act (IRA) Benefits

» Wildfire Mitigation

¢ Surge Protection

® OPALCO Needs a New Submarine Cable

* OPALCO’s Rate for Members who have Rooftop Solar

e Why Local Renewable Projects? Mainland Power Demand Will Soon

Exceed Supply
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Engineering, Operations and Information Technologies

WIP

As of November 3, 2025, there are 318 work orders open totaling $17.7M. Operations has completed construction
on 118 work orders, totaling $2.6M.

Safety
Northwest Safety Service conducted Back Safety training in October. The total current hours worked without a loss

time accident is 90,620 hours.

Center Island Submarine Cable Installation

At the end of October, OPALCO crews completed a cable installation project on a ~3,600 ft span of single-phase
submarine cable that runs from Decatur Island to Center Island. This cable in tandem with the OPALC/RIC APRA
able that was installed in 1967.

TR 7

¥*

Page 30 of 46



Finance

@ Co-op Run. Community Powered.
2025 Budget Tracking

Energy (kWh) purchases are below budget, while kWh sales are trending slightly lower than budgeted levels through
October 2025. While revenue is shy of budget, the complementary reduction in operating expenses is resulting in a positive
net margin variance compared to budget for the year. The table presents the full year 2025 projection with actuals for
prior months where available.

Income Statement Summary | 2025 Projection (actuals for prior months)
(in thousands) Budget Projected Variance
Operating Revenue $ 42,821 $ 41,002 $ (1,819)
ECA Surcharge / (Credit)* $ - $ (1,098) $ (1,098)
Revenue $ 42,821 $ 39,904 $ (2,917)
Expenses:
Cost of Purchased Power $ 10,985 §$ 9,984 $ (1,001)
Transmission & Distribution Expense 9,385 9,187 (198)
General & Administrative Expense 7,387 6,863 (524)
Depreciation, Tax, Interest & Other 10,171 10,081 90)
Total Expenses 37,928 36,115 (1,813)
Operating Margin 4,893 3,789 (1,104)
Non-op margin 793 254 (539)
Net Margin* §$ 5,686 § 4,043 (1,643)
OTIER 2.95 2.63 (0.32)
TIER 3.31 2.74 (0.57)
Equity % 39.7% 38.5% -1.2%
HDD 1,446 1,269 (177)
kWh Purchases 235,000 228,818 (6,182)
kWh Sales 223,000 219,470 (3,530

* The ECA returned a net $1.1M to members through October 2025.

Monthly Energy Charge Adjustment (ECA)

The October 2025 ECA returned $82,266 to members, or $6.25 per 1,000 kWh. The November billing period ECA is
anticipated to be a surcharge of approximately $.007760 or $7.76 per 1,000 kWh. The exact amount of the ECA is
an estimation based on known kWh sold and a recalculation of our contractual power bill, which may occasionally
include other one-time factors or adjustments.
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Heating Degree Days (HDD)

The first quarter 2025 trended slightly warmer, despite previous projections based on National Weather Service
forecasts initially indicating a cooling weather pattern. As seen in the table below, 2025 has continued to trend
right around the 10-year minimum & average HDD. We continue to monitor weather trends monthly.

Heating Degree Days (HDD)

Weather Forecast
Looking ahead to the NOAA ‘three-month outlook temperature probability’ for Dec-Jan-Feb '25-26, the outlook
is currently showing a higher probability of La Nina temperature conditions in our region moving through this
upcoming winter season. The models in the International Research Institutes’ (IRI) ENSO (weather) prediction also
forecasts a slight La Nina condition. We continue to monitor these predictors monthly.
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Member Services
Annual History of Energy Assistance Funding

All values are as of first of the month reported.

®
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2018 2019 2021 2024 2025 Grand Total

Energy Assist Credit 577 524 528 1,287
n 135 158,740 164,175 171,442 1,198,892

PAL 363 264 951
n 74,750 561,598

EAP Residential - COVID 98
n 57,489

EAP Commercial - COVID 119
n 21,998 182,570

PAL-COVID 222
y 27,200

Grand Total 460 488 825 754 584 566 558 1,622
tal A tan 157,151 188,732 349,283 390,659 270,018 222,248 238,925 210,731 2,027,749

Note: EAP funds are collected, primarily, from a program OPALCO created by including a line item on all OPALCO member bills. Additional funds are directed
to the EAP from the Decatur Solar Project (10% of all production credits). In 2020/2021, additional funds (not included in this chart) were paid out to
members who were impacted by COVID. When the Bailer Hill Microgrid Projects comes online, up to 45% of its production will be directed to EAP. The “# of
Accounts” are the distinct accounts assistance was provided to over the year or as a total. The “Total Assistance” varies based on single account
adjustments.

Project PAL
Project PAL Award Season 2025-2026 has begun as of November 1, 2025.

Energy Assistance Program (EAP)
During October 2025, 386 members received ~ $17.5K from the low-income Energy Assist program, compared to
300 members who received ~ $12.8K in assistance in October 2024.

LIHEAP (Low Income Home Energy Assistance Program)
As of this writing, LIHEAP remains a federally appropriated program, yet unfunded. Many states are warning of a
funding delay.

Energy Savings
During October there were a total of 29 rebates paid out to members totaling ~$40k. This includes 8 EV charging
station rebates and 7 fuel switching ductless heat pump.

Member Benefits from Energy Efficiency and Fuel Switching Programs
OPALCO is committed to helping members prepare for an efficient and sustainable energy future with programs,
incentives, and rebates. All values are as of first of the month reported.

2014-2019 2020 2021 2022 2023 2024 2025 Totals
# of Accounts 2,141 303 147 210 261 210 121 3,393
EE Total Awards $1,348,477 | $167,432 | $149,886 | $227,622 | $313,945 $259,445 $175,842 $2,642,649
Rebates* Total Energy
Savings (annual | 5960,711 | 783,431 359,269 346,900 440,382 253,675 246,675 8,391,043
kWh)

*BPA includes the cost of the Conservation (Rebate) program in the power bills that OPALCO pays. When members utilize the rebates and OPALCO
documents it, the Co-op then gets credited back that amount. In essence, we are overbilled for the rebate program and only get credited if
members utilize the rebates. OPALCO is unique in the pool of BPA utilities for consistently using all or most of the available conservation dollars
in this program. We have often used conservation funds allocated to other Co-ops that they were unable to use through their member rebate
programs.
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Interconnects

There were 24 new interconnect applications submitted in October, with 17 members interconnected with solar
for a total of 943. (https://energysavings.opalco.com/member-generated-power/). There are an additional 41
pending connections.

Switch It Up

OPALCO can utilize $46.8M in Rural Energy Savings Program (RESP) funds to provide on-bill financing for co-op
members for energy efficiency measures. OPALCO is reimbursed for the funds once member measures are
installed. There are now 1,110 projects completed and billing for a total of $22.5M net outstanding (total projects
less member pay-offs). There are another 100+ projects in various stages of the process. Current project details are
as follows:

Project Origination Year I

Measure 2019 2020 2021 2022 2023 2024 2025 Grand Total
Appliance 36,112 51,093 33,949 [ $ 121,153
Energy Storage 39,510 27,159 47,766 17,379 | $ 131,813
Ductless Heat Pump 648,252 620,060 637,599 1,532,528 1,770,569 2,347,042 1,434,641 [ $ 8,990,690
EV Charger 34,031 2,948 | $ 36,979
Fiber 30,725 48,681 29,301 41,929 85,080 4,492 | S 240,207
Ducted Heat Pump 8,119 30,000 15,000 18,127 914,187 475,807 317,072 | $ 1,778,312
Heat Pump Water Heater 13,985 9,805 5,012 15,701 13,700 58,885 | $ 117,087
Insulation 256,935 42,634 240,729 694,388 | $ 1,234,686
Other 14,543 92,649 188,075 31,981 $ 327,249
Solar + Storage 480,057 474,806 733,877 711,283 | $ 2,400,022
Solar 1,895,859 3,116,225 2,553,353 1,229,637 | $ 8,795,073
Windows 563,557 424,438 508,527 948,141 | $ 2,444,662
Grand Total $ 684,900 '$ 690,589 $ 701,280 S 4,913,534 $7,051,834 $ 7,122984 $ 5,452,813 | $ 26,617,935

The following table shows the utilization of the RUS Rural Energy Savings Program (RESP) loan funds, used to fund
the Switch It Up program. These funds are available for use through 2031.

Total Remaining
(in millions)  Available

RESP 1.0 5.80 -
RESP 2.0 15.00 1.60
RESP 3.0 26.00 19.46

$ 46.80 $ 21.06

Member Communications
Decatur Island Informational Meeting
The project to add more solar to land adjacent to OPALCO's substation on Decatur Island started earlier this year.
OPALCO held an informative meeting on Monday, October 27 at 12 pm at the Decatur School. The OPALCO team,
along with a team of project partners and experts, presented on the following:

e Site Plans

e Alternate Sites Explored

e Critical Areas & Wetland Report

e Permit Reports

e Stormwater Plan

e Landscaping Plan

e Arborist Report

e Community Commitments

e Mitigation Plans
All of the presentation materials and reports have been added to the website: www.opalco.com/decatur.
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Ruralite Articles
This month’s Ruralite magazine features five pieces of original content for members to enjoy. The magazine articles
this month are:

e Jackson Beach Pole Relocation Project

e Meet the Board Series: Vince Dauciunas

e Upcoming Bill changes

e (Qutage Preparation

e Pepper’s Back Page: Project Pal

View the digital edition here:
https://issuu.com/utilitypioneers/docs/ruralite orcas power light cooperat 52blc6d8ebaddb

Halloween

OPALCO team members on Orcas and Lopez Islands participated in local truck-or-treat community events on
Halloween, despite the rain and wind! On Lopez Island, lineman Kai Burleson set up the bucket truck in front of
Blue Heron to hand out candy to the kids and on Orcas Island lineman Ken Loock and the communications team
set up the bucket truck in front of the Village Green. Trick or treaters stopped by for candy and flashlights! The
team was so impressed with all the costumes this year and loved seeing all the joy on everyone’s faces.
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N

National Co-op Month

Throughout the month of October, OPALCO celebrated co-op month with an educational campaign and a series of
giveaways. Members could interact with weekly posts on social media to win a swag bag or enter the grand prize
giveaway for a chance to win an electric prize! Each giveaway post on social media had a handful of entries, and
four winners were selected throughout the whole month of October as the winners of an awesome swag bag!
Members also had the opportunity to enter to win one of our grand prize giveaway options. In total, we received
554 unique member entries into the grand prize giveaway. Four winners were selected, and each had the chance
to choose one of the four prize options available.

Thank you to all those who participated, stay tuned for next year’s co-op month celebration in October!
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Rock Island Communications
6,952 Rock Island Service Customers

Net Subscribers

2025 Fiber and Wireless Onboarding

3674
:ggg 3371 3304 3423 344 3477 3512 3570 3602 3615 ss87
850 845 842 851 867 875 875 850
3000
2783
2500
2000
1500
1000
500
0
Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25 Oct-25 Nov-25 Dec-25
mmmm Actual Net Fiber Subscribers Actual Net Wireless Subscribers
= Cumulative Fiber Subscribers Cumulative LTE Subscribers
Revenues
Monthly Revenue Performance 2025
1,400,000
$ $1,242,738
$1,200,000 $1,089,788 $996,
$1,017,443 —— $997,110 | $o48732 $991,272
$1,000,000 $927,593 $011,557°5%:
$800,000
$600,000
$400,000
$200,000

$0
Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25 Oct-25 Now-25 Dec-25

mmm Actual Revenues  =—=Plan Revenues

*Previous months’ revenues, not closed out, are subject to change.
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APPENDIX

Member Survey

INTRODUCTION

Hello, my name is from [Name of Fielding Housel We are not trying to sell you
anything. We are conducting a survey about electricity service and infrastructure on behalf of your
utility provider, OPALCO (Orcas Power & Light Cooperative). Your feedback will help guide how
OPALCO balances priorities, embraces renewable energy, and ensures reliable service for San Juan
County.

[Online: Hello. We are conducting a survey about electricity service and infrastructure on behalf of
your utility provider, OPALCO (Orcas Power & Light Cooperative). Your feedback will help guide how
OPALCO balances priorities, embraces renewable energy, and ensures reliable service for San Juan
County.]

CUSTOMER SATISFACTION AND PRIORITIES
1. The utility that provides you with electricity is OPALCO (Orcas Power & Light Cooperative).

Thinking about your experience over the last year, would you say that you have been satisfied
or dissatisfied with your overall service? [Phone: Wait and ask, is that very or somewhat

satisfied/dissatisfied?]
a. Very satisfied
b. Somewhat satisfied
c. Somewhat dissatisfied
d. Very dissatisfied
e. [Don't read| Don't know

How important to you are each of the following energy priorities in San Juan County? [Phone only:
wait and ask: is that very/somewhat important, not too important, not at all important?]

2. Building local energy resources

3. Maintaining and improving reliable electricity service

4. Reducing dependence on mainland electricity resources

5. Keeping electricity costs down

6. How concemned are you about future power outages in San Juan County?
Very concerned

Somewhat concerned

Not too concerned

Not at all concerned

[Dont read] Don't know

oanow

Power outages in the county are rare and usually short. However, the county’s Comprehensive Plan
projects 30% population growth, and there is no plan for increased electricity need this growth will
bring.

7. Knowing this, are you more or less concerned than you were before? (wait and ask: is that a
lot or slightly more/less)?

A lot more concerned

Slightly more concerned

Slightly less concemed

A lot less concemed

[don’t read] Don't know

canop

8. How important is it to you that OPALCO build local energy and battery resources that will
minimize power disruptions and price shocks?
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a. Veryimportant

b. Somewhat important

c. Not too important

d. Not atall important

e¢. [Don'tread] Don't know
INITIAL TEST

OPALCO is pursuing many avenues to address projected growth, including promoting energy
conservation and rooftop solar. However, these avenues alone are not enough to meet increased
energy needs.

9. Given this, do you support OPALCO developing local renewable energy projects, such as
utility scale solar, battery storage, and microgrids?
a. Strongly support
b. Somewhat support
c. Somewhat oppose
d. Strongly oppose

PROJECTS

OPALCO provides reliable electricity to San Juan County, but our mainland transmission cables are
aging and nearing capacity. To keep power dependable and affordable, we're exploring local
renewable options like utility solar, battery storage, and microgrids.

No one solution is perfect and there are tradeoffs for each.

10. The following are some projects for OPALCO to start addressing energy infrastructure needs.
Please rank them from your highest priority to your lowest priority. [Rank 1-4]

a. [Microgrids] Build multiple utility scale local microgrids near higher density population centers to
cover increased energy usage

b. [Mainland sources] Explore and invest in options for energy sources on the mainland, similar to
the current system — which doesn’t increase local resiliency but offers more regional solutions

c. [Individual solutions] Let homeowners and businesses invest in rooftop solar and battery storage
—which doesn’t help power shortages in the winter, but supports household usage in the sunny
months

d. [Carbon-based generators] Rely on the use of carbon-based generators — and relax carbon
reduction goals - as a backup option in case of outages or weather emergencies

e. [None of these] None of these are a priority, knowing that occasional power blackouts
may occur during weather events [Exclusive]

LAND USE AND PERMITTING

Current County land-use rules protect the environment and natural resources and do not allow for
utility scale solar & battery resources in very many areas. Your feedback on balancing reliability, cost,
and environmental protections with current land use rules is crucial.

11. Most every renewable generation proposed by OPALCO will come with some level of
opposition from its adjoining neighbors. How should OPALCO treat such inevitable
opposition?

a. Build projects, but make extra efforts to shield aesthetic and other impacts
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b. Not build renewable projects, knowing that energy blackouts may become more
prevalent in the future
c. [Don'tread]| Don't know

12. Which of the following statements is closer to your opinion:
a. |supportflexible land use policies so that OPALCO can improve energy reliability for
San Juan County residents
b. |preferto keep current restrictions, even if it limits the development of reliable energy
sources and may result in occasional blackouts
c. [Don'tread]| Don't know

13. Should essential public services like renewable energy projects and battery storage receive
priority in the land-use process?
a. Yes, definitely
b. Yes, as long as county permitting requirements are met
c. No
d. Unsure

An Essential Public Facility is a land use designation that helps get essential facilities built without
circumventing environmental permitting requirements.
14. Would you support designating OPALCO'’s renewable energy and battery storage projects as
an Essential Public Facility?
a. Strongly support
b. Somewhat support
c. Somewhat oppose
d. Strongly oppose

15. Which of the following statements is closer to your opinion:
a. We should streamline the permitting process for essential services such as electricity,
in the interest of maintaining reliable service for the community
b. Current permitting processes should not be changed or streamlined regardless of
urgency or potential power blackouts
c. [Don'tread]| Don't know

ENVIRONMENTAL PROTECTION

San Juan County protects land in environmentally sensitive areas, but severely limits having renewable
energy facilities even outside of these areas.

16. Does knowing that San Juan County's policies already protect environmentally sensitive land
make you more or less likely to support renewable projects?

Much more likely to support

Somewhat more likely to support

Somewhat less likely to support

Much less likely to support

[Don't read] Don't know

oanoe

17. Which concerns, if any, do you have about local renewable projects? [Select all that apply]
(randomize responses)

Impact on scenic views

b. Impact on wildlife

c. Land-use compatibility

d. Noise

o
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Property values
Increases to cost
Other [please specify]
| have no concerns

@ ™o

18. Renewable projects can often coexist with farming, grazing, or low-impact forest thinning. In
your opinion, which types of land are acceptable to use for renewable energy development?
(Select all that apply)

[ Agricultural

O Forested

[1 Residential lands

[ Public non-conservation land

[ Previously disturbed or industrial sites
1 None of the above

19. Which of the following is closer to your opinion when it comes to electricity costs:
a. I'mwilling to pay a little more for renewable energy
b. |supportrenewables only if they don’t raise my costs
c.  I'munwilling to pay more to support renewable development
d. [Don't read]| Don't know

If OPALCO cannot build renewable projects, San Juan County will remain dependent on mainland
energy, which is subject to rising costs, aging cables, and regional outages.

20. Given that, which is closer to your opinion:

a. Energy security is a top priority and San Juan County should adjust its policies to allow
for more local energy generation as quickly as possible

b. San Juan County should adjust its policies to allow for more local energy generation as
long as they are environmentally sensitive, conservation areas are maintained, and
county permitting safeguards remain in place.

c.  San Juan County should keep current policies in place even if it means continued
reliance on the mainland for energy, knowing that the frequency of energy blackouts
will rise

d. [Don't read] Don't know

RE-TEST
21. Sometimes, after learning more information people change their opinions. Knowing what you

know now about energy projects, tradeoffs, and environmental concerns, do you support or
oppose OPALCO’s development of renewable energy in the County?

a. Strongly support
b. Somewhat support
c. Somewhat oppose
d. Strongly oppose
e. [Don't read] Don't know

COMMUNICATIONS

22. Prior to taking this survey, were you aware of the energy issues San Juan County is facing?

a. Yes
b. No
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23. How do you like to receive updates from OPALCO?

a. Email newsletters

b. Community meetings

c. Social media updates

d. Local newspaper articles

e. Updates on the OPALCO website
f.  Something else (open)

24. What final thoughts do you want to share with local leaders about balancing renewable energy
development, reliable energy, land-use priorities, and environmental concerns? [Open]

DEMOGRAPHICS
These last few questions are to make sure we are getting a valid picture of the community at large.
Please remember, your responses are confidential.

25. How do you describe iour iender? |Phone: read oiﬁonsl

Man

Woman

Non-binary or gender non-
conforming

Another way [Open]

[Don't read] | prefer not to say

Sel w v

26. In what year were you born? [Collect open end]
[Autofill age as:]

18-24

2534

3554

55-64

65+

[Don’t read] | prefer not to say

S mlwin=

27. Which of the following best describes your race or ethnicity? You may choose more than one.

[Allow for multiile resinsesl

African

Asian/Pacific Islander
Black/African American
Hispanic/Latino/a/x

Middle Eastern/North African
Native American/American Indian
White/Caucasian

Other

Don't know

| prefer not to say

W NN WA -

el
o=}

0
0

28. Which island do you live on? [team to provide list]
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29. Zip code (don't ask, record from sample)

30. What is the highest level of education that iou have comileted?
Less than high school

1
High school diploma/GED 2
Some college/2-year degree 3
College degree/4-year degree 4
Graduate/professional school 5
[Don’t read] | prefer not to say 99

31. Which category best describes your gross household income, before taxes? Remember to

include everyone living in your household. Your best estimate will do.
Less than $25,000

$25,000 to less than $50,000
$50,000 to less than $75,000
$75,000 to less than $100,000
$100,000 to less than $150,000
$150,000 or more

[Don’t read] | prefer not to say

32. Do you rent, own iour home| or have a different arraniemenl?

Rent
Own
| have a different arrangement
[Don't read] | prefer not to say

33. How many years have iou lived on the San Juan Islands? [Record minse, autofill as:]
0-5 years

O BN -

0
0

Blwin| =

1
6-10 years 2
More than 10 years 3
[Don‘t read] | prefer not to say 99
34. Do any children under aie 18 live in iour home?
Yes 1
No 2
[Don’t read] | prefer not to say 99

CLOSING

Thank you for your time. Your feedback is valuable to help guide how OPALCO will move forward in
addressing energy issues in the community.
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San Juan County (SJC) Comprehensive Plan Memos from OPALCO to

SJC Council
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Memo

To: County Council Members, Jessica Hudson, Sev Jones

From: Foster Hildreth, General Manager, OPALCO

Date: October 31, 2025

Subject: Comprehensive Plan — Essential Public Facilities and Energy Priorities

Overview

San Juan County’s energy reliability and climate goals are inseparable. Recent findings from the Washington
Department of Commerce and Energy + Environmental Economics (E3) show that the Pacific Northwest
faces imminent energy shortfalls during extreme winter conditions. To ensure public safety, affordability,
and climate resilience, essential energy infrastructure must be recognized and prioritized within the
Comprehensive Plan and permitting framework.

Regional Resource Adequacy Context

On October 21, the Seattle Times published “PNW could face energy shortage during extreme conditions,”

summarizing a new E3 report to Commerce and the Utilities and Transportation Commission:

¢ Imminent capacity shortfall: The region faces a resource gap beginning in 2026, expanding tc 8,600
MW by 2030—roughly the load of the entire state of Oregon.

e Severe winter risk: Extended cold events during dry hydro years could produce 50-100 hours of loss-of-
load, often when wind outputis also low.

* Local energyresilience is imperative: With growing transmission constraints, distributed microgrids
and local generation will be essential to maintain reliability and meet clean energy targets.

Local Implications for San Juan County
San Juan County relies entirely on OPALCO for electric service.

+ The two BPA submarine cables that supply the islands are nearing design capacity and end of
service life. With no new hydro on the mainland and slow permitting for renewables, OPALCO projects
that local peak demand will exceed cable limits in the early 2030s; price spikes are likely during
mainland shortages.

¢ Under state law, OPALCO is mandated to provide reliable service to all members. The County's
Comprehensive Plan projects population growth of 5,226 people (2020-2045). Coupled with
electrification for transportation and heating, this will require ~360 million kWh of new generation by
2045.

¢ Meeting this need will require approximately 875 acres of solar microgrids (about 0.8% of county
land) plus rooftop solar. These microgrids will offset roughly 30% of the county’s GHG emissions — the
equivalent of planting 827,000 tree seedlings per year for ten years — and will power clean transportation
and heating, which currently account for about 80% of local emissions.
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Memo
To: County Council Members, Jessica Hudson, Sev Jones
From: Foster Hildreth, General Manager, OPALCO

Date: November 7, 2025
Subject: Fact-checking the Friends of San Juans on Essential Public Facilities

Overview

During the County Council meeting on Orcas Island last Tuesday, three representatives from the Friends of the

San Juans perpetuated several myths about local renewable energy.

Contrary to the Friends’ remarks:

e The Essential Public Facility (EPF) process includes public comment. SJCC 18.30.055 explicitly requires
notice, multiple public hearings, environmental review, alternative site identification, and conditional use
permitting (CUP).

e EPFs must meet the same environmental protection standards. All projects must comply with state and
local codes and undergo SEPA review addressing potential impacts to critical areas, wetlands, water quality,
cultural resources, stormwater, endangered species, and other site-specific factors. A predictable,
efficient review process ensures both environmental integrity and energy security as the county meets its
long-term climate and population goals.

e EPFis how counties prevent essential infrastructure collapse due to local obstruction. RCW 36.70A.070
requires the Comprehensive Plan to be internally consistent and to plan for needed infrastructure.

* Rooftop, impervious surface, and cleared lands will supply less than 5% of the county's power needs.
OPALCO's very successful rooftop share of load is 13X larger than the WA state average.

Background

Washington’s Interagency Clean Energy Siting Council is warning that the primary threat
to meeting state climate law is not technology — it is siting.

The Clean Energy Siting Act (HB 1216 (2023)) finds that meeting Washington’s greenhouse-gas limits requires the
timely development of new clean energy projects.

HB 1216 improves the efficiency, predictability, and transparency of permitting and environmental review for
clean energy projects while upholding environmental protections and providing planning and coordination tools
for local governments.
HB 1216 makes it clear that:

¢ Decarbonization requires timely infrastructure.

e Permitting delays threaten compliance with state law.

* Local governments should align with modernized, objective siting pathways.

San Juan County’s current code heavily relies on subjective criteria, such as “visual impact” and “rural
character,” creating an unpredictable and arbitrarily restrictive pathway.

HB 1216’s findings signal that codes should enable — not functionally preclude — clean energy infrastructure
needed for reliability, affordability, and statutory compliance.

In other words, aligning county code with objective siting criteria is not radical. It is directly consistent with the
Legislature’s own intent. This alignment with state intent, state law, and state energy strategy protects ratepayers
from reliability and cost risks, reduces GHG pollution, and meets GMA population growth estimates.

OPALCO microgrids are a powerful ally in mitigating ocean acidification and heating as well as land
ecosystem destruction from climate change — offsetting roughly 30% of the county’s GHG emissions — the
equivalent of planting 927,000 tree seedlings per year for ten years — and powering the transition to clean
transportation and heating (currently 80% of local emissions).
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Member Communication

Transcribed letter written from a member to the board:
Date: 11-10-2025

Member: Keith Jones (Orcas — Doe Bay Area)

As the high-tension lines are being undergrounded, please consider leaving some poles in place. Raptors need these
kinds of perches to survey broad swaths of territory. Perching on adjacent trees does not provide a wide enough
vista. Perhaps left-over cross arms could be used for multiple perches.

In our neighborhood | have often seen American kestrels and dozens of songbirds perched on the power lines.
Perching in trees does provide cover, but doesn’t allow the songbirds enough field of vision to see predators.
Perhaps someone in the Audubon Society could offer advice.

Email sent from member to the board:

Date: 11-11-2025

Member: Roger Ross, Lopez Island

Link to article referenced in email: Microsoft Word - Caught in a Fix (20160208).docx

és Outlook

OPALCO's Proposed Increase in Fixed Rates

From Roger Ross <rog@marginsoft.net>

Date Tue 11/11/2025 3:08 PM

To ContactTheBoard <ContactTheBoard@opalco.com>
Cc  Communications <Communications@opalco.com>

¥ 1 attachment (739 KB)
Caught-in-a-Fix.pdf;

Some people who received this message don't often get email from rog@marginsoft.net. Learn why this is imporfant
OPALCO Board Members;

At your upcoming OPALCO board meeting on November 20, | strongly urge you to reject the new
OPALCO billing process that increases fixed rates instead or increasing the kilowatt/hour usage rate.

As OPALCO board members, you first serve the Co-op members and not the OPALCO managers. Before
you vote at the upcoming meeting, | strong urge you to read the attached document prepared by the
Consumer's Union, in 2016, about the significant and very real problems with increasing the fixed rate
charges for electricity.

Implementing increased fixed charges are a blunt instrument that is not only bad for OPALCO Co-op
members, it discourages conservation and results in missed opportunities for our utility. Why not instead
Increase the usage rate on those that waste electricity or consume more than necessary. Why not
Implement a new tiered rate system that encourages conservation and will still meet the operating costs
of our utility?

Don’t listen to my rant. Read the attached PDF document that fully reviews the issue with high fixed
rates. | am embarrassed that OPALCO is proposing a fixed rate increase as a solution to keep the utility

solvent. That is a short-sighted solution proposed by our unimaginative OPALCO managers.

I am not a heavy user of electricity - so this is not about my pocket-book. It is about common sense
solutions.

Roger Ross
Lopez Island OPALCO Co-op member
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