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Testimony of Richard J. Macke, page 1

PART I - QUALIFICATIONS

Q. Please state your name and business address.

A. My name is Richard J. Macke. My business address is 10710 Town Square Drive NE, Suite

201, Minneapolis, Minnesota 55449.

Q. What is your profession?

A. I am a Vice President and lead the Economics, Rates, and Business Planning Department at

Power System Engineering, Inc. (“PSE”), which is headquartered at 1532 W. Broadway,

Madison, Wisconsin 53713.

Q. Please describe the business activities of PSE.

A. Power System Engineering, Inc. is a consulting firm serving electric utilities across the

country, but primarily in the Midwest. Our headquarters is in Madison, Wisconsin with
regional offices in Cedar Rapids, Iowa; Indianapolis, Indiana; Minneapolis, Minnesota;
Marietta, Ohio; and Sioux Falls, South Dakota. PSE is involved in: power supply,
transmission and distribution system planning; distribution, substation and transmission
design; construction contracting and supervision; retail and wholesale rate and cost of service
(“COS”) studies; economic feasibility studies; merger and acquisition feasibility analysis;
load forecasting; financial and operating consultation; telecommunication and network
design, mapping/GIS; and system automation including Supervisory Control and Data
Acquisition (“SCADA”), Demand Side Management (“DSM”), metering, and outage

management systems.

Q. Please describe your responsibilities with PSE.

. I lead and direct staff in Indiana, Minnesota, and Wisconsin who provide economic,

financial, and rate-related consulting services to electric cooperative and municipal utilities.
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1 These services include:
2 ¢ Cost of Service Studies. ¢ Market and Load Research.
e Capital Credit Allocations. e Merger Analysis.
3 ¢ Demand Response. ¢ Other Economic Studies.
e Distributed Generation Rates. e Pole Attachment Charges.
4 ¢ Energy Efficiency. ¢ Power Cost Adjustments.
¢ Financial Forecasting. o Rate Consolidation.
> ¢ Individual Customer Profitability. ¢ Retail Rate Design and Analysis.
6 e Large Power Contract Rates/Proposals. ¢ Special Fees and Charges.
¢ Line Extension Policies/Charges. ¢ Statistical Performance Measurement
7 ¢ Load Management Analysis. (Benchmarking).
¢ Load Forecasting. ¢ Value of Service.
8

9 || Q- What is your educational background?

10 ||A. T graduated from Bethel University in St. Paul, Minnesota in 1996 with a Bachelor of Arts

11 degree in Business, which included an emphasis in Finance and Marketing. In 2007, I
12 received my Masters of Business Administration degree, with an emphasis in Finance and
13 Strategic Management, from the University of Minnesota in Minneapolis, Minnesota.

14 || Q. What is your professional background?

15 ||A. From 1996 to 1998, I was employed by PSE in its Minneapolis, Minnesota office as a

16 Financial Analyst in the Utility Planning and Rates Department. My work responsibilities
17 primarily were focused on retail rate studies, including revenue requirements and
18 bundled/unbundled COS studies. I also provided analyses used to support testimony,
19 mergers and acquisitions analysis, and financial forecasting.

20 From 1998 to 1999, I was employed as a Senior Analyst by Energy & Resource
71 Consulting Group, LLC in Denver, Colorado, a financial, engineering, and management
2% consulting firm. I performed consulting services related to electric, gas, and water rate
23 studies. As part of the Legend Consulting Advisor Team contracted to the City Council of
24

25
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Testimony of Richard J. Macke, page 3

the City of New Orleans, Louisiana, I assisted in various electric and gas utility matters. I
also provided general financial, management, and public policy support to clients.

I rejoined PSE in 1999; and from 1999 to 2002, I held the position of Rate and Financial
Analyst in the Rates and Financial Planning Department. From 2002 to March 2008, I held
the position of Senior Rate and Financial Analyst in the Utility Planning and Rate Division.
My responsibilities have included performing complex financial analyses, such as rate
studies consisting of determination of revenue requirements, bundled and unbundled COS
analysis, and rate design. Other responsibilities included performing analysis of special rates
and programs, key account analyses, financial forecasting, merger and acquisition analysis,
activity-based costing, policy development and evaluation, and other financial analyses for
various PSE clients. Additional responsibilities included strategic planning, litigation
support, regulatory compliance, capital expenditure and operational assessments, and
advisement. From April 2008 to June 2010, I held the position of Leader, Rates and
Financial Planning. In July 2010, my title changed to Vice President, Rates and Financial
Planning. Since June 2011, I have held the position of Vice President, Economics, Rates,
and Business Planning. In this capacity, I continue to provide, amongst other things: 1) rate,
financial, and economic consulting services to clients, 2) management and leadership to the
Economics, Rates, and Business Planning Department and 3) management and leadership at
the corporate level to PSE through participation on the Executive Committee and Board of

Directors.

. Have you previously presented testimony before the Kansas Corporation Commission

(“KCC” or “Commission”)?

A. Yes. I submitted testimony on behalf of: Pioneer Electric Cooperative, Inc. in Docket No.
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Testimony of Richard J. Macke, page 4

09-PNRE-563-RTS; Wheatland Electric Cooperative, Inc. in Docket No. 09-WHLE-681-
RTS; and Mid-Kansas Electric Company, LLC in Docket Nos. 09-MKEE-969-RTS (“969
Docket”), 11-MKEE-439-RTS (“439 Docket”), 12-MKEE-491-RTS (“491 Docket”), and 12-

MKEE-380-RTS (“380 Docket™).

Q. Do you have any other relevant experience?

A. Yes. I have directed well over 100 rate and COS studies and numerous other rate and

financial related projects. Many times these projects were conducted for self-regulated
electric utilities. I have also performed such analysis which was filed in regulated rate cases
on behalf of cooperatives in Iowa, Kansas, Michigan, Minnesota, New Hampshire, and
Texas.

I have also conducted seminars and made presentations to utilities, consumers, and
industry groups on a variety of topics including: COS, rate change communications, line
extension policies, mergers and acquisitions, DSM, conservation and energy efficiency,

industry trends, and rate design strategic planning.

PART II - INTRODUCTION

Q. What is the purpose of your testimony in this proceeding?

A. The purpose of my testimony is to support the request of Mid-Kansas Electric Company,

LLC’s (*Mid-Kansas”) for a Debt Service Coverage (“DSC”) Formula Based Rate (“FBR”)
pilot (“DSC-FBR Plan”) which would be used in the future to determine the Southern
Pioneer Electric Company (“Southern Pioneer” or “Company”) division rates.

The DSC-FBR Plan would use a predetermined formula to calculate the DSC ratio of the

Southern Pioneer division and compare it against predetermined DSC parameters. If the
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Testimony of Richard J. Macke, page 5

result is a DSC that is beneath the “floor,” then a rate increase would be implemented. If the
result is a DSC above the “ceiling,” then a rate decrease would be implemented. If the result
is between the floor and ceiling in the area referred to as the quiet zone (a.k.a. deadband),

there would be no change in rates.

Q. What is the DSC ratio?

A. The DSC ratio is a financial ratio used to assess the ability of a firm to pay its debt

obligations. A high ratio means that the firm is able to pay its debt obligations relatively
easily, while a low ratio suggests that the firm’s ability to pay its debt obligations is

potentially at risk. Below is a very simple example of the calculation.

Income before Interest Expense $100
Debt Service Payments
Interest Expense $25
Principal Payments $25
Total Debt Service $ 50
Debt Service Coverage Ratio 2.0

In this example, the firm has income sufficient to pay its debt service twice.

. Would the requested DSC-FBR Plan affect both the Southern Pioneer division retail

rates and the third-party Local Access Charge (“LAC”) rate?

. No. The DSC-FBR Plan would only be used to determine the future retail rates for the

Southern Pioneer division. Furthermore, it will only concern the distribution revenue
requirement which means that no changes in cost for the Southern Pioneer 34.5 kV system
will be passed on to either retail or third-party users of the 34.5 kV system through this FBR.
Changes in the 34.5 kV revenue requirement would remain separate and subject to the
current form of regulation so that the changes in costs related to this service can more

directly be accounted for and collected from those using the 34.5 kV system.
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Testimony of Richard J. Macke, page 6

Q. Did the prior Mid-Kansas rate application for the Southern Pioneer division in the 380

Docket include a request for a DSC-FBR?

. One component of that application was a request for what was termed “DSC Ratemaking.”

Because that docket resulted in a unanimous Settlement Agreement without the DSC
Ratemaking component, the Commission has not had an opportunity to fully consider the
requested alternative ratemaking mechanism. There are similarities between the requested
DSC-FBR Plan and the DSC Ratemaking approach requested in the 380 Docket; however,
there have been revisions in terms of the template, calculation components, adjustments, and
DSC parameters and protocols. These revisions were made in consideration of economic
development and plant investment expectations in the area, which have been evolving

recently, and to address discussions with parties to the 380 Docket.

. Is Mid-Kansas in this application requesting a rate change for the Southern Pioneer

division?

. No. The request is for approval of a DSC driven FBR on a five-year pilot basis that would be

used in the future to determine the rates for the Southern Pioneer division. Any future rate
change would remain subject to the review and approval of the Commission. The first filing

would occur in 2014.

Q. What is Mid-Kansas requesting that the Commission approve in this application?

. Mid-Kansas requests that the Commission approve the future use of the DSC-FBR Plan for

the Southern Pioneer division in accordance with the template and protocols that have been
developed and are included as exhibits to my direct testimony. The DSC-FBR template is
provided both as a blank template and populated with actual 2011 year-end data with

supporting information to demonstrate the workings. Also, Exhibit RJM-6 projects the
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Testimony of Richard J. Macke, page 7

results of the plan for 2013-2017 based upon the most recent budget and financial forecast

information available.

. Will the requested DSC-FBR Plan affect the determination of the divisional rates for

the other five Mid-Kansas distribution member-system owners?

. No. The requested DSC-FBR Plan is proposed only for the Southern Pioneer division.
. Please briefly describe the Mid-Kansas Southern Pioneer division.

A. The Aquila, Inc., d/b/a Aquila Networks - WPK (“Aquila”), electric system in Western

Kansas was acquired by Mid-Kansas and is now served in part under contracts with its six
distribution member-system owners. The Southern Pioneer division refers to the area
acquired by Mid-Kansas that is served at the distribution level by Southern Pioneer.
Generally, this area includes rural communities in southwestern Kansas. Company witness
Mr. Steve Epperson provides a more detailed discussion of the structure and operations of

Southern Pioneer.

. What are Mid-Kansas’ objectives in requesting this DSC-FBR Plan for the Southern

Pioneer division?

. The objective is to implement a cost-effective regulatory approach for the Southern Pioneer

division that provides: (1) assurance of reasonable rates, (2) gradual improvement and
stabilizing of Southern Pioneer’s financial condition, and (3) financial flexibility needed to
fund plant investments related to economic development in the area. The requested DSC-
FBR Plan has been developed in response to the truly unique financial, organizational, and
operational characteristics of the Southern Pioneer division. As developed, the DSC-FBR
Plan provides a method for periodic adjustments to rates, as might be necessary, to achieve a

predetermined and agreed-upon DSC ratio.
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Q. Do you believe that the requested DSC-FBR Plan will achieve these objectives?

A. Yes, I do. Using the most current budget and forecast available, I have projected the results
of the requested DSC-FBR Plan for the proposed five-year pilot period. As expected, the
plan produces moderate rate adjustments while enabling the utility to improve its financial

condition, meet the loan covenants of its lender, and provide electric facilities needed to
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support the economic development expected within the rural communities it serves.

Projected DSC-FBR Plan Results

DSC Equity Ratio

Test Projected Required Projected Required Projected
Year CYDSC Minimum EQY Equity Minimum Rate Change
2013 1.32 1.35 1% 2% 5.0%
2014 1.44 1.35 3% 2% 2.8%
2015 1.57 1.35 7% 5% 2.1%
2016 1.56 1.35 10% 5% 0.0%
2017 1.50 1.35 14% 8% 2.7%

These and other projected results are more fully presented and discussed in Part V of my

direct testimony.

Q. Are you sponsoring any exhibits?

A. Yes. Thave included the following exhibits detailing the analysis completed:

Exhibit RIM-1
Exhibit RIM-2
Exhibit RIM-3
Exhibit RIM-4
Exhibit RIM-5
Exhibit RIM-6
Exhibit RIM-7
Exhibit RIM-8
Exhibit RIM-9
Exhibit RIM-10

Curriculum Vitae - Richard J. Macke

Formula-Based Rate Protocols

Formula-Based Rate Template - Blank

Formula-Based Rate Template - Populated for 2011

Southern Pioneer Annual 2011 Form 7

Projected DSC-FBR Calculations

Kansas Expedited Access Charge Filing

Michigan Public Service Commission TIER Ratemaking Orders
CFC Key Ratio Trend Analysis for 2011

Kentucky Statute, Regulation, and Pass-Through Example

Q. Have the exhibits been prepared by you or under your supervision?

A. Yes.
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PART III - SUMMARY OF DIRECT TESTIMONY

Q. Please summarize the DSC-FBR Plan being requested.

A. The requested DSC-FBR Plan is an alternative approach to determining rates aimed at
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streamlining and improving the efficiency of the regulatory process. It has many similarities
to formula-based rates that are used around the country including the formula-based rates for
transmission in Kansas. The requested DSC-FBR Plan would be used for a five-year period
to determine the adequacy of rates to recover the utility’s revenue requirement. In particular,
and on an annual basis, the DSC-FBR Plan will determine the DSC ratio for the Southern
Pioneer division. If the DSC is determined to be below the “floor,” or above the “ceiling,”
the annual filing will include a proposed rate adjustment to bring the DSC back to its targeted
level. The range of results between the floor and the ceiling is referred to as the quiet zone,
wherein no rate adjustments are proposed or allowed.

For example, assume a DSC floor of 1.60, ceiling of 2.00, and target of 1.80. Using year-
end financials,' the Southern Pioneer division will make its DSC-FBR filing. If the resulting
DSC was 1.50, Southern Pioneer, as part of the filing, would request an adjustment to rates
that would increase the DSC up to 1.80.2 If the result was 2.50, Southern Pioneer must
include a request to adjust rates to lower the DSC to 1.80. Finally, if the result was anything
in between 1.60 and 2.00 (inclusive), no rate adjustment would be proposed. In such a case,
the filing would merely request a Commission finding that there is no rate adjustment for the

year for the Southern Pioneer division.

Year-end financials are generally available sometime in March. We anticipate the DSC-FBR Plan filing to be
made by May 1 each year.

The requested FBR protocols allow for a lower increase to be requested to mitigate the potential customer
impact; however, in the case of a decrease, there is no such flexibility.
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Testimony of Richard J. Macke, page 10

Q. Please summarize the procedural schedule being requested as part of the DSC-FBR
Plan request.
A. Please reference the schedule below.

May 1 Initial filing date.

Before May 31  Commission issues 90-day suspension under K.S.A. 66-117.

June 15 Within 45 days of initial filing, Staff files its report on compliance.
Intervener(s), if any, file notice of any alleged deficiencies in the
application.

July 1 If there are no deficiencies alleged by Staff or interveners that indicate
non-compliance with the DSC-FBR Plan, the Commission issues its
order approving the Application. If deficiencies are alleged, Applicant
files its response.

August 1 If deficiencies were alleged, Commission issues order either approving
application or further suspending under K.S.A. 66-117.

As proposed, the lag between the filing date and Commission order would be
approximately 60 days unless a filing is made by Staff or other party claiming that the filing
is deficient. If Staff or any other party believes the filing is deficient in some manner, it will
advise the Commission within 45 days of the filing; and the Company will file its response
no later than 60 days after the initial filing date. The Commission would then have until the
end of the 90-day period to issue an order approving the filing or suspending the docket for
an additional period of time under K.S.A. 66-117. In this situation, the Commission would
set a pre-hearing conference to establish a procedural schedule for the presentation of the

testimony and exhibits supporting the respective parties’ position.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Testimony of Richard J. Macke, page 11

PART IV - DSC-FBR REGULATION

Q. Please summarize why a DSC-FBR Plan is being requested as the means for regulating

the Southern Pioneer division rates in the future?

. As has previously been discussed in my testimony and that of Southern Pioneer CEO, Mr.

Steve Epperson, the current traditional regulatory approach for the Southern Pioneer division
rates is deficient in that it is a high cost, timely, and resource intensive model that is
inadequate to address the financial condition and plant investment needs of the Southern
Pioneer division, especially given its small size.

Furthermore, Southern Pioneer is unique among electric utilities in Kansas and perhaps in
the United States. While the Southern Pioneer division rates are regulated like a cooperative,
Southern Pioneer is not a cooperative. It is therefore unlikely that the rates for the Southern
Pioneer division could be deregulated (at least not under current statutes and regulations).
DSC-FBR ratemaking is an alternative regulatory approach that can provide many benefits to

the regulatory process while balancing the interests of the various stakeholders.

Q. What do you mean when you say that Southern Pioneer is unique?

A. Southern Pioneer is unique with regard to the combination of its capital structure,

organizational structure, regulatory oversight, and operations. In acquiring the assets of the
former Aquila electric system, Pioneer Electric Cooperative, Inc. (“Pioneer Electric
Cooperative”) established Southern Pioneer as a separate legal -entity, whereas the rest of the
Mid-Kansas member-systems acquired their share of the former Aquila electric system
within their respective pre-existing cooperative organizations. As a result, Southern Pioneer
is not an electric cooperative; yet it is 100 percent owned by an electric cooperative and has

agreed to operate as a not-for-profit. Since it is not an electric cooperative, the Southern
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Pioneer division rates will remain subject to Commission regulation.’ I am not aware of any
other electric utility operating in Kansas or elsewhere in the United States that is similar.

In terms of rate regulation, is there anything unique about how the Southern Pioneer
division rates are currently regulated?

Yes. Although it is regulated under a traditional regulatory approach, there is currently a
form of alternative regulation in place for the Southern Pioneer division rates from the Aquila
acquisition docket, Docket No. 06-MKEE-524-ACQ (“524 Docket”). The Commission-
approved Stipulation and Agreement in the 524 Docket (“524 S&A”) requires the Southern
Pioneer division to file a revenue refund plan with the Commission to reduce its Times
Interest Earned Ratio (“TIER”) to 2.00 if its annual TIER exceeds 2.20. While the other
Mid-Kansas member-systems were subject to this provision for only an initial five-year
period (which has since terminated), the requirement stays in effect indefinitely for the
Southern Pioneer division. This is a clear difference in how the Southern Pioneer division
rates are being regulated versus the other five Mid-Kansas divisions or other regulated
electric utilities in Kansas. Please reference the following from the Commission-approved

524 S&A, paragraphs 29-30:

3

Per Kansas Statute 66-104d, electric cooperatives, with the majority vote of the membership, may opt out of
Commission rate regulation.
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29.  Southem Pioneer shall filc a report by March 31% of each year supporting the TIER
and DSC calculations for the preceding ycar’s operations.
30.  Southern Pioneer agrees to the following additional provisions:
a. At such time as Southern Pioneer’s TIER exceeds 2.2, as calculated December
31 and each calendar year-end thereafter, and Southern Pioneer meets other minimum loan
covenants (i.e., DSC, Equity to Asset, etc.) required by its lender(s), Southern Pioneer will

initiate a Revenue Refund Plan to reduce its TIER to 2.0 and submit such Revenue Refund

Plan to Commission Staff for consideration and approval.

Q. Is this provision in the 524 S&A similar to the DSC-FBR Plan Mid-Kansas is requesting
in this application?

A. Yes, it is very similar. The Southern Pioneer division rates are currently being evaluated in
terms of their TIER performance. Specifically, a TIER ceiling of 2.20 and a TIER target of
2.00 has been established. What is missing, and what is being requested in this application,
is to add a floor and utilize a DSC ratio instead of TIER. That would complete the
mechanism and would provide an appropriate and efficient model going forward for the
continued regulation of the Southern Pioneer division rates.

Q. What is the difference between a TIER and DSC?

A. Both are broadly accepted coverage ratios aimed at assessing the ability of the utility to
service its debt. Debt issuers often include minimum coverage ratios that must be
maintained by the borrower for precisely this reason. A general definition of each is
below:

TIER = The TIER ratio is the ratio of annual earnings before interest of a business to

its annual interest expense. As such it is a measure of the long-term viability or
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solvency of a business in terms of being able to pay off its debts.

DSC = The DSC ratio is the ratio of cash flows available to annual interest and

principal payments on debt. Like TIER, it is a measure of the ability of the utility to

pay its debt obligations.

There are a number of variations as to the numerator of these ratios; namely, the
income used. For example, when using only operating income, the ratio is typically
deemed an Operating TIER/DSC. When using net income, the ratio may be referred to as
simply TIER/DSC or sometimes Net TIER/DSC. Somewhat of a hybrid would be the
Modified TIER/DSC, in which case certain non-operating income/expense is included or
excluded. Southern Pioneer’s lender, CoBank, uses the term DSC, although the

computation is more indicative of a Modified DSC.

. Is the concept of allowing an expedited rate adjustment using a preapproved formula

a new concept in Kansas?

A. No I don’t believe it is new. I am aware that, in Docket No. 127, 140-U, the Commission

adopted a simplified filing procedure and expedited review procedure for access charge
adjustments for rural telephone companies that was based on a similar concept. I have
attached a copy of the process approved by the Commission in an order dated November
19, 1990 (Exhibit RIM-7). I am advised by counsel that this process was later endorsed
by the Kansas Legislature in 1996 when it adopted the process as part of the 1996 Kansas

Telecommunications Act in K.S.A. 66-2008(d).

. Are you aware of any other examples of annual formula-based rate-setting processes

affecting Kansas electric rates?

A. Certainly there are formula rate processes in place at the Federal Energy Regulatory
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Commission (“FERC”) for setting wholesale rates charged in Kansas for transmission and
generation. For example, Mid-Kansas, Kansas City Power & Light (“KCP&L”), and
Westar Energy, Inc. (“Westar”) each have a transmission FBR. On the generation side,
Westar’s Cost-Based Formula Rate Agreement for Full Requirements Electric Service was
approved by FERC in Docket No. ER-07-1344 based upon a power contract entered into
between Westar and Kansas Electric Power Cooperative, Inc. (“KEPCo0”). Cost support
for the annual adjustments to Westar’s rates is based upon Westar’s FERC Form 1 and is
computed using an established formula. This concept was not objected to by the KCC --
which was a party to the FERC docket -- and was ultimately approved by FERC with
modifications recommended by non-KCC parties to the docket. The concept underlying
the request for the continued regulation of the Southern Pioneer division rates in this

docket is similar.

. Are there any other relevant examples concerning the setting of retail rates in

Kansas?

. Yes. Automatic adjustment mechanisms that automatically flow through changes in the

cost of purchased power and/or fuel expense are relevant examples of retail rate
mechanisms currently in place in Kansas (and throughout most of the United States).
Furthermore, the Mid-Kansas transmission FBR recently approved by this Commission is
automatically passed through to retail customers in the Mid-Kansas division retail rates by

way of the power cost adjustment sometimes referred to as ECA2.

. Are you aware of other states or electric utilities whose retail rates are subject to some

form of FBR regulation?

A. Yes. Retail formula rates are available and used by Investor-Owned Utilities (“IOU”) in
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Alabama, Mississippi, Louisiana, and Illinois and by electric cooperatives in Michigan.

. Please provide and describe an example FBR being used in the regulation of retail rates

for IOUs.

As part of the “Energy Infrastructure and Modernization Act” passed in 2011, a new
distribution rate regulatory model, termed Formula Rate Plan (“FRP”), was implemented
in Illinois.* In order to participate in the FRP, utilities must choose to invest specific
amounts in their transmission, distribution, and smart grid systems with the recovery of
the investments addressed in annual FRP proceedings and subject to approval by the
[linois Commerce Commission (“ICC”).

Among other things, the FRP formula defines the utility’s capital structure, the
allowed return on equity (“ROE”) formula, pension expense recovery, incentive
compensation expenses, and a +/- 50 basis point quiet zone (a.k.a. deadband) around the
allowed ROE. The FRP is to expire at the end of 2017 unless continued by future
legislation.

A large 10U, Commonwealth Edison (“ComEd”), filed its first FRP in November of
2011. For future filings, ComEd will make its annual filing in May of each year with new
rates to be effective the following January. In fact, ComEd filed its second FRP in April
of 2012. Similar to what is requested in this case, it is noteworthy that the FRP includes
estimated net plant additions and depreciation expense for 2012.

A second large IOU, Ameren Illinois, made its first FRP filing with the ICC in January
2012. The ICC issued its order in September for October implementation. As with

ComEd, and as established by the 2011 law, new rates will take effect every January.

Public Act 097-0616. http://www.ilga.gov/legislation/publicacts/97/PDF/097-0616.pdf
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ComEd has approximately 3.8 million customers in the Chicago area. Ameren Illinois
serves approximately 1.2 million customers. If this type of regulatory framework can be
implemented for such large IOUs, it seems reasonable that it could work for a much

smaller utility that is 100 percent owned by a cooperative.

. Please explain the FBR mechanism that has been used by the Michigan Public Service

Commission (“MPSC”) to regulate the rates of Michigan electric cooperatives.

A. TIER ratemaking has been used in Michigan since 1981. TIER ratemaking started with one

electric cooperative on an experimental two-year basis. Shortly after it issued its order in
Case Number U-6652, the MPSC approved TIER Indexing for a second cooperative on an
experimental basis. After the two-year trial period in 1983, the MPSC revisited TIER
Indexing (still under Case Number U-6652); and, with some refinements, renamed the
process TIER Ratemaking and made it available to all of Michigan’s cooperatives as part of
the ratemaking process. In November 1995, the MPSC again initiated a proceeding in Case
Number U-11016 for the purpose of considering changes to the TIER ratemaking process
including whether or not it should be continued. This review spawned extensive testimony
and exhibits from both the cooperatives and the MPSC Staff which included a 165-page
report prepared by Staff documenting its review of cooperative regulation in Michigan.
Interestingly, in contrast to the conclusion in the Michigan Staff’s report suggesting that
TIER Ratemaking should be discontinued, the MPSC ordered that TIER Ratemaking should
be continued. In fact, TIER ratemaking continues to be used by rate regulated electric
cooperatives in Michigan, although the electric cooperatives there are now able to opt out of

rate regulation similar to Kansas.
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Q. What reasons did the MPSC give for first adopting TIER ratemaking in Case No. U-
6652?

A. The reasons MPSC adopted TIER ratemaking were:

1. Lower rate case overhead (legal, consultants, staff hours, and travel to Lansing,
Michigan).

2. Lower overall TIER needed due to reduced regulatory lag.

3. Lower financing costs as a result of revenue stability.

4. Reduced demand on MPSC resources.

5. Process was simple, mechanically non-controversial, and easy to understand.

6. The characteristics of cooperatives adapt themselves to this type of mechanism. Staff
will monitor expenses and the reliability of the mechanism; and management will be
expected to reduce, wherever possible, expenditures.

Q. In the 380 Docket, Staff testified that one of the main reasons the MPSC had initially
approved TIER indexing was because the cooperative for which the process was
approved was in dire need of financial assistance. Is this an accurate assessment of
Michigan’s approach to the issue?

A. Without question, the applicant Ontonagon County Rural Electrification Association
(“Ontonagon”) was in dire need of financial assistance. It had been experiencing negative
operating margins even after a recent rate increase was approved by the MPSC and was faced
with the need to file frequent traditional rate applications to solidify its financial
performance. This is described and confirmed by the MPSC in it order in Case No. U-6652,
a copy of which is attached as Exhibit RIM-8. It is important to recognize though, that while

the Commission could have applied other remedies to the situation, it determined that TIER
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indexing was an appropriate alternative to the traditional ratemaking approach for the reasons
cited above and enumerated in the order.’

The KCC should recognize that the Southern Pioneer division is also in need of financial
assistance. Not unlike Ontonagon, Southern Pioneer has been experiencing negative
operating margins even after two rate applications. The purpose for this application is
precisely for reasons of improving its financial performance and developing a mechanism to

achieve this purpose in the most effective and least burdensome manner.

Q. Please explain further the financial condition of Southern Pioneer.

A. With the exception of 2010, Southern Pioneer has failed to generate positive operating

margins. Clearly, a utility’s rates must at least cover operating expenses. Table 1 below

shows the annual operating margins since the year of the acquisition.

Table 1
Summary
Annual Operating Margin
Annual Operating
Year Margin
2007 ($2,463,120)
2008 ($1,144,151)
2009 (5$1,604,626)
2010 § 774372
2011 (3 394,575)
2012 YTD ($ 864,598)

During this period of time, there have been two rate applications for the Southern
Pioneer division. These traditional rate applications have not put the Southern Pioneer

division on the path to financial stability, and another approach should be considered.

5

Reference Exhibit RIM-8.
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Q. One of the claimed benefits of utilizing a non-traditional ratemaking approach, as
stated above, is cost savings versus the traditional regulatory model. How much did
the most recent rate application cost the Southern Pioneer division?

A. Southern Pioneer incurred costs of over $440,000 for consulting and legal fees, and KCC
and Citizens’ Utility Ratepayer Board (“CURB”) assessed cost. It should be noted that
these costs, which are ultimately borne by the customers, do not include costs for internal
Mid-Kansas or Southern Pioneer utility staff time and related expenses. The cost and
resource strain of making a rate application is significant for a utility the size of the
Southern Pioneer division which has approximately 17,200 customers and 46 full-time
employees.

Q. How would implementation of the requested DSC- FBR Plan reduce these regulatory
costs and burdens?

A. Traditional rate applications have proven to be very costly and burdensome due to the
complexity and process of a rate application which includes:

1. Multiple rounds of expert testimony by the applicant, interveners, and Staff.

2. Substantial analytical modeling by the applicant and its experts, along with

interveners and Staff.

3. Multiple rounds of discovery involving the applicant, interveners, and Staff.

4. Substantial auditing requirements due to the adjustments typically requested.

Unfortunately, due to its financial condition and expected future facility investment
requirements in its service territory, the Southern Pioneer division is likely to need to
continue filing frequent rate applications; with the next application being the abbreviated

case scheduled to be filed in the second quarter of 2013, and the next general rate case
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thereafter expected in late 2013 or early 2014.

In contrast, since the DSC-FBR template and protocols would be predetermined, the
requested process should require very little consulting, legal, or even Staff and CURB
costs. In addition, it should require less internal resources for the same reasons.

As is the case in Michigan, consulting and legal fees would be expected to be minimal
compared to the $440,000 that the latest rate application cost Southern Pioneer and
ultimately the ratepayers. I would anticipate that under the requested DSC-FBR Plan,
Southern Pioneer staff would complete the formula calculation and would engage
consulting and legal assistance only for review and or document/filing preparation
purposes. There should not be a need for any expert testimony, let alone multiple rounds,
as is currently the case. The DSC-FBR mechanism uses audited financials and includes
very few adjustments so that the audit by Staff and CURB would be much less
burdensome and costly. Related, the need for discovery would be reduced, something that
was very costly in the last rate application. While it is difficult to put precise dollars to
this, suffice it to say that one would expect substantial rate case expense savings over the

course of the proposed five-year pilot term versus the traditional rate case approach.

. Would the requested DSC-FBR Plan lower the overall coverage ratios used to

determine the revenue requirement?

. Yes, because of reduced regulatory lag and assurance of an annual assessment, the DSC

ratio can be lowered. The requested DSC target would actually start at 1.60 in 2013 and
then move to 1.80 for the remaining years of the pilot. This is lower than the 2.20 or 2.00

that has been previously requested in traditional rate applications.

Q. How would implementation of the requested DSC-FBR Plan reduce regulatory lag?
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A. A traditional rate application is subject to a 240-day suspension. In addition, the

application is normally prepared using the audited financials from the most recent year,
which are generally not available until March. Adding to that the time it takes to prepare
the analysis, testimony, and application, the regulatory lag between the end of the
historical test year and the date of the expected order can easily be 420 to 480 days (14 to
16 months). For example, Mid-Kansas filed the 380 Docket rate application using 2010
year-end results. The Commission order was issued June 25, 2012. From the end of the
test year to the date of the order was 535 days. In contrast, and as discussed in greater
detail later in my testimony, the requested DSC-FBR would be filed no later than 120 days
after the end of the year with a 90-day suspension. In this case, the regulatory lag would
be 210 days, or about one-half the time for a standard rate case. In addition, since the
DSC-FBR Plan includes the impact of budget-year capital expenditure requirements on

debt service, there is effectively even less lag.

Q. Why is regulatory lag considered such a problem for the Southern Pioneer division?

A. Regulatory lag simply refers to the time between putting infrastructure into service and

when the utility may begin recovery of the costs associated with the infrastructure and its
operation. While regulatory lag may be seen by some as providing a cost control
incentive, Southern Pioneer’s situation dictates otherwise. The Southern Pioneer division
is facing increasing costs, due in large part to its need to make large plant improvements
and additions to its system. Companies with a balanced capital structure can finance new
capital investment with debt and equity and then seek rate adjustments to cover the
increased costs. As Southern Pioneer faces increased plant investment to meet the new

demands as a result of economic development related to the oil and gas industry’s
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expansion, it must access capital from creditors or investors. This is more difficult and
costly for a company like Southern Pioneer, which is already almost 100 percent debt
financed. Regulatory lag impairs Southern Pioneer’s ability to achieve adequate operating
margins and stable coverage ratios and build equity, which makes it more difficult and
costly to obtain capital needed to respond to customer demands. It also prolongs the need
for Pioneer Electric Cooperative to guarantee Southern Pioneer’s debt. The DSC-FBR
Plan proposed in this docket is structured to allow Southern Pioneer to achieve positive
operating margins and build equity to assist the Company in financing new capital
investment.

Q. Are there other benefits to a DSC-FBR regulation approach for the Southern Pioneer
division that the Commission should consider?

A. Yes. The DSC-FBR Plan also provides the following benefits:

1. Provides the Southern Pioneer division with more timely financial support to meet the
substantial economic development related plant investment requirements in its service
territory.

2. Helps avoid rate shock by resulting in smaller, more frequent rate changes.

3. Provides a level of surety to the Southern Pioneer division’s banker by offering a plan
to address Southern Pioneer’s margin and equity performance and meet its loan
covenants.

Q. Please elaborate on why the Commission should consider the impact of economic
development and related plant investment requirements as part of this request.
A. Both company witnesses Mr. Epperson and Mr. Gulley provide greater specifics concerning

the direct and ancillary economic development as a result of oil and gas development
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happening and being projected in the part of Kansas serviced by Southern Pioneer. Again,
when this development and the required plant investments is coupled with the current capital
structure of Southern Pioneer (i.e., 100 percent debt), clearly there is a need for a timelier
means of cost recovery than a 400- to 500-day schedule would provide. This growth will
require millions of dollars of upfront investment in infrastructure by Southern Pioneer, and it
will take years for the development and load growth to mature and pay off these investments.
In the meantime, if the Southern Pioneer division rates cannot provide cash to defray
borrowing, it will be very difficult for Southern Pioneer to achieve its loan covenants
concerning equity and DSC ratios. Continuing with traditional, costly, burdensome,
backward-looking, and perhaps annual rate applications is not only the most expensive way
of handling this but may also be inadequate given the regulatory lag previously discussed.
The requested DSC-FBR Plan is a viable alternative mechanism from which the

Commission, developers, and rural communities would benefit.

. Does the requested DSC-FBR Plan shift the “burden of proof” to Staff and

interveners?

. No. In this application, Mid-Kansas will have already met its initial burden of

establishing that the DSC-FBR Plan is in the public interest as part of its approval in this
docket. The Commission will have already determined that an expedited annual process is
beneficial to customers of the Southern Pioneer division. In the annual filings, Mid-
Kansas, or Southern Pioneer after the certification spin-down, will have the burden of
presenting the data and information required by the Commission to establish the basis for
any rate adjustment under the previously approved formula. If, after investigation and

analysis, Staff takes the position that the Southern Pioneer division has failed to comply
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with the formula as approved by the Commission, the Company has the burden of
establishing its compliance. If the Company’s filing is in compliance with the
requirements of the DSC-FBR Plan, but Staff wants to take a position that the rates
resulting from the filing should not be approved (such as a recommended disallowance of
an expense), then Staff would have the burden of proof as to that recommended
disallowance. This is no different than the burden Staff and interveners have if they
recommend a cost disallowance in a traditional rate case proceeding. Clearly, the
?ppropriate burden stays with the appropriate party.

Similarly, if an interested party wants to ask the Commission to terminate the DSC-
FBR Plan prior to the end of the five years adopted by the Commission, then that entity
would have the burden of proving the DSC-FBR Plan is no longer just and reasonable and
should be discontinued. This is no different than any complaint brought against a
regulated utility regarding a company practice that has previously been reviewed and

approved by the Commission.

. Should the Commission be concerned that the requested DSC-FBR Plan would result

in less control and regulatory oversight?

. No. Again, as part of this docket, the Commission will determine the appropriate

structure for the DSC-FBR Plan. If the Commission agrees that there are benefits to
allowing an expedited annual ratemaking process for the Southern Pioneer division, then
the ultimate plan adopted will be established and approved by the Commission in this
proceeding. Thus, the structure and the standards for the annual filings will have been
fully reviewed and determined to be just and reasonable as a preliminary matter.

Additionally, when each annual filing is made, the Staff has a full opportunity to
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review and make sure the rules adopted by the Commission have been followed by the
Company. Finally, although the parties would expect that the Plan would be in effect for
five years if approved in this docket, the Commission always retains the power and
authority to revisit a prior decision if it believes modification is necessary to protect the

public interest.

Q. Does the requested DSC-FBR Plan prohibit interveners?

A. It must be remembered that one of the primary goals of the DSC-FBR Plan is to reduce

regulatory expense and lag so that the Southern Pioneer division can not only meet its
financial goals but so it can make the necessary investments in its plant to support
economic development. This goal is forsaken if the annual filings become nothing more
than standard rate cases with liberal interventions, extensive discovery, and full audits.
The Company recognizes that an interested entity can request intervention in a proceeding
before the Commission and that the Company has the right to object to such intervention
based upon the facts and circumstances of the case. To balance competing interests, the
requested DSC-FBR Plan places the responsibility upon Staff to review the filing for
compliance; and if the filing is in compliance with the standards approved by the
Commission in this case, then it will be expeditiously submitted to the Commission for
final approval. If Staff or a party granted intervention files an objection to the application,
then that objection can be presented to the Commission as part of the expedited process.
Again, any interested entity can file a complaint with the Commission at any time;
however, the filing of such a complaint cannot cause a delay in the annual filing unless the

Commission takes action necessary to delay the filing.
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PART V - REQUESTED DSC-FBR PLAN

A. TEMPLATE AND PROTOCOLS

Q. Please explain how the requested DSC-FBR calculation works.

A. By May 1 of each year, and for a period of five years, Southern Pioneer will complete the
formula worksheet template as provided in the attached Exhibit RIM-3 and make its annual
filing with the Commission. The template will be populated with financial and operating
data from Southern Pioneer’s year-end Form 7, Trial Balance and budget.

The major components of the calculation, which are shown in more detail in Exhibit
RIM-3, are summarized as follows:
A. Statement of Operations.
B. Debt Service Payments.
. Debt Service Margins.

C
D. Debt Service Coverage.

=

Debt Service Parameters.
F. Initial Operating Income Adjustment.
G. Equity Test.
H. Final Revenue Adjustment Proposed.
Q. Will any adjustments be made to the actual results or performance in completing the
above steps?
A. Yes. The template pre-defines and limits the adjustments to the minimum required in order
to achieve the goals of the DSC-FBR Plan. The following adjustments will be made.

Operating Revenue and Patronage Capital: An adjustment will be made to annualize any

rate change implemented during the year being evaluated. This is necessary to avoid
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pancaking rate increases. The adjustment will be made based on rate change per annual
energy sales (kWh) multiplied by the actual energy sales (kWh) prior to the rate change
implementation.

Tax Expense - Other: So long as Mid-Kansas holds the certificate of convenience for the

Southern Pioneer division customers, an adjustment will be made to remove any Deferred
Income Tax Expense reported by Southern Pioneer on its Form 7; currently on the Tax
Expense - Other line. If, or when the certificate of convenience is transferred to Southern
Pioneer, an adjustment will be made to remove non-cash deferred income tax expense
from the test year. This adjustment is proposed in order to align with CoBank’s
calculation of the DSC. If CoBank’s calculation changes in this regard, the DSC-FBR
calculation would likewise need to change.

Debt Service: The actual debt service payments (principal and interest) in the test year
will be adjusted to the budgeted amounts.

Debt Service Margins: An adjustment will be made to add back non-cash expenses

related to the amortization of the Rural Utilities Service (“RUS”) buyout penalty which is
presently being recorded on the Other Deductions and Amortizations line of the Form 7.
This will make the DSC calculation consistent with the application of the CoBank loan
covenants,
Q. Why will the DSC-FBR calculation include the budgeted debt service payments for the
Southern Pioneer division?
A. As previously discussed, Mid-Kansas and Southern Pioneer have been involved in
discussions and meetings concerning the substantial economic development underway and

expected in southwest Kansas including the rural communities served by the Southern
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Pioneer division. Including the debt service payments on the budgeted plant expenditure
requirements helps Southern Pioneer meet these requirements while not further degrading its

financial performance.

. Are you recommending a true-up be made to reconcile the projected debt service

payments to actual?

. Yes. Each filing will include a comparison of actual annual debt service payments to what

was budgeted and included in the previous filing. The difference, either positive or negative,

will be multiplied by the target DSC and included in the filing.

Q. Have you included a template and protocols for the requested DSC-FBR Plan filing?

A. Yes. I have included a working template of the assessment/calculation that would be made

and filed annually, beginning in 2014. This is provided as a blank template in Exhibit RIM-3
and populated with 2011 data in Exhibit RIM-4. In addition, Exhibit RIM-2 provides a

description of the protocols for the DSC-FBR Plan.

. What DSC floor, ceiling, and target will apply to the Southern Pioneer division under

the DSC-FBR Plan?

. In the first year, the DSC floor and target will be set at 1.60 and the ceiling will be 2.00.

Beginning in year two and for the remainder of the Plan, the floor will remain at 1.60, the
ceiling will remain at 2.00, and the target will move to 1.80. Graphically, this would look as

follows:
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Q. Why is it appropriate to use DSC as the margin test in the FBR for the Southern

Pioneer division?

. This is appropriate for a few reasons. First, because the Southern Pioneer division operates

as a not-for-profit and its sole shareholder is Pioneer Electric Cooperative, the same type of
approach as is used for other Kansas cooperatives is appropriate. Second, in 2011 the
Southern Pioneer division refinanced its RUS debt with CoBank. While the RUS has a TIER
requirement, its current lender, CoBank, has established loan covenants and benchmarks
based upon annual DSC performance. Third, and related, the DSC is an appropriate means
of assessing, evaluating, and setting the Southern Pioneer division’s margins because it
measures the ability of Southern Pioneer to meet debt service obligations which is an

indication of its financial health,

. For purposes of the DSC-FBR Plan, how are you recommending to define and calculate

DSC?

A. Because a primary purpose for the requested DSC-FBR Plan is to provide a path for the
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Southern Pioneer division to meets its loan covenants, I recommend that the DSC be defined
and calculated consistent with its lender, CoBank. As evidenced in the loan contract, the
Debt Service Coverage Ratio is defined as follows:

“Debt Service Coverage Ratio” shall mean the ratio of: (1) the difference between
(i) net income (after taxes and after eliminating any gain or loss on sale of assets or
other extraordinary gain or loss), plus depreciation expense, amortization expense,
and interest expense; minus (ii) non-cash patronage and non-cash income from joint
ventures; to (2) all principal payments due within the period on all Long-Term Debt
plus interest expense (all as calculated for the twelve month period ending with the
end of the quarter in which the calculation is being made in accordance with GAAP
consistently applied).

This is the same definition agreed to by the parties in the Settlement Agreement in the
380 Docket which was approved by the Commission. In applying the above formula,
CoBank allows Southern Pioneer to add back non-cash deferred income tax expense to the
numerator. This accommodation, which makes it easier to meet the minimum coverage

requirement, has been confirmed with CoBank since the 380 Docket was completed; and so

the calculation of the DSC in the template has been updated to be consistent.

Q. What is the minimum DSC that CoBank requires of Southern Pioneer?

A. Beginning third quarter 2013, CoBank’s minimum DSC requirement is 1.35. Please

reference the following:

“8.1 Debt Service Coverage Ratio. The Company (on both a consolidated and an
unconsolidated basis) will have at the end of each fiscal quarter of the Company, a
Debt Service Coverage Ratio for the twelve month period ending with the end of such
quarter of not less than 1.35 to 1.00.”

. Is it necessary for the Southern Pioneer division to operate at a DSC ratio above the

minimum required by its lender?

. Yes. It is necessary to build in some “buffer” to ensure positive operation margins are

produced and to deal with contingencies such as variability in sales and unexpected costs.
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Ultimately, this buffer will facilitate improvement of Southern Pioneer’s capital structure
(i.e., equity ratio) to meet the standards of its lender, stabilize its financial condition, and
allow the guarantee currently required of Pioneer Electric Cooperative to be lifted. The
following Table 2 provides information on the national and state median DSC ratios in the
most recent five years as available from the National Rural Utilities Cooperative Finance

Corporation (“CFC”) for its electric cooperative borrowers.

Table 2
Summary of Modified DSC
(2007-2011 Median Values)
Source: CFC Key Ratio Trend
Analysis
Year I National , Kansas
2007 1.86 - 1.90
2008 1.82 1.71
2009 1.85 1.70
2010 1.96 1.86
2011 1.81 1.78
Ave. 1.86 1.79

As can be seen in the above table, the median DSC in Kansas has recently ranged from
1.70 to 1.90, with an average of 1.79. It should be noted that, similar to CoBank, CFC also
requires borrowers to achieve a 1.35 DSC ratio. The lender minimums in place are to
identify the point at which a utility’s solvency and ability to repay its debts is at risk.
Clearly, a utility should not normally operate on the edge of this minimum but should target a
coverage ratio that provides an adequate cushion. Based on the above information, the
cushion for electric cooperatives in Kansas is about 0.44 (1.79 - 1.35). This is the same

cushion embedded in the 1.80 target for the requested DSC-FBR Plan.

Q. Is it possible for Southern Pioneer to meet its minimum DSC with CoBank while

operating at negative operating margins?
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A. Yes, in fact this happened in 2011. Simply achieving the minimum DSC cannot be relied

upon to indicate the adequacy of rates for Southern Pioneer.

. You mentioned that targeting a DSC in excess of the minimum loan covenant is needed

to improve the capital structure of Southern Pioneer. What is Southern Pioneer’s

capital structure?

. Using 2011 year-end financial statements, I have summarized in Table 3 the Southern

Pioneer division’s equity ratio as a percent of total capitalization. This has been prepared
using the margins and equities as stated on the balance sheet and then again excluding its
investment/equity in Mid-Kansas. It is informative to look at the equity without the
investment in Mid-Kansas as the remainder represents the equity generated by the
distribution operations of the Southern Pioneer division. Although it accumulates an equity
share in Mid-Kansas, such equity and margins are generated by Mid-Kansas’ wholesale rates

and are not available as cash to the Southern Pioneer division.
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Table 3
Southern Pioneer Equity Position
Asof 12/31/11
1. Equity Over Assets
Total Total Equity
Equity Assets Ratio
® ) (%)
Southern Pioneer 329,229 103,678,095 0.3
National Median (CFC borrowers for 2011) 43.32
State Median (CFC borrowers for 2011) 43.00
2. Distribution Equity (excluding equity in associated organizations)
Distribution Distribution Equity
Equity Assets Ratio
® ) (%)
Southern Pioneer -5,094,309 98,254,557 -5.2
National Median (CFC borrowers for 2011) 35.93
State Median (CFC borrowers for 2011) 36.14

As can be seen above, the Southern Pioneer division currently has very little equity.
Were it not for Southern Pioneer’s equity investment in Mid-Kansas, it would actually have
accumulated negative equity of over $5,000,000. Without adequate funding of operations
and plant investments from rates, the capital structure of the Southern Pioneer division will
continue to be substantially over-leveraged, which limits access to needed financing and
increases debt costs and business risk. In fact, it is because of this that CoBank has required
that Pioneer Electric Cooperative guarantee Southern Pioneer’s debt. The ability for
Southern Pioneer to borrow on its own merit is important to both Southern Pioneer and
Pioneer Electric Cooperative and its members and should be obtained as soon as possible.

To assist in evaluating the minimum equity targets for the Southern Pioneer division, I
would reference the following from the Waiver and Fifth Amendment to Amended and

Restated Credit Agreement with CoBank:
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3.1 Subsection 8.2 of the Credit Agreement is hereby amended and restated to
read as follows:

Equity to Total Assets Ratio. The Company (on an unconsolidated basis) will have
at the end of each fiscal quarter shown below, an Equity to Total Assets Ratio of not
less than the ratio shown next to such quarter:

FISCAL QUARTER REQUIRED RATIO ENDING: (Equal to or greater than)
9/30/2011 through 6/30/2013 0

9/30/2013 through 12/31/2014 2%

3/31/2015 through 12/31/2016 5%

3/31/2017 through 12/31/2018 8%
3/31/2019 through 12/31/2019 11%
Each fiscal quarter thereafter 15%

3.3  The definition of “Equity” (as contained in Exhibit A of the Credit Agreement) is
hereby amended to add the following sentence at the end thereof:

“Notwithstanding the foregoing, in calculating Equity, the other
comprehensive income impact of the Company’s pension payment
obligation shall be excluded.”

Q. What is then a reasonable DSC target ratio within the context of the requested DSC-
FBR Plan?

A. Given Southern Pioneer’s weak financial position and inability to fund needed capital
improvement and replacement projects without a loan guarantee from Pioneer Electric
Cooperative, a DSC starting at 1.60 in year one and 1.80 thereafter would be appropriate for
use with the requested DSC-FBR Plan. Such would be slightly below the average national
median and right at the average Kansas state median for the most recent five years. I would
stress that the appropriateness of a 1.80 DSC has been established based on the specific

design of the requested DSC-FBR Plan and its five-year term. If the workings of the formula

were to change, the appropriate DSC target may need to be re-assessed.
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Q.

B.

If a DSC target of 1.80 is sufficient to allow Southern Pioneer to meet its financial
needs, why does your plan allow the Company to retain earnings from rates that
generated a DSC of 1.80 - 2.00?

As with most FBR plans, there is a deadband or quiet zone established around the targeted
return within which no rate adjustments are made. The primary purpose for having a
deadband is to reduce the frequency of rate changes when possible. It can also effectively
preserve an incentive for the utility to reduce costs. Without a deadband, the utility would
have complete assurance that it would be able to pass along all costs and achieve its target
each year. With the deadband, the utility is allowed to under-perform versus the target but
only to a point at which it then needs to make an upward rate adjustment. Likewise, the
utility is allowed to outperform the target but only to a point at which it then needs to make a

downward adjustment. It really is a type of a risk sharing mechanism.

RATE DESIGN

Q.

Near the beginning of your testimony you referenced that the DSC-FBR Plan will only
apply to the distribution revenue requirement and not the 34.5 kV revenue
requirement. Please explain.

The Southern Pioneer division owns, operates, and maintains 34.5 kV facilities used to
provide service to its retail customers and to third parties, a.k.a. wholesale customers. The
associated revenue requirement on the 34.5 kV system is currently recovered through a
combination of a separate LAC to the wholesale customers and the retail rates, which embed
the LAC in the base retail rates. In order to ensure the fair treatment and collection of the

revenue requirement, the requested DSC-FRB Plan will focus only on the distribution
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system and will leave the 34.5 kV revenue requirement to be collected under existing rates
and/or any adjustment requested through other available means.

Direct assignment of costs based upon the chart of accounts will be used when possible to
develop the distribution system costs. The Retail and LAC Cost of Service studies from the
380 Docket will be used to allocate common costs to the distribution system. In prior Mid-
Kansas rate applications, the classification of costs for the 34.5 kV system has largely been
non-controversial. Since the Southern Pioneer division studies from the 380 Docket are
fairly recent, I recommend utilizing the classification factors contained therein to classify the
revenue requirement developed in accordance with the requested DSC-FBR Plan when direct
assignments cannot easily be made. This is the purpose for the Distribution Allocation

Factor column in the template (Exhibit RIM-3).

Q. Please describe how a rate adjustment would be implemented under your proposal.

A. As described in my Exhibit RIM-2, and illustrated in Exhibit RIM-4, I recommend that

any rate adjustment resulting from the DSC-FBR Plan be implemented as a proportionate
adjustment such that the percentage of “base revenue” by retail rate class prior to the
adjustment is maintained. Base revenue is defined as retail rate schedule revenue less

purchased power expense for each class as determined in the 380 Docket

. Are you familiar with any other regulated utilities that make rate adjustments in

proportion to revenue by rate class?

. Yes, this approach has frequently been used in Kentucky since 1999 as a means to flow

through wholesale rate changes in lieu of a class cost of service study. I have attached, as
Exhibit RIM-10, the Kentucky Statute KRS 278.455, Regulation 807 KAR 5:007 and an

example filing for reference. With regards to this approach used in Kentucky, if a
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distribution cooperative wishes to make a disproportionate change, it must then file a rate
application with a cost of service study. Similarly, in my proposed DSC-FBR Plan, if
something other than a proportionate allocation of the increase/decrease is filed, then a

class cost of service study must be filed in support.

Q. Will a proportionate allocation of a rate adjustment result in cost-based rates?

A. 1 believe it will, within a range of reasonableness. Because the current Southern Pioneer

division rates were recently determined in the 380 Docket which included a class cost of
service study, it is reasonable for an interim adjustment to simply distribute any change on
a proportionate basis. There is not typically a substantial shift in cost of service over the
short term (i.e., five years), and to require a class cost of service study for annual filings
would be burdensome and unnecessary.

The proposed rate adjustment approach of distributing based on a pro rata basis of
distribution revenue from the 380 Docket decision and cost of service study ensures that
rate adjustments caused by changes in per unit distribution costs are spread in a manner

that is reasonable in my opinion.

. OTHER DSC-FBR PLAN PROVISIONS

. Have you developed any provisions in the DSC-FBR Plan protocols to help mitigate risk

and address potential customer bill impacts?

. In developing the template and protocols I have included a number of safeguards to ensure a

proper balancing of the financial needs of the Southern Pioneer division with the rate impact

to customers. These include:

1. The plan will have a five-year term.
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2.

3.

A filing seeking a rate increase in excess of 10 percent would trigger a full rate case.
A rate increase will not be implemented that produces an equity over asset ratio
greater than 35 percent unless applying such limitation would prevent Southern
Pioneer from meeting its lender’s minimum coverage and equity ratios.

The formula and protocols will be agreed upon in this case.

The annual filing will include support information in easily verifiable Uniform
System of Accounts format.

Commission Staff and any party granted intervention will have adequate time,
information, and opportunity to review the accuracy of the annual filing before the
rates become effective; and if any unresolvable errors are identified during its review,
the objecting party can submit its objection to the Commission.

In no way would the ability of any consumer to file a complaint with the Commission

be preempted.

D. PROJECTED RESULTS OF REQUESTED DSC-FBR PLAN

Q. Have you evaluated the requested DSC-FBR Plan in terms of: 1) whether it is expected

to achieve the CoBank minimum DSC covenants, 2) whether it is expected to result in

equity ratios that meet or exceed the CoBank minimum equity requirements, and 3)

whether the application of the DSC-FBR Plan will in fact result in more gradual,

moderate rate increases?

A. Yes, I have evaluated each of these. Using the best projections available from the Southern

Pioneer division, I have prepared the following tables and graphs to help convey the

anticipated results under the implementation of the requested DSC-FBR Plan.
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The following table summarizes the projected compliance filing DSC, the DSC Floor,
Target, and Ceiling along with a projection of the rate adjustment that would result from the
annual filing. Keep in mind that the first annual filing would occur in 2014 and would
evaluate the 2013 results and budgeted 2014 debt service levels.

Projected DSC FBR Plan Results
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DSC
Projected
Test  Compliance DSC DSC DSC Projected
Year Filing Result Floor Target Ceiling Rate Change
2013 1.12 1.60 1.60 2.00 5.0%
2014 1.51 1.60 1.80 2.00 2.8%
2015 1.59 1.60 1.80 2.00 2.1%
2016 1.67 1.60 1.80 2.00 0.0%
2017 1.55 1.60 1.80 2.00 2.7%
This is further illustrated in the chart below.
2.50 6.0%
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The table below compares the projected calendar year DSC results with the CoBank

minimum requirements for each year.
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Projected CY DSC
Under DSC FBR Plan

Projected CoBank
Year CYDSC Min. Req.

2013 1.32 1.35
2014 1.44 1.35
2015 1.57 1.35
2016 1.56 1.35
2017 1.50 1.35

Without any rate adjustment between now and the end of 2013, it would appear that the
calendar year 2013 DSC will be slightly below the CoBank minimum. However, in the 380
Docket the Commission approved an abbreviated filing for the Southern Pioneer division that
is currently expected for the first part of 2013. I have not factored that into my analysis
because of the uncertainty, but I do expect it will help relieve and meet the 2013 DSC
requirement.

The above table demonstrates that the FBR is projected to allow the Southern Pioneer
division to meet its DSC loan covenants with CoBank. There are a couple of things that
affect and lower the projected calendar year DSC from what might otherwise be expected.
First, any rate adjustment resulting from the FBR Plan will not be implemented until around
mid-year, so the full increase will not be realized within that calendar year. Additionally, the
requested FBR is only intended to pick up changes related to the distribution revenue
requirement. While there could be the need for an increase to recover the 34.5 kV revenue
requirement, that would need to be achieved through other means. In a perfect world, if the
rates were put into effect January 1 and included a corresponding adjustment to the 34.5 kV

rate components, the calendar year DSC would get very close to hitting the target.
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Finally, the table below compares the estimated ending year equity over asset ratio for the
Southern Pioneer division under the DSC-FBR Plan.

Projected Year End Equity

Under DSC FBR Plan
Projected CoBank Projected
Year EOY Equity Min. Regq. EOQY Distribution Equity
2013 1% 2% -8%
2014 3% 2% -7%
2015 7% 5% -5%
2016 10% 5% -2%
2017 14% 8% 0%

In addition to showing a projection of total equity over assets, I have included a
projection of the distribution equity which excludes the investment and margins from Mid-
Kansas to the Southern Pioneer division. This is helpful to see to what extent equity is being
generated by the Southern Pioneer division retail rates under the plan. Thus, while the total
equity is projected at 14 percent at the end of the plan, the Southern Pioneer division’s
distribution equity is only then starting to turn positive.

Q. Please summarize your analysis of the DSC-FBR Plan.

A. In my assessment, the DSC-FBR Plan has been developed in a way that meets the objectives
of: (1) assuring reasonable rates, (2) gradually improving and stabilizing Southern Pioneer’s
financial condition, and (3) providing the financial flexibility needed to fund plant
investments in response to economic development in the area.

Q. Does this conclude your prefiled Direct Testimony?

A. Yes, it does.
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‘Power System
Engineering, Inc.

RICHARD J. MACKE

VICE PRESIDENT, ECONOMICS, RATES, AND BUSINESS
PLANNING

SUMMARY OF EXPERIENCE AND EXPERTISE

Over 15 years of experience in electric utility consulting.

Specialized expertise in financial analyses with particular emphasis on utility finance,
rate and cost of service matters, financial planning, and financial modeling.

Frequent speaker at utility board, commission, and staff meetings.
Expert witness for utility rate cases.

PROFESSIONAL EXPERIENCE
Power System Engineering, Inc. - Minneapolis, MN (1999-present)

Vice President, Economics, Rates, and Business Planning (June 201 1-present)
Vice President, Rates and Financial Planning (July 2010-May 201 1)

Leader, Rates and Financial Planning (April 2008-June 2010)

Senior Rate and Financial Analyst (2002-March 2008)

Rate and Financial Analyst (1999-2002)

As Vice President of the Economics, Rates, and Business Planning Department at PSE,
responsibilities include managing the firm’s economic and rate practice areas and
providing senior level consulting services to clients in the areas of cost of service, rate
design, financial planning and forecasting, merger and acquisition analysis, and support.
Additional responsibilities include strategic planning, litigation support, regulatory
compliance, capital expenditure, and operational assessments and advisement.

Energy & Resource Consulting Group, LLC - Denver, CO (1998-1999)

Senior Analyst

Senior Analyst for financial, engineering and management consulting firm. Performed
consulting services related to electric, gas, and water rate studies. Part of the Financial
and Engineering Advisor Team contracted to the City Council of the City of New
Orleans, LA to assist in various electric and gas utility matters. Provided expert testimony
and participated in various regulatory proceedings involving the City Council, the Public
Utilities Commission of Texas, and the Public Utilities Commission of Nevada. Provided
general financial, management, and public policy support to clients.

Power System Engineering, Inc. - Blaine, MN (1996-1998)

Financial Analyst

Financial Analyst in Utility Planning and Rates Division. Emphasis on retail rate studies,
including revenue requirements, and bundled/unbundled cost of service studies. Provided
analysis used to support testimony, mergers and acquisitions cases, and financial
forecasting,.
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RICHARD ). MACKE

EDUCATION

University of Minnesota, Minneapolis, MN
Masters of Business Administration (emphasis on Finance and Strategic Management),
2007
Bethel University, St. Paul, MN
Bachelor of Arts Degree in Business (emphasis on Finance and Marketing),
Minor: Economics, 1996

ADDENDUM REFERENCES - EXPERT TESTIMONY

Case or
Jurisdiction Docket No. Description
Kansas 11-MKEE-380 Mid-Kansas Electric Company, LLC, application for revised
-RTS rates, tariffs, and rate design changes. Filed on behalf of its
member-owner, Southern Pioneer Electric Company, Inc.
Kansas 11-MKEE-491 Mid-Kansas Electric Company, LLC, application for revised
-RTS rates, tariffs, and rate design changes. Filed on behalf of its
member-owner, Western Cooperative Electric Assn., Inc.
Kansas 11-MKEE-439 Mid-Kansas Electric Company, LLC, application for revised
-RTS rates, tariffs, and rate design changes. Filed on behalf of its
member-owner, Wheatland Electric Cooperative, Inc.
Kansas 09-MKEE-969 Mid-Kansas Electric Company, LLC, application for approval
-RTS to make certain changes in the charges for electric services.
Filed on behalf of Mid-Kansas and its member-owners: Lane-
Scott Electric Cooperative, Inc.; Prairie Land Electric
Cooperative, Inc.; Southern Pioneer Electric Company, Inc.;
Victory Electric Cooperative Association, Inc.; Western
Cooperative Electric Association, Inc.; and Wheatland Electric
Cooperative, Inc.
Kansas 09-PNRE-563  Pioneer Electric Cooperative, Inc., application to increase rates.
-RTS Testimony filed on behalf of Pioneer.
Kansas 09-WHLE-681 Wheatland Electric Cooperative, Inc., application to increase
-RTS rates. Testimony filed on behalf of Wheatland.
Minnesota E-111/ Dakota Electric Association, application to increase rates.
GR-03-261 Testimony filed on behalf of Dakota.
Texas 2150 North Star Steel, appropriateness of settlement rates being
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charged by Entergy Gulf States, Inc. Testimony filed on behalf
of North Star Steel before the Public Utilities Commission of
Texas.




Exhibit RIM-2 - Formula-Based
Rate Protocols




Exhibit RIM-2
Page 1 of 4

Mid-Kansas: Southern Pioneer Division

DSC-FBR Plan Protocols

A. PURPOSE

The DSC-FBR Plan is an annual ratemaking mechanism used to assess and potentially adjust Mid-
Kansas’ Southern Pioneer Electric Company’s (Southern Pioneer) divisional retail rates based on a
DSC based formula. Its purpose is to allow, for a five year pilot period, timely adjustments to retail
rates without the expense, risk and lag related to preparing and presenting a full rate case every year
before the Kansas Corporation Commission (Commission).

B. PROCESS

No later than May 1* of each year during the Plan, Southern Pioneer shall submit is DSC-FBR Plan
filing for the calendar year just ended (“Test Year”).

Upon filing of the Plan by the Southern Pioneer and by May 31 the Commission will suspend the
applications for a period of 90 days pursuant to K.S.A 66-117. The KCC staff will have 45 days from
the date Southern Pioneer files to review the application to determine if it is in compliance with the
Plan as approved by the Commission, or to obtain compliance from Southern Pioneer if Staff believes
the initial filing contains errors. Within 45 days after the filing, Staff or interverners can file an
objection indicating the filing is deficient if there are problems in the filing that have not been resolved
informally with the Company. Any such objections shall set forth the alleged error(s) in the filing
along with supporting documentation and shall relate specifically to Southern Pioneer’s application of
the DSC-FBR Plan process and include specific evidence that Southern Pioneer has improperly
applied DSC-FBR as described herein. Other questions, concerns or complaints regarding Southern
Pioneer or its parent company that are outside the scope of the DSC-FBR Plan shall not be raised in
the annual adjustment dockets. However, no party is precluded from raising such issues through the
normal means available before the KCC.

If Staff files a report within 45 days confirming that Southern Pioneer’s filing is in compliance with
the DSC-FBR Plan approved by the Commission in this docket, and no other relevant objections are
submitted by interveners, then the Commission shall issue an Order allowing the rates proposed in the
application to become effective no later than 60 days after the filing date.

If Staff or interveners file an objection to Southern Pioneer’s DSC-FBR application indicating the
filing is deficient, then Southern Pioneer shall file its response to said objection within 60 days from
the filing date. Within 90 days from the filing date, the Commission will issue an order either
approving the DSC-FBR application or further suspending the docket under K.S.A. 66-117 and set a
prehearing conference to establish a procedural schedule for the presentation of the testimony and
exhibits supporting the respective parties’ position. The procedural schedule will include settlement
discussions to allow the parties to attempt to resolve the objections without hearing.

The process outlined above does not prohibit interested parties from exercising any other rights they
may have to bring a separate complaint before the Commission regarding Southern Pioneer, its rates
or services.
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C. CUSTOMER NOTIFICATION

Customers will receive notice of the filing at the time it is made with the Commission. Such notice
shall be made via bill inserts and shall contain the following information:

1. The date the filing was made with the Commission and the docket number assigned.

2 The amount of the revenue adjustment presented.

3. The impact on each individual rate class as contained in the filing.

4 A statement explaining that the rate adjustment is being made pursuant to the DSC-

FRB Plan, with a cite to this docket and the date of the Commission’s Order
approving the Plan in this docket.

5. A contact person and phone number for questions.
D. TERM

The DSC-FBR Plan, as described herein, shall be implemented for an initial period of five calendar
years, inclusive of the year adopted, with the initial filing occurring in 2014 and the final filing
occurring in 2018. The DSC-FBR Plan shall be a part of the Commission regulatory process as it
applies to Southern Pioneer and if Southern Pioneer should become unregulated by the Commission,
then DSC-FBR Plan shall be terminated.

E. CALCULATION

Each filing shall be based on actual results as presented in the December Financial and Statistical
Report (Form 7) and trial balance utilizing the FERC Uniform System or Accounts.! The calculation
shall follow the form and format included in Exhibit RIM-3.  Specific details concerning the
calculation are as follows:

1. Adjustments to actual results for the Test Year will be made as follows:

a. If a rate adjustment was implemented during a portion of the Test Year, then the
Operating Revenue and Patronage Capital line shall be increased or decreased for
estimated revenue impact of annualizing the rate adjustment determined by
multiplying the product of the average annualized kWh rate change times the kWh
during the Test Year that were not subject to the rate adjustment.

b. Tax Expense — Other will be adjusted to reflect the cash tax expense associated with
the Test Year. As appropriate an incremental adjustment will be made to include tax
obligations associated with any revenue adjustment made in accordance with B.1.a.
above.

c. Interest on Long-Term Debt will be adjusted to reflect the interest on long-term debt
expected for the calendar year immediately following the Test Year (“Budget Year”).

d. Interest Expense — Other will be adjusted as necessary to reflect the amount of short-
term interest expense expected for the Budget Year.

e. Debt Service Payments actually made during the Test Year shall be adjusted to reflect
the interest and principal payments expected for the Budget Year. Interest expense for

! Form 7 page number references are from the 2011 Form 7 format.
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this purpose shall include both long-term and short-term interest expense. The debt
service payments on said debt requirements will be calculated using a 30-year
amortization schedule at the [insert rate basis]. The debt service payments will be
determined within the context of the Southern Pioneer budget including the projected
plant investments and cash flows needs.

2. The formula used to compute Southern Pioneer’s DSC for purposes of the DSC-FBR
will be made in accordance with Exhibit RIM-3, Page 2, Lines 32 through 48.

F. DEBT SERVICE COVERAGE PARAMETERS

The DSC determined in the formula will be evaluated based upon the Floor, Target and Ceiling as
defined in the table below.

Test Year DSC Floor DSC Target DSC Ceiling
2013 1.6 1.6 2.0
2014 1.6 1.8 2.0
2015 1.6 1.8 2.0
2016 1.6 1.8 2.0
2017 1.6 1.8 2.0

G. REVENUE ADJUSTMENTS

Adjustments to the Southern Pioneer division retail rates will be determined by comparing the DSC to
the DSC Parameters in TABLE 1 as follows:

a) Ifthe DSC is between the DSC Floor and DSC Ceiling, i.e., within the DSC Quiet Zone, there
need be no Rate Adjustment.

b) If the DSC is greater than the DSC Ceiling, then a Rate Adjustment necessary to bring DSC
back to the DSC Target will be requested.

c) Ifthe DSC is below the DSC Floor, then a Rate Adjustment necessary to bring DSC back to
the DSC Target will be requested.

d) A revenue adjustment shall not exceed 10 percent calculated on an annual system-wide basis.
In the event a greater increase is requested, a standard rate case filing consistent with the
modified filing requirements approved by the Commission in Docket No. 12-MKEE-380-
RTS shall be required.

e) Southern Pioneer may determine to reduce or defer a revenue increase adjustment resulting
from the process described herein. It may not reduce or defer a revenue decrease adjustment.

H. EQUITY TEST

A rate increase will not be implemented that would achieve or maintain an equity percent of assets in
excess of 35 percent, unless such would be reasonably determined to force Southern Pioneer to violate
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its loan covenant(s) with its lender. For this purpose equity shall be calculated as consistent with its
lender as contained in its loan documents and any amendments applicable thereto.

I. RATE DESIGN

A rate adjustment resulting from the DSC-FBR will adjust rates such that the distribution of base
revenue by rate schedule or class prior to the increase remains unaffected unless Southern Pioneer
provides cost of service study support to justify something different. For purposes of the Plan, base
revenue by rate schedule shall be determined from rate schedule revenue by rate class shown in the
12-MKEE-380-RTS Commission Order less power supply costs as determined in the Southern
Pioneer class cost of service submitted in the 380 Docket and shown in Exhibit RIM-14, Page 2, Line
32. If Southern Pioneer requests anything other than this distribution, such must be accompanied by a
new class cost of service.

J. FILING EXHIBITS
In support of the annual DSC-FBR filing, Southern Pioneer shall submit the following information:

1. Application describing the revenue adjustment requested, the proposed changes in rates and how
the application complies with the requirements of the DSC Ratemaking Plan approved in this
docket.

Southern Pioneer’s complete RUS Form 7 or successor document for the year in question.
Completed formula with adjustments as contained in Exhibit RJM-3.
Any supplemental schedules including trial balances as needed to audit the filing.

wok N

Proposed tariff sheets including the proposed rate adjustment.
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SOUTHERN PIONEER ELECTRIC COMPANY

DISTRIBUTION FORMULA BASED RATE

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM [YEAR] NO. AMOUNT [YEAR] FACTOR FBR
3 & €3] 380 Docket 3]

1. A.STATEMENT OF OPERATIONS

2 Operating Revenue and Patronage Capital F7,Pt. A.Col. B [1] - - Direct -
3 Power Production Expense F7, P A, Col B - 0.0000 -
4. Cost of Purchased Power F7,Pt A, Col. B - 1.0000 -
5. Transmission Expense F7,Pt. A, Col. B - 0.0000 -
6 Regional Market Expense F7,Pt. A, Col. B - 0.0000 -
7 Distribution Expense - Operation F7,Pt. A, Col. B - 1.0000 -
8 Distribution Expense - Maintenance F7.PLA Col B - 1.0000 -
9 Customer Accounts Expense F7,Pt. A, Col. B - 1.0000 -
10.  Customer Service and Informational Expense F7,PLA Col B - 1.0000 -
11.  Sales Expense F7, Pt. A, Col. B - 1.0000 -
12,  Administrative and General Expense F7, Pt. A, Col. B - 0.9836 -
13, Total Operation & Maintenance Expense - FLPL.ACIE - - -
14.  Depreciation and Amortization Expense F7,Pt A, Col. B - 0.7427 -
15.  Tax Expense - Property & Gross Receipts F7,Pt. A, Col. B - 0.7427 -
16.  Tax Expense - Other F7,Pt. A, Col. B [2] - - Calculated -
17.  Interest on Long-Term Debt F7, Pt A, Col. B [3] - - 0.8068 -
18.  Interest Charged to Construction - Credit F7,Pt. A, Col. B - 0.8068 -
19. Interest Expense - Other F7,Pt. A, Col. B [4] - - 0.8068 -
20.  Other Deductions F7, Pt A, Col. B - 0.8068 -
21. Total Cost of Electric Service -~ FI,P.A,Col.B - - -
22, Patronage Capital & Operating Margins - FLPtLAColB - - -
23.  Non Operating Margins - Interest F7,PL A, Col. B - 0.7427 -
24.  Allowance for Funds Used During Construction F7,Pt. A, Col. B - 0.7427 -
25. Income (Loss) from Equity Investments F7, Pt. A, Col. B - 1.0000 -
26. Non Operating Margins - Other F7,Pt. A, Col. B - 1.0000 -
27.  Generation and Transmission Capital Credits F1, Pt A,Col. B - 1.0000 -
28.  Other Capital Credits and Patr. Dividends F7,Pt. A, Col. B - 0.8068 -
29.  Extraordinary Items F7,Pt. A, Col. B - 1.0000 -
30. Patronage Capital or Margins -~ F1L,PLAColB - - -
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SOUTHERN PIONEER ELECTRIC COMPANY
DISTRIBUTION FORMULA BASED RATE

Exhibit RIM-3
Page 2 of 6

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM [YEAR] NO. AMOUNT [YEAR] FACTOR FBR
3) 3) 3) 380 Docket 3

32. B. DEBT SERVICE PAYMENTS
33. Interest Expense - Line17+Line 19 - - 0.8068 -
34.  Principal Payments F7,Pt.0, Col B [51 - - 0.8068 -
35. Total Debt Service Payments - - - -
36.
37. C. DEBT SERVICE MARGINS
38.  Patronage Capital or Margins - Line30 - 0.0000 -
39.  Plus: Depreciation and Amortization Expense - Lield - 0.7427 -
40.  Plus: Interest Expense - Line33 - - 0.8068 -
41.  Plus: Non-Cash Other Deductions Amortizations Trial Balance - 0.8068 -
42, Plus: Cash Capital Credits Cash Received F7,Pt.,16,Col. A - 0.8068 -
43.  Plus: Non-Cash Income Tax Expense Trinl Balance - - Calculated -
44.  Less: Income (Loss) from Equity Investments - Line2s - 1.0000 -
45, Less: Other Capital Credits and Patr, Dividends - Line28 - 0.8068 -

46. Total Debt Service Margins
48. D.DEBT SERVICE COVERAGE

50. E. DEBT SERVICE PARAMETERS
51.  Floor

52. Target
53.  Ceiling
54.

55. E_INITIAL OPERATING INCOME ADJUSTMENT

56. DSC Adjustment Required to Achieve Target
57. Debt Service Payments
58.  After-Tax Operating Income Adjustment

2012-01-004 SPEC FBR version 7.xIsm
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Exhibit RIM-3
Page 3 of 6

SOUTHERN PIONEER ELECTRIC COMPANY
DISTRIBUTION FORMULA BASED RATE

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM [YEAR] NO. AMOUNT [YEAR] FACTOR FBR
® ® (3] 380 Docket 3
60. G. EQUITY TEST (Increase will not result in > 35% equity ratio) Plus
61, Pre-Adjustment Adjustment Post-Adjustment
62. Total Margins and Equities F7,Pt.C, L35 - -
63. Total Assets F7,PtC, L28 [6] - -
64. Equity Ratio L62/L63
| 65. =
! 66. H. FINAL REVENUE ADJUSTMENT PROPOSED
| 67. After-Tax Operating Income Adjustment -
‘ 68. Divided by Tax Adjustment (1 - Combined Tax Rate) -
69. Before-Tax Revenue Adjustment -
70. Rate Schedule Revenue . -
71. Adjustment Percentage 0.00%

2012-01-004 SPEC FBR version 7.xIsm Printed: 1/4/2013



Exhibit RIM-3
Page 4 of 6

SOUTHERN PIONEER ELECTRIC COMPANY
DSC-FBR - ADJUSTMENTS

ADJUSTMENT [1] — REVENUE

Adjustment to annualize rate adjustment implemented during test year
Annual Rate Adjustment Authorized by Commission -
Total kWh Sales During Test Year -
Average per kWh $0.00000 314
kWh Sales Prior to Implementation of Rate Adjustment Input
Revenue Adjustment to Annualize Rate Adjustment $ - L5xL6

A S A

ADJUSTMENT [2] - OTHER TAXES

. Adjustment to add back non-cash income tax expense

. Cash Test Year Other Tax Expense

Test Year Other Tax Expense - FI,PLACo.B
Adjustment to Actual Other Tax Expense $ - LIl-L12

—
N =S

—
W

—
TN

. ADJUSTMENT [3] -- Long-Term Interest Expense

. Adjustment to reflect the Budget.

. Adjustment to I ong-Term Interest Expense

. Actual Year Long-Term Interest Expense 5 - FL,PLA,ColB
Budget Year Long-Term Interest Expense - Budget

. Adjustment to Actual Long-Term Interest Expense $ - LI9LI8

—
~ O\

—
O oo

[\
(=]

NN
N

. ADJUSTMENT [4] --Other Interest Expense

. Adjustment to reflect the Budget,

Adjustment to Other Interest Expense

. Actual Year Other Interest Expense $ - FLPLACIB
. Budget Year Other Interest Expense - Budget

. Adjustment to Actual Other Interest Expense 5 - 126-125

NN
A W

NN
AN L

[\
~3

)
oo
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29.
30.
3L
32.
33.
34.
35.
36.
37.
38.
39.
40.

SOUTHERN PIONEER ELECTRIC COMPANY
DSC-FBR - ADJUSTMENTS

ADJUSTMENT |[5] —- Principal Payments

Adjustment to reflect the Budget.
Adjustment to Principal Payments
Actual Year Principal Payments

Budget Year Principal Payments
Adjustment to Actual Principal Payments

ADJUSTMENT J6] -- Assets
Adjustment to reflect budgeted Assets.
Actual Year-End Assets

Budgeted Year-End Assets
Adjustment to Actual Assets

2012-01-004 SPEC FBR version 7.xIsm

Exhibit RIM-3
Page 5 of 6

F7,Pt. O,Col. B
Budget
L33-132

F7,Pt. C, L28.
Budget

L39-138
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Exhibit RIM-3

Page 6 of 6
SOUTHERN PIONEER ELECTRIC COMPANY
Proportional Allocation of DSC-FBR Rate Adjustment to Rate Classes
Based on Base Revenue by Rate Schedule
(@) (b) (c) (d (e) ® 3] (62)] @
Per Docket 380 Cost of Service and Settlement Allocation of Rate Adjustment
Revenue Allocated
Line Scttlement Power Supply Base FBR Base
No. Rate Schedule Rates Cost of Service Revenue Percent | Adjustment Revenue Percent
® 6)) ® (%) ® ® (%)

1  Residential Service (12-RS)

2 General Use 15,466,839 8,201,386 7,265,453 42.3% - 7,265,453 42.3%
3 Space Heating 962,557 543,365 419,192 2.4% - 419,192 2.4%
4 General Service Small (12-GSS) 1,954,373 1,035,164 919,209 5.4% - 919,209 5.4%
5  General Service Large (12-GSL) 14,962,201 9,086,483 5,875,718 34.2% - 5,875,718 34.2%
6  General Service Space Heating 546,294 358,139 188,155 1.1% - 188,155 1.1%
7  Industrial Service (12-IS) 1,984,784 1,280,249 704,535 4.1% - 704,535 4.1%
8  Industrial Service-Primary Discount - 0.0% - - 0.0%
9 Real -Time Pricing (RTP) 82,550 82,550 - 0.0% - - 0.0%
10 Transmission Level Service (12-STR) 24,515,362 23,809,675 705,687 4.1% - 705,687 4.1%
11 Municipal Power Service (12-M-I) 211,942 119,821 92,121 0.5% - 92,121 0.5%
12 Water Pumping Service (12-WP) 611,125 367,776 243,349 1.4% - 243,349 1.4%
13 Irrigation Service (12-IP-1)) 200,995 111,907 89,088 0.5% - 89,088 0.5%
14 Temporary Service (12-CS) 8,700 3,769 4,931 0.0% - 4,931 0.0%
15 Lighting 947,775 287,875 659,900 3.8% - 659,900 3.8%
16 Total Retail Rates 62,455,499 45,288,159 17,167,339 | 100.0% 17,167,339 | 100.0%
17

18  Third Party LAC (12-LAC) 1,059,317 - 1,059,317 | 100.0% 1,059,317 | 100.0%
19

20 Total All Rates 63,514,816 45,288,159 18,226,656 | 100.0% - 18,226,656 | 100.0%
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SOUTHERN PIONEER ELECTRIC COMPANY
DISTRIBUTION FORMULA BASED RATE

Exhibit RIM4
Page 1 of 6

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2011 NO. AMOUNT 2011 FACTOR FBR
%) %) 3) Docket 380 ®)

1 A. STATEMENT OF OPERATIONS
2 Operating Revenue and Patronage Capital 60,493,642 F7,Pt.A.ColB [1] - 60,493,642 Direct 58,270,203
3 Power Production Expense - FLPLACO.B - 0.0000 -
4. Cost of Purchased Power 45,347,282 7,1 A, Col. B 45,347,282 1.0000 45,347,282
5. Transmission Expense 789,649 F7,Pt.A ColB 789,649 0.0000 -
6 Regional Market Expense - FLPLACO.B - 0.0000 -
7 Distribution Expense - Operation 2,998,013 7, P A ColB 2,998,013 1.0000 2,998,013
8 Distribution Expense - Maintenance 1,518,929 F7,P.A.coLB 1,518,929 1.0000 1,518,929
9 Customer Accounts Expense 1,292,172 F7,pt A.Col. B 1,292,172 1.0000 1,292,172
10. Customer Service and Informational Expense 68,128 F7,Pt.A,Col.B 68,128 1.0000 68,128
11. Sales Expense 12,674 v7,ptACol B 12,674 1.0000 12,674
12. Administrative and General Expense 1,266,887 F7,PtA.Col.B 1,266,887 0.9836 1,246,064
13. Total Operation & Maintenance Expense 53,293,734 F1.PLA.ColB - 53,293,734 0.9848 52,483,262
14, Depreciation and Amortization Expense 2,444,084 F7,pLA,ColLB 2,444,084 0.7427 1,815,106
15.  Tax Expense - Property & Gross Receipts - FLPLACilB - 0.7427 -
16. Tax Expense - Other 966,129 F7,PLA.CoL B [2] (966,129) - 1.1694 -
17.  Interest on Long-Term Debt 3,538,969 F1,pra.coLB 3 1,537,057 5,076,026 0.8068 4,095,529
18. Interest Charged to Construction - Credit - FLPLAColB - 0.8068 -
19. Interest Expense - Other 275,477 F1,puAColLB [4] (193,560) 81,917 0.8068 66,094
20. Other Deductions 155,121 F7.pPtA. Cot.B 155,121 0.8068 125,157
21. Total Cost of Electric Service 60,673,514 F1,pr A ColB 377,368 61,050,882 0.9596 58,585,148
22. Patronage Capital & Operating Margins (179,872) F7,pt. A, Col. B (377,368) (557,240) (314,945)
23.  Non Operating Margins - Interest 869 F1,P.A ColLB 869 0.7427 645
24, Allowance for Funds Used During Construction - FLPLACOB - 0.7427 -
25. Income (Loss) from Equity Investments 1,415,012 F7,pt A col. B 1,415,012 1.0000 1,415,012
26.  Non Operating Margins - Other (12,666) F7,pt. A, Col. B (12,666) 1.0000 (12,666)
27.  Generation and Transmission Capital Credits - FLPtLACol.B - 1.0000 -
28. Other Capital Credits and Patr. Dividends 272,500 ¢7,p A, ColB 272,500 0.8068 219,863
29, Extraordinary ltems F7,Pt A, Col.B - 1.0000 -
30. Patronage Capital or Margins 1,495,843 F7,pt. A, Col. B (377,368) 1,118,475 1.1694 1,307,910
3L
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SOUTHERN PIONEER ELECTRIC COMPANY
DISTRIBUTION FORMULA BASED RATE

Exhibit RIM4
Page 2 of 6

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2011 NO. AMOUNT 2011 FACTOR FBR
(t3) ) ) Docket 380 %)

32. B. DEBT SERVICE PAYMENTS
33.  Interest Expense 3,814,446 Linc17 +Linc 19 1,343,497 5,157,943 0.8068 4,161,622
34, Principal Payments 669,847 F7,p.0,Col B [5] 749,865 1,419,712 0.8068 1,145,477
35. Total Debt Service Payments 4,484,293 2,093,362 6,577,655 0.8068 5,307,100
36.
37. C. DEBT SERVICE MARGINS
38. Patronage Capital or Margins 1,495,843 Line30 1,118,475 1.1694 1,307,910
39. Plus: Depreciation and Amortization Expense 2,444,084 Linc14 2,444,084 0.7427 1,815,106
40, Plus: Interest Expense 3,814,446 Line33 1,343,497 5,157,943 0.8068 4,161,622
41, Plus: Non-Cash Other Deductions Amortizations 53,816 Trisl Balence 53,816 0.8068 43,421
42, Plus: Cash Capital Credits Cash Received - F1,PtJ, L6 Col A - 0.8068 -
43,  Plus: Non-Cash Income Tax Expense 966,129 Line 16 (966,129) - 1.1694 -
44.  Less: Income (Loss) from Equity Investments (1,415,012) Line2s (1,415,012) 1.0000 (1,415,012)
45. Less: Other Capital Credits and Patr. Dividends (272,500) Line 28 (272,500) 0.8068 (219,863)
46. Total Debt Service Margins 7,086,806 7,086,806 5,693,184
47,
48. D.DEBT SERVICE COVERAGE 1.58 wrasiss 1.08 1.07
49,
50. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are:
S1. Floor 1.60
52. Target 1.80
53.  Ceiling 2.00
54,
55. F. INITIAL OPERATING INCOME ADJUSTMENT
56.  DSC Adjustment Required to Achieve Target 0.73
57. Debt Service Payments 5,307,100
58.  After-Tax Operating Income Adjustment 3,859,595
59.

2012-01-004 SPEC FBR version 7.xIsm
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SOUTHERN PIONEER ELECTRIC COMPANY
DISTRIBUTION FORMULA BASED RATE

Exhibit RIM-4
Page 3 of 6

2012-01-004 SPEC FBR version 7.xIsm

UNADJUSTED ADJUSTED
HISTORICAL HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2011 NO. AMOUNT 2011 FACTOR FBR
%) 6)) ® Docket 380 (&)
G. EQUITY TEST (Increase will not result in > 35% equity ratio) Plus
Pre-Adjustment Adjustment Post-Adjustment
Total Margins and Equities 329,229 F1,p1C,L36 3,859,595 4,188,824
Total Assets 103,678,095 1,pec,La3 6] 12,733,879 116,411,974
Equity Ratio 0.32% L66/L68 3.60%
H. FINAL REVENUE ADJUSTMENT PROPOSED
After-Tax Operating Income Adjustment 3,859,595
Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
Before-Tax Revenue Adjustment 3,859,595
Rate Schedule Revenue 58,270,203
Adjustment Percentage 6.62%
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

ADJUSTMENT [1] —— REVENUE

Exhibit RIM-4
Page 4 of 6

Adjustment to annualize rate adjustment implemented during test year

Annua] Rate Adjustment Authorized by Commission
Total kWh Sales During Test Year
Average per kWh

kWh Sales Prior to Implementation of Rate Adjustment

Revenue Adjustment to Annualize Rate Adjustment

ADJUSTMENT J2] - OTHER TAXES

. Adjustment to remove non-cash income tax expense
. Cash Test Year Other Tax Expense

Test Year Other Tax Expense

. Adjustment to Actual Other Tax Expense

. ADJUSTMENT [3] - Long-Term Interest Expense
. Adjustment to reflect the 2012 Budget.

. Adjustment to Long-Term Interest Expense

. Actual Year Long-Term Interest Expense

Budget Year Long-Term Interest Expense

. Adjustment to Actual Long-Term Interest Expense

. ADJUSTMENT [4] —Other Interest Expense
. Adjustment to reflect the 2012 Budget.

Adjustment to Qther Interest Expense

. Actual Year Other Interest Expense
. Budget Year Other Interest Expense
. Adjustment to Actual Other Interest Expense

2012-01-004 SPEC FBR version 7.xlsm

700,682,341

$0.00000 L34

Input

3 - LsxLs

$ -
966,129 F7,pPA,cCoLB

$ (966,129) L11-112

$ 3,538,969 FrpeacoB
5,076,026 Budget

$ 1,537,057 vrisiis

$ 275,477 F7,Pt A, Col.B
81 ,9 17 Budget

$  (193,560) 126-125
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29.
30.
31.
32.
33.
34.

35.
36.
37.
38.
395.
40.
41.
42.
43.
44,
45.

SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

ADJUSTMENT |5] — Principal Payments
Adjustment to reflect the 2012 Budget.
Adjustment to Principal Payments

Actual Year Principal Payments

Budget Year Principal Payments
Adjustment to Actual Principal Payments

ADJUSTMENT [6] — Assets
Adjustment to reflect budgeted Assets.

$ 669,847
1,419,712
$ 749,865

Actual Year-End Assets $ 103,678,095
Budgeted Year-End Assets 116,411,974
Adjustment to Actual Assets $ 12,733,879

Depreciation Expense Allocator Alloc, Actual Amt,
Depreciation - Transmission 02573 § 391,409
Depreciation - Distribution 0.7427 § 1,129,530
1.0000 § 1,520,939

2012-01-004 SPEC FBR version 7.xIsm
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F7,Pt.O,Col. B
Budget
L33-132

F7,Pt. C,L28.
Budget
L39-138
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Exhibit RIM4

Page 6 of 6
Proportional Allocation of DSC FBR Rate Adjustment to Rate Classes
Based on Base Revenue by Rate Schedule
(a) (b) ©) @ (e) @ & ()] @
Per Docket 380 Cost of Service and Settlement Allocation of Rate Adjustment
Revenue Allocated
Line Settlement | Power Supply Base FBR Base
No. Rate Schedule Rates Cost of Service Revenue Percent | Adjustment Revenue Percent
® &) ® (%) ® &) (%)
1  Residential Service (12-RS)
2 General Use 15,466,839 8,201,386 7,265,453 42.3% 1,633,434 8,898,887 42.3%
3 Space Heating 962,557 543,365 419,192 2.4% 94,244 513,436 2.4%
4  General Service Small (12-GSS) 1,954,373 1,035,164 919,209 5.4% 206,658 1,125,868 5.4%
5  General Service Large (12-GSL) 14,962,201 9,086,483 5,875,718 34.2% 1,320,991 7,196,709 34.2%
6  General Service Space Heating 546,294 358,139 188,155 1.1% 42,301 230,456 1.1%
7  Industrial Service (12-IS) 1,984,784 1,280,249 704,535 4.1% 158,395 862,930 4.1%
8  Industrial Service-Primary Discount - 0.0% - - 0.0%
9  Real -Time Pricing (RTP) 82,550 82,550 - 0.0% - - 0.0%
10 Transmission Level Service (12-STR) 24,515,362 23,809,675 705,687 4.1% 158,654 864,341 4.1%
11 Municipal Power Service (12-M-I) 211,942 119,821 92,121 0.5% 20,711 112,832 0.5%
12 Water Pumping Service (12-WP) 611,125 367,776 243,349 1.4% 54,710 298,060 1.4%
13 Irrigation Service (12-IP-I)) 200,995 111,907 89,088 0.5% 20,029 109,117 0.5%
14 Temporary Service (12-CS) 8,700 3,769 4,931 0.0% 1,109 6,039 0.0%
15 Lighting 947,775 287,875 659,900 3.8% 148,360 808,260 3.8%
16 Total Retail Rates 62,455,499 45,288,159 17,167,339 | 100.0% 3,859,595 21,026,935 | 100.0%
17
18  Third Party LAC (12-LAC) 1,059,317 - 1,059,317 | 100.0% 1,059,317 | 100.0%
19
20 Total All Rates 63,514,816 45,288,159 18,226,656 | 100.0% 3,859,595 22,086,252 | 100.0%
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Exhibit RIM-5

Page 1 of 10
NATIONAL RURAL UTILITIES BORROWER DESIGNATION
COOPERATIVE FINANCE CORPORATION KSO060.
FINANCIAL AND STATISTICAL REPORT ‘ BORROWER NAME
Submit one electronic copy and onc signed hard copy SOUTHERN PIONEER ELECTRIC COMPANY l
10 CI'C Round all numbers to the neatest dollar, ENDING DATE
127312011
CERTIFICATION - BALANCE CHECK RESULTS
We hereby certify that the entries in this report are in accordance
with the accounts and other records of the system and reflect the AUTHORIZATION CHOICES
status of the system to the best of our knowledge and belief.
A. NRECA uses rural clectric system data for legislative, regolatory and
other purposes. May we provide this report from your system to NRECA?,
-2 12 Needs Attention
of Officd M Date
77 i\?’ IRk RETEN
/7 /—'—_—‘ l/ Zé ’( Q’s) A R EINIUN B. Will you autharize CFC fo share your data with other
Signature of A nugr:r Date; caoperatives?
fPART A. STATEMENT OF OPERATIONS i -
. YEAR-TO-DATE
ITEM LAST YEAR THIS YEAR BUDGET {THIS MONTH
(a) {b) {©) (d)
1. Operating Revenue and Patronage Capital 58,322,890 : 60.493.642 63,370,000 4,815,622
2. Power Production Expense 0 0 0 0
3. Cost of Purchased Power 45368418 45.347.282 49,283,000 3,346,045
4, Transmission Expense 709,170 789.649 714,000 69,066
S. Regional Market Operations Expense 0 : 0 0 Q
6. Distribution Expense - Operation 2,401 07) 2.998.013 2.605.000 259424
7. Distribution Expense - Maintenance 1227652 1.518,929 1,343,000 106,054
8. Consumer Accounts Expense 1,290,700 1.292.172 1,400,000 95.359
9. Customer Service and Informational Expense 33,938 68,128 42.000 14,685
10. Sales Expense 7.615 12,674 8,000 0
LI. Administrative and General Expense 1,180,208 1.266 887 1.323,000 141324
12, Total Operation & Maintenance Expense (2 thru 11) 52,218,772 53,293,732 56,718,000 4,031,957
(3. Depreciation & Amortization Expense 2,201,657 2444084 2.615.000 205,167
14. Tax Expense - Property & Gross Receipts 0 0 0 0
15, Tax Expense - Other 1.054.289 966,129 120,000 966,129
16, Interest on Long-Term Debt 2,438,148 3.538.969 3.640.000 425.926
17, [nterest Churaed to Construction {Credit) 0 0 0 0
18. Interest Expense - Other 792,193 275,477 121,000 2,091
19, Other Deductions 30492 155,121 35.000 37.871
20. Totat Cost of Efectric Scrvice (12 thru 19) 58,735,551 60,673.512 63,249,000 5.669,141
21, Patronape Copita! & Operating Margins (1 minus 20) (412,661)! (179,870) 121,000 (853,519)
22, Non Operating Margins - Interest 80 869 0 70
23. Aflowance for Funds Used During Construction 0 0 0 1,415,012
24, Income (Loss) from Equity Investments 1.474,761 1415012 360,000 0
25, Non Operating Marins - Other 9335 {12,666) 24.000 0
26, Generation & Transmission Capital Credits 0 0 0 0
27, Other Capital Credits & Patronape Dividends 642,263 272,500 255,000 10,904
28, Extraordinary Items 0 0 0 0
29, Patronage Capital or Margins (21 thru28) 1,713,778 1,495,845 760,000 572,467
PART B. DATA ON TRANSMISSION AND DISTRIBUTION PLANT L L
YEAR-TO-DATE YEAR-TO-DATE
ITEM LAST YEAR THIS YEAR ITEM LAST YEAR | THIS YEAR
(@) (b {a) (b)
1. New Services Connected 184 156 |5, Miles Transmission 302 302
2, Services Retired 0 1 16, Miles Distribution Overhsad 801 801
3. Total Services In Place 18,787 18,942 |7. Miles Distribution Underground 18 18
4, Idle Services (Exclude Seasonal) 1,581 1,730 {8. Total Miles Energized (5+6+7) 1,121 1,121
CFC Form 7 Short Form (12/2011) Page 1 of 6




Exhibit RIM-5
Page 2 of 10

CFC |BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT IKSM(:O e

|yEaR ENDING 123120000

PART €. BALANCE SHEET ) ) 5 L e D
ASSETS AND OTHER DEBITS X . LIABILITIES AND OTHER CREDITS

1 Tatal Untility Plent in Service 86,612,484 {29 Memberships 0
2. Construction Work in Progress 12.303.058 130. Patronage Capital (810,838}
3. Total Utility Plant (142) 98916342 |31 Operating Margins - Prior Years 1,713.778
4. Accum_Provision for D iation and Amort 23,513,700 |32. Operating Margins - Current Year {179,870}
S. Net Utility Plant (3-4) 75,402,842 133_Non-Operating Margins 1,675,715
6 Nonutility Property - Net 0 {34. Other Marging & Equities (2,069,556}
7. hwv in Subsidiary C: 5.423 838 135, Total Margins & Equitles (29 thru 34) 329229
8. Invest in Assoc. Org - Patronage Capital " 0136 Lonp-Term Debt CFC (Net) 0
9 Invest. in Assoc. Org. - Other - General Funds 535,763 (Pavments-Unapplied ($ )
10. _Invest in Assoc_Org. - Other - Nongeneral Funds 0 {37 Long-Term Debt - Other (Net) $2.230,337
11T mE ic Develop Projects 4 (P Unapplied ($ ) i
12 Other I 1,938,690 |38. Total Long-Term Deht (36 +37) 92230337
13 Special Funds 0 139 Oblipations Under Canital Leases - Non current 0
14. Total Other Property & Investments (6 thru 13) 7917996 {40 A tated Qoerating Pr - Asset Retirement Obligations 0
15 Cash-General Funds 1.603276 |41, Total Other Noncurrent Liabilities (39-+40) 0
16 Cash-Construction Funds-Trustee 57 |42. Notes Payable 2,709,005
17. Special Deposits .0 }43. Accounts Pavable 4,532,583
18. Temporary I 0 {34 Cons Deposits 727.579
19 Notes Receivable - Net 19,969 |45 Current Maturities Long-Term Debt i
20 Accounts Receivable - Net Sales of Encrry 3,977.440 46, Current Maturities Lone-Term Debt-Economic Dev 0
21. A Receivable - Net Qther 119,292 |47, Current Maturities Capital Leases 0
22. Renewable Energy Credits 0 {48. Other Current & Accrued Liabilities 1.799.229
23, Materials & Supplies - Electric and Other 1,216,316 {49. Total Current & Accrued Liabilities (42 thru 48) 9,768.486
24 Prepayments 275,695 |50 Deferred Credits 1,350,043
25, Other Current & Accrued Asscts 3,351,193 |51, Total Liabilities & Other Credits (35+38+41+49+50) 103,678,095
26, Total Current & Accrued Assets (15 thro 25) 10,573,238
27 Deferred Dcbits 9,784,019
28, Total Assets & Other Debits (S+14+26+27) 103,678,098

ESTIMATED CONTRIBUTION-IN-AID-OF-CONSTRUCTION

Bal Beginning of Year 10,252 848

Amounts Recgived This Year (Net) 329.045

'TOTAL Contributions-In-Aid-Of-Construction

PART D. THE SPACE BELOW 1S FROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT.

10.621.893

CFC Form 7 Shart Form (12/2011)

Page 2 of 6
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Part D. CFC Form 7—-2011 SOUTHERN PIONEER ELECTRIC COMPANY Borrower Designation —KSQ060

1. Under the purchase agreement made regarding the acquisition of the Aquilla assets and service
territory, Southern Pioneer was restricted from implementing a rate increase until April 1, 2009.
On June 15, 2009, an application to change rates was submitted to the Kansas Corporation
Commission (KCC) for approval, and on January 14, 2010, an overall rate increase of 9.6% was
approved by the KCC. On December 20, 2011, Southern Pioneer submitted to the KCC a rate
application requesting an overall increase of 10.3% (56,112,948) split between retail tariffs and
the local access charge tariff. The KCC has 240 days from the application date to review and
approve the application.

2. Based on an annual actuary study of Southern Pioneer’s pension plan, Southern Pioneer
recognizes Other Comprehensive Income, a Projected Pension Obligation, and Pension Plan
Assets. The annual Other Comprehensive Income amount is amortized over a 20 year period.

3. During 2009 Southern Pioneer requisitioned $9,580,000 from Rural Utilities Service (RUS)
approved “A8" loan. In March of 2010, after fulfilling requirements set in place by RUS,
Southern Pioneer requisitioned an additional $45,057,537 from the “A8” loan. These funds paid
off other short-term commitments in place as of December 31, 2009, All RUS debt is
guaranteed by Pioneer Electric Cooperative, Inc. Southern Pioneer bought out of the RUS
program on October 24, 2011. All existing notes were either paid in full or rescinded.

4. Southern Pioneer’s electric revenue is billed on cycles throughout each month based on
company’s readings. As of December 31, 2011, Southern Pioneer’s electric revenue includes an
estimated unbilled revenue amount of $1,498,535.

5. In November 2010, Southern Pioneer leased two Sherman Reilly trailers, a puller tensioner
trailer and a bull wheel tensioner trailer, from Farm Credit Leasing Services Corporation. As of
December 31, 2011, the amount leased equaled $ 140,875.26.

6. Asof December 31, 2011, the CoBank Line of Credit {LOC) was $7,500,000 with $6,232,137
available.

7. During 2010, Southern Pioneer completed and received board approval on a 2011-2014
Construction Work Plan in the approximate amount of $51,000,000.

8. Southern Pioneer guarantees a portion of the balance in the amount of 4.37% of two MKEC
loans. As of December 31, 2011, the outstanding MKEC debt guaranteed by Southern Pioneer
equaled $5,501,527.

9. Southern Pioneer advanced $21,000,000 of new CoBank debt on May 25, 2011. New CoBank
funds were also advanced in October 2011 to pay off existing RUS debt of $54,001,835.53 and
RUS loan premiums of $9,686,403.84. CoBank also approved a construction work plan loan of
$30,000,000. At December 31, 2011, none of the $30,000,000 loan had been advanced.
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Page 4 of 10
CFC BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT KS0060
YEAR ENDING 12312008 |
Much of Part E has been consolidated, Enter only the total of ' Distribution Plant” (that includes such itents as Land and Land Rights,
Structures and Improvements and Station Equipment), the total of "General Plant" (item3 such as Office Furniture, Transportation Equipment)
the total of " Transmission Plant” (items such a3 Land snd Land Rights, Roads and Trails), Steam, Naclear, Hydro, Other Production Plants
and "Al Other Utility Plant"
PART E. . CHANGES IN UTILITY PLANT | o ) -
BALANCE
BEGINNING OF ADJUSTMENTS | BALANCE END OF
PLANT [TEM YEAR ADDITIONS RETIREMENTS | AND TRANSFCR YEAR
() L]} ) L] it
} |Distribution Plant Subtotal 37,156,169 5,023,108 2472192 504,701 40.211,786
2 |General Plant Subtotal 4.203,227 34,769 204,568 0 4,033,428
3 }jHeadouarters Plant 1.642.617 3.000 0 0 1652617
4 |1 ibl 0 0 0 ] 0
5 {Transmission Plant Subtotn] 15,251,789 3.519.658 1,075,381 (539,787) 17,156,269
6_}Regional T and Market Operation Plant 0 0 0 ] [
7_|Production Plant - Steam ! 0 0 0 0 0
8 {Production Plant - Nuclesr 0 0 0 0 0
9 _|Production Plant - Hvdro 0 [ 0 [ 1)
10 jProduction Plant - Other 0 0 0 0 []
11 JAll Other Utility Plant 23.558.384 0 [ 0 23.558.384
12 |SUBTOTAL: (1 thru 11) 81.819,186 8,560,535 3,752,151 {35,086) 86612484
13 |Construction Work in Progress 13,366,556 (1.062.498) | 12.304.088
14 |TOTAL UTILITY PLANT (12+13) 95,185,742 7,518,037 3,152,151 (35086 7 98916542
CFCNO LONGER REQUIRES SECTIONS "F™, “G", AND "N" DATA
‘Those sections refer to data on "Analysis of Accumulated Provision for Depreciation” (F),
"Materiels and Supplies" (G), ""Aanual Meeting and Board Data™ (N), and "Conservation Data™ (P).
PART 1. SERVICE INTERRUPTIONS
Avp Minuts per Avg Mimmres per Avg Minues per Avp. Minutes per
Consumer by Cause Consumer by Cause | Consumer by Couse §  Consumer by Causc
Power Supplier Major Event Planned Alf Other TOTAL
ITEM () () () (d) (£}
1 {Present Year 7.20 39.50 538 £8.90) 141.50
2. | Fixe-Year Avetapy 52.50! 93 30 10 70 114.40 270.90
£ AT 1 EMPLOYEE < HOUR AND PAVROLYL STATISTICS ) ) S
1. § Number of Full Time Employees 46 {4 Pavioll - Expensed 2.414.712
Emplovee - Hours Worked - Reevlar Tims 110,871 |5, Pavroll . Capitalized 735,425
Employes - Howrs Worked - Overtime 6334 |6. Payroll - Other 357.926
AT S, PATRONAGE CAPITAL ' PART K. DUE FROM CONSUMERS FOR ELECTRIC SERVICE -
THIS YEAR CUMULATIVE |I Amount Duc Over 60 Days:
ITEM {a) {b) 400,811
1| General Retirement 0 02 Amount Written Off During Year:
2_ | Special Reti 0 0 101.342
3, | Total Retirements {1+2) [] 0
Cash R d from Reti of P! gt
4. |Capital by Suppliers of Elegtric Power [i]
Cash R d from of P
Capital by Lenders for Credit Extended to the
5 _|Electric Svstem 0
i« | Total Cash Recrived {(4+5) 0
IT.L.. KWH PURCHASED AND TOTAL COST .
INCLUDED IN TOTAL COST
RENEWABLE WHEELING &
CFCUSEONLY | ENERGY PROGRAM | RENEWABLE FUEL AVERAGE COST PER FUEL COST | OTHER CilARGES
NAME OF SUPPLIER SUPPLIER CODE NAME TYPE KWH PURCHASED TOTAL COST KWH (cents) ADJUSTMENT {or Cradits) COMMENTS
{a) (b} {c) [()) (e} (3] ®) ()] (0] L}
1 JMid Kansas Electric Campany LLC (KS) 800494 0 Nene 719.442,67) 45,347,282 6.3) 30410348 D {Comments
2. 0 Nong 0 a 000 0 0 |Comnments
3 D None 0 0 000 0 0 {Comments
4 0 Nons [ 0 000 0 0 {Comments
5, TOTALS TIBAMIATLYC 45,347,243 6.31 30410348 0
CFC Form 7 Short Form (12/2011) Page3of &
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CFC BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT |KS0060
YEAR ENDING 123172011 |
PART L, KWl PLRCHASED AND TOTAL COST (Continued)
COMMENTS
L
2,
3
a

CFC ¥Form 7 Short Form (12/2011)
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CFC
FINANCIAL AND STATISTICAL REPORT

BORROWER DESIGNATION
K$0060
YEAR ENDING | '12/31‘;2011 il

PART M. LONG-TERM LEASES (If additional space is necded, use separate sheet)

LIST BELOW ALL "RESTRICTED PROPERTY" ** HELD UNDER "LONG TERM" LEASE { f none, Stale "NONE")

NAME OF LESSOR TYPE OF PROPERTY RENTAL THIS YEAR
1. {NONE $0
2, $0
3, TOTAL | 50
** “RESTRICTED PROPERTY" meaos all properiies other than automobiles, trucks, tractors, other vehicles (including without
limitation aircraft and ships), office and warehouse space and office equipment (including without limitation computers). "LONG TERM"
means leases having unexpired terms in excess of 3 years and covermg pmpe:ty having an intial cost in excess of $250 ,000),
PART 0. LONG-TERM DEBT SERVICE REQUIREMENTS
BILLED THIS YEAR
BALANCE END OF
NAME OF LENDER YEAR INTEREST PRINCIPAL TOTAL CFC USE ONLY
(€ (b) ©) @)

1 {National Rural Utilities Cooperative Finance Corporation 1] 0 0 0

2 Ncsc 0 0 0 0

3_|Farsiiér Mac 0 0 0 0

4 |CoBank. ACB 89,022,186 1,647,741 648,238 2.295.979

5 |Federal Financing Bank 0 1.883,394 53,743,703 55.627.097

6 |CoBank Lease 119,267 7,832 21,609 29.441

7 |Retirement Plan 3.088.884 0 0 0

8 0 0 0 0

9 0 0 0 0

10 0 0 0 0

11 P 0 0 0 0
12 |TOTAL (Sum of 1 thru 11) $92.230,337 §3,538,967 $54.413,550 §57,952,517

CFC Form 7 Shart Form (12/2011) Page 4 of 6
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CFC BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT KS0060 .
YEAR ENDING |7 - 123112011 |
PART R. FOWER REQUIREMENTS DATA BASE ' - L L ,
JANUARY DECEMBER AVERAGE TOTAL KWH SALES
CONSUMER, SALES, AND REVENUE CONSUMERS CONSUMERS CONSUMERS AND REVENUE
CLASSIFICATION DATA (a) (b) (c) (d
1. Residential Sales a. No, Consumers Served 12,922 12,918 12,920
(excluding seasonal) b. KWH Sold 136,557,714
c. Revenue 15,557,170
2, Residential Sales - a. No, Consumers Served 0 I 0 ' 0 ] '
Seasonal b. KWH Sold 0
c. Revenue 0
3. Irmrigation Sales a. No. Consumers Served 17 l 16 l 17 ]
b. KWH Sold 2,467,616
¢, Revenue 262,488
4. Comm. and Ind a_No. Consumers Served 4,079 | 4120 | 4,100
1000 KVA or Less b. KWH Sold 146,720,396
¢. Revenue 16,118,727
5. Comm. and Ind. a. No. Consumers Served 21 ' 21 I 21
Qver 1000 KVA b. KWH Sold 412,459,634
¢. Revenue 26,802,796
6. Public Strect & Highway 2, No. Consumers Served 164 | 137} 151
Lighting b. KWH Sold 2,476,981
¢. Revenue ) ) 433,810
7. Other Sales to Public 2. No, Consumers Served o] o] 0 )
Authority b. KWH Sold ) 0
<. Revenue 0
3. Sales for Resales-RUS a.No. Consumers Served 0 I 0 I 0
Borrowers b. KWH Sold 0
c. Revenue 0
9. Sales for Resales-Other a_No, Consumers Served 0 I 0 ' 0l
b. KWH Sold ’ 0
c. Revenue 0
10. TOTAL No, of Consumers (lines 1a thru 9a) 17.203 { 17.212 | 17.208
11. TOTAL KWH Sold (lines Ib thru 9b) 700,682,341
12. TOTAL Revenue Received From Sales of Electric Energy (line 1c thru 9¢) 59.174.991
13. Transmission Revenue i 0
14. Other Electric Revenue 1318651
15. KWH-Own Use 752,526
16. TOTAL KWH Purchased 718442671
17. TOTAL KWH Generated 0
18. Cost of Purchases and Generation o 46,]36,93!
19. Interchanpe - KWH - Net 0
20, Peak - Sum All KW Input (Metered) 131,98t
Non-coincident Coincident  X__ ]
CFC Fornt 7 Short Form (12/2011) Page Sof 6
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CFC BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT K.S0060
YEARENDING [ . 123)2011 |
PART S. - ENERGY EFFICIENCY PROGRAMS L T ’
Added This Year Total To Date
Line # Classification Number of Amount ESTIMATED Number of Amount ESTIMATED
Consumers Invested MMBTU Savings | Consumers Invested MMBTU Savings
() (b) (c) (d) (€) (f)

L Residential Sales {excluding seasonal) 0 S0 0 0 $0 0
2 Residential Sales - Seasonal 0 £0 0 0 $0 Q
3. Irrigation Szles 0 $0 0 0 $0 0
4, Comm. and Ind. 1000 KVA or Less 0 $0 [ [ S0 0
5, Comm, and Ind. Over 1000 KVA 0 $0 0 0 $0 0
6. Public Street and Highway Lighting 0 $0 0 0 30 0
7. 'Other Sales to Public Authorities 0 50 0 0 $0 0
& _ ISales for Resales - RUS Bomowers 0 R 0 [1] S0 0
9, Sales for Resales - Other 0 $0 0 0 S0 0
10, JTOTAL ] $0 0 0 $0| [

CFKC Form 7 Short Form (12/2011) Page 6 oT'6
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CFC |BORROWER DESIGNATION
INVESTMENTS, LOAN GUARANTEES - [ksow0 = . ]
AND LOANS - DISTRIBUTION [BORROWER NAME
(All investments refer to your most recent CEC Loan Agreement) SOUTHERN PIONEER ELECTRIC COMPANY
Submit an electronic copy and a signed hard copy MONTH ENDING
to CFC. Rourd all amounts to the nearest dollar, 12312014 - -]
T8 -PART 1 - INVESTMENTS | . o R i L
DESCRIPTION INCLUDED (S) EXCLUDED ($) INCOME OR LOSS
(a) (b) () (d)
3. INVESTMENTS IN ASSOCIATED ORGANIZATIONS B o LT .
5 _|MID-KANSAS ELECTRIC COMPANY 0 5,423,538] of
6 |{COBANK-MEMBERSHIP 0 1,000 o
7 |COBANK-PATRONAGE 0 534,768 of
8 0| 0
Subtatal{Lise S thru 8) D 5.959.306] - o 0,
3. INYESTMENTS IN ECONOMIC DEVELOPMENT PROJECTS
9 0 0 [}
10 0 0 0
1 0 0| 0
12 0 0 0
Subtotal{3.inc 9 thru 12) o) L L
OIER INVESTMENTS - . .
13 |OTHER INVESTMENTS- & PIONEER COMMUNICATIONS 33,377 0 [
14 |FEDERATED RURAL INS EX 54,030 0 of
1s_|NISC CAPITAL CREDITS 27,032 0 o]
16 {RESTRICTED ASSETS-RETIREMENT PLAN 5 1,844,251 o]
Subtotal {Line 13 thru 16) 113,439 134638 .
5. SPECIAL FUNDS 2
17 of [ [3
13 0] [t [
19 0 0| o
20 0 [ of
Subtatal (Line 17 thru 20) o) of- o
6. CASH-GCENERAL. UL 5
21 {FNB - LIBERAL 9 242,243 0
22 |WACHOVIA & CLEARING ACCOUNT & WORKING FUNDS 1,001.044 251,015 [
23 |PEOPLES BANK 0 28,863 0,
24 JGRANT COUNTY BANK 0 80,107 0,
S, {Line 21 thru 24) 1.003.084] 02.233] - v)
7, SPECIALDEPOSITS ... o ” "
25 g 0, [}
26 0 0 o)
27 0 0| 0
28 0| 0 i
Subtutal (Line 25 thru 28} o] o] - 0
A  TEMPORARY INVESTMENTS i “
29 0 of
30 0 of
31 0 0,
32 0, 0|
Subtotal (Line 29 thru 32) [} of
9. ACCOLNT & NOTES RECEIVABLE - NET ~ L B
33 |NOTES RECEIVABLE-EMPLOYEE COMPUTER CON'I‘RACT S 8,735/ 0
34 JNOTES RECEIVABLE-LINE EXTENSION 11,234 0
35 JACCOUNTS RECEIVABLE-NET 129,292] [
36 of 3
Subtatal (Line 33 thru 36) 149281 o] S o
10, COMMITMENTS TO INVEST WITSIN 12 MONTHS BUT NOT ACTUALLY PURCUASED i . E §
37 of 0 0
38 0| 0 [3
39 0 0 o
40 0 0 o]
Subtotal {Line 37 thru 40) 0 0 o}
"~ Total 1264743 8405.790) o]
CFC Form 7 Short Form (12/2011) Page 1 0f2
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CFC BORROWER DESIGNATION
INVESTMENTS, LOAN GUARANTEES NSO060 .
AND LOANS - DISTRIBUTION BORROWER NAME
(All investments refer to your most recent CFC Loan Agreement)  |SOUTHERN PIONEER ELECTRIC.COMPANY |
Submit an electronic copy and a signed hard copy MONTH ENDING
to CFC. Round all amounts to the nearest dollar. 127312011
L ' 70- PART 1. LOAN GUARANTEES R
Available Loans
Maturity Date of Performance Guarantee {Covered by
Line Organization & Guarantee Beneficiary Guaraniée Obligation Original Amount ($) Exposure or Loan Balance (§) Guarantees)
No. () {h) (c) (d) {c)
1 |MID-KANSAS ELECTRIC COMPANY 373022037 5.637.300, 5.501.527 0
2 0 0 0
3 0 0 0
4 0 0 0
5 0 0 0)
TOTALS (Line 1 thru 5) 5.637.300 5.501,527 0|
L " 7a-PART 1L _LOANS o , :
Line Name of Organization Maturity Daie Original Amount (3) Loan Balance (3) Available Loans
Na. (a) () {c) (d) (e)
1 |EMPLOYEES, OFFICERS, DIRECTORS 13,813 8,735 0
2 0 0 o
3 0 0 o]
4 0 0 [i
5 0 0 0,
TOTALS (Liue 1 thru 5) 13,813} 8,735 0
3 Ta- PART IV. _TOTAL INVESTMENTS AND LOANS GUARANTEES )
1 {TOTAL (Part I, Total - Column b + Part IL, Totals - Column d + Column e + Part (II. Totals - Column d + Column €} 6,775,005
2 |LARGER OF (a) OR (b) 14,837,481
a. 15 percent of Total Utility Plant (CFC Form 7, Part C, Line 3) 14,837.481 '
b. 50 percent of Total Equity (CFC Form 7, Part C, Line 35) 164,615
CFC Form 7 Short Form (12/2011) Page 2 of 2
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2013 NO. AMOUNT 2013 FACTOR FBR
® 6] ® 169)
1. A.STATEMENT OF OPERATIONS
2. Operating Revenue and Patronage Capital 62,951,671 FrpraCoLB [1] - 62,951,671 Direct 59,769,955
3. Power Production Expense - FLPLACo.B - 0.0000 -
4. Cost of Purchased Power 44,210,770 F7,Pt. A, Col.B 44,210,770 1.0000 44,210,770
5. Transmission Expense 906,527 F7,Pt.A.CoLB 906,527 0.0000 -
6.  Regional Market Expense F,Pt. A. Col. B - 0.0000 -
7.  Distribution Expense - Operation 3,870,838 rr,ptaA.colB 3,870,838 1.0000 3,870,838
8. Distribution Expense - Maintenance 1,641,491 ¥#7,pe A Col B 1,641,491 1.0000 1,641,491
9, Customer Accounts Expense 1,416,904 F7,pr.A.Col B 1,416,904 1.0000 1,416,904
10.  Customer Service and Informational Expense 196,868 F7,pt.A.ColB 196,868 1.0000 196,868
11.  Sales Expense 12,486 F1,pr A, ColB 12,486 1.0000 12,486
12.  Administrative and General Expense 1,865,078 F7,pt.A.Col. B 1,865,078 0.9836 1,834,422
13. Total Operation & Maintenance Expense 54,120,962 F7,pt.A.Col.B - 54,120,962 0.9827 53,183,780
14.  Depreciation and Amortization Expense 2,943,957 F1,P.AColB 2,943,957 0.8164 2,403,300
15. Tax Expense - Property & Gross Receipts - FLPACo.B - 0.8164 -
16. Tax Expense - Other 1,797,804 F7,pt. A Col. B [2] (1,797,804) - formula 1,328,698
17.  Interest on Long-Term Debt 5,478,156 F7,prA.ColB [3] 654,906 6,133,063 0.8068/0.7125 4,886,600
18.  Interest Charged to Construction - Credit - FLPLACOB - 0.7968 -
19.  Interest Expense - Other 112,200 F7.pt.A. ColL B [4] - 112,200 0.7968 89,397
20. Other Deductions 447,987 F1.PLA.ColB 447,987 0.7968 356,939
21. Total Cost of Electric Service 64,901,066 F7,Pt.A,Col B (1,142,898) 63,758,168 0.9763 62,248,714
22, Patronage Capital & Operating Margins (1,949,395) F7,pt. A Col. B 1,142,898 (806,497) (2,478,759)
23.  Non Operating Margins - Interest 1,200 F7,P.A CoLB 1,200 0.8164 980
24.  Allowance for Funds Used During Construction - FLPLA.CoLB - 0.8164 -
25. Income (Loss) from Equity Investments 3,753,000 F7,pA.ColB 3,753,000 1.0000 3,753,000
26. Non Operating Margins - Other 12,000 F7,pt A ColB 12,000 1.0000 12,000
27. Generation and Transmission Capital Credits - FLPLACOLB - 1.0000 -
28.  Other Capital Credits and Patr. Dividends 962,285 F7,pt.A,Col.B 962,285 0.7968 766,713
29,  Extraordinary Items - FLPtACdlB - 1.0000 -
30. Patronage Capital or Margins 2,779,090 7, Pt A ColB 1,142,898 3,921,988 2,053,934
31

2012-01-004 SPEC FBR version 7.xlsm

Printed: 1/4/2013



SOUTHERN PIONEER ELECTRIC COMPANY

Exhibit RIM-6
Page 2 of 20

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2013 NO. AMOUNT 2013 FACTOR FBR
8] % () &)
32. B. DEBT SERVICE PAYMENTS
33. Interest Expense 5,590,356 Line 17+ Line 19 654,906 6,245,263 0.7968 4,975,997
34. Principal Payments 1,502,177 F7,pt0,ColB [5] 86,557 1,588,734 0.7968 1,265,845
35. Total Debt Service Payments 7,092,534 741,463 7,833,997 0.7968 6,241,842
36.
37. C._ DEBT SERVICE MARGINS
38. Patronage Capital or Margins 2,779,090 Line 30 1,142,898 3,921,988 0.0000 2,053,934
39,  Plus: Depreciation and Amortization Expense 2,943,957 Line 14 2,943,957 0.8164 2,403,300
40. Plus: Interest Expense 5,590,356 Line33 654,906 6,245,263 0.7968 4,975,997
41.  Plus: Non-Cash Other Deductions Amortizations 332,816 irisl balance 332,816 0.7968 265,176
42.  Plus: Cash Capital Credits Cash Received 612,000 7,Pt),16,Col. A 612,000 0.7968 487,619
43,  Plus: Non-Cash Income Tax Expense 1,797,804 tire 16. (1,797,804) - line 16 1,328,698
44.  Less: Income (Loss) from Equity Investments (3,753,000) Line2s (3,753,000) 1.0000 (3,753,000)
45.  Less: Other Capital Credits and Patr. Dividends (962,285) Line 28 (962,285) 0.7968 (766,713)
46. Total Debt Service Margins 9,340,739 - 9,340,739 6,995,010
47,
48. D.DEBT SERVICE COVERAGE 1.32 wLasLas 1.19 1.12
49.
50. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are: Below the Floor J
51.  Floor 1.60
52. Target 1.60
53. Ceiling 2.00
54.
55. F. INITIAL OPERATING INCOME ADJUSTMENT
56. DSC Adjustment Required to Achieve Target 0.48
57. Debt Service Payments 6,241,842
58.  After-Tax Operating Income Adjustment 2,991,937

59.

2012-01-004 SPEC FBR version 7.xlsm

Printed: 1/4/2013



SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2013 NO. AMOUNT 2013 FACTOR FBR
® ® ® ®
60. G. EQUITY TEST (Increase will not result in > 35% equity ratio) Test Year Rate
61. Pre-Adjustment Adjustment Adjustments Post-Adjustment
62. Total Margins and Equities 1,938,106 F7,ri.c L36
63. Total Assets 126,987,809 Budget
64. Equity Ratio 1.53% Lé6/L68
65.
66. H, FINAL REVENUE ADJUSTMENT PROPOSED
67. After-Tax Operating Income Adjustment 2,991,937
68. Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
69. Pre-tax Revenue Adjustment 2,991,937
70. Rate Schedule Revenue 59,769,955
71. Adjustment Percentage 5.01%

2012-01-004 SPEC FBR version 7.xlsm
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

1. ADJUSTMENT J[1] -- REVENUE

2. Adjustment to annualize rate adjustment implemented during historical test year

3. Annual Rate Adjustment Authorized by Commission

4, Total kWh Sales During Test Year 762,123,302

5.  Average per kWh $0.00000 1213

6. kWh Sales Prior to Implementation of Rate Adjustment 867,883,011 1mpu

7. Revenue Adjustment to Annualize Rate Adjustment L5*L6
8.

9. ADJUSTMENT [2] -- OTHER TAXES

10. Adjustment to remove non-cash income tax expense

11. Cash Test Year Other Tax Expense $ -

12. Test Year Other Tax Expense $ 1,797,804 Fr,peacoB
13. Adjustment to Actual Other Tax Expense $ (1,797,804) vii-L12
14.

15. ADJUSTMENT (3] - Long-Term Interest Expense

16. Adjustment to reflect the Budget.

17. Adjustment to Long-Term Interest Expense

18. Actual Year Long-Term Interest Expense $ 5,478,156 F,pua,coLB
19. Budget Year Long-Term Interest Expense 6,133,063 Budget
20. Adjustment to Actual Long-Term Interest Expense by 654,906 L26-125
21.

22. ADJUSTMENT [4] - Other Interest

23. Adjustment to reflect the Budget.

24. Adjustment to Other Interest Expense

25. Actual Year Other Interest Expense 112,200 7,pt A,Col B
26. Budget Year Other Interest Expense 112,200 Budget
27. Adjustment to Actual Other Interest Expense 3 - 126-125
28.

29. ADJUSTMENT |5] -- Principal Payments

30. Adjustment to reflect the Budget.

31. Adjustment to Principal Payments

32. Actual Year Principal Payments $ 1,502,177

33. Budget Year Principal Payments 1,588,734

34. Adjustment to Actual Principal Payments $ 86,557
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2014 NO. AMOUNT 2014 FACTOR FBR
‘ ® ® ® ®

1. A.STATEMENT OF OPERATIONS
2. Operating Revenue and Patronage Capital 71,624,037 F7,pt.A.Col.B [1] 3,407,128 75,031,165 Direct 71,764,818
3. Power Production Expense - FLPACOHB - 0.0000 -
4. Cost of Purchased Power 52,135,456 F7.pt.ACoL B 52,135,456 1.0000 52,135,456
5. Transmission Expense 970,364 F7,pPt A.Col.B 970,364 0.0000 -
6. Regional Market Expense F7,Pt. A, Col. B - 0.0000 -
7. Distribution Expense - Operation 4,102,220 F7,Pt.A.Col. B 4,102,220 1.0000 4,102,220
8. Distribution Expense - Maintenance 1,723,565 F7,pr. A ColB 1,723,565 1.0000 1,723,565
9, Customer Accounts Expense 1,488,513 F7.pt.A.ColB 1,488,513 1.0000 1,488,513
10.  Customer Service and Informational Expense 206,717 F7,Pr.A.Col.B 206,717 1.0000 206,717
11.  Sales Expense 13,111 F7,pe A, coLB 13,111 1.0000 13,111
12,  Administrative and General Expense 1,959,097 F7,Pt.A.ColB 1,959,097 0.9836 1,926,896
13. Total Operation & Maintenance Expense 62,599,043 F7,pt A.Col.B - 62,599,043 0.9840 61,596,478
14.  Depreciation and Amortization Expense 3,535,055 F7,pLaColLB 3,535,055 0.8164 2,885,843
15. Tax Expense - Property & Gross Receipts - FLPLACIB - 0.8164 -
16. Tax Expense - Other 1,195,681 F1praA colB [2] (1,195,681) - formula 2,131,263
17. Interest on Long-Term Debt 6,133,063 F7,pt. A, ColB [3] 625,176 6,758,239 0.8068 5,452,801
18. Interest Charged to Construction - Credit - FLPLACID - 0.8068 -
19. Interest Expense - Other 112,200 F7,pt. A Col. B [4] - 112,200 0.8068 90,527
20. Other Deductions 447,987 F7,P1. A, Col. B 447,987 0.8068 361,453
21. Total Cost of Electric Service 74,023,028 F7,Pt. A, Col.B (570,505) 73,452,523 0.9873 72,518,366
22, Patronage Capital & Operating Margins (2,398,991) F7,pt. A, Col. B 3,977,632 1,578,641 (753,547)
23.  Non Operating Margins - Interest 1,200 F7,Pt.A colB 1,200 0.8164 980
24.  Allowance for Funds Used During Construction - FLPLAColB - 0.8164 -
25. Income (Loss) from Equity Investments 3,204,000 F7,pt. A ColB 3,204,000 1.0000 3,204,000
26. Non Operating Margins - Other 12,000 f7,prAColB 12,000 1.0000 12,000
27.  Generation and Transmission Capital Credits - FLPLACOLB - 1.0000 -
28.  Other Capital Credits and Patr. Dividends 1,030,104 F7,pt A ColB 1,030,104 0.8068 831,127
29.  Extraordinary Items - FLPLACIB - 1.0000 -
30. Patronage Capital or Margins 1,848,313 F7.pt.A Col.B 3,977,632 5,825,946 3,294,560
31.
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2014 NO. AMOUNT 2014 FACTOR FBR
® ® 6] (%)
. B. DEBT SERVICE PAYMENTS
Interest Expense 6,245,263 Line 17 +Line 19 625,176 6,870,439 0.8068 5,543,328
Principal Payments 1,588,734 F7,p1.0,cCalB [5] 247,123 1,835,858 0.8068 1,481,239
Total Debt Service Payments 7,833,997 872,299 8,706,296 0.8068 7,024,567
. C. DEBT SERVICE MARGINS
Patronage Capital or Margins 1,848,313 Line3o 3,977,632 5,825,946 3,294,560
Plus: Depreciation and Amortization Expense 3,535,055 Line14 3,535,055 0.8164 2,885,843
Plus: Interest Expense 6,245,263 Line33 625,176 6,870,439 0.8068 5,543,328
Plus: Non-Cash Other Deductions Amortizations 332,816 - 332,816 0.8068 268,529
Plus: Cash Capital Credits Cash Received 670,000 F7,pt.3,L6,Col. A 670,000 0.8068 540,581
Plus: Non-Cash Income Tax Expense 1,195,681 (1,195,681) - formula 2,131,263
Less: Income (Loss) from Equity Investments (3,204,000 Line 25 (3,204,000) 1.0000 (3,204,000)
Less: Other Capital Credits and Patr. Dividends (1,030,104) Line 28 (1,030,104) 0.8068 (831,127)
Total Debt Service Margins 9,593,024 3,407,128 13,000,151 10,628,977
. D.DEBT SERVICE COVERAGE 1.22 pasias 1.49 1.51
. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are: | Below the Floor |
Floor 1.60
Target 1.80
Ceiling 2.00
. F. INITIAL OPERATING INCOME ADJUSTMENT
DSC Adjustment Required to Achieve Target 0.29
Debt Service Payments 7,024,567
After-Tax Operating Income Adjustment 2,015,244
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SOUTHERN PIONEER ELECTRIC COMPANY

Exhibit RIM-6
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FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2014 NO. AMOUNT 2014 FACTOR FBR
® ® ® ®
60. G. EQUITY TEST (Increase will not result in > 35% equity ratic) Test Year Rate
61. Pre-Adjustment Adjustment Adjustment Post-Adjustment
62. Total Margins and Equities 3,786,419 1, rc 136
63. Total Assets 142,327,896 F1,pic, 143
64. Equity Ratio 2.66% L66/L68
65.
66. H. FINAL REVENUE ADJUSTMENT PROPOSED
67. After-Tax Operating Income Adjustment 2,015,244
68. Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
69. Pre-tax Revenue Adjustment 2,015,244
70. Rate Schedule Revenue 71,764,818
71. Adjustment Percentage 2.81%
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

1. ADJUSTMENT [1] - REVENUE

2. Adjustment to annualize rate adjustment implemented during historical test year

3. Annual Rate Adjustment Authorized by Commission 2,991,937 Docket 380 Order
4, Total kWh Sales During Test Year : 762,123,302 Docket 380 Order
5. Average per kWh $0.00393 r213

6. kWh Sales Prior to Implementation of Rate Adjustment 867,883,011 mput

7. Revenue Adjustment to Annualize Rate Adjustment $ 3,407,128 vrsuws

8.

9. ADJUSTMENT [2] — OTHER TAXES

10. Adjustment to remove non-cash income tax expense

11. Cash Test Year Other Tax Expense $ -

12. Test Year Other Tax Expense $ 1,195,681 F7,pua,coB
13. Adjustment to Actual Other Tax Expense $ (1,195,681) Lui-L12

14.

15. ADJUSTMENT [3] — Long-Term Interest Expense

16. Adjustment to reflect the Budget. Budget

17. Adjustment to Long-Term Interest Expense

18. Actual Year Long-Term Interest Expense $ 6,133,063

19. Budget Year Long-Term Interest Expense 6,758,239

20. Adjustment to Actual Long-Term Interest Expense 5 625,176

21.

22. ADJUSTMENT [4] - Other Interest

23. Adjustment to reflect the Budget.

24. Adjustment to Other Interest Expense

25. Actual Year Other Interest Expense 112,200 r7,pt A, Col. B
26. Budget Year Other Interest Expense 112,200 o

27. Adjustment to Actual Other Interest Expense 5 - 126-125

28.

29. ADJUSTMENT |5] — Principal Payments

30. Adjustment to reflect the Budget.

31. Adjustment to Principal Payments

32. Actual Year Principal Payments $ 1,588,734

33. Budget Year Principal Payments 1,835,858  SPEC records
34. Adjustment to Actual Principal Payments b 247,123
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2015 NO. AMOUNT 2015 FACTOR FBR
6] % ® ®
1. A.STATEMENT OF OPERATIONS
2. Operating Revenue and Patronage Capital 73,700,382 F7,Pt.A,Col. B [1] 5,538,206 79,238,588 Direct 75,959,593
3. Power Production Expense - FLPLACol.B - 0.0000 -
4. Cost of Purchased Power 54,076,845 F7,Pt A, Col. B 54,076,845 1.0000 54,076,845
5. Transmission Expense 1,038,874 ¢7,peA,CoLB 1,038,874 0.0000 -
6.  Regional Market Expense F1,Pt A, Col B - 0.0000 -
7. Distribution Expense - Operation 4,348,199 F7,p1. A, Col. B 4,348,199 1.0000 4,348,199
8. Distribution Expense - Maintenance 1,809,743 F7, Pt A.Col B 1,809,743 1.0000 1,809,743
9. Customer Accounts Expense 1,563,763 F7,pt A Col. B 1,563,763 1.0000 1,563,763
10.  Customer Service and Informational Expense 217,058 F7,p. A ColB 217,058 1.0000 217,058
11.  Sales Expense 13,766 #7,pt.A,Col B 13,766 1.0000 13,766
12.  Administrative and General Expense 2,057,878 F7,pt. A Col B 2,057,878 0.9836 2,024,054
13. Total Operation & Maintenance Expense 65,126,127 F7.pt A, Col B - 65,126,127 0.9835 64,053,429
14.  Depreciation and Amortization Expense 3,842,809 F7,pt. A, ColB 3,842,809 0.8164 3,137,078
15. Tax Expense - Property & Gross Receipts - FILPtACO.B - 0.8164 -
16. Tax Expense - Other 870,169 F1,pra,coLB [2] (870,169) - formula 2,807,169
17. Interest on Long-Term Debt 6,758,239 F1,pLA CoLB [3] 375,613 7,133,852 0.8068 5,755,860
18.  Interest Charged to Construction - Credit - FL,PtA,ColB - 0.8068 -
19, Interest Expense - Other 112,200 F7,Pt.A, Col B [4] - 112,200 0.8068 90,527
20. Other Deductions 447,987 F1,Pt A, Col. B 447,987 0.8068 361,453
21. Total Cost of Electric Service 77,157,531 F1,peA,colB (494,556) 76,662,975 0.9940 76,205,515
22, Patronage Capital & Operating Margins (3,457,149) F1,pt.A,col. B 6,032,762 2,575,614 (245,923)
23.  Non Operating Margins - Interest 1,200 F7,p1.A coLB 1,200 0.8164 980
24, Allowance for Funds Used During Construction - FLPLACIB - 0.8164 -
25. Income (Loss) from Equity Investments 3,667,000 F7,pta ColB 3,667,000 1.0000 3,667,000
26. Non Operating Margins - Other 12,000 F7,Pt.A, ColB 12,000 1.0000 12,000
27.  Generation and Transmission Capital Credits - FLPLACIB - 1.0000 -
28.  Other Capital Credits and Patr. Dividends 1,122,078 F1,pe A, Col B 1,122,078 0.8068 905,335
29,  Extraordinary Items - FL,PtA,Col.B - 1.0000 -
30. Patronage Capital or Margins 1,345,129 F7,rA ColLB 6,032,762 7,377,892 4,339,391
31.
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE

ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2015 NO. AMOUNT 2015 FACTOR FBR
6] 6] (6] ®
32. B. DEBT SERVICE PAYMENTS
33. Interest Expense 6,870,439 Line 17+ Line 19 375,613 7,246,052 0.8068 5,846,387
34.  Principal Payments 1,835,858 F7,pt.0,Col.B [5] 627,644 2,463,502 0.8068 1,987,646
35, Total Debt Service Payments 8,706,296 1,003,258 9,709,554 0.8068 7,834,033
36.
37. C. DEBT SERVICE MARGINS
38. Patronage Capital or Margins 1,345,129 Line30 6,032,762 7,377,892 0.0000 4,339,391
39.  Plus: Depreciation and Amortization Expense 3,842,809 Line14 3,842,809 0.8164 3,137,078
40.  Plus: Interest Expense 6,870,439 Line33 375,613 7,246,052 0.8164 5,915,316
41, Plus: Non-Cash Other Deductions Amortizations 332,816 - 332,816 0.8164 271,694
42.  Plus: Cash Capital Credits Cash Received 729,000 F7, P2, L6, Col. A 729,000 0.8164 595,119
43.  Plus: Non-Cash Income Tax Expense 870,169 (870,169) - 2,807,169
44,  Less: Income (Loss) from Equity Investments (3,667,000) vine 25 (3,667,000) 1.0000 (3,667,000)
45.  Less: Other Capital Credits and Patr. Dividends (1,122,078) Line 28 (1,122,078) 0.8164 (916,009)
46. Total Debt Service Margins 9,201,284 5,538,206 14,739,491 12,482,760
47.
48. D. DEBT SERVICE COVERAGE 1.06 vasi3s 1.52 1.59
49, :
50. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are: | Below the Floor |
51.  Floor 1.60
52. Target 1.80
53. Ceiling 2.00
54.
55. F. INITIAL OPERATING INCOME ADJUSTMENT
56. DSC Adjustment Required to Achieve Target 0.21
57. Debt Service Payments 7,834,033
58.  After-Tax Operating Income Adjustment 1,618,500
59.
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE

ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2015 NO. AMOUNT 2015 FACTOR FBR
169 6] ® 6]
60. G. EQUITY TEST (Increase will not result in > 35% equity ratio) Test Year Rate
61. Pre-Adjustment Adjustment Adjustment Post-Adjustment
62. Total Margins and Equities 5,131,549 F7,puc, 136
63. Total Assets 157,012,479 F7,pic, 103
64.  Equity Ratio 3.27% Le6/L68
65.
66. H. FINAL REVENUE ADJUSTMENT PROPOSED
67. After-Tax Operating Income Adjustment 1,618,500
68. Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
69. Pre-tax Revenue Adjustment 1,618,500
70. Rate Schedule Revenue 75,959,593
71. Adjustment Percentage 2.13%
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

Exhibit RIM-6
Page 12 0of 20

1. ADJUSTMENT [1] - REVENUE

2.  Adjustment to annualize rate adjustment implemented during historical test year

3. Annual Rate Adjustment Authorized by Commission 5,422,372 Docket 380 Order
4, Total kWh Sales During Test Year 867,883,011 Docket 380 Order
5. Average per kWh $0.00625 1213

6. kWh Sales Prior to Implementation of Rate Adjustment 886,423,049 mput

7. Revenue Adjustment to Annualize Rate Adjustment $ 5,538,206 Ls*Ls

8.

9. ADJUSTMENT [2] — OTHER TAXES

10. Adjustment to remove non-cash income tax expense

11. Cash Test Year Other Tax Expense - Docket 380 Order
12. Test Year Other Tax Expense 870,169 Docket 380 Order
13. Adjustment to Actual Other Tax Expense 3 (870,169) 1213

14,

15. ADJUSTMENT 3] -- Long-Term Interest Expense

16. Adjustment to reflect the Budget. Budget

17. Adjustment to Long-Term Interest Expense

18. Actual Year Long-Term Interest Expense $ 6,758,239

19. Budget Year Long-Term Interest Expense 7,133,852

20. Adjustment to Actual Long-Term Interest Expense 3 375,613

21.

22. ADJUSTMENT [4] — Other Interest

23. Adjustment to reflect the Budget.

24. Adjustment to Other Interest Expense

25. Actual Year Other Interest Expense 112,200 7,peA,colB
26. Budget Year Other Interest Expense 112,200 o

27. Adjustment to Actual Other Interest Expense b - 126-125

28.

29. ADJUSTMENT [5] — Principal Payments

30. Adjustment to reflect the Budget.

31. Adjustment to Principal Payments

32. Actual Year Principal Payments $ 1,835,858

33. Budget Year Principal Payments 2,463,502 SPEC records
34. Adjustment to Actual Principal Payments b 627,644

2012-01-004 SPEC FBR version 7.xIsm

Printed: 1/4/2013




SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2016 NO. AMOUNT 2016 FACTOR FBR
6)) 6] 6)) 6]

1. A.STATEMENT OF OPERATIONS

2 Operating Revenue and Patronage Capital 75,224,866 F7,ptA Col.B [1] 7,201,556 82,426,421 Direct 79,136,662
3 Power Production Expense - FLPLACO.B - 0.0000 -
4. Cost of Purchased Power 55,503,549 F7,piA,Col.B 55,503,549 1.0000 55,503,549
S. Transmission Expense 1,112,409 F7,ptA.CoLB 1,112,409 0.0000 -

6 Regional Market Expense F7,Pt. A, Col. B - 0.0000 -

7 Distribution Expense - Operation 4,609,745 F7,pt. A, Col. B 4,609,745 1.0000 4,609,745
8 Distribution Expense - Maintenance 1,900,231 F7,pPt.A Col. B 1,900,231 1.0000 1,900,231
9. Customer Accounts Expense 1,642,842 F7,pt. A Col.B 1,642,842 1.0000 1,642,842
10.  Customer Service and Informational Expense 227,917 F1,PtA ColB 227,917 1.0000 227917
11.  Sales Expense 14,455 F1.p.A Col B 14,455 1.0000 14,455
12. Administrative and General Expense 2,161,665 F1,ptA Col.B 2,161,665 0.9836 2,126,135
13. Total Operation & Maintenance Expense 67,172,813 F1,p.A Col B - 67,172,813 0.9829 66,024,873
14.  Depreciation and Amortization Expense 4,117,770 Fr.pt.A.Col.B 4,117,770 0.8164 3,361,543
15. Tax Expense - Property & Gross Receipts - FLPLACIB - 0.8164 -
16. Tax Expense - Other 175,121 FrpuA colB [2] (175,121) - formula 2,867,502
17.  Interest on Long-Term Debt 7,133,852 F1,ptA ColB [3] 269,307 7,403,159 0.8068 5,973,147
18. Interest Charged to Construction - Credit - FLPLACo.B - 0.8068 -
19. Interest Expense - Other 112,200 F7,pe.A ColB [4] - 112,200 0.8068 90,527
20.  Other Deductions 447987 F1,Pt. A, Col.B 447,987 0.8068 361,453
21, Total Cost of Electric Service 79,159,742 7, Pt A,Col. B 94,186 79,253,928 0.9927 78,679,045
22, Patronage Capital & Operating Margins (3,934,876) F1,pr.A.CalLB 7,107,370 3,172,493 457,617
23.  Non Operating Margins - Interest 1,200 F7,pi A CoLB 1,200 0.8164 980
24.  Allowance for Funds Used During Construction - FLPLACO.B - 0.8164 -
25. Income (Loss) from Equity Investments 3,000,000 F7,pt. A ColB 3,000,000 1.0000 3,000,000
26.  Non Operating Margins - Other 12,000 F7,prA CoLB 12,000 1.0000 12,000
27.  Generation and Transmission Capital Credits - FLPLACOB - 1.0000 -
28.  Other Capital Credits and Patr. Dividends 1,192,383 F7,PtA.Col.B 1,192,383 0.8068 962,059
29. Extraordinary Items - FLPLACIB - 1.0000 -
30. Patronage Capital or Margins 270,706 ¥, A ColB 7,107,370 7,378,076 4,432,656
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2016 NO. AMOUNT 2016 FACTOR FBR
6] 6] ® ®
32. B. DEBT SERVICE PAYMENTS
33. Interest Expense 7,246,052 Line 17+ Line 19 269,307 7,515,359 0.8068 6,063,674
34. Principal Payments 2,463,502 F7,pt.0,Col.B [5] 206,619 2,670,121 0.8068 2,154,354
3s. Total Debt Service Payments 9,709,554 475,926 10,185,480 0.8068 8,218,029
36.
37. C. DEBT SERVICE MARGINS
38. Patronage Capital or Margins 270,706 Line30 7,107,370 7,378,076 0.0000 4,432,656
39.  Plus: Depreciation and Amortization Expense 4,117,770 Linc14 4,117,770 0.8164 3,361,543
40.  Plus: Interest Expense 7,246,052 Line33 269,307 7,515,359 0.8164 6,135,165
41.  Plus: Non-Cash Other Deductions Amortizations 332,816 - 332,816 0.8164 271,694
42.  Plus: Cash Capital Credits Cash Received 775,000 F7,pt),16,Col. A 775,000 0.8164 632,671
43.  Plus: Non-Cash Income Tax Expense 175,121 (175,121) - formula 2,867,502
44.  Less: Income (Loss) from Equity Investments (3,000,000) Line2s (3,000,000) 1.0000 (3,000,000)
45.  Less: Other Capital Credits and Patr. Dividends (1,192,383) vLine 28 (1,192,383) 0.8164 (973,402)
46. Total Debt Service Margins 8,725,082 7,201,556 15,926,638 13,727,830
47.
48. D.DEBT SERVICE COVERAGE 0.90 vrasnss 1.56 1.67
49,
50. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are: | In the Quiet Zone |
S1.  Floor 1.60
52. Target 1.80
53. Ceiling 2.00
54,
55. F._INITIAL OPERATING INCOME ADJUSTMENT
56. DSC Adjustment Required to Achieve Target -
57. Debt Service Payments 8,218,029
58.  After-Tax Operating Income Adjustment -
59.
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SOUTHERN PIONEER ELECTRIC COMPANY
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FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2016 NO. AMOUNT 2016 FACTOR FBR
6] ® ® 6))

60. G. EQUITY TEST (Increase will not result in > 35% equity ratio) Test Year Rate
61. Pre-Adjustment Adjustment Adjustment Post-Adjustment
62. Total Margins and Equities 5,402,255 F7,ptc L36
63. Total Assets 168,842,712 #7,pic,L43
64. Equity Ratio 3.20% Les/Le8
65.
66. H. FINAL REVENUE ADJUSTMENT PROPOSED
67. After-Tax Operating Income Adjustment -
68. Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
69. Pre-tax Revenue Adjustment -
70. Rate Schedule Revenue 79,136,662
71. Adjustment Percentage 0.00%
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS

Exhibit RIM-6
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1. ADJUSTMENT [1] -- REVENUE
2. Adjustment to annualize rate adjustment implemented during historical test year
3.  Annual Rate Adjustment Authorized by Commission 7,156,706 Docket 380 Order
4, Total kWh Sales During Test Year 886,423,049 Docket 380 Order
5.  Average per kWh $0.00807 ra13
6. kWh Sales Prior to Implementation of Rate Adjustment 891,978,056 1mput
7.  Revenue Adjustment to Annualize Rate Adjustment § 7,201,556 1s«s
8.
9. ADJUSTMENT |2] - OTHER TAXES
10. Adjustment to remove non-cash income tax expense
11. Cash Test Year Other Tax Expense - Docket 380 Order
12. Test Year Other Tax Expense 175,121 Docket 380 Order
13. Adjustment to Actual Other Tax Expense §  (175,121) r2ns
14.
15. ADJUSTMENT (3] -- Long-Term Interest Expense
16. Adjustment to reflect the Budget. Budget
17. Adjustment to Long-Term Interest Expense
18. Actual Year Long-Term Interest Expense $ 7,133,852
19. Budget Year Long-Term Interest Expense 7,403,159
20. Adjustment to Actual Long-Term Interest Expense $ 269,307
21.
22. ADJUSTMENT [4] - Other Interest
23. Adjustment to reflect the Budget.
24. Adjustment to Other Interest Expense
25. Actual Year Other Interest Expense 112,200 #7,pA,Col.B
26. Budget Year Other Interest Expense 112,200 o
27. Adjustment to Actual Other Interest Expense $ - L126-L25
28.

29. ADJUSTMENT [5] - Principal Payments
30. Adjustment to reflect the Budget.
31. Adjustment to Principal Payments

| 32. Actual Year Principal Payments $ 2,463,502
33. Budget Year Principal Payments 2,670,121 SPEC records
34. Adjustment to Actual Principal Payments $ 206,619

2012-01-004 SPEC FBR version 7.xlsm
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2017 NO. AMOUNT 2017 FACTOR FBR
6)) 163) ® 163)
1. A.STATEMENT OF OPERATIONS
2. Operating Revenue and Patronage Capital 76,380,565 F7,Pt.A Col.B [1] 7,204,777 83,585,342 Direct 80,293,238
3. Power Production Expense - FLPLACOLB - 0.0000 -
4. Cost of Purchased Power 56,638,930 F7,ptA,Col.B 56,638,930 1.0000 56,638,930
5. Transmission Expense 1,191,349 F7,pt. A ColB 1,191,349 0.0000 -
6. Regional Market Expense F7, Pt. A, Col. B - 0.0000 -
7. Distribution Expense ~ Operation 4,887,900 F7,pt. A Col.B 4,887,900 1.0000 4,887,900
8. Distribution Expense - Maintenance 1,995,242 F7,pt. A Col.B 1,995,242 1.0000 1,995,242
9. Customer Accounts Expense 1,725,946 F7,pt. A, Col. B 1,725,946 1.0000 1,725,946
10.  Customer Service and Informational Expense 239,319 r7,P.A Col B 239,319 1.0000 239,319
11.  Sales Expense 15,177 F1,p.A,Col.B 15,177 1.0000 15,177
12. Administrative and General Expense 2,270,713 F7,pt A Col.B 2,270,713 0.9836 2,233,390
13. Total Operation & Maintenance Expense 68,964,576 F1.pt. A ColB - 68,964,576 0.9822 67,735,905
14.  Depreciation and Amortization Expense 4,389,354 F7,p1A ColB 4,389,354 0.8164 3,583,250
15. Tax Expense - Property & Gross Receipts - FLPLAColB - 0.8164 -
16.  Tax Expense - Other (267,181) F7,pr. A Col. B [2] 267,181 - formula 2,520,478
17.  Interest on Long-Term Debt 7,403,159 F7,PLA ColB [3] 183,920 7,587,079 0.8068 6,121,541
18.  Interest Charged to Construction - Credit - FI,PLAColB - 0.8068 -
19.  Interest Expense - Other 112,200 F7,pt. A colB [4] - 112,200 0.8068 90,527
20. Other Deductions 447,987 F1,Pt.A Col.B 447,987 0.8068 361,453
21. Total Cost of Electric Service 81,050,094 r7,pA,colB 451,101 81,501,195 0.9866 80,413,153
22, Patronage Capital & Operating Margins (4,669,529) F7,pt. A, Col. B 6,753,676 2,084,147 (119,915)
23.  Non Operating Margins - Interest 1,200 F7.prA colB 1,200 0.8164 980
24.  Allowance for Funds Used During Construction -~ FL,PLAColB - 0.8164 -
25.  Income (Loss) from Equity Investments 3,000,000 F7,Pt.A ColB 3,000,000 1.0000 3,000,000
26.  Non Operating Margins - Other 12,000 F7,p1. A ColLB 12,000 1.0000 12,000
27.  Generation and Transmission Capital Credits - FLPLACo.B - 1.0000 -
28.  Other Capital Credits and Patr. Dividends 1,243,314 f7,pt. A, Col.B 1,243,314 0.8068 1,003,153
29. Extraordinary Items - F1,PLAColB - 1.0000 -
30. Patronage Capital or Margins (413,015) F7.Pr. A Col. B 6,753,676 6,340,661 0.6145 3,896,217
31.

2012-01-004 SPEC FBR version 7.xlsm
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2017 NO. AMOUNT 2017 FACTOR FBR
® ® ® ®
32. B. DEBT SERVICE PAYMENTS
33. Interest Expense 7,515,359 Line17 +Line 19 183,920 7,699,279 0.8068 6,212,068
34. Principal Payments 2,670,121 F7,Pt.0,Col. B [5] 207,330 2,877,452 0.8068 2,321,636
35. Total Debt Service Payments 10,185,480 391,250 10,576,731 0.8068 8,533,704
36.
37. C._ DEBT SERVICE MARGINS
38. Patronage Capital or Margins (413,015) vine 30 6,753,676 6,340,661 0.6145 3,896,217
39.  Plus: Depreciation and Amortization Expense 4,389,354 Linc1a 4,389,354 0.8164 3,583,250
40. Plus: Interest Expense 7,515,359 Line33 183,920 7,699,279 0.8164 6,285,309
41.  Plus: Non-Cash Other Deductions Amortizations 332,816 - 332,816 0.8164 271,694
42.  Plus: Cash Capital Credits Cash Received 808,000 £7,p1.),16,Col. A 808,000 0.8164 659,611
43.  Plus: Non-Cash Income Tax Expense (267,181) 267,181 - formula 2,520,478
44. Less: Income (Loss) from Equity Investments (3,000,000) Line2s (3,000,000) 1.0000 (3,000,000)
45.  Less: Other Capital Credits and Patr. Dividends (1,243,314) Linc28 (1,243,314) 0.8164 (1,014,980)
46. Total Debt Service Margins 8,122,019 7,204,777 15,326,796 13,201,579
47,
48. D.DEBT SERVICE COVERAGE 0.80 rasnss 1.45 1.55
49,
50. E. DEBT SERVICE PARAMETERS Adjusted DSC Margins are: | Below the Fioor |
51.  Floor 1.60
52. Target 1.80
53. Ceiling 2.00
54.
55. F. INITIAL OPERATING INCOME ADJUSTMENT
56. DSC Adjustment Required to Achieve Target 0.25
57. Debt Service Payments 8,533,704
58.  After-Tax Operating Income Adjustment 2,159,088
59.

2012-01-004 SPEC FBR version 7.xIsm
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SOUTHERN PIONEER ELECTRIC COMPANY

FORMULA BASED RATE
ADJUSTED
HISTORICAL DISTRIBUTION
TEST YEAR ADJUSTMENTS TEST YEAR ALLOCATION DISTRIBUTION
ITEM 2017 NO. AMOUNT 2017 FACTOR FBR
6] ® ® ®
60. G._ EQUITY TEST (Increase will not result in >35% equity ratio Test Year Rate
61. Pre-Adjustment Adjustment Adjustment Post-Adjustment
62. Total Margins and Equities 4,989,240 r1,pt.c 136
63. Total Assets 179,405,920 ¢7,ptc, La3
64. Equity Ratio 2.78% 667168
65.
66. H. FINAL REVENUE ADJUSTMENT PROPOSED
67. After-Tax Operating Income Adjustment 2,159,088
68. Divided by Tax Adjustment (1 - Combined Tax Rate) 1.00
69. Pre-tax Revenue Adjustment 2,159,088
70. Rate Schedule Revenue 80,293,238
71. Adjustment Percentage 2.69%

2012-01-004 SPEC FBR version 7.xlsm Printed: 1/4/2013
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SOUTHERN PIONEER ELECTRIC COMPANY
FORMULA BASED RATE - ADJUSTMENTS
1. ADJUSTMENT [1] - REVENUE
2. Adjustment to annualize rate adjustment implemented during historical test year
3. Annual Rate Adjustment Authorized by Commission 7,201,556 Docket 380 Order
4, Total kWh Sales During Test Year 891,978,056 Docket 380 Order
5. Average per kWh $0.00807 1213
6.  kWh Sales Prior to Implementation of Rate Adjustment 892,377,053 1mput
7. Revenue Adjustment to Annualize Rate Adjustment $ 7,204,777 isus
8.
9. ADJUSTMENT |2] - OTHER TAXES
10. Adjustment to remove non-cash income tax expense
11. Cash Test Year Other Tax Expense - Docket 380 Order
12. Test Year Other Tax Expense (267,181) Docket 380 Order
13. Adjustment to Actual Other Tax Expense $ 267,181 1213
14.
15. ADJUSTMENT [3] -- Long-Term Interest Expense
16. Adjustment to reflect the Budget. Budget
17. Adjustment to Long-Term Interest Expense
18. Actual Year Long-Term Interest Expense $ 7,403,159
19. Budget Year Long-Term Interest Expense 7,587,079
20. Adjustment to Actual Long-Term Interest Expense $ 183,920
21.
22. ADJUSTMENT [5] — Other Deductions
23. Adjustment to reflect the Budget.
24. Adjustment to Other Interest Expense
25. Actual Year Other Interest Expense 112,200
26. Budget Year Other Interest Expense 112,200
27. Adjustment to Actual Other Interest Expense $ -
28.
29. ADJUSTMENT [4] -- Principal Payments
30. Adjustment to reflect the Budget.
31. Adjustment to Principal Payments
32. Actual Year Principal Payments $ 2,670,121
33. Budget Year Principal Payments 2,877,452 SPEC records
34. Adjustment to Actual Principal Payments $ 207,330
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Appendix |

Expeditad Access Charge F#Jing

An expedited access charge filing b'rap'edgre. will be
implemented '-effeéﬁye January 1, 1891, or as soon as all local
exchange coﬁlpany éccess tariffs from t‘hispfbce,edip'g beconie
effective. | The following ;épresents an eiq;!énation of the pmceﬂuya _ :

-

and filing requirements.

General Degtérsptiaﬁ:

This expedited procedura is.ava‘ﬁab.re, ‘.t‘ofall focal exchange.
- companies except Southwestern Bell 'Te'l’ephone Company and the
ﬁnited companies, Thxs filing is intended to address revisions fo
infrast’atel Carrier :Gomn;lori ,L_iné {cCL) acceés :ra‘t’e‘s_on!y; througﬁ the
review aﬁq -adjustméizt of 'i,ntra"statez intraLATAﬁnter'LATA tevenue
requirements of individual- lqcal exchange companies. This expédited
filing pracess will not be used to make cr- proposé changes -in basic
lacal exchange rates, or rates other -fhan access. Fiings must be
madeé on behalf of individual focal exchange telephone companies and .
not by 'muitipte' or aggregated telephone companies. Failure to file or
make application in :the prescribed format will result in denial of

the ‘application and thiis the 120-day time frame is not initiated
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unless a filing is in compliance with the prescribed format,
Applications ‘will .not be heid open of continue to be carfied an the
Commission's calendar subject to a company "co'mgie‘ting'.' or

"updating” its filing to comply with the prescribed format.

Filing Requirements:

1 )-Tﬁé'bdm.rﬁiséion ‘must receive: writtén_ notice of the interit to file
an application at least 30 days in advance of the filing. |

2) The Cgmmxsszon will make ,g'defermmation an the ﬁ!_ingyé:itr;iq
120' days from ‘the aﬁplg‘éat?oh ﬁ!ing date. intéfeichange carriers:

. passing _.on~ charﬁg‘es; in accass 'rat'e's té'éhﬂ uéers may elect io
aggregate these rate changes for an annual penod and revxse

: apphcable tanffs January 1 ‘of each year. ‘subject to exsstmg
Commissuon overs:ght

3) There is no restriction oni dafes’ by which applications can be

. ,submatte}d to the Commission. ‘

'4)}'Exist§ﬁg‘. .sta.tutes or ﬁling' requi're_m'ents gdidi’ng the procedures to
Se ;xs"ed in 'mékiég‘ application Witﬁ the Ccmmi;s’ion are not altered

‘or waived by this procedure.
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Filing Format: |

1) The company must file using the formats’ attached which' support

thé combany*s. revenue ’recfuiréments by jurisdiction, the residual

QCL.'ca]cﬁl_'aﬁan format .and. the Sumnié‘z“y revenue requirement

format. The total of all jurisdictional co'mpcn'e‘nts should bé‘

reconciled to the actual book amounts by explammg any dsfferences

- or. ad;ustments between the filing and the company's books‘ The o

A-'resxdua! CCL calculahon fcrmat sh0u1d prowde a reconcxhahon.

where apphcable. between components of annua!azed revenues

'-'(current volumes x ra’tes’) and actual book amounts by.explaining any

ﬂifférehées 6r.. adjustments.

| 2) The filing sﬁo‘uid'fnéorporéte the most recent écmal" Me.lve‘
months data and shoutd nat include projected of fnrecasted rate base .

or expense components in the revenue requurements

3) Only the intrastate mtraLATAf ntertATA- ;Urxsdictional’ révéxiue-

reqmrements arg subject to review or revision in this proceeding.

4) The overalil rate-of return to be used in the -expedited filing for

the duration of the plan will be the company-'s specific Commission

authorized rate of return, if applicable, or 10.00 percent, absent.

evidence supparting. an alternative rate of return.
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5) Weighted DEI;A is capped at 85.00 percent to toll.

- 6) Adjustments and level of review.
a) The intent is that fhe filing not '-inc_:grp_orgte of iﬁcf_ud_e rate
case type édjbstmént_s by the filing .company, nor fécus an
proposed rate case type adjustments by intervenors or staff.
Prquse’d !‘s'sues or adjustments 'shéu!d' -'fbcué‘ on cﬁmpliance
issues such as, but not hmlted to, Part 32, 36 84, Generaily
‘Accepted Accounting Pnnclples (GAAP) and Kansas
Comm:sszon orders..- Rate case type adjustments may be
avoxdable to the externit that apphcatxons are based on a test
penod representatxve of hxstancal -or prospectwe revenue
requxremenis without any .ext_raorcr nary or unusual costs. The
intent is that the exped:ted pmcess not be abused by the mmg
of an apphwt:on that takes. advantage of a nonrecumng or
axtraordmary cxrcumstanca whsch -ddes not represent a
reasonabte revenue requiremant.

" b) The ﬁling may at the company's discretion include rate case
type adjustments. However, for the expedited filing to be
considered complets and in compliance with filing .

requirements all adjustments must be separately identified,



Exhibit RIM-7
Page 5 of 9

include supporﬁng caicuiaticﬁs and workpapers,’ include a
' narrative explanation of each;‘a'dju#tment and prévide the total

adjustment multiplied -by-'ihg- specific separations’ fact'or.to
arrive at the jurisdictions! adjustment by accounit nuinber.
Geﬁerg!iy,_ it can p.rob”ab!j:{ be éxpec'ted that company fled rate
case adi‘x;,s_tmé_nts will pr‘or‘npt, proposed rate 'ca'sé ,adjiistmént’s'
by.intervenors and staff.

“The att'achegi ?bnné are 10 be 'used' by the anpﬁpants in expedited

access charge filings. .
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STATE OF MICHIGANRN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

" In the matter of the application of )y {
ONTONAGON COUNTY RURAL ELECTRIFICATION ) :
ASSOCIATION for authority to file, ) Case No. U-6652 _ i
establish and make effective increased ) :
rates for the sale of electric energy. ;

At a session of the Michigan Public Service Commission held at its offices

in the City of Lansing;iMichigan, on the 10th day of February, 1931.

PRESENT: Hon. Daniel J. Demlow, Chairperson
. Hon. Eric J. Schneidewind, Commissioner
Hon. Edwyna G. Anderson, Commissioner

OPINION AND ORDER

1.

HISTORY OF PROCEEDINGS

On October 28, 1980, Ontonagon County Rural Electrification Association
(Applicant) filed aﬁ application for authority to increase its rates and charges
for electric service.

Pursuant to due notice, a public hearfng was held in the offices of the Com-
mission on January 6, 1981. Applicant presented the testimony of one witness and
offered six exhibits, including proposed rate schedules. The'Commission Staff
(Staff) cross-examined Applicant's witness and presented the testimony of one
witness and offered two exhibits. On January 5, 1981, a petition to intervene
was filed by EVi Sironen byt he did not appear at the hearing.

At the conclusion of the hearing, all parties waived complianée with the
provisions of Section 81 of the Administrative Procedures Act, 1969 PA 306, as

amended, MCLA 24.281..
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(o ‘ H.

DESCRIPTION OF APPLICANT

Applicant is a Michigan nonprofit corporation with principal offices located
_ at Ontonagon, Michigan and is engaged in the distribution and sale of electric
energy in rural portions of Ontonagon, Houghton, Keweenaw and Baraga Counties.

As of June 30, 1980, Applicant had 3,209 member-customers.

THE TEST PERIOD

In this, as in other rate proceedings, it is necessafy to select a test
period and to adjust its results for known changes in revenues and expenses so
that tﬁe adjusted operating results will be representative of the future, and

(\“f thereby afford a reasonable basis upon which to predicate rates which will be
effective subsequent to this order. In this ﬁroceeding, Applicant submitted
testimony and exhibits covering the year ending June-30, 1980, adjusted for

i known cost increases occurring subsequent to that date.

There having been no evidence presented covering any other period and no
objection having been made to the test period.ending Juné 30, 1980, as adjusted,

the Commission adopts it as the appropriate test period.

v.

STATEMENT OF FACTS

The basic rates now being charged by Applicént for electric service were
authorized by the Commission in its order dated December 11, 1979 in Case No.
(' ; U-6223.

Applicant represents that because of unprecedented levels of inflation its

Page 2
U-6652




L

Exhibit RIM-8
Page 3 of 36

costs have increased while sales have been lower than anticipated. As a result,
Applicant's operations have shown a loss in every month since the issuance of the
Commission's order in Case No. U-6223. According to Exhibit A-2, on an unadjusted
basis, Applicant's operations for the test period reflect a net loss of $129,703.
Applicant seeks authority to establish rates which produce additional revenues-
of $118,762 annually. |

,Applicant and the Staff agree that the Rural Electrification Administratién
(REA) and the Cooperative Finance Corporation‘(CFC) require a Times Interest
Earn;d Ratio (TIER) of between 1.5 and 2.5. The Commission order in Case No.
U-6523_authorized revenues to yield a TIER at the minimum level of 2.43.

It appears that Applicant's financial condition is deteriorating to the

point where REA funding is no longer assured. In processing App]icantfs most

‘recent loan application, REA felt compelled to establish special mechanisms be-

cause of Applicant's steadily deteriorating financial condition. As REA stated:

Since December 31, 1974, your [Applicant's] system has been
unable to earn a positive margin from its operations. Con-
sidering the financial condition of the cooperative, we be-
lieve that if Ontonagon is unable to place into effect timely
rate increases which will insure adequate feasibility for REA
loans, the cooperative should consider curtailing its construc-
tion. program. System improvements will have to be drastically
reduced. As a further step, REA Is considering placing & spe-
cial condition on the 'U-4' loan. The condition would require
receipt of evidence that adequate retail rates have been ap-
proved and are effective before any 'U-4' loan funds could be
released."

The Commfssion FINDS that to emsure continuous service and to accommodate system
expansion and improvements an increase in Applicant's revenues is necessary and
apprépriate.

While Applicant's presentiy authorized ratés are based on revenues designed
to yield a 2.43 TIER, Applicant's $§118,762 request seeks an authorized TIER of
2.6. Applicant represents that z 3.0 TIER is more appropriate, but requests the

2.6 TIER as a first step toward that goal. For reasons discussed below, the

Page 3
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Commission need not address fhe propriety of raising Applicant's TIER levels.

Applicant indicates that its goal is to provide the best possible service
at the lowest possible rates. Applicant represented that for that reason its
retail rates have traditionally been lower than its major wholesale supplier,
Upper Peninsula Power Company.

According to Exhibit A-2, Applicant's monthly expenses have consistently
exceeded revenue, even after annualizing the impact of Applicant's last rate ’
case (Uf6223). Applicant indicates that these results and REA and CFC threshold
interest coverage requirements have férced and will continue to force Applicant
to égek repeated rate relief from this.Commlssion., - '

The need for continuous rate review costs Applicant and jts member-customers
dearly. The Commission recognizes that rate cases are expensive affairs. Engi-
neering and legal consultants are often hired and utility personnel invest count-
less hours in rate case preparation and trips to Lansing. For a cooperative lo-
cated in the Upper Peninsula, regﬁlatory expenses are even more burdensome.
Especially for a utility the size of Applicant, with only 3,000 customers, rate
case expense becomes a significant part of the rate relief awarded.

While this Commission:s relief has been timely, there is always the unavoid-
able lag between the time a decision is made to seek relief and the time such re~
lief is granted. Accordingly, in its filing, Applicant recommended a new mech-
anism, TIER Indexing, which it represents will reduce customer costs, decrease
rate case expenses and allow Applicant to maintain revenue stability.

Mr. William J. Chabct, Applicant's General Manager, recommended TIER Index-

ing as an alternative to present ratemaking mechanisms. As Mr..Chabot explained,

« traditional mechanisms have been designed to authorize revenues which yield a

TIER of approximately 2.5. VWhen TIER fell to unacceptable levels, the coopera-
tive would analyze its fiaanciai status, conduct a rate study, put together a
detailed filing, and make 2pplication to the Commission for another rate increase.

Page L
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The Commission, after a Staff evaluation, would ‘again revise rates to yield a 2.5
target TIER. Because of economic conditions, the process repeats itself time
after time.

Under TIER Indexing, as proposed by Applicant, revenues authorized herein
would be designed to yield a lower TIER; to wit, approximately 2.4. In addition,
Applicant would withdraw normalizing expense adjustments. The net effect of
these changeé would be to reduce Applicant’s rate request by approximately 33%:

‘ The next phase of TIER Indexing would occur after Applicant has experienced
six months of operation under the base rate order. At this point, a review would
be made to determine whether App]icantis TIER had increased or de;reased from the
2.4 level authorized in the base rate order. |If the six-month T!ER level is be-
tween 2.0 and 2.8, there would be no adjustment in rates. If the six-mﬁnth TIER.
level is greater than 2.8, an ex parte rate reductioﬁ.would be made as necesséry ’
to bring TIER back to 2.4. If, on the other hand, TlERihas fallen below 2.0, a
hearing would be held to determine what revenue increase is necessary to bring
TIER back to 2.k,

Once six more months of operations have been analyzed, the brocess would
repeat itself. Applicant suggests that TIER Indexing be instituted as an exper-
imental two-year program.

The Commission has reviewed App]iéant's.financial condition and the proposed
TIER Indexing mechanism in depth. The Commissign herein adopts, as anhexperimental
two-year program, T!ER Indexing, for the following reasons, among others:

1. Because TIER Indexing should allow Applicant to maintain
revenue stability, rates established herein need not yield
as high a TIER level. In the instant proceeding, this
allows the rate increase authorized to be lower by a factor
of approxiﬁately 33%j

2. In addition to substantial immediate reduction in member-
customer rates, engineering and attorney fees should be

markedly reduced, thus further reducing member-customer
costs.

Page 5
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3. Because Applicant should be able to maintain revenue stability,
financing costs should be lower, thus further reducing member-
customer costs.

L, Once TIER Indexing has been established, Commission and Staff
resources need not be expended, to the extent they have been
in the past, in rate proceedings for Applicant.

5. The process, as detailed below, Is simple, mechanically non-
controversial and easy to understand. :

6. The characteristics of a cooperative, being owned by its cus-
tomers, uniquely adapt themselves to this type of mechanism.
To the extent rates increase because of imprudent management,
member-customers will seek answers. In addition, the Staff
is expected to monitor expenditures to assure reliability of
the mechanism. Finally, management will be expected to
reduce, wherever possible, expenditures. :

In short, the Commission believes that adoption of TIER Indexing as an experimen=-
tal, two-year program is in the interest of Applicant and its member-customers.

In adopting TIER Indexing, the Commission cautions that it will carefully

monitor Applicant’'s. performance. While certain other cooperatives may, in the

future, be authorized similar mechanisms, the Commission stresses that Applicant's
size and financial condition, as detailed in the record, were carefully reviewed.
Applicant's proposed increase, with TIER Indexing, totaled $79,706. Appli-
cant's present fuel apd purchased power adjustment clause contains two separateé
basing points, one for its Ewen and Trout Creek substations, and another for its
main system. Applicant!s filing did not request adjustments to those basing
points. However, subsequent to its filing, Applicant learned of wholesale power

increases scheduled to soon go into effect. The Staff accordingly suggested a

31.62 mills per Kwh base for customers served by Applicant's Ewen and Trout Creek

substations, and a 40.63 mills per Kwh base for main system customers. Applicant
did not object to those revised ba;ing points. -

The Staff recommended a $79,706 increase. Applicant objected to neither the
Staff's recommended revenue increase nor to ifs method of calculation. The Com-
mission herein adopts the Staff's proposed revenue increase and adjustment clause

Page 6
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— basing points.

The TIER Indexing mechanism which the Commission is adopting shall operate

as follows:

Page 7
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By this order, Applicant will be authorized to place into
effect, for service rendered on and after February 1, 1981,
rates designed to produce an annual increase in revenues
of approximately $79,706.

By September 10, 1981, Applicant is directed to submit a

- calculation of its TIER for the six-month period ending " ' ’

July 31, 1981. If the calculated TIER is between 2.0 and
2.8, there need be no adjustment in rates. If the six-
month TIER is greater than 2.8, Applicant should submit a
calculation of revenue reductions necessary to bring TIER
back to 2.4. if, on the other hand, TIER has fallen below
2.0, a hearing will be scheduled to determine what revenue
increase is necessary to bring TIER back to 2.4.

Upon submission of Applicant's TIER analysis, the Staff is
directed to review such calculations for methodology and
accuracy. If no revenue increase is necessary, hearings
need not be scheduled unless the Staff or Applicant specif-
ically request such hearing.

Applicant's calculation of its six-month TIER shall be based
on its unadjusted statement of operations, as reflected In
fts REA Form 7, with only three adjustments:

a. Rates established in this base rate order
should be annualized.

b. Seasonal revenue, which Applicant traditionally
collects in one month, should be normalized.

c. The lag in purchased power revenue should be
adjusted, where necessary, so that the analysis
coincijdes with actual levels.,

At the conclusion of the above-described process, Applicant
shall inform its member-customers as to the determination
of the Commission, and methed of calculation of revised
rates, if necessary. |If a revenue decrease or increase is
authorized, such shall be handled through 2 per Kwh sur-
charge on customer bills In the first monthly bill follow-
ing such order. In subsequent months, the surcharge shall
be incorporated in customer energy rates.

By April 1982, financial statements covering a full 12-month
period since the issuance of the base rate order should be
available. |If a hearing is necessary (i.e., if a revenue
increase is necessary), the only adjustments that need be

~ considered relate to purchased power revenue lag and annual-

ization of the prior six-month rate order, if an increase
was warranted.
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( i 7. The process will continue every six months thereafter, sub-

-~

ject to review by this Commission after February 1, 1983.

The Commission FINDS that the TIER Indexing system established by this or-
der should be subject to alterations, on application of Applicant or suggestion
of the Staff or other parties. It would not be in the public interest to freeze
the system so adjustments could not be made. The Commission is establishing an
innovative program. In most innovative programs there are ''bugs'' which must be
eliminated to make the program work properly. In addition, the long-run future
is uncertain. The Commission simply must have the flexibility to deal directly
with ﬁnanticipated_serious problems. However, where Applicant requests a change

_in the TIER Indexing system, Applicant will have a heavy burden to demonstrate
the necessity of the change.

Neither Applicant nor the Staff recommended changes in rate design. The

< Commission FINDS that the rate design established in its order in Case No.

U-6223 should be maintained.

With two exceptions, there were no proposals to change App]icant‘s Rules
and Regulations. The first exception related to a proposed amendment to Appli—‘
caﬁt's Rules and Regulations to allow Applicant to assess a late payment charge
not in excess of 2%, not compounded, of the bill, net of taxes, for residentiél
customers. In the Commission's order of October 28, 1980 in Case No. U-4240,
'revis{ng the Consumer Standards and Billing Practices, it specifically allowed
such change in Rule 18(2). The Staff proposed a second exception involving re-
'funds of advances for construction. The Commission FINDS that‘those two amend-

ments to Applicant's Rules and Regulations are reasonable and appropriate.

The Commission FINDS that:
a. Jurisdiction is pursuant to 1909 PA 106, as amended, MCLA 460.551
e et seq.; 1919 PA 419, as amended, MCLA 460.51 et seq.; 1933 PA 3, as amended,
MCLA 460.]1 et seq.; 1969 PA 306, as amended, MCLA 24,201 et seq.; and the

Page 8
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Commission's Rules of Practice and Procedure, 1954 Administrative Code, 1968
Annual- Supplement, R 460.11 ot seq.
b. Additional annual revenue of approximately $79,706 will yield a TIER
of 2.4 and enable Applicant to meet the financing requirements of its lending
agencies.
c. A TIER Indexing system as set forth in this Opinion and Order is reason-
able and should be adopted. The TIER Indexing system ghou!d be implemented by .
keeping the record open for the.receipt of evidence and any necessary adjustment
of rates, according to the terms and provisions set forth in this Opinion and
Order.
d.  Applicant's fuel and purchased power adjustment claﬁses a; established

in Case No. U-6223 and as developed in the Commission's bimoﬁthiy decisions

‘should be retained, the new basing points being as set forth in this Opinion and

Order.

e. The electric rate schedules attached hereto as Exhibit A will increase
Applicant's aﬁnual'electric operating revenues as authorized by this Cpinion and
Order and will result in just and reasonable rates and charges for the sale of
electric energy and should be made effective for service rendered on and after

March 1, 1981,

THEREFORE, IT 15 ORDERED that:

A. Ontonagon Tounty Rural Electrification Association is hereby authorized
to place into effect., Tor éervice rendered on and after March 1, 1981, the
Standard Rules and Regulations and rate schedules atfached hereto as Exhibit A.
The rates are designed to produce an increase in. annual revenues of approximately
$79,706.

B. The record in this case is left open for the limited purpose of imple-

menting the TIER Induxing mechanism according to the terms and procedures set

Page 9
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%orth in this Opinion and Order.

C. Ontonagon County Rural Electrification Association shall continue to im-
plement bimonthly purchased power cost adjustment hearings as set forth in this
order. |

D. Ontonagon County Rural Electrification Association shall, within 30 days,
submit for filing six copies of the Standard Rule$ and Regulations and rate sched-

ules substantially the same as those attached hereto as Exhibit A. . ’

The Commission specifically reserves jurisdiction of the matters herein
contained and the authority to issue such further order or orders as the facts

and circumstances may require.

Any party desiring to appeal this order must perfect an appeal to the Ingham
County Circuit Court within 30 days after issuance and notice of the order, pur-
suant to MCLA 460.301.

MICHIGAN PUBLIC SERVICE COMMISSiON

/s/ Daniel J. Demlow
Chairperson

(SEAL)

/s/ Eric J. Schneidewind
Commisstoner

Commissioner Edwyna G. Anderson dis-
sents and is, this date, issuing the
attached Dissenting Opinion.

By the Commission and pursuant to
its actlon of February 10, 1931.

/s/ Thomas R. Lonergan
Its Secretary

Page 10
U-6652

mp




"ASSOCIATION for authority to file,

Exhibit RIM-8
Page 11 of 36

STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC .SERVICE COMMISSION

D O R
®OW W W W

In the matter of the application of

ONTONAGON COUNTY RURAL ELECTRIFICATION
Case No. U-6652
establish and make effective increased
rates for the sale of electric energy.

e e e N o S

DISSENTING OPINION OF COMMISSIONER EDWYNA G. ANDERSON

{Submitted on February 10, 1981 concerning
order issued on same date)

s
Today Ontonagon County Rural Electrification Association (Ontonagon) is being

granted a $79,706 rate increase for electric service. Such an increase will add
approximately 6.6% to the avefage 500 Kwh user's bill, raising it to a monthly

base in excess of $40.

A careful and complete review of all transcripts indicates that Ontonagon is
in poor financial health and cleérly in need of revenues generated by this Opinion

and Order.

Ontonagon has been caughi in a spiralling period of escalating costs and
falling sales. During the test year ending June 30, 1980 Ontonagon lost $129,703.
Ontonagon's monthly expenses have consistently outstripped revenues in recent

months.

Such data indicatés to me that the patient is obviously sick and in need of.

an immediate remedy. Unfortunately, 1 cannot agree with the majority's remedy.

The majority has introduced another "innovative' program to cure this patient.

The new program is called "TIER INDEXING.' TIER is an acronym for '"times interest
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earned ratio.'" This ratio is computed by adding the earnings for the period plus

interest expense and dividing by the interest expense.

The TIER measures the extent to which earnings can decline without resultant
financial embarrassment to the firm because of inability to meet annual interest
costs.

4

Nowhere is there any indication that the Rural Electrification Administration
(REA) requires a minimum TIER of 2.0 to meet its standards. The bottom line of
this TIER Indexing is to allow this co-op's earnings to vacillate between a 2.0

and a 2.8 TIER.

The majority argues that such innovation allows the Commission to grant @
$79,703 increase rather than a traditional rate increase running as high as

$118,672. TIER Indexing, according to the majority, further allows reduced ex-

- penses such as engineering and attorneys fees generated during rate hearings and

should increase revenue stab&lity, thereby lowering financing costs. The majority
continues:
.“5. The process, as detailed below is simple, mechanically
noncontroversial and easy to understand.' (0rder, page 6)

In reality the TIER Indexing program is no more than a thinly-disguised
Consumer Price Index (CPI) program. Ontonagon currently has a TIER ratio well
below 2.0. They have taken a smaller piece of the cake (§79,703) immediately to
insure a larger piece (2.0 - 2.8 TIER ratio) in the future. Under this plan they
will not come befqre this Commission unless their earnings exceed a TIER ratio of

2.8 or fall below a TIER ratio of 2.0.

Expense control and review by this Commission will be nonexistent so long as

Ontonagon maintains a 2.0 - 2.8 TIER ratio.

Page 2
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If Ontonagon comes close to a 2.0 TIER ratio there is a tempting incentive

to fall below such a ratio so as to immediately qualify for rate relief that will

bring them back to a 2.4 TIER ratio. If, on the other hand, they start to approach
a 2.8 TIER ratio there is an equally strong incentive to increase expenses sO as to

avoid Commission adjustment.

Again, the problem is simply an inability of this Commission to scrutinize,
yes even requlate, this co-op. We have little or-no ability to review alleged
increases in relationship to overall revenues, revenue requirements, costs of

service and other relevant factors relating to the co-op's fiscal condition.

l certainly agree that co-ops are unique and sometimes warrant special treat-
ment. This may result from such factors as nonprofit capital structure and

ownership by their members.

But one must wonder if Ontonagon's member/customers are aware of TIER Indexing

and its rate implications.

Additionally, there is the persistent threat that the pervasive and pernicious

. practice of spreading thase new programs to other companies will likely not stop

here.

In summary, this Commission under the guise of "innovation'' is adding another
automatic adjustment program to its already overladen arsenal of ''pass throughs ."
I cannot, nor wiltl |, support such Indexing plans must respectfully dissent.

Edwygh G. Andefson
Commissioner

February 10, 1981
Lansing, Michigan

Page 3
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STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

® % ¥ ¥k X%

In the matter of the petition of
ONTONAGON COUNTY RURAL
ELECTRIFICATION ASSOCIATION
for authority to effectuate the
TIER Indexing Mechanism, pursuant
to the Commission's order in Case
No. U-6652 dated February 10, 1981.

Case No. U~6652
(TIER - Spring '83)

Nt Nkt et Nl e gl N

_ " At a session of the Michigan Public Service Commission held at its offices in the

City of Lansing, Michigan, on the 14th day of June, 1983.

PRESENT: Hon. Eric J. Schneidewind, Chairperson
Hon. Edwyna G. Anderson, Commissioner
Hon. Matthew E. McLogan, Commissioner

"OPINION AND ORDER

I.

HISTORY OF PROCEEDINGS

On February 10, 1981, the Commission issued its Opinion and QOrder in Case No.
U-6652 authorizing Ontonagon County Rural Electrification Association (Applicant) to
revise its rates and charges for electric service.

Therein, the Commission adopted a new fnechanism, Times Interest Earned Ratio
(TIER) Indexing. = As stated at pages 7 and 8 of its February 10, 1981 Opiniqn and
Order, the TIER analysis mechanism which the Commission adopted was designe.d to

operate as follows:

"}, By this order, Applicant will be authorized to place into
effect, for service rendered on and after February 11,
1981, rates designed to produce  an annual increase in
revenues of approximately $79,706.
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2. By September 10, 1981, Applicant is directed to submit a
caleulation of its TIER for the six-month period ending
July 31, 1981. 1f the caleulated TIER is beiween 2.0 and
2.8, there need be no adjustment in rates. If the six-month
TIER is greater than 2.8, Applicant should submit a
caleulation of revenue reductions necessary to bring TIER
back to 2.4. If, on the other hand, TIER has fallen below
2.0, a hearing will be scheduled to determine what revenue
increase is necessary to bring TIER back to 2.4.

3. Upon submission of Applicant's TIER analysis, the Staff is
directed to review such caleulations for methodology and .
aceuracy. If no revenue increase is necessary, hearings
need not-be scheduled unless the Staff or Applicant
specifically request such hearing.

® % %

At the conclusion of  the above-deseribed process,
Applicant shall inform its member-customers as to the
determination of the Commission, and method of
caleulation of revised rates, if necessary. If a revenue.
decrease or increase is authorized, sueh shall be handled
through a per Kwh surcharge on customer bills in the first
monthly bill following such order. In subsequent months,
the surcharge shall be incorporated in customer energy
rates.

(4]
h

* Xk %

7. The process will continue every six months thereafter,
subjeet to review by this Commission after February 1,
1983.m

On September 10, 1981, in compliance with Commission directive, Applicant

_ filed’its petition for a TIER hearing, submitting its calculation of TIER for the period

ending July 31, 1981. Therein, Applicant represented that its calculation derived a
TIER of 2.03 and, as a result, no rate increase was necessary. On October 16, 1981,

the Commission issued its order adopting Applicant's presentation and directing that

" no rate adjustments be made.

Also pursuant to the above-quoted Commission directive, on March 2, 1982,
Applicarit submitted data necessary to calculate its TIER for the period ending
January 31, 1982. Therein, Applicant represented that its calculations indicated a
necessary revenue increase of $74,255, or approximately 4.96%, to bring
Page 2
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its TIER to 2.4, On Mas; 5, 1982, the Commission issued its order adopting Applicant's
filing and authorizing the requested increase.

Also pursuant to the above-quoted Commission direetive, on July 31, 1982,
Applicant submitted data necessary to calculate its TIER for the period ending
duly 31, 1982, Therein, Applicant represented that its calculations indicated a
necessary revenue increase of $55,921, or approximately 3.47%, to bring its TIER to
2.4. On October 26, 1982, the Commission issued its' order adopting Applicant's filing
and authorizing the requestéd increase.

On March 31, 1983, pursuant to Commission directive, Applicant submitted its
Petition f;)r TIER Analysis Heariﬁg, accompanied by prepared exhibits, setting forth
its caiculation of TIER for the period ending January 31, 1983. Applicant represented,

threugh its prepared testimony and exhibits, an adjusted TIER coverage of 1.78, and

requested a revenue increase of $39,467, or approximately 2.36%, to bring its TIER to

2.4.

On April 15, 1983, the Commission issued its Notice of Hearing, directing that

_the following be addressed at a public hearing scheduled for May 9, 1983:

1. A determination of whether Applicant should be authorized
to inerease its revenues and, if so, in what amount.

2. A review of the TIER analysis mechanism as directed by
the Commission in its Opinion and Order dated
February 10, 1981.
In the Commissien's Notice of Hearing, the subject matter of the proceeding was not
limited to Applicant's request, but parties were authorized to "address the total cost
of service and afi other lawful elements properly to be considered in determining just
and reasoneable rates" (p. 3).
Pursuant i@ the Notice of Hearing, & public hearing was held in Lansing,

Michigan on Msay 2, 1983 before Administrative Law Judge Robert E. Hollenshead.

Appearing at th= hearing were Applicant and the Commission Staff (Staff). At the

Page 3
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commencement of the hearing Applicant presented an Affidavit of Publication that
the Notice of Hearing had been published in a newspaper of general circulation as
required. Applicant had previously submitted, on April 25, 1983, Proof of Service of
the Notice of Hearing to governmental entities.

During the hearing, Applicant presented the testimony of its manager,
James A. Morgan, and offered seven exhibits which were admitted into evidence. TFive

of the exhibits address Applicant's requested revenue increase, as follows:
Applicant's Form 7 for each of the 12 months
ended January 31, 1983. These are the finan-
cial and statistical reports which gll rural elec-
tric cooperatives must file on a monthly basis
with REA. Caleculations leading to the required
TIER analysis revenue increase were based on
numbers taken from the REA Forms 7.

Exhibit A-1

Exhibit A-2 Applicant's compilation of margins and interest
for the 12 months ended January 31, 1983. On
an unadjusted basis, Applicant's TIER coverage
for the 12 months ended January 31, 1983 was

0.95.

Exhibit A-3

Applicant's calculation of revenues for the 12
months ended January 31, 1983, after annuali-
zation of the rate increases authorized by the
Commission in this docket dated May 5, 1982
and October 26, 1982; and recognition of the
impact of 1982 PA 304. The effect of such
adjustments was to increase test year revenues
by $52,753. This led to & revised TIER of 1.78.

Exhibit A-4

1

Applicant's calculation of the required TIER
analysis increase, taking into account all neces-
sary adjustments. As set forth thereon, the
calculations indicate a required increase of
$39,467, or approximately 2.36%.

Exhibit &4-5 Applicant's ecalculation of the necessary 2.39
mills per Kwh surcharge required to collect the
TIER analysis increase, Consistent with the
Commission's February 10, 1981 order, Appli-
cant requested that the surcharge be collected
in the first month following the issuance of the
Commission order, with said increase being

rolled into base rates in subsequent months.

Page 4
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Two of the exhibits nddress the required TIER annalysis review, as foilows:

Exhibit A-6 ~ The December 17, 1982 QOrder of Virginia State
Corporation Commission in Case No.
PUE820087, initiating proceedings which
eventually led to an order implementing
expedited rural electric cooperative rate
proceedings tied to TIER.

Exhibit A-7 - The March 1, 1983 Final Order of the Virginia
State Corporation Commission in Case No.
PUE820087, formally adopting expedited rural
electric cooperative rate proceedings tied to
TIER.

The Commission Staff (Staff) cross-examined Applicant's witness and presented
the testimony of its witness, Daniel Blair, who recommended that Applicant's proposed
increase of $39,467 be adopted. Mr. Blair also presented the Staff's recommendations
relating to modifications and improvements to the TIER analysis mechanism.
Applicant had no objections to the Staff's proposed modifications and improvements.

At the conclusion of the hearing, Applicant and the Staff waived compliance
with the provisions of Section 81 of the Administrative Procedures Act, 1969 PA 306,
as amended, MCLA 24.281. Administrative Law Judge Hollenshead recommended
approval of "the application and adoption of ‘the ‘Staff's proposed modifications and

improvements to the TIER analysis mechanism. "

IL

DESCRIPTION OF APPLICANT

Applicant is a Michigan nonprofit corporation with principal offices located in
Ontonagon, Michigan, and is engaged in the distribution and sale of electric energy to
approximately 3,300 member-customers in the Counties of Ontonagon, Baraga,

Houghton and Keweenaw in Michigan's Upper Peninsula.

Page 5
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m.
DISCUSSION

As set forth above, the issues in this proceeding addressed the following arens:

l. A determination of whether Applicant should be authorized
to increase its revenues and, if so, in what amount.

2. A review of the TIER analysis mechanism as directed by
: the Commission in its Opinion and Order dated
February 10, 1981. ’

Those issues are separately discussed below.

1. TIER Analysis Caleulations

Based upon its review of the presentations of Applicant and the Staff, the
Commission finds that an increase in revenues of approximately $39,467, or
approximately 2.36%, is reasonable and appropriate. Consistent with its February 10,
1981 Opinion and Order in this case, the revenue increase should be collected through
application of a 2.39 mills per Kwh sufcharge in the first billing mdnth following
issuance of this order. Applicant should roll the 2.39 ‘mills per Kwh into its base rates
in subsequent months.

The Commission notes that its decision is consistent with its Order on TIER

Analysis dated October 26, 1982.

2. TIER Analysis Review

As stated above, Applicant's TIER Analysis mechanism was authorized in the
Comimission's Opinjon and Order dated February 10, 1981 in which the Commission
authorized the TIER analysis mechanism, noting as follows:

"The need for continuous rate review costs Applicant and its
member-customers. dearly. The Commission recognizes that
rate case§ are expensive affairs.  Engineering and legal
consultants are often hired and utility personnel invest
countless hours in rate case preparation and trips to Lansing.
For a  cooperative located in the Upper Peninsula, regulatory
expenses are even more burdensome. Especially for a utility

Page 6
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the size of Applicant, with only 3,000 customers, rate dase
expense becomes a significant part of the rate relief awarded.

While this Commission's relief hus been timely, there is always
the unavoidable lag between the time a decision is made to seek
relief and the time such relief is granted. . . ." (Order, p. 4)

In adopting the TIER analysis mechanism, the Commission cited a number of
reasons, including the following:

1.  Because TIER indexing should allow revenue stability, rates
establishéd need not yield as high a TIER level. In the.
subject proceedings, this allowed the rate. increase
authorized to be lower by a factor of 20%~33%.

2. 1n addition to substantial immediate reductions in member-
customer rates, engineering and attorney fees should be
markedly reduced, thus further reducing member-customer
costs.

3. Revenue stability should lead to lower financing costs, thus
further reducing member-customer costs.

4. Once the TIER analysis mechanism has been established,
Commission and Staff resources need not be expended, to
the extent they have been in the past, in rate proceedings.

5. The process is simple, mechanically non-controversial and
easy to understand. '

6. The characteristics of a cooperative, being owned by its
customers, uniquely adapt themselves to this type of
mechanism. To the extent rates increase because of

" imprudent management, member-customers will seek
answers. In addition, -the Staff is expected to monitor
expenditures to assure reliability of the mechanism.
Finally, management will be expected to reduce, wherever
possible, expenditures.

Set forth below is a summary of Applicant's rate and financial condition
experience under the TIER analysis mechanism: g

TIER ANALYSIS EXPERIENCE SUMMARY

Order Adjusted

Date TIER ‘Rate Increase
Main rate Feb 10, 1981 0.32 $79,706 6.60%
1st hearing Oct 16, 1981 2.03 0 0
2nd hearing May 5, 1982 1.24 74,255 4,96
3rd hearing Oct 26, 1982 1.53 55,921 3.47
4th hearing June 14, 1983 1.78 39,467 2.36
Page 7 '
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Now that Applicant has been subject to TIER analysis for a full two~year period,
the Commission must determine whether the mechanism should be continued, modified
or terminated. Both Applicant and the Staff reviewed the mechanism and recom-

mended continuation of the mechanism, subject to modifications.

a. Applicant's TIER Analysis Review Presentation

In its presentation, Application stated that, as a member-owned utility, it
perceives two primary objectives, as follows:

1. Keeping expenditures at reasonable levels—to keep rates as
low as possible.

2. Using the relative revenue stability to facilitate much
needed system improvements.

In its presentation, Applicant stated that TIER analysis requires constant
coordination with the Rural Electrification Administration (REA) and the Cooperative
Finance Corporation (CFC); that working through the Michigan Electrie Cooperative
Association, REA and CFC representatives cdnducted TIER Indexing/Capital Credits
workshops throughout the State of Michigan; and that representatives of every
Michigan rural electric cooperative attended the seminars, which went into detail as
to financial planning, budgeting, capital planning and expeﬁse control.

Applicant represented that, as a result of the workshops, it is working closely
with REA and CFC to facilitate improved equity management and financial planning.

As to much needed system improvements, Applicant offered testimony indicating
that it is upgrading its system in conjunction with the TIER analysis mechanism.
Applicant's witness testifiedA that deteriorating financial conditions had forced the
layoff of two linemen (25% of labor force); that improving revenue stability allowed
the recall of those employees in April 1982;. a}1d that there are no plans to lay off
either of the linemen in the foreseeable‘ future.

In eddition, Applicant's witness testified that it had been without a line
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superintendent for nearly a year and, in view of its deteriorating financial condition,
the Board had directed the manager not to hire a replace;nent. However, within the
last year, a new line sup.erintendent has been hired, with primary responsibility for
improving system maintenance.

Therefore, within a spaﬁ of five months, Applicant was able to replace or rehire
three employees whose performance is crucial to maintenance of the distribution
system. Applicant submitted that the result has been 'a new focus on much neéded
system improvements.

Applicant's presentation also addressed experience with TIER-types of mech-
anisms in other jurisdictions—specifically Virginia, Iowa and Arkanéas. The Virginia
and lowa Commissions have initiated expedited rural electric cooperative rate
proceedings tied to TIER coverage. The Arkansas Commission Staff will be recom-
rﬁending same in its next rural electric cooperative rate p.roceeding.

In Virginia, the mechanism went into effect on March 1, 1983, and allows rural
eleectric coopera'tives to obtain timely, expedited rate increases under the follo'wing

conditions:

1. The revenues produced by the increase provide for an

interest coverage ratio (TIER), on a pro forma basis, of no
more than 2.5 times.

2. The increase does not exceed 10% of the cooperative's
annual revenues (December 17, 1982 Order, p. 2).

In Iowa, rural electric cooperatives may phase expedited revenue increases into.

effeet (without a hearing) as soon as their TIER coverage drops below 2.5 (using
operating margins) or 3.0 (using total margins). While both Applicant and the Staff
addressed the Jowa mechanism, neither recommended that it be appiied in Michigan.

In concluding, Applicant's presentation prbvided a list of regula.tory concerns and
eriticism which have been raised during the last two years relating to TIER analysis

and addressed each of the concerns.
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Applicant then offered its recommendation—continuation of the TIER analysis

mechanism—with modifications to address regulatory concerns which have been raised.

Most notably, Applicant recommended that the ™limited purpose proceéding"
requirement be eliminated by revising future notices of hearing. .
Notices of hearing in past TIER analysis proceedings stated as follows:
The hearing will be limited to the propriety of Applicant's
caleulations under the TIER analysis mechanism established by

the Commission in its Opinion and Order in Case No. U-6652,
dated February 10, 1981. (Emphasis added)

By the above notice, the Commission, its Staff and other parties were precluded from
addressing any cost of service issues.

To address regulatory concerns relating to the-above, Applicant recommended
that the scope of future TIER ratemaking proceedings be defined by the following
language:

"The subject matter of the scheduled hearing will include review
- of TIER ratemaking determinations as stated in the Commis-
sion's Order dated June , 1983, but may not be restricted
to Applicant's request. Parties may address the total cost of
service and all other lawful elements properly to be considered
in determining just and reasonable rates."
By the above, while Applicant may limit its filing to TIER ratemaking, the Commis-
sion, its Staff and other parties may not be prevented from addressing issues which
they feel should be considered in determining just and reasonable rates.
Finally, Applicant indicated that if the Commission determined it appropriate to

continue the present TIER analysis mechanism, without change in the notice of hearing

language, Applicant would hawve no objection.

b. The Staff's TIER Anealysis Review Presentation

The Staff recommended significant modifications and improvements to the

present TIER analysis mechanis:n, as summarized below:
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1. Instead of conducting TIER hearings every six manths, they
should be scheduled on an annual basis. This will reduce
regulatory expense by sbout 50%. If Applicant desires
more frequent increases, a standard rate case filing should
be required.

2. Applicant should be limited to no greater than a 10%
increase. If a larger increase is requested, a standard rate
case filing should be required.

3. The Notice of Hearing should be expanded so that parties
are not limited to a mathematical calculation of the
revenue revision necessary to return TIER to 2.4. Instead,
parties should be advised that they may address "the total
cost of service and all other lawful elements properly to be
considered in determining just and reasonable rates."”

4, To assure that member-customers are aware of TIER
ratemaking and its implications, Applicant should be
directed to inform, in writing, its member-customers of
the revision, and the method of calculation. This could be
done through a newsletter or other appropriate means.

5. In light of financing and structural differences between
rural electric cooperatives and investor-owned utilities, .
TIER ratemaking should apply only to rural electrie coop-
eratives.

6. ' Total margins should normally be used for the TIER rate-
making calculation. However, where differences between
operating and total margins represent patronage capital or
other non-cash transactions, said factor may be taken into
account. Through either a workpaper or exhibit, Applicant
should provide a reconciliation of the differences between
operating margins and total margins. Generally, use of
total margins would lead to lesser rate increases.

7. Unless financially unable, every three to five years a cost’

of service study should be conducted to determine whether

rates reflect cost causative characteristics. The Staff

should work with the rural electric cooperatives to jointly

develop a model cost of service study ecomputer format,

subject to review by the Commission.

By the Staff's recommendation, Applicant would be precluded from receiving any
TIER ratemaking increase until the compilation of REA Form 7 data for the 12-month
period ending December 31, 1983. Thereafter, it would be required to submit either a

petition for hearing (where revenue adjustment is indicated) or a report to the

- Commission (where no adjustment is indicated) by March 1, 1984. The petition or
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report would include the detailed exhibits supporting Applicant's TIER ratemaking
calculations. The process would repeat itself year after year, subject to fine-tuning by
the Commission. |

In addition, thé Staff indicated that it will econtinue to monitor developments in
other states relating to regulation of rural elecfcric cooperatives, and continue
contacts with other jurisdictions and REA to determine what improvements can be
made in the future. -

f‘inally, the Staff addressed the fact that Applicant is the only rural electric
cooperative in Michigan which still has its member-customers calculate their own
bills. The Staff recommended that Applicant be directed to transfer to a more
efficient, more reliable computer-based billing system. The Staff recognized that its
recommendation may cause a temporary cash flow problem but that, in the long run,

Applicant's financial condition will be more likely to improve by the change.

c. TIER Analysis Conclusions

The Commission has carefully considered the advantages and disadvantages of a
TIER~type of mechanism, and believes that the present system, with the improvements
and safeguards recommended by the Staff, provides for prudent regulation in the
interest of both Applicant and its member-customers,

In authorizing the TIER ratemsaking mechanism, as recommended by the Staff,
the Commission believes that two more modifications are in order, as follows:

1. If Applicant's calculations indicate that no revenue revi-
sions are required, and such determination is not in dispute,
there need be no hearing or Commission order issued.

2. The required cost of service study should be included as an
issue in the proceeding in which it is offered. The
Commission views the hearing at which the cost of service
study ‘is offered as a broader hearing at which a more

indepth rate review may be appropriate,

In authorizing the TIER ratemaking mechanism, as recommended by the Staff,
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the Commission recognizes the unique éharaeteristics of. rural electric cooperatives,
and indicates that this decision should not be cited as precedept for any investor-
owned utilities subject to Commission regulation,

In authorizing TIER ratemaking, the Commission is not scheduling & specific date
for review in the future. However, as fine-tuning is required, the Commission will
direct the same. The Staff and Applicant are directed to continue to offer their

recommendations, as they deem appropriate. .

The Commission FINDS that:
a. Jurisdicﬁor_\ is pursuant to 1909 PA 106, as amended, MCLA 460.551] et seq.;A
1919 PA 418, as amended, MCIL.A 460.51 et seqg.; 1939 PA 3, as amended, MCLA' 460.1
et seq:; 1969 PA 306, as amended, MCLA 24.201 et seq.; and the Commission's Rules
of Practice and Procedure, 1979 Administrative Code, R. 460.11 et seé.
b. Applicant's petition, direct testimony and exhibits comply with the. Commis-
sion's TIER analysis directives. '
c. Applicant's adjusted TIER for the period ended ‘January 31, 1983 has been
proberly calculated as 1.78, thus indicating a required revenue inerease- of $39,467,
d. A revenue increase of $39,487 is k required to return Applicant's TIER
coverage to 2.4. - 4
e. The increase in revenues authori.zed herein should commence with Appli-
cant's June 1983 billing month.
f. - The $39,467 increase in revenues authorized herein should be collected by a
| 2.39 mills per Kwh surcharge in the June 1983 billing month.
g- Thereafter, Applicant should be authorized to incorporate said 2.39 mills per
Kwh surcharge intc its base rates, consistent . with the tariff sheets as set forth in
Exhibit A attached 'hereto which incorporate tariff revisions applicable to TIER

analysis.
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h.  The modifications and improvements to the TIER analysis mechanism, as
recommended by the Staff, should be adopted.

i- Applicant should be prohi.bited from eonducting TIER ratemaking heafings
on less than an annual basis. If Applicant desires more frequent increases, a standard
rate case filing should be required.

j- Applicant should be limited to no greater than a 10% increase under.the

TIER ratemaking mechanism. If a larger increase is requested, a standard rate’case

- filing should be required.

k. Future nofices of heering in TIER ratemaking proceedings should be
expanded so that parties are not limited to a mathematical caleulation of the revenue
increase necessary to return TIER to 2.4. Instead, par.tiés should be advised that they
may address "the total cost of service and all other lawful elements properly to be
considered in determining just and reasonable rates."

1. To ensure that member-customers are aware of TIER ratemaking and its

implications, Applicant should be directed to inform, in writing, its member-customers

of the revisions, and the method of caleulation.

m. In light of financing and structural differences between rural electric
cooperatives and investor-owned utilities, TIER ratemaking should be applicable only
to rural electric cooperatives, on a case-by-case basis.

n. In future TIER ratemaking proceedings, Applicant should provide both total

~ margins (REA Form 7, line 23) and operating margins (REA Form 7, line 17), providing

a reconciliation detailing the differences, if any.

o. In the absence of a claim of financial hardship, Applicant should conduct a
cost of service study every three tp five years. The Staff should work with Applicant
and other rural electric cooperatives to jointly develop a model cost of service'study
computer format, subject to review by the Commission.

p- The required cost of service study should be included as an issue in the
Page 14
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proceeding in which it is offered. This should provide for a broader hearing at which a
more indepth rate review may be appropriate.
g. Applicant should transfer from its present customer calculated billing

system to a more efficient, more reliable computer-based billing system.

THEREFORE, IT IS ORDERED that:

A. Ontonagon County Rural Electrification Association is hereb& authorized to
place into effect, commencing with the June 1983 billing month, rates designec; to
produce an increase in annual revenues of approximateiy $39,467. '

B. Ontonagon County Rural Electrification Association is aut!wrized to collect
said increased revenue by a 2.39 mills per Kwh surcharge in the June 1983 billing
month.

C. Thereafter, Applicant is authorized to incorporate said 2.39 mills per Kwh
surcharge into its base rates, consistent with the tariff sheets as set forth in Exhibit A
attached hereto.

D. The record in this ease is left open for the purpose of further implemen-
tétion of the TIER ratemaking mechanism according to the terms and procedures set
forth in this Opinion and Order.

" E Ontonagon_ County Rural Electrification Association shall, within thirty
days, submit for filing six copies of rate schedules substantially the same as those
attached hereto as Exhibit A. .

F. The modifications and improvements to the present TIER analysis mech-
Anism, as recommended by the Staff, are adopted for purposes of future TIER
ratemaking proceedings.

G. Applicant is preclugzd from filing for TIER ratemeking inereases on less
than an annual basis. .If Apglizant desires more frequent increaées, & standard rate

case filing is required.
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H. Applicant is limited to no greater than a 10% increase by the TIER

ratemaking mechanism. If a larger increase is requested, a standard rate case filing is

required.

| I.  Future notices of hearing shall be expanded so that parties are not limited
to a mathematical calculafion. of the revenue increase ﬁecessary to return TIER to 2.4.
Instead, parties must be advised that they may address "the total cost of service and
all other lawful elements properly to be considered in determining just and reasonable
rates.”

J. To assure that member-customers are aware of TIER ratemaking and its

implications, Applicant is directed to inform, in writing, its member;customers of the
revisions, and the method of caleulation.

K. In light of financing and structural differences between rural eleectric

cooperatives and investor-owned utilities, the TIER ratemaking mechanism is appli-

cable only to rural electric cooperatives on a case-by-case basis.
L. In future TIER ratemaking proceedings, Ontonagon County Rural Electrifi-

cation Association is directed to provide both total margins (REA Form 7, line 23) and

"operating margins (REA Form 7, line 17), providing a reconciliation explaining the

differences, if any.

M. In the absence of a claim of financial hardship, Ontonagon County Rural

" Electrification Association is directed to file a cost of service study every three to

. five years. The Staff is directed to work with Applicant and other rural electric

cooperatives to jointly develop a model cost of service study computer format, subject
to review by the Commission.

N. The requireé cust of service study is to be included as an issue in .the
proceeding in whieh it is offered. This should provide for a broader hearing at which a
more indepth rate review mzsy be appropriate.

O. Ontonagon County Rural Electrification Association is directed to transfer
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from its present system of member-customers caleulating their own bills to a

computer-based billing system.

The Commission specifically reserves jurisdiction of the matters herein

contained and the authority to issue such further order or orders as the facts and

-cireumstances may require.
Any party desiring to appeal this order must perfect an appeal to the Ihgham

County Circuit Court within thirty (30) days after issuance and notice of this order,

i
. pursuant to MCLA 462.26.
MICHIGAN PUBLIC SERVICE COMMISSION

/s/ Erie J. Schneidewind
Chairperson

( . 1 am, this date, issuing the attached
" Separate Opinion, Concurring in Part and
Dissenting in Part.

(SEAL)

/s/ Edwyna G. Anderson
Commissioner

/s/ Matthew E. McLogan
Commissioner

By the Commission and pursuant to
its action of June 14, 1983,

/s/ Thomas R. Lonergan
Its Secretary
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION !

Tl ok ok oW o

In the matter of the petition of
ONTONAGON COUNTY RURAL
ELECTRIFICATION ASSOCIATION
for authority to effectuate the
TIER Indexing Mechanism, pursuant
to the Commission's order in Case
No. U-6652 dated February 10, 1981,

Case No, U-6652
(TIER - Spring '83)

N Nt S Nt e N N

SEPARATE OPINION OF COMMISSIONER EDWYNA G. ANDERSON,
CONCURRING IN PART AND DISSENTING IN PART

(Submitted on June 14, 1983 concerning
order issued on same date)
( TIER Indexing 'is a concept introduced for the Ontonagon County Rural
Electrification Association (Ontonagon) on February 10, 1981, over my Dissenting

Opinion.,

TIER is an acronym for "times interest earned ratio." This ratio is computed by
adding company earnings and interest for the period and di\iiding by the interest

expense.

The 1981 system:

1. Provides for limited notice and was designed for the review
only of a mathematical formula.

2. Affords no ability for any party to scrutinize or review
propesed increases in relationship to overall revenue
requirements, cost of service ‘or other relevant factors
relating to the cooperative's fiscal condition.

3. Provides no ability to review the cooperative's expenses or
conirols on expenses,

4. Raises questions as to whether the cooperative's
memberf/customers are aware of TIER Indexing or its rate
impticetions. :
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It is, in my judgment, another automatic adjustmént clause.,

Today's majority order grants Ontonagon a $39,487 rate increase based on the
1981 TIER Indexing Plan. This will add approximately 2.3% to the average 500 Kwh

user’'s bill, Euising it to a monthly base in excess of $55.

1

The record reflects that Ontonagon is financially weak and in need of revenues.
However, I object to the perpetuation of this automatic flowing through of mohies

under the 1981 plan and must dissent from that aspect of the order.

Today's order also provides, however, for major revisions in the original TIER
Indexing Plan, including:
1. Significant expansion of the scope of hearings.
2. Limitation of increases under the indexing plan to no more
than 10%. (The Cooperative must file a rate case if it
seeks additional monies.)
3. Provision of written information to member/customers
regarding TIER ratemaking and its implications, including
proposed revisions and methods of caleulation.
4. Limiting of TIER ratemaking to rural electric cooperatives
only, due to their unique financing and structural
differences, in contrast to investor-owned utilities.
5. Development by the cooperatives of cost of service studies
every 3 to 5 years.
These revisiems should substantially alter the originally designed automatic

nature of TIER Indexing. I therefore concur in their adoption, believing they should

enhance the regulatary process if properly utilized in future cases.

/ y
Edwyrn® G. Anderson
Commissioner

dJune 14, 1983
Lansing, Michigan
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. STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

% % %k ok %

In the matter, on the Commission’s own motion,
to consider revisions to the times interest earned
ratio ratemaking mechanism for Michigan’s
rural electric cooperatives.

Case No. U-11016

e N N Nart o

At the December 12, 1996 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. John G. Strand, Chairman
Hon. John C. Shea, Commissioner
Hon. David A. Svanda, Commissioner

ORDER REIECTING SETTLEMENT AGREEMENT

On November 28, 1995, the Commission issued an order commencing a proceeding to consider
changes to the times interes£ earned ratio (TIER) ratemaking mechanism for the nine rural electric
cooperatives that use that mechanism.! Administrative Law Judge Theodora M. Mace conducted a
prehearing conference on February 6, 1996. On March 25, 1996, the cooperatives filed the
testimony and exhibits of three witnesses. On May 13, 1996, the Commission Staff filed the .

testimony and exhibits of two witnesses. On May 29, 1996, the testimony and exhibits were bound

.'The nine cooperatives are Alger Delta Cooperative Electric Association, Cherryland
Electric Cooperative, O&A Electric Cooperative, Oceana Electric Cooperative, The Ontonagon
County Rural Electrification Association, Southeastern Michigan Rural Electric Cooperative, Inc.,

. Thumb Electric Cooperative, Tri-County Electric Cooperative, and Western Michigan Electric

Cooperative.
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into the record without cross-examination and the parties submitted a proposed settlement
agreement resolving all issues in this docket.

According to the terms of the settlement, the parties propose that the TIER ratemaking
mechanism, with its annual filings, be discontinued and that, instead, each cooperative make a rate
case filing if and when it determines that its rates should be adjusted. For those rate case ﬁlingé,
they propose that TIER measurements of revenue adequacy and a target TIER of 2.0 be used rather
than rate of return regulation. They also propose that the cooperatives be permitted to propose the
su;spension of their power supply cost recovery (PSCR) mechanisms and the adoption of price cap
regulation. Further, they offer procedures to continue the speedy approval of tariff filings.

After considering this matter, the Commission concludes that it should reject the proposed
settlement agreement because it is not persuaded that the annual filings required by the TIER
mteﬁahng mecha‘nism should be discontinued. The Commission will address the remaining aspects
of the proposed settlement agreement, e.g., the suspension of the PSCR mechanism and the

appropriate target TIER, as they arise. Consequently, this docket can be closed.

The Commission FINDS that:

a. Jurisdiction is pursuant to 1909 PA 106, as amended, MCL 460.551 et seq.;
MSA 22.151 et seq.; 1919 PA 419, as amended, MCL 460.51 et seq.; MSA 22.1 et seq.; 1939
PA 3, as amended, MCL 460.1 et seq.; MSA 22.13(1) et seq.; 1969 PA 306, as amended,
MCL 24.201 et seq.; MSA 3.560(101) et seq.; and the Commission's Rules of Practice and
Procedure, 1992 AACS, R 460.17101 et seq.

b. The proposed settlement agreement should be rejected, and this docket should be closed.

Page 2
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. THEREFORE, IT IS ORDERED that:
A. The propdsed settlement agreement is rejected and this docket is closed.
‘B. The electric cooperatives using the TIER ratemaking mechanism shall make their next

TIER filings, based on calendar year 1996 data, no later than April 30, 1997.
The Commission reserves jurisdiction and may issue further orders as necessary.

' Any party desiring to appeal this order must do so in the appropriate court within 30 days after,

issuance and notice of this order, pursuant to MCL 462.26; MSA 22.45.

MICHIGAN PUBLIC SERVICE COMMISSION

Chairman

| (SEAL)

| /s/ John C. Shea
o Commissioner

| /s/ David A. Svanda
| ' Commissioner

By its action of December 12, 1996

[s/ Dorothy Wideman

Its Executive Secretary
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* ok 3k %k k

In the matter of the application of
ALGER DELTA COOPERATIVE ELECTRIC
ASSOCIATION for authority to revise base
rates and implement a rate reduction.

In the matter of the application of

THUMB ELECTRIC COOPERATIVE for
authority to effectuate the TIER ratemaking
mechanism for the 12-month period ended
December 31, 1994.

~ In the matter of the application of

CHERRYLAND ELECTRIC COOPERATIVE
for authority to revise its base rates and to
implement a rate reduction.

In the matter of the application of

O & A ELECTRIC COOPERATIVE for
authority to implement TIER ratemaking
revisions reflecting the 12-month period
ended December 31, 1994.

In the matter of the application of
OCEANA ELECTRIC COOPERATIVE
for authority to revise base rates and
implement a rate revision.

In the matter of the application of

THE ONTONAGON COUNTY RURAL
ELECTRIFICATION ASSOCIATION for
authority to revise base rates and implement
a rate reduction.

vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv

Case No. U-10670

Case No. U-10819

Case No. U-10821

Case No. U-10822

Case No. U-10823

Case No. U-10824
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06/20/2012 2011 Key Ratio Trend Analysis (KRTA)

Pioneer Electric Cooperative, Inc. (KS044)

Page 1

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

T BASE'GROUP[RATIOS =8 = 7" ) 3
RATIO 1 ==— AVERAGE TOTAL CONSUMERS SERVED
2007 15,821 12,866 819 357 6,774 27 5 17,570 96 83 17,193 6 4 15,821 167 84
2008 16,141 13,166 818 357 6,820 27 5 17,629 95 77 17,398 6 4 22,296 83 52
2009 16,453 13,220 816 348 6,840 27 5 17,724 95 66 17,675 6 4 16,326 93 46
2010 16,606 13,250 815 348 6,869 27 5 17,580 92 62 17,825 6 4 10,913 33 11
2011 16,752 13,362 814 345 6,912 27 5 17,475 92 57 17,958 6 4 13,016 16 6
RATIO 2 --=TOTAL KWH SOLD (1,000)
2007 709,990 267,135 819 141 110,048 27 3 318,922 96 4 474,542 6 2 331,803 167 29
2008 764,165 276,164 818 133 117,251 27 3 323,188 95 4 543,694 6 2 456,395 83 29
2009 796,604 273,002 816 122 115,102 27 3 314,542 95 4 537,798 6 2 333,602 93 22
2010 834,512 284,611 815 125 123,159 27 3 331,857 92 4 566,341 6 2 289,042 33 5
2011 910,077 287,591 814 115 122,700 27 3 319,702 92 4 581,630 6 2 377,353 16 4
RATIO 3 =——TOTAL UTILITY PLANT (1,000)
2007 90,747.70 56,418.34 820 239 33,718.83 27 5 67,944.33 96 15 90,834.72 6 4 67,370.64 167 52
2008 105,632.17 59,850.53 819 219 34,049.82 27 4 72,828.37 95 6 103,703.59 6 3 92,801.64 84 41
2009 113,325.28 63,199.26 817 215 35,027.09 27 5 73,920.29 95 8 113,516.08 6 4 79,197.68 93 34
2010 124,533.26 66,306.87 816 201 36,709.65 27 4 81,073.74 92 6 122,682.94 6 3 58,316.90 33 8
2011 126,365.19 69,163.35 815 209 38,533.36 27 5 81,211.61 92 7 127,468.58 6 4 71,274.54 16 6
RATIO 4 —--TOTAL NUMBER OF EMPLOYEES (FULL TIME ONLY)
2007 58 46 819 324 31 27 5 57 96 44 64 6 4 54 167 76
2008 63 47 818 293 32 27 5 56 95 33 7 6 4 75 83 45
2009 61 48 816 306 33 27 5 57 95 36 7 6 4 57 93 41
2010 64 47 815 283 34 27 5 57 92 27 71 6 4 46 33 9
2011 63 47 814 286 32 27 5 56 92 27 73 6 4 41 16 6
RATIO 5 ——~TOTAL MILES OF LINE
2007 3,760 2,550 819 224 2,141 27 6 2,742 96 16 3,645 6 3 2,901 167 48
2008 3,836 2,579 818 221 2,141 27 6 2,708 95 14 3,874 6 4 2,975 83 35
2009 3,892 2,594 816 216 2,136 27 6 2,719 95 13 3,904 6 4 2,664 93 28
2010 3,932 2595 815 208 2,130 27 5 2,727 92 13 3,922 6 3 2,409 33 7
2011 3,978 2602 814 211 2,130 27 5 2,740 92 14 3,944 6 3 2,664 16 4
T , TFINANCIAC(RATIOS 6-32) : £
RATIO 6 ——~TIER
2007 3.65 224 820 152 236 27 5 2,15 96 17 1.92 6 1 221 167 28
2008 1.53 227 819 692 1.93 27 22 2.06 95 82 1.39 6 3 2.14 84 70
2009 2,60 230 817 308 247 27 13 217 95 33 1.90 6 2 221 93 37
2010 3.35 245 816 207 2.40 27 7 238 92 28 2,07 6 1 259 33 10
2011 7.04 240 815 64 3.02 27 3 240 92 11 3.29 6 1 2.54 16 3
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06/20/2012 2011 Key Ratio Trend Analysis (KRTA) Page 2
Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 7 ——-TIER (2 OF 3 YEAR HIGH AVERAGE)
2007 3.75 240 820 166 2.81 27 6 248 96 19 2.84 6 2 243 167 29
2008 2.93 246 819 281 2.46 27 10 243 95 29 2.27 6 2 244 84 29
2009 3.13 248 817 246 2.61 27 7 2.38 95 27 226 6 1 2.56 93 32
2010 2.98 256 816 287 27 27 12 2.46 92 35 2.01 6 2 2.70 33 13
2011 5.19 257 815 106 2.74 27 4 2.56 92 13 248 6 1 317 16 4
RATIO 8 ——- OTIER
2007 290 173 820 134 1.87 27 6 1.64 96 15 0.74 6 1 1.72 167 26
2008 1.72 1.70 819 402 1.63 27 13 1.64 95 42 0.86 6 1 1.65 84 38
2009 2.35 1.71 817 208 1.76 27 7 1.69 95 26 1.20 6 2 1.71 93 27
2010 2.01 1.91 816 363 1.91 27 12 1.97 92 44 1.68 6 2 1.93 33 16
2011 223 180 815 257 1.81 27 9 1.79 92 30 1.67 6 2 2.04 16 5
RATIO 9 —-—- OTIER (2 OF 3 YEAR HIGH AVERAGE)
2007 3.18 195 820 136 2.21 27 7 195 96 17 2.01 6 2 193 167 26
2008 2.31 193 819 256 2.09 27 11 1.90 95 32 1.41 6 2 1.95 84 28
2009 2.63 189 817 181 1.99 27 7 1.86 95 21 1.156 6 1 1.88 93 22
2010 218 195 816 301 1.97 27 8 1.89 92 34 1.54 6 2 2.02 33 15
2011 2.29 1.99 815 297 1.98 27 9 2.05 92 38 1.67 6 2 2.26 16 7
RATIO 10 -—- MODIFIED DSC (MDSC)
2007 251 1.86 820 193 1.90 27 7 1.86 96 28 2.20 6 3 1.86 167 35
2008 1.71 1.82 819 501 1.71 27 15 1.89 95 57 1.60 6 3 1.87 84 58
2009 2.31 185 817 210 1.70 27 5 1.89 95 30 1.86 6 2 1.86 93 25
2010 252 195 816 202 1.86 27 4 2.10 92 33 229 6 2 2.1 33 9
2011 244 1.81 815 190 1.78 27 4 1.81 92 26 209 6 3 2.10 16 5
RATIO 11 =—— MDSC (2 OF 3 YEAR HIGH AVERAGE)
2007 2.63 200 820 204 2.19 27 7 21 96 27 241 6 3 203 167 11
2008 2.22 1.8 819 309 2.08 27 10 1.98 95 37 1.95 6 3 2.07 84 33
2009 241 195 817 233 2.03 27 7 1.95 95 32 209 6 3 1.99 93 29
2010 242 200 816 242 1.95 27 6 2.07 92 33 2.21 6 3 2.21 33 13
2011 248 200 815 218 1.90 27 5 2,07 92 30 227 6 2 212 16 6
RATIO 12 -— DEBT SERVICE COVERAGE (DSC)
2007 2,55 208 820 242 2.12 27 7 2.05 96 31 2.28 6 3 205 167 46
2008 1.52 207 819 715 2.08 27 23 1.96 95 81 1.92 6 5 2.09 84 76
2009 2.18 2.06 817 359 2.09 27 10 2.06 95 44 1.97 6 3 2.05 93 43
2010 3.13 221 816 151 2.26 27 3 2.30 92 27 2.56 6 1 2.21 33 9
2011 5.14 2.1 815 57 2.15 27 2 213 92 11 2.50 6 1 2.32 16 3
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06/20/2012 2011 Key Ratio Trend Analysis (KRTA) Page 3
Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

RATIO 13 ——- DSC (2 OF 3 YEAR HIGH AVERAGE)

2007 2.62 222 820 257 2.36 27 8 233 96 33 272 6 4 224 167 48
2008 2.18 223 819 439 2.23 27 16 217 95 46 2.32 6 4 234 84 49
2009 2.36 223 817 34 227 27 1" 2.20 95 38 24 6 4 2.31 23 44
2010 2.65 226 816 259 2.27 27 7 2.31 92 35 2.39 6 3 247 33 1"
2011 4.14 226 815 93 235 27 3 2.29 92 16 2.57 6 1 2.39 16 4
RATIO 14 -—- ODSC

2007 217 1.75 820 233 1.74 27 8 1.74 96 30 1.56 6 1 175 167 45
2008 1.62 1.74 819 500 1.67 27 15 1.74 95 56 1.62 6 3 1.80 84 56
2009 2.04 1.77 817 270 1.64 27 6 1.84 95 35 1.82 6 2 1.81 93 32
2010 2.21 186 816 252 1.78 27 6 2.00 92 37 2.21 6 3 1.96 33 1"
2011 2.14 1.76 815 242 1.75 27 5 1.72 92 31 1.77 6 2 2.06 16 6
RATIO 15 ——— ODSC (2 OF 3 YEAR HIGH AVERAGE)

2007 2.33 1.91 820 238 2.04 27 6 1.96 96 32 2.07 6 2 192 167 50
2008 1.89 187 818 400 1.90 27 15 1.90 95 49 1.64 6 3 1.98 84 47
2008 2.10 1.86 817 286 1.99 27 11 1.89 95 38 1.81 6 3 1.90 93 34
2010 2.13 190 816 296 1.90 27 8 1.97 92 38 2.04 6 3 207 33 16
2011 2.18 193 815 279 1.85 27 5 1.94 92 38 2.09 6 2 2.06 16 6
RATIO 16 ——- EQUITY AS A % OF ASSETS

2007 48.60 4114 820 255 41.27 27 8 42.46 96 36 21.59 6 1 42.28 167 53
2008 47.09 4062 819 282 40.14 27 9 41.85 95 35 21.81 6 1 38.74 84 24
2009 45.29 4126 817 314 39.53 27 10 42.15 95 39 21.87 6 1 39.37 93 N
2010 42.51 41.78 816 390 40.98 27 1 43.69 92 50 21.14 6 1 35.95 33 12
2011 47.38 4232 815 296 43.00 27 10 43.38 92 35 23.80 6 1 36.50 16 7
RATIO 17 —— DISTRIBUTION EQUITY (EXCLUDES EQUITY IN ASSOC. ORG’S PATRONAGE CAPITAL)

2007 48.49 3578 820 188 38.03 27 6 35.73 96 25 21.356 6 1 36.52 167 41
2008 46.94 34.91 819 196 36.49 27 8 35.56 95 24 21.51 6 1 33.10 84 20
2009 45.13 35.11 817 209 35.69 27 8 34.80 95 24 21.56 6 1 31.68 23 24
2010 42.34 3587 816 263 35.95 27 9 35.39 92 3 20.80 6 1 31.99 33 9
2011 43.02 3593 815 263 36.14 27 9 35.86 92 29 23.47 6 1 30.79 16 6
RATIO 18 ~-= EQUITY AS A % OF TOTAL CAPITALIZATION

2007 58.36 4726 820 217 47.27 27 7 48.92 96 31 38.49 6 1 48.59 167 45
2008 53.06 47.22 819 300 44.22 27 9 47.58 95 37 30.64 6 1 44.01 84 26
2009 54.68 4763 817 263 45.23 27 7 48.18 95 34 30.96 6 1 45.08 23 29
2010 49.64 48.60 816 389 47.35 27 1" 49.67 92 47 28.28 6 1 45.66 33 14
2011 53.80 4912 815 309 47.46 27 9 48.76 92 40 29.81 6 1 42.72 16 7
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 19 —- LONG TERM DEBT AS A % OF TOTAL ASSETS
2007 34.68 46.13 813 625 45.52 27 20 4543 95 68 46.84 6 5 45.08 166 125
2008 41.66 45.44 811 491 46.78 27 19 45.18 94 57 59.69 6 5 46.90 83 54
2009 37.53 45.69 808 575 45.99 27 20 45.50 92 65 61.71 6 5 46.81 92 64
2010 4313 44,72 807 446 46.88 27 18 44.42 89 50 57.65 6 6 45.69 33 23
201 40.70 44.30 805 493 47.27 27 21 4535 90 54 55.97 6 6 45.62 16 9
RATIO 20 ——- LONG TERM DEBT PER KWH SOLD (MILLS)
2007 50.75 93.80 813 650 112.83 27 24 93.70 95 72 89.57 6 6 88.94 166 129
2008 57.90 96.00 811 620 120.34 27 24 92.75 94 70 85.68 6 6 90.62 83 67
2009 54.79 103.19 808 648 136.31 27 25 100.33 92 72 91.88 6 6 102.20 92 76
2010 69.17 103.16 807 570 124.23 27 25 100.77 89 61 105.52 6 6 103.23 33 27
2011 66.80 104.60 805 596 133.36 27 26 107.61 90 65 112.18 6 6 107.65 16 10
RATIO 21 ——— LONG TERM DEBT PER CONSUMER ($)
2007 2,277.28 1,862.81 813 264 1,838.03 27 9 1,627.90 95 16 2,366.92 6 4 1,843.93 166 50
2008 2,741.15 1,932.21 811 171 2,063.99 27 8 1,704.63 94 10 2,631.76 6 3 1,998.97 83 19
2009 2,662.70 2,043.37 808 218 2,180.30 27 8 1,862.56 92 12 2,582.57 6 3 2,262.12 92 32
2010 3,476.12 2,063.99 807 95 2,235.49 27 5 1,946.24 89 7 2,986.50 6 3 2,640.97 33 8
2011 3,628.97 2,089.05 805 95 2,375.83 27 5 2,016.36 90 8 3,403.38 6 3 3,016.77 16 4
RATIO 22 ——— NON-GOVERNMENT DEBT AS A % OF TOTAL LONG TERM DEBT
2007 21.97 27.77 786 459 21.97 23 12 32.08 94 58 41.47 6 4 28.96 161 95
2008 15.34 26.90 786 543 16.93 23 13 28.19 94 67 38.57 6 4 25.09 82 55
2009 15.40 25.26 792 504 14.21 23 1 22.66 91 57 4.55 6 2 23.56 91 59
2010 16.24 32.80 794 631 31.19 23 16 28.03 89 63 1.45 5 2 3743 32 25
2011 100.00 32.20 795 95 29.52 23 3 29.85 89 9 6.79 5 1 28.07 16 1
RATIO 23 ——- BLENDED INTEREST RATE (%)
2007 5.17 513 813 418 4.86 27 11 5.28 94 63 5.40 6 5 5.18 166 86
2008 4.60 512 811 664 4.86 27 16 5.15 93 80 415 6 3 5.01 83 66
2009 4.73 5.07 809 597 475 27 16 5.12 92 74 4,09 6 2 5.01 92 69
2010 5.08 496 807 337 4.87 27 9 5.01 89 40 4.33 6 2 5.02 33 15
2011 4.69 4.81 805 469 4.55 27 12 4.95 88 55 4,34 6 1 477 16 9
RATIO 24 ~-- ANNUAL CAPITAL CREDITS RETIRED PER TOTAL EQUITY (%)
2007 2.36 202 649 271 0.98 27 8 1.75 75 30 1.17 6 2 1.90 136 58
2008 2.37 205 634 265 1.13 27 5 1.89 74 28 0.48 6 1 1.42 57 15
2009 2.15 195 631 282 0.68 26 5 1.78 77 28 0.35 6 1 1.78 66 24
2010 3.75 199 653 107 0.78 27 3 1.91 76 8 0.35 6 1 1.71 29 2
2011 3.06 218 675 199 1.24 26 4 1.92 79 21 0.32 6 1 217 12 3
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06/20/2012 2011 Key Ratio Trend Analysis (KRTA) Page 5
Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 25 ——~ LONG-TERM INTEREST AS A % OF REVENUE
2007 3.80 527 813 588 5.31 27 20 5.09 94 65 4.31 6 4 506 166 115
2008 3.28 506 81 629 472 27 22 487 a3 72 3.64 6 4 4.99 83 63
2009 3.51 514 809 596 5.34 27 23 4,99 92 66 4.84 6 5 5.12 92 64
2010 3.98 487 807 524 5.36 27 23 4.82 89 56 4.90 6 5 5.43 33 24
2011 3.84 466 805 516 5.06 27 21 4.74 88 58 4,98 6 5 4,99 16 10
RATIO 26 ——— CUMULATIVE PATRONAGE CAPITAL RETIRED AS A % OF TOTAL PATRONAGE CAPITAL
2007 33.63 2489 695 189 23.38 25 6 21.64 79 14 24,50 6 2 26.00 143 41
2008 34.86 24.61 695 160 23.09 26 6 2220 80 13 26.28 6 2 20.57 70 11
2009 34.63 2459 696 159 22.44 25 6 22.43 81 13 25.11 6 2 23.29 76 9
2010 34.55 24.61 696 164 21.89 24 6 21.56 79 13 25.72 6 2 24.16 30 8
2011 31.27 2467 697 219 21.24 24 6 22.65 80 21 21.70 6 2 22.99 13 5
RATIO 27 ——— RATE OF RETURN ON EQUITY (%)
2007 10.24 703 820 159 8.28 27 6 6.26 96 14 9.72 6 3 6.85 167 20
2008 2,05 682 819 752 6.49 27 23 6.70 95 85 1.75 6 3 6.63 84 78
2009 6.63 710 817 451 8.21 27 19 6.72 95 50 7.7 6 5 6.89 93 53
2010 11.09 762 816 146 7.85 27 5 7.68 92 15 10.35 6 3 9.96 33 8
2011 24.56 6.93 815 5 8.98 27 3 6.97 92 1 22.20 6 3 10.98 16 2
RATIO 28 —-- RATE OF RETURN ON TOTAL CAPITALIZATION (%)
2007 8.22 6.04 820 118 5.86 27 3 5.66 96 10 6.00 6 1 598 167 13
2008 3.13 599 819 769 5.78 27 24 5.98 95 87 2.99 6 3 5.69 84 79
2009 5.88 6.01 817 429 6.25 27 19 579 95 43 5.35 6 3 5.88 93 47
2010 7.85 622 816 158 6.35 27 3 6.35 92 16 6.63 6 1 6.94 33 8
2011 15.40 5.91 815 4 7.00 27 1 5.92 92 1 7.84 6 1 7.18 16 2
RATIO 29 --- CURRENT RATIO
2007 1.36 1.21 820 345 0.88 27 9 1.20 96 37 1.15 6 2 123 167 75
2008 1.17 116 819 408 1.05 27 11 1.16 95 47 0.97 6 1 0.97 84 35
2009 0.65 120 817 697 0.84 27 19 1.19 95 81 0.70 6 4 1.10 93 78
2010 0.68 123 816 704 0.90 27 18 1.14 92 81 0.69 6 4 1.07 33 25
2011 0.53 123 815 772 1.08 27 23 1.39 92 91 0.72 6 4 1.05 16 15
RATIO 30 ——- GENERAL FUNDS PER TUP (%)
2007 15.38 3.91 820 62 3.96 27 3 424 96 7 4.80 6 2 468 167 13
2008 13.97 3.91 819 86 3.19 27 3 4.12 95 8 3.22 6 2 3.24 84 10
2009 15.94 3.72 817 56 253 27 3 3.98 95 7 4.54 6 2 4.01 93 5
2010 16.59 416 816 53 2.73 27 3 4.28 92 7 3.82 6 2 2.20 33 3
2011 18.10 4.21 815 42 299 27 2 3.59 92 5 4.75 6 1 420 16 1

§TJ0 9 9s8d

6" Nqiyxyg




06/20/2012 2011 Key Ratio Trend Analysis (KRTA) Page 6
Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 31 —— PLANT REVENUE RAT!O (PRR) ONE YEAR
2007 5.99 637 820 533 7.08 27 24 6.27 96 63 8.43 6 6 630 167 109
2008 7.79 644 819 106 7.10 27 9 6.30 95 9 8.18 6 6 6.46 84 14
2009 7.13 646 817 224 7.08 27 13 6.32 95 15 7.86 6 5 6.46 93 27
2010 7.25 631 816 187 6.70 27 1 6.02 92 13 7.26 6 4 6.67 33 12
2011 6.76 646 815 316 6.76 27 13 6.30 92 27 7.26 6 5 6.89 16 9
RATIO 32 ——- INVESTMENT IN SUBSIDIARIES TO TOTAL ASSETS (%)
2007 0.64 052 251 119 1.27 1 8 0.38 23 10 1.47 4 4 0.73 56 30
2008 0.59 067 246 128 1.96 9 9 0.40 23 11 0.83 3 3 0.41 32 15
2009 0.15 057 239 161 2.08 9 8 0.26 24 15 0.61 3 3 0.37 38 27
2010 0.78 061 246 116 2.30 10 8 0.44 24 10 1.60 4 3 0.31 12 4
2011 0.64 058 243 116 1.45 7 5 0.24 21 8 0.64 3 2 0.15 5 1
T _REVENUEE'MARGINSY(RATIOS 33-59)
RATIO 33 ——- TOTAL OPERATING REVENUE PER KWH SOLD (MILLS)
2007 72.25 91.18 819 691 102.88 27 27 93.29 96 85 84.19 6 6 86.20 167 142
2008 76.88 9715 818 688 111.75 27 27 99.21 95 86 90.37 6 6 94.81 83 70
2009 77.89 100.87 816 702 110.45 27 27 103.39 95 87 87.11 6 6 100.90 93 81
2010 81.10 102,30 815 706 116.66 27 27 103.08 92 84 95.61 6 6 98.89 33 27
2011 82.36 106.02 814 712 129.94 27 27 106.13 92 82 99.18 6 6 93.50 16 12
RATIO 34 ———TOTAL OPERATING REVENUE PER TUP INVESTMENT (CENTS)
2007 56.53 4113 820 136 34.34 27 2 43.69 96 16 43.82 6 1 41.50 167 31
2008 55.62 4213 819 183 36.22 27 3 44,64 95 25 47.79 6 2 44,00 84 23
2009 54.75 42,05 817 168 34.36 27 1 44.59 95 21 44,63 6 1 43.75 93 24
2010 54.34 4252 816 189 37.04 27 2 44.74 92 26 49.00 6 1 37.04 33 7
2011 59.31 42.31 815 120 39.21 27 1 44.29 92 15 45.29 6 1 4118 16 3
RATIO 35 ——- TOTAL OPERATING REVENUE PER CONSUMER ($)
2007 3,242.36 1,797.89 819 52 1,754.80 27 2 1,656.69 96 2 2,423.38 6 2 1,82045 167 10
2008 3,639.64 1,921.74 818 51 1,849.83 27 1 1,842.99 95 1 2,743.55 6 1 1,990.25 83 1
2009 3,771.08 1,981.84 816 46 1,848.04 27 1 1,926.52 95 2 2,584.21 6 1 2,020.39 93 4
2010 4,075.48 211403 815 41 2,066.79 27 1 1,997.03 92 2 2,853.52 6 1 2,278.00 33 2
2011 4,474.28 2,139.09 814 39 2,290.50 27 1 2,037.55 92 2 3,059.84 6 1 2,542.52 16 4
RATIO 36 ———- ELECTRIC REVENUE PER KWH SOLD (MILLS)
2007 71.98 89.17 819 681 100.23 27 26 90.18 96 84 83.90 6 6 8477 167 140
2008 76.62 95.42 818 675 108.69 27 27 96.22 95 85 90.06 6 6 92.39 83 68
2009 77.66 98.81 816 695 109.68 27 27 99.83 95 87 85.09 6 6 98.23 93 78
2010 80.87 100.25 815 700 114.48 27 27 99.58 92 84 92.21 6 6 95.67 33 27
2011 82.16 10414 814 706 128.29 27 27 104.54 92 81 94.76 6 6 91.70 16 12
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 37 ——~ ELECTRIC REVENUE PER CONSUMER ($)
2007 3,230.10 1,761.38 819 50 1,731.19 27 2 1,636.21 96 2 2,414.99 6 2 1,780.90 167 10
2008 3,627.52 1,883.20 818 46 1,835.01 27 1 1,811.01 95 1 2,706.41 6 1 1,930.03 83 1
2009 3,760.18 1,940.25 816 41 1,749.75 27 1 1,877.49 95 2 2,553.27 6 1 2,003.63 93 4
2010 4,064.25 2,068.08 815 37 1,957.77 27 1 1,957.23 92 2 2,750.35 6 1 2,187.50 33 2
2011 4,463.40 2,105.70 814 36 2,170.03 27 1 2,012.22 92 2 2,921.50 6 1 2,446.84 16 4
RATIO 38 ~—~ RESIDENTIAL REVENUE PER KWH SOLD (MILLS)
2007 94.13 96.40 819 450 108.07 27 24 97.39 96 55 103.83 6 6 93.50 167 83
2008 93.97 102.30 818 554 115.02 27 26 103.83 95 66 109.71 6 6 99.15 83 50
2009 94.92 107.21 816 595 115.93 27 25 109.28 95 75 100.44 6 6 107.26 93 68
2010 97.69 109.01 815 582 124.13 27 27 108.22 92 68 108.71 6 6 103.37 33 23
2011 99.29 11213 814 621 136.71 27 27 112.22 92 69 110.56 6 6 108.34 16 13
RATIO 39 —-~ NON-RESIDENTIAL REVENUE PER KWH SOLD (MILLS)
2007 69.92 79.10 818 562 9143 27 26 82.59 96 73 79.09 6 6 76.37 167 107
2008 75.14 8543 817 564 99.32 27 26 87.41 95 66 85.30 6 6 80.34 83 58
2009 76.23 8828 B15 596 94.24 27 24 86.11 95 70 80.76 6 5 89.98 93 72
2010 79.45 89.78 814 580 99.92 27 26 88.53 92 66 87.84 6 6 85.70 33 20
2011 80.78 9263 813 596 114.85 27 27 93.53 92 65 90.14 6 6 81.94 16 9
RATIO 41 ——- IRRIGATION REVENUE PER KWH SOLD (MILLS)
2007 94.28 100.32 399 233 125.82 18 14 99.09 41 28 93.03 6 3 102.58 75 48
2008 94.40 111.11 397 274 131.62 18 15 112.67 42 33 93.82 6 3 111.25 34 26
2009 99.53 117.82 398 284 130.48 18 16 118.39 42 34 101.89 6 4 110.47 41 29
2010 103.98 12498 394 290 126.41 18 17 123.11 42 31 106.86 6 5 93.00 19 7
2011 99.18 12098 399 299 130.59 18 17 116.08 47 36 110.26 6 5 104.97 12 8
RATIO 42 ~~~ SMALL COMMERCIAL REVENUE PER KWH SOLD (MILLS)
2007 90.08 88.67 817 376 100.62 27 22 90.72 96 52 93.92 6 5 87.04 167 69
2008 88.56 9509 B16 502 106.89 27 24 97.30 95 69 98.29 6 5 92.85 83 51
2009 88.96 9912 813 575 107.26 27 24 100.56 95 75 94.69 6 5 100.56 93 70
2010 91.80 10047 813 556 112.66 27 25 101.61 92 70 102.61 6 5 103.39 33 23
2011 92.30 103.13 813 599 122.70 27 26 104.87 92 70 104.50 6 5 94.80 16 10
RATIO 43 ——— LARGE COMMERCIAL REVENUE PER KWH SOLD (MILLS)
2007 54.60 63.98 680 500 75.86 18 17 65.59 88 72 72.10 5 5 60.82 147 103
2008 62.44 69.03 684 445 77.22 19 16 69.70 88 63 77.22 5 5 63.19 70 37
2009 62.40 72.21 685 478 76.84 18 14 69.44 88 63 64.03 5 4 68.88 71 49
2010 65.04 7294 683 472 79.75 19 15 70.91 85 56 79.09 5 5 68.36 27 17
2011 66.57 7563 686 478 84.92 19 18 71.38 85 55 82.22 5 5 77.99 15 1
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 44 ——- SALES FOR RESALE REVENUE PER KWH SOLD (MILLS)
2007 56.87 54.82 113 48 51.06 9 3 56.46 9 4 57.79 4 3 56.02 21 9
2008 60.85 58.36 117 57 54.35 9 3 57.94 9 4 62.33 4 3 51.85 9 4
2009 54.55 61.86 121 90 52.96 8 4 61.48 9 7 57.47 4 3 55.80 12 8
2010 55.65 64.14 119 88 58.16 8 5 62.96 9 9 61.49 4 3 55.65 9 5
2011 56.29 67.23 121 100 58.50 8 5 65.70 9 9 63.04 4 3 75.63 5 5
RATIO 45 ——— STREET & HIGHWAY LIGHTING REVENUE PER KWH SOLD (MILLS)
2007 171.00 12436 587 146 132.68 21 3 113.41 61 10 157.69 6 1 11278 111 26
2008 171.15 132.71 586 163 144.25 21 4 126.98 61 16 169.43 6 2 147.86 63 25
2009 177.95 139.11 588 156 149.57 22 3 128.56 61 12 158.85 6 1 163.48 61 22
2010 183.01 14273 587 159 148.42 22 4 133.93 62 14 157.68 6 1 146.83 22 4
2011 183.18 14487 591 173 157.31 22 5 135.51 62 14 160.99 6 2 161.83 12 4
RATIO 47 ——- OPERATING MARGINS PER KWH SOLD (MILLS)
2007 5.14 299 819 196 5.02 27 12 2.40 96 15 -1.12 6 1 263 167 25
2008 1.69 278 818 549 222 27 18 2.56 95 63 -0.78 6 2 240 83 56
2009 3.63 327 816 3N 5.09 27 17 3.63 95 49 0.90 6 2 298 93 42
2010 3.17 392 815 487 5.16 27 19 4.15 92 60 2.84 6 3 3.92 33 23
2011 3.79 347 814 376 437 27 16 3.38 92 41 3.08 6 3 6.05 16 10
RATIO 48 ——— OPERATING MARGINS PER CONSUMER ($)
2007 230.71 61.81 819 39 67.76 27 1 56.65 96 2 -28.93 6 1 60.63 167 6
2008 80.05 57.61 818 291 48.40 27 8 53.89 95 27 -14.52 6 1 54.23 83 29
2009 175.72 6469 816 91 77.36 27 6 63.18 95 1 16.18 6 2 73.11 93 12
2010 159.15 8123 815 136 91.26 27 4 79.34 92 11 85.58 6 1 96.10 33 9
2011 206.13 70.64 814 73 83.93 27 3 63.64 92 6 85.10 6 1 123.05 16 6
RATIO 49 ——- NON~OPERATING MARGINS PER KWH SOLD (MILLS)
2007 1.98 0.75 819 122 1.04 27 7 0.68 96 10 297 6 5 0.76 167 27
2008 -0.63 059 817 780 0.74 27 26 0.50 95 93 0.39 6 5 0.46 83 79
2009 0.63 049 816 363 0.72 27 16 0.44 95 40 0.77 6 4 0.37 93 33
2010 4.18 0.50 815 24 0.64 27 2 0.44 92 3 1.21 6 1 0.51 33 3
2011 3.06 0.52 814 42 0.79 27 3 0.50 92 4 2.74 6 3 0.66 16 1
RATIO 50 ——— NON-OPERATING MARGINS PER CONSUMER ($)
2007 89.00 15.63 819 36 16.43 27 4 12.28 96 4 93.48 6 4 16.43 167 5
2008 -29.71 12.20 817 795 11.77 27 27 9.86 95 94 10.29 6 6 10.53 83 82
2009 30.60 10.41 816 158 11.87 27 6 9.20 95 16 23.58 6 3 7.38 93 16
2010 209.88 10.27 815 2 10.81 27 1 8.37 92 1 32.77 6 1 10.81 33 1
2011 166.49 11.07 814 7 11.54 27 1 9.82 92 2 76.23 6 1 16.20 16 1
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06/20/2012 2011 Key Ratio Trend Analysis (KRTA)

Pioneer Electric Cooperative, Inc. (KS044)

Page 9

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 51 ——-TOTAL MARGINS LESS ALLOCATIONS PER KWH SOLD (MILLS)
2007 712 4.01 819 154 5.75 27 11 3.26 96 7 248 6 2 3.63 167 26
2008 1.06 3.65 818 687 3.18 27 22 3.51 95 84 0.84 6 3 3.64 83 71
2009 4.26 408 816 391 485 27 17 415 95 47 3.50 6 3 3.93 93 41
2010 7.34 463 815 195 5.95 27 9 463 92 19 4.27 6 1 444 33 10
2011 6.86 437 814 205 5.43 27 11 426 92 18 5.05 6 2 6.88 16 9
RATIO 52 ———TOTAL MARGINS LESS ALLOCATIONS PER CONSUMER ($)
2007 319.71 8239 819 27 111.58 27 1 66.08 96 1 52.30 6 1 79.21 167 3
2008 50.34 75.62 818 550 68.72 27 17 65.82 95 58 33.86 6 3 70.36 83 54
2009 206.31 8044 816 82 87.82 27 2 74.98 95 2 72.86 6 1 76.05 93 12
2010 369.02 99.63 815 19 120.39 27 1 98.70 92 1 118.34 6 1 114.15 33 3
2011 372.62 90.25 814 28 108.38 27 1 76.07 92 3 156.79 6 1 127.65 16 4
RATIO 53 ——- INCOME (LOSS) FROM EQUITY INVESTMENTS PER CONSUMER ($)
2007 4.62 0.83 246 69 0.67 7 3 0.58 27 8 462 3 2 1.04 59 16
2008 -49.95 146 251 244 11.17 8 8 0.35 27 26 -36.70 3 3 0.35 33 32
2009 -39.60 139 247 239 1.83 8 7 1.23 23 22 -0.02 3 3 243 36 35
2010 136.24 1.76 244 3 3.62 8 1 0.43 20 1 1.61 3 1 1.57 12 1
2011 83.41 146 241 5 9.78 7 1 0.13 21 1 75.09 3 1 5.16 7 1
RATIO 54 ——~ ASSOCIATED ORGANIZATION'S CAPITAL CREDITS PER KWH SOLD (MILLS)
2007 0.15 146 769 713 1.60 27 25 1.71 85 82 0.28 6 6 1.27 155 141
2008 0.28 2.04 769 691 321 27 24 2,04 85 82 0.60 6 5 144 78 68
2009 0.12 234 767 72 5.16 27 27 225 86 84 0.61 6 6 2.33 89 81
2010 0.22 254 767 710 435 27 26 294 83 80 0.71 6 6 2.33 31 31
2011 12.24 275 769 4 5.98 27 1 2.89 84 1 3.88 6 1 257 15 1
RATIO 55 ——— ASSOCIATED ORGANIZATION’S CAPITAL CREDITS PER CONSUMER ($)
2007 6.94 2099 769 642 2465 27 22 32.05 85 76 7.79 6 4 28.69 155 125
2008 13.08 38.28 769 622 43.24 27 22 35.91 85 76 13.35 6 4 33.55 78 60
2009 5.89 43.39 767 670 68.62 27 25 37.57 86 83 16.50 6 6 39.58 89 74
2010 11.08 51.24 767 642 66.00 27 23 48.51 83 74 18.95 6 5 59.85 31 28
2011 665.18 5492 769 4 89.38 27 1 48.49 84 1 85.02 6 1 78.52 15 2
RATIO 56 ——~ TOTAL MARGINS PER KWH SOLD (MILLS)
2007 7.28 6.05 819 306 7.39 27 16 5.18 96 28 2.76 6 2 5.52 167 51
2008 1.34 6.13 818 754 6.12 27 24 541 95 86 1.02 6 3 5.08 83 77
2009 4.38 668 816 621 8.61 27 24 5.66 95 68 3.80 6 3 6.73 93 74
2010 7.56 720 815 378 9.00 27 19 7.16 92 43 5.21 6 1 8.16 33 20
2011 19.10 7.12 814 18 11.32 27 2 6.40 92 3 9.55 6 1 8.44 16 2
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Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 57 ~—-TOTAL MARGINS PER CONSUMER ($)
2007 326.65 118.16 819 55 121.84 27 1 96.77 96 3 58.82 6 1 113.09 167 7
2008 63.42 12296 818 650 120.09 27 21 112.99 95 73 41.55 6 3 109.60 83 64
2009 212.21 13060 816 166 147.56 27 6 111.14 95 5 81.47 6 2 135.78 93 24
2010 380.10 150.51 815 43 164.27 27 1 136.39 92 1 138.99 6 1 172.65 33 6
2011 1,037.81 144.88  B14 8 198.33 27 1 129.12 92 1 241.80 6 1 206.67 16 2
RATIO 58 ~—— A/R OVER 60 DAYS AS A % OF OPERATING REVENUE
2007 0.05 0.19 801 673 0.21 25 21 0.20 96 78 0.22 6 5 0.18 162 136
2008 0.07 0.17 806 625 0.18 26 20 0.17 94 7 0.16 6 5 0.19 83 66
2009 0.02 0.17 806 739 0.12 26 22 0.19 95 87 0.13 6 5 0.20 93 86
2010 0.02 0.17 802 754 0.16 26 25 0.18 92 87 0.21 6 6 0.17 33 31
2011 0.06 0.15 799 598 0.12 26 19 0.16 92 69 0.13 6 6 0.08 16 11
RATIO 59 ~—- AMOUNT WRITTEN OFF AS A % OF OPERATING REVENUE
2007 0.03 0.18 785 712 0.10 24 15 0.21 96 95 0.16 6 4 0.21 160 148
2008 0.03 0.18 791 3 0.15 25 20 0.21 94 93 0.14 6 6 0.19 81 77
2009 0.02 0.20 784 752 0.12 24 21 0.25 94 94 0.1 6 5 0.20 92 90
2010 0.03 018 779 T3 0.13 26 24 0.20 89 89 0.14 6 6 0.17 31 29
2011 0.01 017 780 754 0.09 26 22 0.20 91 90 0.1 6 6 0.14 15 15
RATIO 60 ~-- TOTAL MWH SOLD PER MILE OF LINE
2007 188.85 109.02 819 186 49.46 27 3 117.64 96 21 130.46 6 3 11424 167 37
2008 199.23 11233 818 169 53.94 27 3 117.19 95 19 140.94 6 3 162.52 83 29
2009 204.70 11039 816 152 53.45 27 3 111.73 95 15 143.44 6 3 125.09 93 19
2010 212.25 11436 815 159 57.66 27 3 122.91 92 17 149.34 6 3 107.25 33 8
2011 228.78 116.06 814 133 57.01 27 3 117.39 92 14 159.69 6 3 150.70 16 4
RATIO 61 ~—~ AVERAGE RESIDENTIAL USAGE KWH PER MONTH
2007 1,017.75 1,19882 819 595 981.66 27 8 1,178.74 96 73 705.43 6 1 1,218.88 167 133
2008 1,011.85 1,191.15 818 602 967.89 27 7 1,168.69 95 7 793.43 6 1 1,277.77 83 74
2009 1,021.04 1,173.32 816 586 967.61 27 7 1,141.10 95 67 812.27 6 1 1,189.46 93 72
2010 1,087.90 1,2390.39 815 568 1,043.30 27 7 1,203.29 92 61 881.54 6 1 1,146.30 33 18
2011 1,133.23 1,213.00 814 504 1,049.42 27 6 1,187.17 92 50 901.70 6 1 1,088.55 16 7
RATIO 63 ~—- AVERAGE IRRIGATION KWH USAGE PER MONTH
2007 17,532.92 2,125.51 399 10 1,295.39 18 1 2,157.66 41 1 1,688.20 6 1 2,639.78 75 2
2008 18,691.21 2,084.66 397 5 1,184.15 18 1 2,035.37 42 1 2,032.32 6 1 2,297.18 34 2
2009 15,962.29 1,951.34 397 10 1,278.80 18 1 2,089.37 42 1 1,876.78 6 1 2,123.41 41 2
2010 17,409.95 1,678.12 394 6 1,786.94 18 1 1,706.72 42 1 1,965.74 6 1 2,429.20 19 3
2011 22,506.08 1,943.18 399 6 2,021.99 18 1 2,241.49 47 1 2,624.99 6 1 2,242.33 12 1
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Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 64 ~~— AVERAGE SMALL COMMERCIAL KWH USAGE PER MONTH
2007 1,853.20 3,333.33 817 707 2,153.96 27 18 2,747.88 96 73 2,587.96 6 5 3,512.13 167 149
2008 2,020.50 3,28235 816 674 2,225.57 27 16 2,688.44 95 7 2,909.00 6 4 2,940.23 83 71
2009 2,024.08 3,228.63 813 669 2,106.24 27 15 2,686.69 95 73 2,412.19 6 4 3,117.94 93 78
2010 2,054.95 3,283.98 813 672 2,214.67 27 16 2,744.26 92 68 2,516.62 6 4 3,067.77 33 28
2011 2,117.32 3,323.04 813 666 2,225.80 27 16 2,785.14 92 70 2,544.60 6 4 3,071.51 16 14
RATIO 65 ——— AVERAGE LARGE COMMERCIAL KWH USAGE PER MONTH
2007 1,233,962.12 525,469.44 680 146 151,468.75 18 1 500,435.19 88 14 472,635.19 5 1 593,574.07 147 36
2008 1,175,608.70 505,968.75 684 164 156,222.22 19 2 554,897.22 88 20 146,472.22 5 1 555,725.00 70 12
2009 1,184,449.28 469,22436 685 146 314,343.75 18 2 534,100.00 88 21 632,982.46 5 1 478,883.33 71 11
2010 1,210,847.83 464,600.00 683 151 300,541.67 19 3 479,125.00 85 20 732,972.22 5 1 683,305.56 27 11
2011 1,108,923.08 464,021.88 686 165 307,083.33 19 2 489,595.77 85 18 693,578.57 5 1 537,712.96 15 6
RATIO 66 ——— AVERAGE STREET & HIGHWAY LIGHTING KWH USAGE PER MONTH
2007 4,462.96 1,653.03 583 106 1,268.80 20 3 2,309.29 61 19 1,391.52 6 2 1,166.67 111 18
2008 4,462.96 148333 582 101 1,483.74 20 2 2,036.46 61 18 1,728.46 6 1 1,307.61 63 8
2009 4,472.22 1,41667 585 100 1,347.37 21 3 2,446.43 61 18 1,711.31 6 2 1,475.38 60 12
2010 3,659.09 140575 584 135 1,174.48 21 2 1,768.19 62 22 1,565.78 6 1 2,027.78 21 7
2011 3,659.09 1,402.38 587 132 1,215.05 21 3 1,669.05 62 21 1,597.64 6 2 1,725.17 12 3
RATIO 67 ——— AVERAGE SALES FOR RESALE KWH USAGE PER MONTH
2007 1,439,694.44 416,722.22 110 21 1,408,541.67 9 3 779,625.00 9 2 1,424,118.06 4 2 420,777.78 21 6
2008 1,397,333.33 326,916.67 116 21 1,299,944.44 9 3 786,354.17 9 3 1,348,638.89 4 2 774,104.17 9 3
2009 1,376,583.33 331,583.33 120 20 1,282,111.11 8 3 587,555.56 9 3 1,323,708.33 4 2 621,781.25 12 2
2010 1,481,500.00 371,883.33 117 25 1,411,902.78 8 4 162,250.00 9 3 1,411,902.78 4 2 1,481,500.00 9 5
2011 1,494,527.78 376,895.83 116 22 1,397,388.89 8 2 586,597.22 9 1 1,414,861.11 4 2 1,263,472.22 5 2
RATIO 69 ——— RESIDENTIAL KWH SOLD PER TOTAL KWH SOLD (%) .
2007 8.52 6138 819 810 58.53 27 27 62.88 96 96 19.00 6 6 62.73 167 166
2008 7.88 6130 818 808 55.90 27 27 61.53 95 95 18.95 6 6 62.50 83 83
2009 7.68 61.33 816 808 58.62 27 27 60.98 95 95 19.56 6 6 58.85 93 92
2010 7.83 61.83 815 809 58.49 27 27 62.69 92 92 20.06 6 6 49.80 33 32
2011 7.45 6125 814 805 60.29 27 27 60.23 92 92 19.65 6 6 41.24 16 14
RATIO 71 ~-~ IRRIGATION KWH SOLD PER TOTAL KWH SOLD (%)
2007 4.80 137 399 125 3.12 18 4 1.18 41 6 4.18 6 2 0.95 75 17
2008 8.57 1.41 397 93 2.39 18 2 1.31 42 6 5.18 6 1 2.23 34 12
2009 11.64 118 398 78 343 18 2 1.42 42 5 4.95 6 1 498 41 14
2010 13.04 106 394 70 3.33 18 2 1.25 42 4 5.31 6 1 10.29 19 9
2011 17.48 140 399 64 3.65 18 2 1.47 47 4 6.61 6 1 1.01 12 3
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Pioneer Electric Cooperative, Inc. (KS044)
US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 72 ~—— SMALL COMMERC!AL KWH SOLD PER TOTAL KWH SOLD (%)
2007 3343 17.38 817 81 27.66 27 8 15.91 96 4 32,63 6 3 16.62 167 14
2008 34.44 17.27 816 77 28.43 27 9 15.77 95 4 33.02 6 3 17.39 83 6
2009 33.37 1744 813 77 29.35 27 10 16.43 95 7 32.98 6 3 19.61 93 15
2010 32.63 17.32 813 81 29.18 27 9 15.91 92 6 3245 6 3 21.35 33 6
2011 31.08 1749 813 99 28.98 27 1 16.19 92 1" 31.82 6 4 19.10 16 3
RATIO 73 ==~ LARGE COMMERCIAL KWH SOLD PER TOTAL KWH SOLD (%)
2007 45.88 13.41 680 54 13.77 18 2 13.69 88 6 35.58 5 2 16.06 147 9
2008 42.46 14.05 684 69 15.34 19 2 14.93 88 9 35.02 5 2 13.46 70 7
2009 41.04 13.65 685 81 13.70 18 2 14.25 88 9 32.29 5 2 16.14 71 8
2010 40.05 13.96 683 87 14.66 19 2 14.68 85 11 33.14 5 2 15.70 27 5
2011 38.02 1414 686 105 14.09 19 3 14.62 85 14 32.80 5 2 24.18 15 5
RATIO 74 ——— STREET & HIGHWAY LIGHTING KWH SOLD PER TOTAL KWH SOLD (%)
2007 0.07 0.13 588 407 0.18 21 16 0.12 61 44 0.34 6 6 012 111 73
2008 0.06 0.13 587 418 0.16 21 16 0.12 61 45 0.27 6 6 0.13 63 47
2009 0.06 0.13 589 425 0.15 22 16 0.13 61 45 0.27 6 6 0.15 61 49
2010 0.06 0.13 588 431 0.15 22 16 0.12 62 46 0.33 6 6 0.11 22 16
2011 0.05 0.12 592 440 0.15 22 16 0.13 62 46 0.31 6 6 0.11 12 9
RATIO 75 -—- SALES FOR RESALE PERTOTAL KWH SOLD (%)
2007 7.30 433 113 37 15.17 9 9 5.48 9 3 13.69 4 4 5.80 21 8
2008 6.58 341 117 a7 10.46 9 9 5.36 9 3 9.52 4 4 6.58 9 5
2009 6.22 253 121 38 9.73 8 8 3.71 9 3 9.50 4 4 4.87 12 6
2010 6.39 333 119 a7 9.10 8 8 1.06 9 2 9.26 4 4 6.39 9 5
2011 5.91 278 121 40 8.80 8 8 3.91 9 1 8.94 4 4 5.91 5 3

. T CONTROLUABLEEXPENSES(RATIOS77-87) T T ]
RATIO 77 -— O & M EXPENSES PER TOTAL KWH SOLD (MILLS)
2007 4.50 936 819 761 12.29 27 27 9.84 96 93 9.09 6 6 927 167 157
2008 5.13 993 818 752 12.68 27 26 10.65 95 90 8.69 6 5 8.87 83 74
2009 4.88 1036 816 769 12.76 27 26 10.86 95 91 7.60 6 5 9.52 93 88
2010 547 1049 815 742 13.41 27 27 10.64 92 86 7.80 6 6 9.98 33 28
2011 5.00 1082 814 764 15.94 27 26 11.26 92 87 8.23 6 5 7.31 16 12
RATIO 78 ———- O & M EXPENSES PER DOLLARS OF TUP (MILLS) -
2007 35.18 4344 820 609 42.46 27 23 47.56 96 83 4417 6 5 4410 167 133 p&: &
2008 37.14 4427 819 592 47.04 27 24 47.77 95 82 39.24 6 4 43.50 84 60 =3
2009 34.30 4326 817 641 43.55 27 24 46.40 95 89 34.84 6 5 39.70 93 60 g E
2010 36.66 4428 816 612 45.72 27 22 46.73 92 81 35.83 6 3 43.22 33 23 &" N
2011 36.04 4434 815 618 4467 27 23 48.57 92 78 36.81 6 4 33.36 16 5
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

RATIO 79 =—- O & M EXPENSES PER CONSUMER ($)

2007 201.80 190.57 819 335 202.58 27 15 183.83 96 30 203.97 6 4 191.55 167 7
2008 243.03 203.55 818 235 236.10 27 13 198.25 95 15 236.92 6 3 182.82 83 18
2009 236.24 20768 816 263 221.92 27 11 202.67 95 26 211.05 6 2 195.11 93 26
2010 27491 217.81 815 168 236.12 27 5 207.65 92 13 222.23 6 1 232.00 33 9
2011 271.84 229.61 814 226 266.16 27 12 227.53 92 22 240.88 6 2 223.02 16 5
RATIO 80 ——- CONSUMER ACCOUNTING EXPENSES PER TOTAL KWH SOLD (MILLS) :

2007 0.96 270 818 789 2.94 27 27 2.85 96 94 245 6 6 2.68 167 162
2008 0.94 274 818 797 297 27 27 2.86 95 94 242 6 6 2.70 83 83
2009 0.98 286 816 790 3.08 27 27 3.15 95 93 1.92 6 6 2.83 93 90
2010 0.91 284 815 797 3.25 27 27 2.99 92 92 212 6 6 234 33 31
2011 0.91 290 814 792 3.24 27 27 3.21 92 92 2.1 6 6 1.76 16 13
RATIO 81 ——- CONSUMER ACCOUNTING EXPENSES PER CONSUMER ($)

2007 43.15 53.45 818 624 51.50 27 20 53.53 96 70 64.50 6 6 53.02 167 131
2008 44.31 56.08 818 641 53.81 27 20 54.71 95 70 63.50 6 6 56.59 83 67
2009 47.26 57.61 816 586 54.78 27 16 56.61 95 65 51.02 6 4 57.82 93 66
2010 45.61 58.47 815 642 58.26 27 19 59.53 92 70 66.39 6 5 58.86 33 23
2011 49.55 59.35 814 584 58.71 27 18 58.88 92 64 66.04 6 5 66.48 16 12
RATIO 82 -~- CUSTOMER SALES AND SERVICE PER TOTAL KWH SOLD (MILLS)

2007 0.57 0.80 803 528 0.79 25 19 0.68 94 53 0.59 6 4 0.70 165 102
2008 0.49 086 806 575 0.84 25 19 0.67 92 60 0.57 6 4 0.88 83 60
2009 0.42 0.88 804 640 0.89 25 21 0.73 92 68 0.67 6 5 0.88 92 78
2010 0.44 0.88 801 618 0.89 25 21 0.67 90 64 0.62 6 5 0.89 33 24
2011 0.47 089 803 61 0.81 25 19 0.80 90 65 0.67 6 5 0.83 16 11
RATIO 83 —— CUSTOMER SALES AND SERVICE PER CONSUMER ($)

2007 25.67 16.41 803 246 13.67 25 1 14.63 94 20 16.08 6 1 15.44 165 50
2008 23.14 17.27 806 293 15.57 25 3 14.66 92 22 20.46 6 2 17.86 83 27
2009 20.28 17.32 804 354 15.68 25 8 15.22 92 34 21.52 6 4 18.03 92 37
2010 2224 18.30 801 331 17.24 25 7 15.84 90 33 22.09 6 3 22.24 33 17
2011 25,54 1834 803 295 17.28 25 5 17.20 90 29 25.20 6 2 21.71 16 7
RATIO 84 ——- A & G EXPENSES PER TOTAL KWH SOLD (MILLS)

2007 2.85 534 818 720 7.09 27 26 4.71 96 84 3.97 6 5 492 167 139
2008 2.99 547 818 706 7.03 27 26 5.21 95 82 3.90 6 5 4.85 83 67
2009 3.15 583 816 709 7.10 27 26 5.24 95 83 4.21 6 5 5.33 93 81
2010 3.24 578 815 678 7.44 27 26 5.30 92 76 4.36 6 5 5.89 33 29
2011 2.81 598 814 # 7.90 27 27 5.42 92 85 4.94 6 6 4.60 16 14
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 85 ~—— A & G EXPENSES PER CONSUMER ($)
2007 127.88 108.30 818 297 114.32 27 10 89.65 96 13 121.19 6 3 98.64 167 50
2008 141.61 11299 818 246 122.19 27 8 99.60 95 13 120.23 6 2 105.29 83 22
2009 152.37 11592 816 230 117.15 27 9 104.73 95 11 132.60 6 3 117.29 93 29
2010 162.76 121.82 815 210 121.76 27 7 110.45 92 8 141.02 6 3 137.93 33 13
2011 152.89 12490 814 272 136.92 27 9 114.48 92 15 150.74 6 3 143.62 16 7
RATIO 86 ~——TOTAL CONTROLLABLE EXPENSES PER TOTAL KWH SOLD (MILLS) (SAME AS RATIO #103)
2007 8.88 19.04 819 789 24.04 27 27 19.36 96 94 16.79 6 6 17.67 167 161
2008 9.55 19.60 818 782 24.90 27 27 19.95 95 92 15.28 6 6 17.69 83 78
2009 9.42 2027 816 785 23.54 27 27 20.42 95 92 13.87 6 6 18.51 93 90
2010 10.06 20.31 815 772 23.65 27 27 20.33 92 88 15.39 6 6 19.51 33 30
2011 9.20 21.11 814 784 26.43 27 27 21.69 92 89 16.58 6 6 13.16 16 13
RATIO 87 ~—— TOTAL CONTROLLABLE EXPENSES PER CONSUMER ($) (SAME AS RATIO #104)
2007 398.50 37238 819 338 395.12 27 13 350.18 96 27 396.81 6 3 362.24 167 66
2008 452.09 39192 818 265 433.64 27 12 370.34 95 17 442.87 6 3 368.02 83 19
2009 456.15 40319 816 274 412.37 27 8 394.41 95 19 413.50 6 2 395.18 93 26
2010 505.51 42247 815 216 439.50 27 8 406.88 92 12 458.72 6 2 460.35 33 10
2011 499.83 438.73 814 275 477.90 27 11 420.60 92 22 488.86 6 3 456.32 16 6

TFIXEDEXPENSEST ]
RATIO 88 ~~~ POWER COST PER KWH PURCHASED (MILLS)
2007 48.92 5643 819 521 60.10 27 23 56.74 96 68 60.11 6 6 54.32 167 110
2008 57.16 59.31 818 464 63.30 27 22 60.48 95 62 62.55 6 6 60.24 83 51
2009 55.98 61.10 814 472 63.67 27 22 63.79 95 61 56.64 6 5 63.97 93 62
2010 58.27 62.12 814 485 68.00 27 24 63.70 92 61 61.74 6 6 58.85 33 19
2011 59.61 6472 813 519 76.00 27 27 64.78 92 63 63.48 6 6 59.22 16 8
RATIO 89 ~—— POWER COST PER TOTAL KWH SOLD (MILLS)
2007 50.91 5882 819 528 64.18 27 24 60.91 96 70 61.43 6 6 57.78 167 109
2008 59.14 63.05 818 481 68.45 27 22 64.18 95 66 67.39 6 6 64.02 83 52
2009 57.93 6459 816 513 69.26 27 24 67.93 95 67 60.11 6 6 68.37 93 64
2010 60.51 66.26 815 511 72.81 27 27 68.32 92 63 66.07 6 6 62.00 33 21
201 61.82 6844 814 539 82.32 27 27 69.53 92 65 67.43 6 6 62.10 16 9
RATIO 90 ~—- POWER COST AS A % OF REVENUE
2007 70.47 6178 820 157 56.68 27 5 63.97 96 22 71.22 6 4 63.45 167 38
2008 76.93 63.10 819 50 58.08 27 2 64.35 95 7 75.07 6 2 65.47 84 8
2009 74.38 62.30 817 80 58.28 27 2 63.93 95 15 68.37 6 2 63.90 93 10
2010 74.61 62.54 816 80 59.35 27 1 63.43 92 14 68.55 6 1 59.33 33 5
2011 75.06 63.18 815 51 62.46 27 1 63.94 92 7 67.68 6 1 62.84 16 4
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 91 ~—— LONG-TERM INTEREST COST PER TOTAL KWH SOLD (MILLS)
2007 2.74 487 813 639 5.68 27 23 4.74 94 74 3.79 6 5 443 166 126
2008 2.52 489 811 662 5.52 27 24 4.46 93 76 3.59 6 6 4.62 83 68
2009 2.73 516 809 649 6.57 27 24 4.85 92 71 4.21 6 5 4.88 92 74
2010 3.22 497 807 592 6.20 27 24 4.83 89 64 4.72 6 5 5.07 33 27
2011 3.16 497 805 592 6.14 27 24 5.06 88 65 4.99 6 5 5.23 16 10
RATIO 92 —— LONG-TERM INTEREST COST AS A % OF TUP
2007 2.15 222 813 442 1.78 27 8 2.21 94 53 1.83 6 3 216 166 85
2008 1.83 222 811 549 1.80 27 13 2.30 93 61 1.69 6 3 235 83 59
2009 1.92 219 809 516 1.92 27 14 2.33 92 59 1.85 6 3 2.28 92 58
2010 2.16 212 807 383 2,08 27 10 2.23 89 49 2.12 6 3 211 33 15
201 2.28 204 805 276 1.96 27 8 2.18 88 40 212 6 3 2.23 16 8
RATIO 93 ——— LONG-TERM INTEREST COST PER CONSUMER ($)
2007 123.05 9542 813 230 92.42 27 8 84.22 94 15 104.31 6 3 94.75 166 44
2008 119.49 99.79 811 280 96.15 27 9 88.78 93 23 103.19 6 3 99.16 83 32
2009 132.28 102.64 809 229 101.53 27 9 92.67 92 17 112.38 6 3 105.73 92 33
2010 162.02 102.90 807 115 109.77 27 7 97.37 89 9 132.56 6 2 132.65 33 9
2011 171.71 102,75 805 93 115.15 27 4 99.32 88 8 145.88 6 2 149.11 16 5
RATIO 94 ——— DEPRECIATION EXPENSE PER TOTAL KWH SOLD (MILLS)
2007 3.79 6.24 819 743 8.79 27 24 6.17 96 84 3.77 6 3 574 167 152
2008 3.66 642 818 761 8.54 27 27 6.29 95 85 5.44 6 6 5.85 83 82
2009 3.79 6.81 816 768 8.88 27 27 6.80 a5 88 5.70 6 6 6.39 93 92
2010 3.84 6.88 815 765 8.34 27 27 6.80 92 82 5.78 6 6 6.75 33 31
2011 3.83 719 814 769 8.64 27 27 7.1 92 86 6.01 6 6 6.70 16 13
RATIO 95 ——— DEPRECIATION EXPENSE AS A % OF TUP
2007 2.96 283 820 27 2.58 27 4 2.85 96 33 1.79 6 1 285 167 60
2008 2.65 283 819 602 2.65 27 14 2.86 95 78 2.52 6 2 2.84 84 59
2009 2.66 286 817 596 2.60 27 12 2.91 95 76 244 6 2 2.86 93 73
2010 257 287 816 669 2.66 27 19 292 92 78 2.59 6 4 2.74 33 22
2011 2,76 289 815 525 2.64 27 1" 293 92 64 2.59 6 2 2.70 16 7
RATIO 96 ——— DEPRECIATION EXPENSE PER CONSUMER ($)
2007 169.95 122.76 819 144 122.58 27 5 108.00 96 4 97.52 6 2 115.40 167 24
2008 173.16 129.84 818 156 135.53 27 4 116.33 95 4 139.50 6 2 130.59 83 12
2009 183.43 135.05 816 148 139.24 27 4 121.32 95 5 143.58 6 2 138.24 93 24
2010 192.87 141.53 815 149 145.03 27 5 130.10 92 5 1563.62 6 2 156.56 33 6
2011 207.98 147.94 814 126 149.16 27 5 135.83 92 5 169.19 6 2 176.67 16 5
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Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

RATIO 97 ——— ACCUMULATIVE DEPRECIATION AS A % OF PLANT IN SERVICE

2007 30.84 31.12 820 420 35.86 27 21 29.13 96 40 36.27 6 5 30.84 167 84

2008 31.18 3085 819 394 34.24 27 20 29.87 95 38 40.52 6 6 26.55 84 21

2009 29.63 3088 817 465 32.66 27 20 30.02 95 52 38.30 6 6 28.61 93 38

2010 26.86 31.07 816 573 33.25 27 22 30.86 92 63 37.34 6 6 29.53 33 20

2011 24.33 31.33 815 660 33.29 27 23 30.94 92 70 34.72 6 6 25.32 16 9

RATIO 98 ~~~TOTAL TAX EXPENSE PER TOTAL KWH SOLD (MILLS)

2007 N/A N/A  NA NA N/A  NA NA NA  NA NA NA  NA NA N/A NA NA

2008 0.00 1.04 590 558 0.00 1 7 1.13 69 66 0.00 2 2 1.30 57 54

2009 0.01 100 595 532 0.01 1 6 1.12 7 66 0.01 3 3 1.28 67 60

2010 0.00 1.00 591 569 0.00 14 9 1.03 67 65 0.00 3 3 1.29 24 24

2011 N/A N/A  NA NA N/A  NA NA N/A NA NA N/A  NA NA NA NA NA

RATIO 99 ———TOTAL TAX EXPENSE AS A % OF TUP

2007 N/A N/A  NA NA N/A NA NA N/A NA NA N/A NA NA N/A°- NA NA

2008 0.00 0.43 591 554 0.00 11 6 0.50 69 66 0.00 2 2 0.45 58 54

2009 0.01 042 596 517 0.00 11 5 0.47 71 65 0.01 3 2 0.47 67 58

2010 0.00 041 592 568 0.00 14 9 0.48 67 65 0.00 3 3 0.50 24 24

2011 N/A N/A  NA NA N/A  NA NA N/A  NA NA N/A  NA NA N/A° N/A NA

RATIO 100 —--TOTAL TAX EXPENSE PER CONSUMER

2007 N/A N/A  NA NA NA  NA NA N/A  NA NA N/A  NA NA N/A° N/A NA

2008 0.05 20.10 590 551 0.04 11 5 22.40 69 65 0.04 2 1 22,51 57 53

2009 0.36 2114 595 505 0.22 11 5 20.67 71 64 0.36 3 2 26.17 67 58

2010 0.01 22.00 591 563 0.01 14 6 20.96 67 65 0.04 3 3 31.25 24 24

2011 N/A NA  NA NA N/A  NA NA N/A  N/A  NA N/A NA NA N/A N/A NA

RATIO 101 =~ TOTAL FIXED EXPENSES PER TOTAL KWH SOLD (MILLS)

2007 58.23 69.51 819 586 77.22 27 25 72.24 96 77 72.20 6 6 6822 167 119

2008 65.64 75.14 818 553 84.04 27 25 78.56 95 74 77.31 6 6 75.44 83 59

2009 64.84 78.14 816 605 82.86 27 24 80.08 95 82 71.75 6 6 80.42 93 73

2010 67.87 79.00 815 592 89.13 27 27 80.71 92 72 78.07 6 6 75.85 33 21

2011 69.36 8150 814 620 97.97 27 27 83.18 92 73 79.66 6 6 74.15 16 11

RATIO 102 -~ TOTAL FIXED EXPENSES PER CONSUMER ($)

2007 2,613.15 1,358.70 819 50 1,309.60 27 2 1,281.85 96 2 2,027.29 6 2 1,424.26 167 10

2008 3,107.50 1,464.63 818 46 1,419.51 27 1 1,368.86 95 1 2,369.87 6 1 1,565.76 83 1 -

2009 3,139.21 1,513.63 816 37 1,370.03 27 1 1,425.46 95 2 2,077.36 6 1 1,639.96 93 3 y&: =

2010 3,410.82 1,601.50 815 35 1,563.92 27 1 1,496.02 92 2 2,350.08 6 1 1,654.75 33 2 © =

2011 3,768.32 1,640.97 814 33 1,708.96 27 1 1,547.53 92 3 2,461.50 6 1 1,969.52 16 4 ; E
N T
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

T TOTALEXPENSES/(RATIOS 103=107)"

P |

RATIO 103 =~-TOTAL OPERATING EXPENSES PER TOTAL KWH SOLD (MILLS)

2007 8.88 19.04 819 789 24.04 27 27 19.36 96 94 16.79 6 6 17.67 167 161
2008 9.55 19.60 818 782 24.90 27 27 19.95 95 92 15.28 6 6 17.59 83 78
2009 9.42 20.27 816 785 23.54 27 27 20.42 95 92 13.87 6 6 18.51 93 90
2010 10.06 20.31 816 772 23.85 27 27 20.33 92 88 15.39 6 6 19.51 33 30
2011 9.20 21.1 814 784 26.43 27 27 21.69 92 89 16.58 6 6 13.16 16 13

RATIO 104 ——-TOTAL OPERATING EXPENSES PER CONSUMER ($)

2007 398.50 37238 819 338 395.12 27 13 350.18 96 27 396.81 6 3 36224 167 66
2008 452.09 39192 818 265 433.64 27 12 370.34 95 17 442.87 6 3 368.02 83 19
2009 456.156 403.19 816 274 412.37 27 8 394.41 95 19 413.50 6 2 395.18 93 26
2010 5056.51 42247 815 216 439.50 27 8 406.88 92 12 458.72 6 2 460.35 33 10
2011 499.83 438.73 814 275 477.90 27 1" 420.60 92 22 488.86 6 3 456.32 16 6

RATIO 105 ~~~TOTAL COST OF SERVICE (MINUS POWER COSTS) PER TOTAL KWH SOLD (MILLS)

2007 16.20 31.33 819 774 39.67 27 27 3143 96 92 27.00 6 6 29.16 167 159
2008 16.04 32.38 818 780 39.62 27 27 3237 95 91 25.14 6 6 29.41 83 80
2009 16.32 34.03 816 782 40.33 27 27 34.64 95 91 25,57 6 6 32.34 93 90
2010 17.42 33.59 816 773 40.30 27 27 33.38 92 87 28.46 6 6 34.32 33 30
2011 16.75 34.84 814 780 42.75 27 27 35.88 92 87 29.14 6 6 27.58 16 13

RATIO 106 ~~~TOTAL COST OF ELECTRIC SERVICE PER TOTAL KWH SOLD (MILLS)

2007 67.11 88.09 819 706 9713 271 21 9185 96 88 87.42 6 6 8351 167 148
2008 75.19 9448 818 677 103.76 27 27 96.14 95 85 92.05 6 6 9048 83 68
2009 74.26 97.39 816 709 10753 27 26 101.07 95 88 85.09 6 6 o714 93 81
2010 77.93 9846 815 704 10029 27 27 9894 92 86 94.00 6 6 9447 33 27
2011 78.56 10217 814 718 12375 21 27 10405 92 84 96.26 6 6 8878 16 12
RATIO 107 ---TOTAL COST OF ELECTRIC SERVICE PER CONSUMER ($)
2007 3,011.65 172368 819 59 174898 27 3 1637.87 96 2 2,480.22 6 2 175826 167 11
2008 3,559.59 1,86547 818 50 187861 27 1 179741 95 1 2,790.29 6 1 192152 83 1
2009 3,595.37 191247 816 44 173747 21 1 184307 95 2 248967 6 1 197093 93 3
2010 3,916.34 202301 815 38 198202 21 1 192235 92 2 2,808.80 6 1 220585 33 2
2011 4,268.14 206312 814 38 218895 27 1 197222 92 3 2,971.79 6 1 241283 16 4
? EMPLOYEES (RATIOSH08-113)" " A T ]
RATIO 108 -—- AVERAGE WAGE RATE PER HOUR ($)
2007 2582 2616 817 440 2597 21 15 2545 96 44 28.06 6 6 2604 166 90
2008 26.76 2716 817 448 - 2646 21 9 2680 95 50 26.63 6 3 2724 83 47
2009 30.30 2844 814 265 2785 27 8 2762 95 27 30.73 6 4 2887 93 29
2010 32.95 2037 812 161 2925 26 6 2811 92 14 29.83 6 2 3167 33 1
2011 33.81 30.50 813 181 3014 27 5 2057 92 16 31.65 6 2 3047 16 4
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 109 ——— TOTAL WAGES PER TOTAL KWH SOLD (MILLS)
2007 5.50 10.14 817 753 15.15 27 27 9.95 96 91 9.02 6 6 9.65 166 152
2008 5.15 10.44 817 774 14.37 27 27 10.32 95 92 8.96 6 6 8.97 83 78
2009 5.31 10.93 815 775 15.74 27 27 10.75 95 90 9.56 6 6 10.13 93 90
2010 5.28 10.59 813 766 15.05 26 26 10.01 92 89 10.83 6 6 12.62 33 31
2011 4.86 10.77 813 780 14.58 27 27 10.69 92 0 9.50 6 6 9.34 16 13
RATIO 110 ———-TOTAL WAGES PER CONSUMER ($)
2007 246.82 205.69 817 266 252.09 27 15 176.91 96 14 262.12 6 4 194.70 166 47
2008 243.75 21465 817 299 253.67 27 16 189.41 95 18 253.85 6 4 191.29 83 26
2009 257.02 218.38 815 286 271.39 27 18 190.76 95 20 265.88 6 4 218.57 93 36
2010 265.49 220.57 813 280 279.44 26 18 193.85 92 13 272,29 6 4 27711 33 21
2011 264.22 226.74 813 300 290.93 27 20 202.52 92 17 281.69 6 5 262.44 16 8
RATIO 111 ——- OVERTIME HOURS/TOTAL HOURS (%)
2007 11.54 530 817 26 8.05 27 5 5.88 96 4 11.43 6 3 5.23 167 6
2008 8.45 525 816 100 5.70 27 6 5.83 95 17 6.25 6 1 5.51 83 8
2009 7.42 494 814 152 5.37 27 6 5.64 95 23 4.72 6 1 4.85 93 12
2010 6.34 4.61 813 158 3.85 27 7 4.89 92 19 3.75 6 1 5.27 33 14
2011 5.74 4.91 813 276 3.70 27 6 5.61 92 43 3.98 6 1 463 16 6
RATIO 112 ~~~ CAPITALIZED PAYROLL / TOTAL PAYROLL (%)
2007 36.64 23.58 816 51 31.48 27 10 24.92 96 1 32.11 6 3 24.52 166 10
2008 30.25 22.83 814 140 30.08 27 13 2440 95 22 28.58 6 2 23.58 83 19
2009 31.26 22,12 812 119 3148 27 16 23.34 95 20 31.37 6 4 22.06 92 14
2010 29.23 22.47 812 149 35.21 26 18 23.06 92 19 26.28 6 3 24.58 33 9
2011 25.85 21.95 810 226 33.34 26 18 22.81 92 31 24.19 6 3 25.31 15 7
RATIO 113 ——-— AVERAGE CONSUMERS PER EMPLOYEE
2007 272.78 28223 819 436 226.50 27 8 306.00 96 72 239.67 6 2 290.39 167 97
2008 256.21 286.08 818 495 227.07 27 10 308.45 95 77 246.17 6 3 318.77 83 60
2009 269.72 28719 816 460 217.11 27 8 308.69 95 73 24431 6 2 295.30 93 53
2010 259.47 29120 815 495 225.08 27 10 309.77 92 76 251.81 6 3 251.73 33 13
2011 265.90 29578 814 484 225.84 27 10 316.08 92 73 247.02 6 3 248.96 16 5

T - . "GROWTH(RATIOS-114-121) i
RATIO 114 —-—~ ANNUAL GROWTH IN KWH SOLD (%)
2007 5.62 3.70 815 230 4.96 27 12 3.15 93 19 73.33 6 6 3.59 167 45
2008 7.63 122 817 112 2.60 27 7 1.00 95 16 12.39 6 6 1.33 83 14
2009 4.25 -1.06 816 104 -0.31 27 3 -1.59 95 8 -0.65 6 1 -0.87 93 18
2010 4.76 480 813 412 6.59 27 19 538 92 51 493 6 4 5.65 33 19
2011 9.06 -0.13 814 65 2.24 27 3 0.02 92 8 422 6 1 249 16 3
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RATIO 115 ~-— ANNUAL GROWTH IN NUMBER OF CONSUMERS (%)
2007 1.74 135 815 295 1.74 27 14 1.35 93 31 88.29 6 6 1.24 167 43
2008 2.02 0.99 817 139 0.85 27 8 0.90 95 15 1.81 6 3 1.39 83 23
2009 1.93 047 816 56 1.00 27 7 0.41 95 7 1.31 6 2 0.71 93 10
2010 0.93 037 813 181 0.47 27 7 0.27 92 14 0.99 6 4 0.70 33 12
2011 0.88 030 814 181 0.46 27 7 0.29 92 20 0.68 6 2 0.52 16 5
RATIO 116 ——- ANNUAL GROWTH IN TUP DOLLARS (%)
2007 12.52 572 816 53 7.67 27 10 5.74 93 3 70.27 6 6 5.95 167 5
2008 16.40 523 818 16 5.26 27 3 5.16 95 2 8.56 6 2 6.33 84 1
2009 7.28 440 817 117 4.89 27 9 4.41 95 17 6.09 6 3 5.62 93 25
2010 9.89 392 814 52 4.37 27 4 3.95 92 6 5.32 6 2 5.16 33 7
2011 1.47 392 815 751 3.61 27 22 3.72 92 87 5.57 6 6 6.89 16 15
RATIO 117 ——- CONST.W.L.LP.TO PLANT ADDITIONS (%)
2007 114.76 25.77 809 75 37.16 27 6 19.12 95 4 33.27 6 1 29.65 165 16
2008 168.54 27.04 810 45 15.59 26 1 21.24 94 4 45,67 6 1 36.01 83 5
2009 223.51 27.25 808 33 51.90 25 2 25.29 94 6 56.24 6 2 32.77 93 5
2010 245.64 30.09 808 30 35.10 27 4 23.00 91 2 72.68 6 1 37.22 33 4
2011 83.76 26.98 808 153 36.35 25 8 21.64 91 10 32.16 6 1 28.44 16 5
RATIO 118 ~~~ NET NEW SERVICES TO TOTAL SERVICES (%)
2007 1.67 136 817 307 1.06 27 8 1.55 96 45 1.18 6 2 142 167 61
2008 2.29 1.06 816 72 1.04 27 6 1.04 95 10 1.03 6 2 1.39 83 9
2009 1.51 0.66 813 110 0.50 27 5 0.73 95 12 0.73 6 1 0.85 93 24
2010 1.46 056 811 91 0.37 27 4 0.54 92 12 0.67 6 1 0.76 33 10
2011 1.50 0.52 805 79 0.49 27 2 0.60 91 9 1.23 6 2 0.81 16 3
RATIO 119 ——- ANNUAL GROWTH IN TOTAL CAPITALIZATION (%)
2007 2.68 548 816 589 6.70 27 22 5.15 93 65 39.18 6 6 4.79 167 122
2008 8.95 4.61 818 209 7.60 27 12 4,30 95 23 8.89 6 3 6.67 84 33
2009 217 4.1 817 584 5.51 27 23 3.78 95 65 7.21 6 6 4,95 93 74
2010 19.02 405 814 26 4.08 27 3 3.69 92 3 9.89 6 2 9.23 33 5
2011 14.78 3.86 815 52 6.04 27 6 4.19 92 5 9.38 6 2 6.37 16 4
RATIO 120 ——— 2 YR. COMPOUND GROWTH IN TOTAL CAPITALIZATION (%)
2007 2.31 553 817 696 6.86 27 27 5.60 93 81 20.10 6 6 5.10 167 148
2008 5.77 5.62 814 397 6.57 27 17 5.53 92 43 35.75 6 6 7.62 84 61
2009 5.51 505 816 370 6.79 27 19 5.02 95 43 7.46 6 6 7.59 93 63
2010 10.28 454 814 93 6.69 27 7 4,34 92 11 8.36 6 2 7.67 33 11
2011 16.88 420 813 16 5.01 27 3 4.09 92 1 9.63 6 2 9.40 16 2

$230 07 9sed

6" W nqryxg




06/20/2012 2011 Key Ratio Trend Analysis (KRTA) » Page 20
Pioneer Electric Cooperative, Inc. (KS044)

US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank

RATIO 121 === 5YR. COMPOUND GROWTH IN TOTAL CAPITALIZATION (%)

2007 5.34 5.20 808 385 6.85 27 17 5.14 92 43 12.97 6 6 4.88 167 68
2008 711 5.64 810 224 7.01 27 13 5.22 91 23 16.37 6 6 7.25 84 47
2009 7.53 5.65 808 211 8.57 27 17 5.62 90 21 17.49 6 6 7.68 93 53
2010 6.76 5.36 809 255 7.28 27 15 5.49 89 26 16.55 6 6 8.70 33 26
2011 9.32 5.16 808 90 943 27 15 5.36 89 7 17.55 6 6 11.00 16 11
T T PLANT (RATIOS 122=T45) T 1
RATIO 122 ~~=TUP INVESTMENTS PER TOTAL KWH SOLD (CENTS)

2007 12.78 22.02 819 755 31.01 27 27 20.67 926 86 19.57 6 6 20.34 167 153
2008 13.82 22.71 818 739 31.01 27 27 21.32 95 83 18.66 6 6 19.91 83 79
2009 14.23 23.89 816 743 32.08 27 27 23.02 95 87 19.44 6 6 21.97 93 89
2010 14.92 2410 815 716 31.56 27 27 2291 92 76 19.12 6 6 25.33 33 30
2011 13.89 24.89 814 750 32.24 27 27 24.07 92 84 21.37 6 6 2232 16 14

RATIO 123 ===TUP INVESTMENT PER CONSUMER ($)

2007 5,735.90 4,303.16 819 190 4,976.95 27 9 3,786.24 96 8 5,641.92 6 3 4,015.59 167 37
2008 6,544.34 4,47315 818 131 5,029.48 27 3 4,007.86 95 4 5,526.36 6 1 4,383.49 83 12
2009 6,887.82 4,676.44 816 130 5,407.91 27 4 4,190.44 95 7 5,964.85 6 1 4,703.70 93 23
2010 7,499.29 4,854.04 815 106 5,492.58 27 3 4,390.59 92 3 6,048.76 6 1 5,655.06 33 9
2011 7,543.29 501144 814 117 5,739.56 27 3 4,549.50 92 4 6,734.64 6 1 6,686.52 16 6
RATIO 124 ~-~TUP INVESTMENT PER MILE OF LINE ($)

2007 24,137.66 2394164 818 406 14,139.97 27 6 24,350.27 96 50 19,629.14 6 3 23,580.37 167 78
2008 27,540.29 25,113.04 818 360 15,108.75 27 6 25,558.97 95 40 22,598.03 6 3 33,916.99 83 55
2009 29,120.41 26,205.55 816 355 16,250.47 27 6 26,699.25 95 39 23,774.92 6 3 31,391.24 93 51
2010 31,673.27 27,28565 815 318 17,807.44 27 6 27,612.66 92 Ky 25,367.38 6 3 34,425.56 33 18
2011 31,766.01 28,234.95 814 342 18,381.28 27 6 28,439.34 92 36 25,981.98 6 3 31,967.91 16 9
RATIO 125 —-— AVERAGE CONSUMERS PER MILE

2007 4.21 593 819 556 3.02 27 7 6.25 96 84 3.88 6 3 6.12 167 123
2008 4.21 593 818 558 3.12 27 7 6.31 95 85 3.86 6 3 7.86 83 66
2009 4.23 5093 816 553 3.16 27 7 6.27 95 83 3.88 6 3 6.75 93 64
2010 4.22 594 815 558 3.16 27 7 6.22 92 81 3.88 6 3 5.84 33 20
2011 4.21 596 814 560 3.18 27 7 6.13 92 81 3.88 6 3 445 16 10
RATIO 126 —-- DISTRIBUTION PLANT PER TOTAL KWH SOLD (MILLS)

2007 97.02 183.51 819 770 249.09 27 27 182.72 96 88 126.86 6 6 17626 167 162
2008 98.02 189.62 818 771 259.20 27 26 190.94 95 88 138.22 6 5 166.42 83 81
2009 101.18 199.69 816 777 243.48 27 27 201.89 95 90 146.98 6 6 176.35 93 91
2010 104.17 201.11 815 767 245.06 27 27 200.84 92 86 141.13 6 6 187.41 33 29
2011 105.71 208.59 814 768 250.97 27 27 210.37 92 85 139.40 6 6 159.09 16 14
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RATIO 127 ——- DISTRIBUTION PLANT PER CONSUMER ($)

2007 4,354.06 3,572.95 819 219 3,956.00 27 9 3,244.18 96 9 4,275.84 6 3 3,420.76 167 39

2008 4,640.38 3,719.00 818 211 4,199.48 27 9 3,495.57 95 8 4,221.88 6 3 3,669.31 83 18

2009 4,899.39 3,894.36 816 197 4,298.33 27 8 3,631.23 95 7 4,380.09 6 3 3,826.79 93 26

2010 5,234.78 4,029.11 815 172 4,369.94 27 6 3,776.93 92 5 4,230.86 6 2 4,401.95 33 10

2011 5,742.89 4,201.83 814 148 4,563.07 27 5 3,915.65 92 4 4,352.72 6 2 5,174.30 16 6

RATIO 128 ——- DISTRIBUTION PLANT PER EMPLOYEE ($)

2007 1,187,681.86 1,018,721.25 819 206 884,235.67 27 5 1,006,673.81 96 22 901,304.36 6 1 1,040,351.84 167 48

2008 1,188,894.14 1,080,619.33 818 268 973,065.36 27 5 1,068,933.25 95 28 962,849.79 6 2 1,138,930.80 83 38

2009 1,321,469.93 1,141956.32 816 202 987,385.83 27 4 1,115,218.65 95 17 1,038,591.43 6 1 1,124,668.07 a3 21

2010 1,358,262.30 1,198,286.18 815 230 1,027,159.89 27 4 1,161,595.03 92 20 1,174,140.06 6 1 1,087,831.15 33 12

2011 1,527,061.03 1,256,196.39 814 157 1,052,680.06 27 3 1,201,775.47 92 15 1,225,822.156 6 1 1,330,556.49 16 4

RATIO 129 ——- GENERAL PLANT PER TOTAL KWH SOLD (MILLS)

2007 6.03 14.59 819 774 18.13 27 27 12.97 96 93 9.61 6 6 13.98 167 155

2008 5.77 14.65 818 782 17.83 27 27 14.02 95 92 11.63 6 6 12.75 83 78

2009 5.77 15.68 816 786 20.66 27 27 15.33 95 a3 13.18 6 6 15.76 93 90

2010 5.85 15.59 815 783 20.90 27 27 14.27 92 88 13.15 6 6 16.93 33 32

2011 5.84 16.46 813 787 20.75 27 27 15.06 92 91 14.08 6 6 15.13 16 15

RATIO 130 ——— GENERAL PLANT PER CONSUMER ($)

2007 270.40 28756 819 458 281.87 27 16 241.20 96 38 262.19 6 3 266.35 167 82

2008 273.40 301.11 818 475 322.17 27 19 249.38 95 44 : 305.41 6 4 265.03 83 39

2009 279.27 31482 816 483 360.89 27 21 259.58 95 44 329.71 6 4 319.36 93 56

2010 299.22 330.11 815 461 383.18 27 19 279.76 92 43 360.23 6 4 360.41 33 25

2011 317.29 340.41 813 456 393.74 27 19 310.63 92 44 383.02 6 4 355.27 16 11

RATIO 131 ——— GENERAL PLANT PER EMPLOYEE ($)

2007 73,759.33 80,789.70 819 498 69,971.92 27 12 76,100.64 96 53 68,845.58 6 2 78,956.89 167 95

2008 70,045.84 83,541.52 818 577 71,586.07 27 15 80,083.18 95 59 69,154.07 6 3 84,107.94 83 61

2009 75,323.80 8791269 816 557 77,010.50 27 16 84,463.62 95 58 78,272.64 6 5 93,052.99 93 67

2010 77,639.22 92,827.10 815 586 80,170.22 27 18 92,860.39 92 60 88,491.31 6 5 99,514.36 33 25

2011 84,367.79 96,575.58 813 546 87,331.74 27 16 99,715.94 92 60 95,044.91 6 5 92,229.15 16 12

RATIO 132 ——- HEADQUARTERS PLANT PER TOTAL KWH SOLD (MILLS)

2007 9.19 6.92 770 240 6.06 25 7 6.62 93 29 6.71 5 1 6.13 164 40

2008 8.60 727 770 306 7.36 26 12 6.86 92 36 7.33 5 1 9.37 77 44 -

2009 8.24 787 767 355 7.40 25 12 7.68 92 4 7.40 5 2 9.72 86 53 I;;’: =

2010 7.88 787 764 381 6.98 25 12 7.88 89 45 6.97 5 2 8.89 31 17 NS

2011 7.28 833 764 450 7.28 25 13 8.64 88 52 7.28 5 3 8.32 16 9 9'\: E
N T
N \O
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 133 ——— HEADQUARTERS PLANT PER CONSUMER ($)
2007 412.39 14040 770 41 108.41 25 1 126.24 93 3 113.73 5 1 132.82 164 6
2008 407.36 14913 770 52 127.38 26 2 132.04 92 3 136.05 5 1 189.21 77 10
2009 398.85 15995 767 68 135.19 25 2 146.01 92 4 181.20 5 1 198.34 86 16
2010 396.05 16747 764 82 138.91 25 2 154.65 89 8 193.50 5 1 210.92 31 9
2011 395.50 179.48 764 97 140.43 25 3 168.46 88 11 310.08 5 2 313.97 16 8
RATIO 134 ——— HEADQUARTERS PLANT PER EMPLOYEE ($)
2007 112,490.48 37,886.03 770 27 22,119.40 25 1 39,073.07 93 5 32,158.44 5 1 37,565.48 164 5
2008 104,368.37 40,465.37 770 60 26,278.72 26 3 40,736.94 92 5 31,890.57 5 1 60,049.37 77 12
2009 107,577.39 43,663.11 767 64 27,913.38 25 3 42,203.69 92 6 38,105.73 5 1 57,379.66 86 13
2010 102,761.33 46,505.67 764 96 28,804.00 25 3 45,941.45 89 12 40,382.54 5 1 56,294.57 31 8
2011 105,165.97 48,256.15 764 103 31,737.70 25 3 47,668.46 88 14 70,741.90 5 1 72,208.89 16 7
RATIO 135 —~~TRANSMISSION PLANT PER TOTAL KWH SOLD (MILLS)
2007 4.12 1099 417 306 10.22 24 21 6.11 39 24 11.20 6 6 8.08 79 54
2008 5.98 1153 413 275 10.84 24 18 5.96 38 19 17.55 [ 6 9.80 40 24
2009 3.67 1202 413 315 11.10 24 21 5.83 38 25 19.31 6 6 14.01 49 36
2010 3.57 13.07 410 308 10.16 24 20 8.17 37 25 19.87 6 6 12.16 22 14
2011 3.68 1285 409 3N 9.67 24 20 10.91 36 26 20.02 6 6 8.39 10 8
RATIO 136 —— TRANSMISSION PLANT PER CONSUMER ($)
2007 184.86 21711 417 233 180.12 24 10 162.42 39 18 343.94 6 4 157.33 79 36
2008 283.24 230.14 413 186 210.97 24 11 172.68 38 14 586.74 6 5 221.98 40 18
2009 177.76 23416 413 252 179.77 24 14 182.45 38 20 623.83 6 6 277.50 49 33
2010 179.53 24828 410 250 180.21 24 14 212.20 37 20 654.16 6 6 292.25 22 13
2011 199.99 25125 409 237 190.34 24 12 230.54 36 21 677.69 6 6 171.41 10 5
RATIO 137 -—- TRANSMISSION PLANT PER EMPLOYEE ($)
2007 50,426.67 61,53042 417 233 45,443.47 24 1 44,938.86 39 18 75,855.31 6 4 44,300.30 79 35
2008 72,568.65 67,788.18 413 193 57,272.20 24 9 48,742.60 38 14 146,035.38 6 5 55,226.58 40 19
2009 47,946.66 68,926.21 413 253 49,149.75 24 13 45,465.83 38 19 153,963.99 6 6 71,579.60 49 33
2010 46,582.33 71,81098 410 256 49,474.64 24 13 60,336.64 37 20 164,952.34 6 6 64,353.63 22 13
2011 53,178.87 73,899.91 409 244 52,772.92 24 12 70,307.76 36 21 166,573.65 6 5 45,352.43 10 5
RATIO 138 ——— IDLE SERVICES TO TOTAL SERVICE (%)
2007 5.97 7.77 797 486 6.91 27 17 10.05 95 70 6.15 6 4 8.26 164 104
2008 5.58 767 797 517 6.92 27 18 9.91 94 70 593 6 4 7.20 80 49
2009 6.21 786 796 480 6.57 27 16 10.62 94 68 6.14 6 3 6.37 91 48
2010 6.58 812 793 464 7.23 27 15 10.25 90 65 5.65 6 2 8.96 32 19
2011 10.73 800 793 276 7.49 27 6 10.04 91 43 5.75 6 1 10.11 16 8
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)
Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 139 ~—~— LINE LOSS (%)
2007 3.72 6.03 819 730 7.41 27 25 6.24 96 88 447 6 4 596 167 148
2008 3.20 6.04 818 756 7.67 27 26 6.05 95 88 5.82 6 5 548 83 78
2009 3.21 596 814 739 7.54 27 27 6.20 95 89 6.17 6 6 5.82 93 86
2010 3.54 598 814 724 7.36 27 26 6.27 92 84 6.28 6 6 5.97 33 26
2011 3.41 541 813 668 6.97 27 26 5.27 92 79 5.84 6 6 4,79 16 13
RATIO 140 ~-- SYSTEM AVG. INTERRUPTION DURATION INDEX (SAIDI) - POWER SUPPLIER
2007 0.72 025 820 2#41 1.67 27 19 0.33 96 30 0.14 6 1 023 167 53
2008 3.34 16.39 819 571 78.60 27 25 22.10 95 70 9.60 6 5 8.38 84 53
2009 4.09 1480 817 554 84.81 27 23 14.80 95 66 15.19 6 5 9.60 93 59
2010 37.01 1576 816 247 28.30 27 13 12,97 92 27 11.06 6 1 540 33 7
2011 8.51 1563 815 491 84.10 27 24 9.64 92 50 23.02 6 4 11.76 16 9
RATIO 141 —— SYSTEM AVG. INTERRUPTION DURATION INDEX (SAID!) - EXTREME STORM
2007 86.72 040 820 20 17.60 27 5 0.51 96 2 13.93 6 2 059 167 8
2008 13.81 2820 819 480 33.60 27 15 71.40 95 71 7.43 6 3 20.85 84 52
2009 0.00 1983 817 639 95.40 27 24 31.80 95 80 0.00 6 4 12.06 93 71
2010 0.00 18.79 816 658 12.00 27 24 11.82 92 76 6.00 6 5 27.47 33 28
2011 0.00 43.02 815 672 4.49 27 25 46.25 92 80 11.88 6 6 6.78 16 13
RATIO 142 —- SYSTEM AVG. INTERRUPTION DURATION INDEX (SAIDI) - PREARRANGED
2007 0.04 0.03 820 373 0.06 27 15 0.03 96 45 0.03 6 3 0.03 167 78
2008 14.08 234 819 142 2.04 27 6 1.80 95 15 7.64 6 3 211 84 10
2009 5.69 259 817 296 3.48 27 13 2.52 95 3 3.74 6 3 1.88 93 32
2010 5.53 223 816 260 6.00 27 15 3.18 92 28 9.45 6 4 4.00 33 15
2011 9.62 249 815 188 3.07 27 9 2.53 92 23 2.70 6 2 414 16 4
RATIO 143 ——- SYSTEM AVG. INTERRUPTION DURATION INDEX (SAIDI) - ALL OTHER
2007 3.49 1.62 820 123 2.15 27 4 1.91 96 18 3.46 6 3 164 167 30
2008 92.43 99.36 819 446 158.64 27 19 102.30 95 56 106.45 6 4 96.21 84 45
2009 61.72 9540 817 571 91.80 27 21 100.02 95 69 69.22 6 5 95.40 93 67
2010 64.78 9735 816 589 90.74 27 22 97.14 92 70 73.94 6 4 110.03 33 23
2011 147.02 9950 815 268 119.80 27 10 116.77 92 39 119.60 6 3 95.48 16 4
RATIO 144 ——- SYSTEM AVG. INTERRUPTION DURATION INDEX (SAIDI) - TOTAL
2007 90.97 3.37 820 21 21.83 27 6 3.76 96 2 16.07 6 2 353 167 9
2008 123.66 20196 819 588 333.00 27 25 285.00 95 75 128.83 6 4 170.65 84 62
2009 71.50 196.20 817 703 406.06 27 26 187.20 95 82 104.32 6 6 165.61 93 80
2010 107.31 188,64 816 619 228.60 27 23 177.40 92 70 148.46 6 5 190.20 33 25
2011 165.15 22994 815 505 244.20 27 22 256.80 92 60 191.63 6 4 176.60 16 10
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US Total State Grouping Consumer Size Major Current Power Supplier Plant Growth (2006-2011)

Year System Value Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank Median NBR Rank
RATIO 145 ——— AVG. SERVICE AVAILABILITY INDEX (ASAI) - TOTAL (%)

2007 98.96 99.96 820 800 99.75 27 22 99.96 96 95 99.82 6 5 99.96 167 159
2008 99.98 99.96 819 232 99.94 27 3 99.95 95 21 99,98 6 3 99.97 84 23
2009 99.99 99.96 817 114 99.92 27 2 99.96 95 14 99.98 6 1 99.97 93 14
2010 99.98 99.96 816 198 99.96 27 5 99.97 92 23 99.97 6 2 99.96 33 9
2011 99.97 99.96 815 310 99.95 27 6 99.95 92 33 99.96 6 3 99.97 16 7
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278.455 Reduction of operating expenses by G&T or distribution cooperative --
Effect on rates -- Authority for administrative regulations.

(1) Notwithstanding any other statute to the contrary, a G&T or distribution cooperative
may at any time decrease regulated operating revenues by an amount to be
determined solely by the cooperative utility. If the revenue reduction is allocated
among and within the consumer classes on a proportional basis that will result in no
change in the rate design currently in effect, the revised rates and tariffs shall be
authorized and made permanent on the proposed effective date.

(2) Notwithstanding any other statute, any revenue increase authorized by the Public
Service Commission or any revenue decrease authorized in subsection (1) of this
section that is to flow through the effects of an increase or decrease in wholesale
rates may, at the distribution cooperative's discretion, be allocated to each class and
within each tariff on a proportional basis that will result in no change in the rate
design currently in effect. In the event of an increase in the wholesale rates and
tariffs of the wholesale supplier by the Public Service Commission, the rates and
tariffs of the distribution cooperative that have been revised on a proportional basis
to result in no change in the rate design shall be authorized and shall become
effective on the same date as those of the wholesale supplier. In those cases where
an interim increase in the power supplier's wholesale rates is authorized, the
distribution cooperative's flow through rates shall be interim. The distribution
cooperative's permanent rates and tariffs shall become effective on the date that the
wholesale supplier's permanent rates become effective as ordered by the
commission.

(3) Any rate increase or decrease as provided for in subsections (1) and (2) of this
section shall not apply to special contracts under which the rates are subject to
change or adjustment only as stipulated in the contract.

(49) The Public Service Commission shall promulgate administrative regulations
pursuant to KRS Chapter 13A to establish filing requirements and notice
requirements to the commission, the Attorney General, and the public under this
section.

Effective: July 15, 1998
History: Created 1998 Ky. Acts ch. 188, sec. 2, effective July 15, 1998.




807 KAR 5:007. Filing and notice requirements for a generation and transmission coopera... Page 1 of 1

807 KAR 5:007. Filing and notice requirements for a generation and transmission cooperative or a distriMﬁhiEWrﬂﬁle to
decrease rates or for a distribution cooperative to change rates to reflect a change in the rates of its wholesale supBlige 2 of 27

RELATES TO: KRS 278.180, 278.455

STATUTORY AUTHORITY: KRS 278.040(3), 278.180(1), 278.455(4)

NECESSITY, FUNCTION, AND CONFORMITY: KRS 278.040(3) provides that the commission may promulgate administrative regulations
to implement the provisions of KRS Chapter 278. KRS 278.180(1) provides that, except upon application of a utility for a lesser time, a change
shall not be made in a rate except upon thirty (30) days' notice to the commission, stating plainly the changes proposed to be made and the
time when the changed rates shall go into effect. KRS 278.455(1) provides that a generation and transmission cooperative or a distribution
cooperative may decrease regulated operating revenues if the decrease is allocated proportionately among customer classes so that a
change will not result to the rate design currently in effect. KRS 278.455(2) provides that a distribution cooperative may change its rates to
reflect a change in the rate of its wholesale supplier if the effects of an increase or decrease are allocated to each class and within each tariff
on a proportional basis that will result in no change in the rate design currently in effect. KRS 278.455(4) requires the commission to
promulgate administrative regulations establishing filing requirements and notice requirements to the commission, the Attomey General, and
the public for rate changes made pursuant to KRS 278.455. This administrative regulation prescribes filing and notice requirements for a
generation and transmission cooperative or a distribution cooperative to decrease rates and for a distribution cooperative to change rates to
reflect a change in the rates of its wholesale supplier.

Section 1. Filing Requirements. To decrease rates, a generation and transmission cooperative or a distribution cooperative shall file with
the commission an original and five (5) copies, and with the Attorney General's Office of Rate Intervention one (1) copy, of the following
information:

(1) The taniff incorporating the reduced rates, specifying an effective date no sooner than thirty (30) days from the date filed;

(2) The name and address of the filing cooperative;

(3) A brief statement of the facts demonstrating that the filing is made pursuant to the authority of KRS 278.455;

(4) A comparison of the current and proposed rates;

(5) An analysis demonstrating that:

(a) The rate change does not change the rate design currently in effect; and

(b) The revenue change has been allocated to each class and within each tariff on a proportional basis;

(6) A certification that a complete copy of the materials filed with the commission has been sent to the Attorney General's Office of Rate
Intervention;

(7) A statement that notice of the rate change pursuant to Section 3 of this administrative regulation has been given, not more than thirty
(30) days prior to the date the application is filed, by one (1) of the following methods:

(a) By typewritten notice mailed to all customers;

(b) By publication in a newspaper of general circulation in the affected area; or

(c) By publication in a periodical distributed to all members of the cooperative; and

(8) A copy of the notice given pursuant to subsection (7) of this section.

| Section 2. To change rates to reflect an increase or decrease in its wholesale supplier's rates, a distribution cooperative shall file with the
commission an original and five (5) copies, and with the Attorney General's Office of Rate Intervention one (1) copy, of the following
information:
(1) The tariff incorporating the new rates and specifying an effective date no sooner than the effective date of the wholesale supplier's rate
change; and
(2) The information required by Section 1(2) through (8) of this administrative regulation.

Section 3. Contents of Notice. Notice given pursuant to Section 1(7} of this administrative regulation shall include the following information:

(1) The name, address, and phone number of the cooperative;

(2) The existing rates and the revised rates for each customer class;

(3) The effect of the rate change, stated both in dollars and as a percentage, upon the average bill for each customer class;

(4) A statement, as appropriate, that:

(a) The rate reduction is being made at the sole discretion of the utility, pursuant to KRS 278.455(1); or

(b) The rates are being revised to reflect a change in wholesale rates pursuant to KRS 278.455(2); and

(5) A statement that a person may examine the rate application at the main office of the utility or at the office of the Public Service
Commission, 211 Sower Boulevard, Frankfort, Kentucky. (25 Ky.R. 2989; Am. 26 Ky.R. 385; eff. 8-20-99.)

file:///N:/Admin/Pioneer-KS044/1106-MKEC%20Rate%20Study-SP/KY#2.htm 5/8/2012
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A Touchstone Energy Couperative ﬂ«)\

May 27, 2010

Mr. Jeff Derouen
Executive Director

Public Service Commission
211 Sower Boulevard
Frankfort, KY 40602

Re: Clark Energy Cooperative, Inc. Pass-Through of East Kentucky Power Cooperative,
Inc.Wholesale Rate Adjustment- PSC Case No. 2010-00170.

Dear Mr. Derouen:

Please find enclosed for filing with the Commission an original and 5 copies of Clark
Energy Cooperative, Inc. Filing for Pass-Through of East Kentucky Power Cooperative,
Inc. (“EKPC”) Wholesale Rate Adjustment in Case No. 2010-00167. This filing includes
the following information as required by 807 KAR 5:007:

1. The full name and filing address of the filing cooperative is: [807 KAR
5:007, Sections 1(2) and 2(2)]

Clark Energy Cooperative, Inc.
PO Box 748
Winchester, KY 40392

2. Clark Energy Cooperative, Inc. Proposed Tariffs reflecting the new rates
specifying an effective date of July 1, 2010, the effective date of EKPC’s
wholesale rate change are attached as Exhibit 1. [807 KAR 5:007, Section

2]

3. This filing is pursuant to the provisions of KRS 278.455(2). [807 KAR
5:007, Sections 1(3) and 2(2)]

4. A comparison of the current and proposed rates of Clark Energy
Cooperative, Inc. is attached as Exhibit 2. [807 KAR 5:007, Sections 1(4)
and 2(2)]

2640 Iron Works Road » PO. Box 748 « Winchester, Kentucky 40392 « Tel. (859) 744-4251 « 1-800-992-3269 « Fax (859) 744-4218
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Mr. Jeff Derouen
May 27,2010
Page 2

5. Attached as Exhibit 3 is a billing analysis which shows the existing and
proposed rates for each rate class. Clark Energy Cooperative, Inc. hereby
states that the effects of the increase in rates from its wholesale supplier,
EKPC, are being passed through to its retail tariffs on a proportional basis
and that the rate design structure proposed for each retail rate schedule
does not change the rate design currently in effect. {807 KAR 5:007,
Sections 1(5)(a), 1(5)(b), and 2(2)]

6. A certification that one complete copy of this filing has been filed with the
Office of Rate Intervention, Office of the Attorney General, is attached as
Exhibit 4. [807 KAR 5:007, Sections 1(6) and 2(2)]

7. Notice of the proposed rate change has been given, not more than thirty
(30) days prior to May 27, 2010, by publication in a newspaper of general
circulation in the affected area of Clark Energy Cooperative, Inc. A copy
of this notice is attached as Exhibit 5. [807 KAR 5:007, Sections 1(7)(b),
1(8), and 2(2)]

8. The notice attached as Exhibit 5 contains the required information

pursuant to 807 KAR 5:007, Section 3.

Clark Energy Cooperative, Inc. hereby requests that the Commission accept this
filing and allow the pass-through to its retail rates of the wholesale rate adjustment
granted to EKPC as of the effective date of such adjustment.

Respectfully submitted,
Clark Energy Cooperative, Inc.
bt 7 Ty

Robert L. Rose
Attorney Representing Coop
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4t Revision SHEET NO. 43

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO.
Name of Issuing Corporation

2
3% Revision SHEET NO. 43

CLASSIFICATION OF SERVICE

Schedule R: Residential

AVAILABILITY

Available to all residential consumers subject to established rules
and regulations of the Distributor.

CHARACTER OF SERVICE

Single phase, 60 Hertz, at available secondary voltages.

DELIVERY POINT

+he delivery point at which the secondary or utilization voltage is
provided shall be specified by the Distributor.

RATES
$12.50 Facility Charge (1)
$0.099734 per kWh for all enerxgy (1)

MINIMUM MONTHLY CHARGE

The minimum monthly charge shall be $12.50. (I)

FUEL ADJUSTMENT CHARGE

The above rate may be increased or decreased by an amount per kWh
equal to the fuel adjustment amount per kWh as billed by the
Wholesale Power Supplier plus an allowance for line losses. The
allowance for line losses will not exceed 10% and is based on a
twelve month moving average of such losses.

MATE OF ISSUE: May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
ISSUED BY: TITLE : PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170, dated
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4*® Revision SHEET NO. 45
2

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO.
Name of Issuing Corporation

3*¢ Revision SHEET NO. 45

CLASSIFICATION OF SERVICE

Schedule D: Time of-Use Marketing Service

AVAILABILITY

Available to all Rate "R" consumers for separately metered off peak
requirements subject to the established time of use restrictions.
Applicable to programs approved by the Kentucky PSC as a part of EKPC
wholesale marketing rates.

CHARACTER OF SERVICE

""ingle phase, 60 Hertz, at available secondary voltages.

DELIVERY POINT

The delivery point at which the secondary or utilization voltage is
provided shall be specified by the Distributor.

TIME OF DAY RESTRICTIONS

MONTH OFF PEAK HOURS
October thru April 10:00 P.M. To 7:00 A.M., EST
12:00 Noon to 5:00 P.M., EST
May thru September 10:00 P.M. thru 10:00 A.M., EST
RATES
L. . M
$0.06757 per kWh for all energy
DATE OF ISSUE: May 27, 2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
.SSUED BY TITLE PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served
Community, Town or City

P.S5.C. No. 2

4™ Revision SHEET NO. 47

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO. 2
Name of Issuing Corporation
3™ Revision SHEET NO. 47

CLASSIFICATION OF SERVICE

Schedule T: Outdoor lighting Facilities

AVAILABILITY

Available for general outdoor lighting facilities.

RATES
Average Average
Lamp Rating Annual Rate Annual Energy Monthly Energy
Per Lamp Use Per Lamp Use Per Lamp
400 Watt $18.82 per mo 1,848 kWh 154 kWh Q)

CONDITIONS OF SERVICE

Rates applicable only to lamps and associated appurtenances. Other
facilities required may be provided subject to the Distributor's
established contract policies and practices.

TERMS OF PAYMENT

The above charges are net and payable within ten days from the date
| of the bill.

FUEL ADJUSTMENT CHARGES

The above rate may be increased or decreased by an amount per kWh equal to the fuel adjustment
amount per kWh as billed by the Wholesale Power Supplier plus an allowance for line losses. The

DATE OF ISSUE: May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
.SSUED BY TITLE _ PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
| Case No. 2010-00170 dated

O
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4™ Revision SHEET NO. 49

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO. 2
Name of Issuing Corporation

3™ Revision SHEET NO. 49

CLASSIFICATION OF SERVICE

Schedule S: Outdoor Lighting Facilities

AVATILABILITY

Available for general outdoor lighting facilities.

RATES
Average Average
Lamp Rating MOD;ZiyLEZ;e Annual Energy Monthly Energy
—_— Use Per Lamp Use Per Lamp
| 175 Watt $10.15 per mo 840 kWh 70 kWh @

CONDITIONS OF SERVICE

1. Rate applicable only to lamps and associated appurtenances. Other
facilities required may be provided subject to the Distributor's
established policies and practices.

2. The Consumer shall execute an agreement for service under this
schedule for a period of not less than one year.

FUEL ADJUSTMENT CHARGE

The above rates may be increased or decreased by an amount per kWh
equal of the fuel adjustment amount per kWh as billed by the
Wholesale Power Supplier plus an allowance for line losses. The
allowance for line losses will not exceed 10% and is based on a
twelve month moving average of such losses.

DATE OF ISSUE: May 27, 2010 DATE EFFECTIVE: Service rendered on and after July 1. 2010
ISSUED BY TITLE __PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4™ Revision SHEET NO. 51

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO.
Name of Issuing Corporation

3*® Revision SHEET NO. 51

CLASSIFICATION OF SERVICE

Schedule E: Public Facilities

AVAILABILITY

Available to public facilities with Kilowatt (kW) demands less than
50 kW subject to established rules and regulations of the
Distributor. Not applicable to outdcocor lighting system requirements.

CHARACTER OF SERVICE

Single phase, 60 Hertz, at available secondary voltages.

ELIVERY POINT

The delivery point at which the secondary or utilization voltage is
provided shall be specified by the Distributor.

RATES
$ 16.66 Facility Charge 0y}
$ 0.10672 All kWh 1))

MINIMUM MONTHLY CHARGE

The minimum monthly charge shall be $ 16.66. ()

FUEL ADJUSTMENT CHARGE

The above rate may be increased or decreased by an amount per kWh equal to the fuel adjustment
amount per kWh as billed by the Wholesale Power Supplier plus an allowance for line losses. The

DATE OF ISSUE: May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1. 2010
ISSUED BY TITLE _ PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4™ Revision SHEET NO. 53

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO., 2
Name of Issuing Corporation

3" Revision SHEET NO. 53

CLASSIFICATION OF SERVICE

Schedule C: General Power Service

AVAILABILITY

Available for all non-residential general power requirements with
Kilowatt (kW) demands less than 50 kW subject to established rules
and regqulations of the Distributor.

CHARACTER OF SERVICE

Single or three phase, 60 Hertz, at available secondary voltages.

.ELIVERY POINT

The delivery point at which the secondary or utilization voltage is
provided shall be specified by the Distributor.

RATES

$25.47 Facility Charge-Single Phase ¢9)
$50.42 Facility Charge-Three Phase ¢))
$0.10620 Per kWh for all energy ¢))

MINIMUM MONTHLY CHARGE

The minimum monthly charge shall be $25.47 single phase and $50.42 M
for three phase service.

DATE OF ISSUE: May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1. 2010
ISSUED BY TITLE _PRESIDENT & C.E.O.
Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4 Revision SHEET NO. 56

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO. 2
Name of Issuing Corporation

3% Revision SHEET NO. 5

CLASSIFICATION OF SERVICE

Schedule L: General Power Service

AVAILABILITY

Available to all commercial and industrial consumers for general
power requirements with Kilowatt (kW) demands of 50 kW or greater but
less than 500 kW.

CONDITIONS OF SERVICE

A power contract shall be executed by the consumer for service under
“his rate schedule. The power contract shall specify a contract
-emand for minimum billing purposes of 50 kW or greater but less than
500 kwW. '

CHARACTER OF SERVICE

Limited to single or three phase, 60 Hertz, at a secondary delivery
voltage of 480 volts or less.

DELIVERY POINT

The delivery point shall be specified within the power contract.

RATES

$64.18 Facility Charge (1)

$ 6.51 per kW of billing demand (1)

$ 0.07851 per kWh for all energy (1)

NATE OF ISSUE: May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
ISSUED BY TITLE _ PRESIDENT & C.E.O.

Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served

Community, Town or City

P.S.C. No. 2

4™ Revision SHEET NO. 59

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO.
Name of Issuing Corporation

3*9 Revision SHEET NO. 59

CLASSIFICATION OF SERVICE

Schedule P: General Power Service

AVAILABILITY

Available to all commercial and industrial consumers for general
power requirements with Kilowatt (kW) demands of 500 kW or greater.

CONDITIONS OF SERVICE

A power contract shall be executed by the consumer for service under
this rate schedule. The power contract shall specify a contract
'emand for minimum billing purposes of 500 kW or greater.

CHARACTER QOF SERVICES

Limited to three phase, 60 Hertz, at a secondary of delivery voltage
specified within the power contract.

DELIVERY POINT

The delivery point shall be specified within the power contract.

RATES

$87.38 Facility Charge D
$ 6.25 per kW of billing demand @
$ 0.06829 per kWh for all energy 1))
MATE OF ISSUE: May 27. 2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
ISSUED BY TITLE __ PRESIDENT & C.E.O.

Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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For All Areas Served
Community, Town or City

P.S.C. No. 2

4™ Revision SHEET NO. 62

Clark Energy Cooperative Inc. CANCELLING P.S.C. NO. 2
Name of Issuing Corporation

3*¢ Revision SHEET NO. 62

CLASSIFICATION OF SERVICE

Schedule M: General Power Service

AVAILABILITY

Available to all commercial and industrial consumers for general
power requirements at primary delivery voltage with Kilowatt (kW)
demands of 1,000 kW or greater but less than 5,000 kW.

CONDITIONS OF SERVICE

A power contract shall be executed by the consumer for service under
“his rate schedule. The power contract shall specify a contract
.emand for minimum billing purposes of 1,000 or greater but less than
5,000 kWwW.

CHARACTER OF SERVICE

Three phase, 60 Hertz, at a delivery voltage specified within the
power contract.

DELIVERY POINT

The delivery point shall be specified within the power contract.

RATES

Demand Charge: $10.13 per kW of billing demand (1)
Energy Charge: $0.07171 per kWh for all energy (I)
DATE OF ISSUE: May 27, 2010 DATE EFFECTIVE: Service rendered on and after July 1, 2010
ISSUED BY TITLE __PRESIDENT & C.E.O.

Name of Officer

Issued by authority of an Order of the Public Service Commission in
Case No. 2010-00170 dated
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EXHIBIT 2
Page 1 0of1

The present and proposed rates structures of Clark Energy Cooperative, Inc. are listed
below:

Rate Class Present Proposed
Sch R: Residential

Facility Charge per month $12.00 $12.50
Energy charge per kWh $0.095773 $0.099734
Sch D: Time of Use Marketing

Per kWh for all energy $0.06489 $0.06757
Sch T: Outdoor Lighting Facilities (per month)

400 watt $18.07 $18.82
Sch S: Outdoor Lighting Facilities (per month)

175 watt $9.75 $10.15
Sch E: Public Facilities

Facility Charge per month $16.00 $16.66
Energy charge per kWh $0.10248 $0.10672
Sch C: General Power Service Single Phase

Facility Charge per Month $24.46 $25.47
Per kWh for all Energy $0.10198 $0.10620
Sch C: General Power Service Three Phase

Facility Charge per Month $48.42 $50.42
Per kWh for All Energy $0.10198 $0.10620
Sch L: General Power Service

Facility charge per Month $61.63 $64.18
Demand charge per kW $6.25 56.51
Energy charge per kWh $0.07539 $0.07851
Sch P: General Power Service

Facility charge per Month $83.91 $87.38
Demand charge per kW $6.00 56.25
Energy charge per kWh $0.06558 $0.06829
Sch M: General Power Service

Demand charge per kW $9.73 $10.13
Energy charge per kWh $0.06886 $0.07171
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Clark Energy

Billing Analysis

for the 12 month ending December 31, 2009

Present % of Proposed % of
Total Base Total Total Base Total
Revenues Revenues Revenues Revenues $ Increase % Increase

Schedule "R" 34,674,549 73.92% | $ 36,109,716 73.92%| | $ 1,435,167 4.14%
Schedule "D" 122,538 0.26% 127,599 0.26% 5.061 4.13%
Schedule T 160,841 0.34% 167,517 0.34% 6,676 4.15%
Schedule "S" 1,056,335 2.25% 1.099,671 2.25% 43,337 4.10%
Schedule "E" 481,005 1.03% 500,899 1.03% 19,894 4.14%
Schedule "C"; Single Phase 1,958,360 4.17% 2,039,361 4.17% 81,001 4.14%
Schedule "C-3": Three-Phase 1,516,932 3.23% 1,579,696 3.23% 62,764 4.14%
Schedule "L" 5,315,985 11.33% 5,536,245 11.33% 220,260 4.14%
Schedule "P" 851,962 1.82% 887,269 1.82% 35,307 4.14%
Schedule "M" 770,550 1.64% 802,393 1.64% 31,843 4.13%
Totals 46,909,057 100.00%| | $ 48,850,367 100.00%] | $ 1,941,311 4.14%
Total FAC Component 1,013,785 1,013,785

Total ESc Component 2,461,676 2,461,676

Total Green Power 957 957

Total Incl. Surcharges 50,385,475 $ 52,326,785 $ 1,941,311 3.85%

Clark Energy's Portion of EKPC's Wholesale Rate Increase  $ 1,940,310
Over (Under) Recovery due to Rounding % 1,001

Note: In order to appropriately match retail rates to the forecasted test year used for wholesale rates, an escalation factor was
applied to each member system's 2009 actual billing determinants. The escalation factors used in this proceeding were an
outcome of preliminary load forecast projections.
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Clark Energy
Billing Analysis

for the 12 months ended December 30, 2009

Clark :
Schedule “R"
[2009 Billing Escalation Escalated Present Actual "Proposed Doflar Percent Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
[§) (3] Gy=(17(2) 4) (5Y=((4)"(3) Base Rates (6) =67 (3) ) (8) Base Rates
Customer Charge 290,649 1.31% 294,457 $ 12.00 $ 3,533,478 10.19% | & 1250 §$ 3,680,706 $ 147,228 10.19%
Energy Charge per kWh 310,292,026 4.79% 325,155,014 $ 0.095773 31,141,071 89.81%1% 0.099734 32,429,010.2 1,287,939 89.81%
Billing Adjustments - - -
Total from Base Rates 34,674,549 100.00% 36,109,716.4 1,435,167 4.14% 100.00% |
Plus Fuel Adjustment 793,918 793,918.0 -
Plus Environmental Surcharge 1,843,623 1.843,623.0 -
Green Power 957 957.0 -
Total Revenues $ 37,313,047 $ 38,748,214 $ 1435167 § 1.435,167
Average $ 126.72 $ 13159 3§ 4.87
Percent 3.85%!
Clark
Schedule "D”
2009 Biling Escalation Escalated Present Actual Proposed Dollar Percent Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
™ [#3) BFOTrE @ [E(CRE) Base Rates ()] 7=6r @) @ ® Base Rates
Number of Bills 2,840 1.31% 2,877 $ - § - $ - $ -
Energy 1,802,075 4.79% 1,888,394 § 0.06489 122,538 100.00%}f$ 0.06757 127,599 5,061 100.00%
Billing Adjustments - - -
Rev from Bases Rates 122,538 [ 100.00%| 127,599 5,061 413% 100.00%
FUEL 6,685 6,685 -
ESC 57 57 -
TOTAL REVENUE $ 129,280 3 134,341 % 5,061 3.91%
Average $ 44,93 $ 46.69 3 1.76
Percent 3.91%
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Clark Energy
Billing Analysis
for the 12 months ended December 30, 2009

Clark
Schedule T
[2609 Billing Escalation Escalaled Present Actual Proposed Dollar Percent “Proposed |
Determinants % Biling Determinants. Rate Revenues Comp % of Rate Revenues increase Increasa Comp.% of |
[§)) 2) (ORI [&)] (5)={(9)(3) Base Rates ()] (7)1=(6Y(3) 7 (8) Base Rates
200 WATT - 0.00% - 3 - $ - § - $ - $ -
300 WATT - 0.00% - - - - - -
400 WATT 8,901 0.00% 8,901 $ 18.07 160,841 100.00%] $ 18.82 167,517 6,676 100.00% |
Billing Adjustments - e - | :
Rev from Bases Rates 160,841 100.00% 167,517 6,676 4.15% 100.05%
FUEL 2,752 2,752 -
ESC 3,143 3,143 -
TOTAL REVENUE $ 166,736 173,412 6,676
Average $ 18.73 S 1948 § 075
Percent 4.00%
Clark
Schedule "S"
2009 Billing Escalation Escalated Present Actual Praposed Dollar Percent | Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
m [¢3) BT @) @ [GE(GNE] Base Rates ® 7=V (3) (@) () Base Rates
Customer Charge (Lamp Charge) 108,342 0.00% 108,342 $ 9.75 § 1,056,335 100.00% $10.15 § 1,099,671 § 43,337 100.00%
Energy Charge per kWh 7.576,576 0.00% 7,576,576 - - $ - - - |
Billing Adjustments - - -
Total from Base Rates 1,056,335 100.00% 1,099,671 43,337 4.10% 100.00%
Plus Fuel Adjustment 15,199 15,199 -
Plus Environmentat Surcharge 3,057 3,057 -
Total Revenues $ 1,074,591 $ 1,117,927 3 43,337
Average $ 9.92 $ 1032 § 0.40
Percent 4.03%|
Clark
Schedule "E”
2009 Billing Escalation Escalated Present Actual Proposed Oollar Percent | Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Révenues Increase Increase Comp.% of
m [#)) G=(1Y @) [C}] (53=((4)"(3) Base Rates ®) (7=E)(3) (4] (8) Base Rates
Customer Charge 3,527 0.00% 3,527 § 16.00 $ 56,432 11.73%| $ 1666 $ 58,760 § 2,328 11.73%
Energy Charge per kWh 3,845,709 7.73% 4,142,982 $ 0.10248 424,573 88.27%1 % 0.10672 442,139 17,566 88.27%
Billing Adjustments - - -
Total from Base Rates 481,005 700.00% 500,899 19,894 —  4.14%] 100.00%
Plus Fuel Adjustment 9,452 9,452 -
Plus Environmental Surcharge 25,802 25,802 -
Total Revenues $ 516,259 $ 536,153 § 19,894 $ 19,894
Average $ 146.37 $ 152.01 § 5.64
Percent 3.85%
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Clark Energy

Billl

ng Analysis

for the 12 months ended December 30, 2009

Clark
tSchedule "C": Single Phase
[2003 Biling Escalation Escalaied Present ~ Actual Proposed Dollar Percent Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
[§}] 2) ECEOYE) 4) (5)=((4)°(3) Base Rates © {N=6Y(3) {7 (8) Base Rates
Customer Charge 16,742 1.27% 16,955 $ 2446 $ 414,710 21.18%| $ 2547 § 431,834 § 17124 21.17%]
Energy Charge per kWh 14,050,673 7.73% 15,136,790 $ 0.10198 1,543,650 78.82%| % 0.10620 1,607,527 63,877 78.83%
Billing Adjustments - - -
Total from Base Rates 1,958,360 700.00% | 2,039,361 81,001 414% 100.00% |
Plus Fuel Adjustment 32,605 32,605 -
Plus Environmental Surcharge 195,122 195,122 -
Total Revenues 5 2,186,087 $ 2,267,088 § 81,001
Average $ 128.94 $ 133.72 % 4.78
Percent 3.71%
Clark
Schedule “C-3": Three-Phase
2009 Billing Escalation Escalated Present Actual Proposed Dolfar Percent Propased
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
[EV I (2) @1 (2) @y (5)=({4)"(3) Base Rates (6) {7N=(6)"(3) [€2) @ Base Rates
Customer Charge 2,050 1.27% 2,076 $ 4842 $ 100,522 6.63%] $ 5042 $ 104,674 $ 4,152 6.63%
Energy Charge per kWh 12,892,512 7.73% 13,889,103 $ 0.10198 1,416,411 93,37%( % 0.10620 1,475,023 58,612 93.37%
Demand Charge - - - 3 - - 0.00%1 % - - - 0.00%
Billing Adjustments - - -
Total from Base Rates 1,516,932 100.00% 1,579,696 62,764 4,14% 700.00% |
Plus Fuel Adjustment 27,466 27,466 -
Plus Environmental Surcharge 88 88 -
Total Revenues E] 1,544,486 $ 1,607,250 $ 62,764
Average $ 743.96 $ 77419 3 30.23
Percent 4.06%
Clark
Schedule "L"
2009 Billing Escalation Escalated Present Actual Proposed Dollar Percent - Proposed
Determinants % Billng Determinants. Rate ~ Revenues Comp % of Rate Revenues Increase Increase Comp.% of
[€)) (2) B1=(1)(2) 4) B)=((4)*(3) Base Rates (6) (7)=(6Y(3) (4] ®) Base Rates
Customer Charge 1,324 1.27% 1341 § 61.63 $ 82,634 1.55%| $ 64.18 3 86,053 § 3,419 1.55% |
Energy Charge per kWh 49,552,971 7.73% 53,383,416 § 0.07539 4,024,576 75.71%| $ 0.07851 4,191,132 166,556 75.70%
Demand Charge 193,404 0.00% 193,404 $ 6.25 1,208,775 22.74%| $ 6.51 1,259,060 50,285 22,74%
Billing Adjustments - - -
Total fram Base Rates 5,315,985 700.00% | 5,636,245 220,260 4,14% 100.00%
Plus Fuel Adjustment 103,915 103,915 -
Plus Environmental Surcharge 296,222 296,222 -
Total Revenues $ 5,716,122 $ 5936382 § 220,260
Average $ 4,263 $ 4,427 $ 164.27
Percent 3.85%
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Clark Energy
Billing Analysis
for the 12 months ended December 30, 2009

Clark
{Schedule "P"
(2008 Billing Escalation Escalated Present Actual’ Proposed — Dollar Percent Toposed
Determinants % Billng Determinants. Hate Revenues Comp%of | Rale Revenues Increase Increase Comp.% of
(€3] 2 “(3=1)(2) [C)) (G)=((4)°(3) Base Rates {6) (7)=(6)"(3) (7) {8) Base Rates
Customer Charge 48 1.27% 49 $ 8391 § 4,079 048%1 % 8738 § 4282 § 203 0.57%
Energy Charge per kWh 9,261,900 7.73% 9,977,845 § 0.0656 654,347 76.80%]$ 0.08829 681,387 27,040 76.80%
Demand Charge 32,258 0.00% 32,256 $ 6.00 193,536 22.72%| $ 6.25 201,600 8,064 22.72%
Billing Adjustments - - -
Total from Base Rates 851,962 100.00% 867,269 35,307 A4.14% 100.09% |
Plus Fuel Adjustment 14,742 14,742 -
Plus Environmental Surcharge 49,090 49,090 -
Total Revenues $ 915,794 $ 951,101 $ 35,307
Average $ 18,840 8 19566 $ 726.33
Percent 3.86%
Clark
Schedute “M"
2003 Biling Escalation Escalated Present Actual’ Proposed Dollar Percent Proposed
Determinants % Billng Determinants. Rate Revenues Comp % of Rate Revenues Increase Increase Comp.% of
[4}] {2) G (2) 4) (5)=((4)*(3) Base Rates (6) {71=(6Y(3) {7) {8) Base Rates
Customer Charge 12 0.00% 12 8 - $ - 3 - $ - 3 - ]
Energy Charge per kWh 8,584,872 0.81% 8,654,409 § 0.06886 595,942.64 77.34%1$ 0.07171 620,608 24,665 77.34%
Demand Charge 17,840 0.59% 17,945 ¢ 9.73 174,607.34 22,66%| $ 10.13 181,785 7,178 22,66%
Billing Adjustments - - -
Total from Base Rates 770,549.98 100.00% 802,393 31,843 4,13% 100.00%
Plus Fue! Adjustment 7.051.00 7,054 -
Pius Environmental Surcharge 45,472.00 45,472 -
Total Revenues 3 823,073 rounding $ 854,916 § 31,843
Average $ 68,589 $ 71,243 § 2,653.60
Percent 3.87%
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EXHIBIT 4
Page 1 of1

CLARK ENERGY COOPERATIVE, INC.

CASE NO. 2010-00170

I, Ann F. Wood, hereby certify that one complete copy of the materials filed with the

Kentucky Public Service Commission has been sent to the Office of Rate Intervention,

Office of the Attorney General.

Ant'F. Wood
East Kentucky Power Cooperative, Inc.

Subscribed and sworn before me on this 27th day of May, 2010.

Z%wn - illoyin

Notarleic U

MY COMMISSION EXPIRES NOVEMBER 30, 2013
NOTARY ID #409352
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EXHIBIT 5
Page 1 of 2

NOTICE OF PROPOSED RATE CHANGE

In accordance with the requirements of the Public Service Commission of the Commonwealth of
Kentucky as set forth in 807 KAR 5:007, Section 3, of the Rules and Regulations of the Public
Service Commission, notice is hereby given to the member consumers of Clark Energy
Cooperative, Inc. of a proposed rate adjustment. An Application for Approval of Adjustment to
Rates will be filed with the Public Service Commission on May 27, 2010, Case No. 2010-00170.
The rates are being revised to reflect a change in wholesale rates pursuant to KRS 278.455(2).
This adjustment will result in a general rate increase to the member-consumers of Clark Energy
Cooperative, Inc. The amount and percent of increase by rate class are listed below.

Rate Class Increase

Sch R: Residential $1,435,167
Sch D: Time of Use Marketing $5,061
Sch T: Outdoor Lighting Facilities $6,676
Sch S: Outdoor Lighting Facilities $43,337
Sch E: Public Facilities $19,894
Sch C: General Power Service Single Phase $81,001
Sch C: General Power Service Three Phase $62,764
Sch L: General Power Service $220,260
Sch P: General Power Service $35,307
Sch M: General Power Service $31,843

Percent
3.85%
391%
4.00%
4.03%
31.85%
3.71%
4.06%
3.85%
3.86%
3.87%

The effects of the proposed rates on the average monthly bill by rate class are listed below:

Rate Class $ Increase
Sch R: Residential $4.87

Sch D: Time of Use Marketing $1.76
Sch T: Outdoor Lighting Facilities $0.75

Sch S: Outdoor Lighting Facilities $0.40

Sch E: Public Facilities $5.64
Sch C: General Power Service Single Phase $4.78

Sch C: General Power Service Three Phase $30.23
Sch L: General Power Service $164.27
Sch P: General Power Service $726.33
Sch M: General Power Service $2,653.60

% Increase
3.85%
391%
4.00%
4.03%
3.85%
3.71%
4.06%
3.85%
3.86%
3.87%

The present and proposed rates structures of Clark Energy Cooperative, Inc. are listed below:

Rate Class Present
Sch R: Residential

Facility Charge per month $12.00
Energy charge per kWh $0.095773

Sch D: Time of Use Marketing
Per kWh for all energy $0.06489

Proposed

$12.50
$0.099734

$0.06757



Rate Class
Sch T: Outdoor Lighting Facilities (per month)

400 watt
Sch S: Outdoor Lighting Facilities (per month)
175 watt
Sch E: Public Facilities

Facility Charge per month

Energy charge per kWh
Sch C: General Power Service Single Phase
Facility Charge per Month

Per kWh for all Energy
Sch C: General Power Service Three Phase
Facility Charge per Month

Per kWh for All Energy
Sch L: General Power Service

Facility charge per Month

Demand charge per kW

Energy charge per kWh
Sch P: General Power Service

Facility charge per Month

Demand charge per kW

Energy charge per kWh
Sch M: General Power Service

Demand charge per kW

Energy charge per kWh

Present
$18.07
$9.75

$16.00
$0.10248

324.46
$0.10198

348.42
$0.10198

361.63
$6.25
$0.07539

$83.91
$6.00
$0.06558

$9.73
$0.06886
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EXHIBIT 5
Page 2 of 2

Proposed
$18.82

$10.15

$16.66
$0.10672

$25.47
$0.10620

$50.42
$0.10620

$64.18
$6.51
$0.07851

$87.38
$6.25
$0.06829

$10.13
$0.07171

The rates contained in this notice are the rates proposed by Clark Energy Cooperative, Inc.
However, the Public Service Commission may order rates to be charged that differ from the
proposed rates contained in this notice. Such actions may result in rates for consumers other than

the rates in this notice.

Any person may examine the rate application at the main office of Clark Energy Cooperative, Inc

at the following address:

Clark Energy Cooperative, Inc.

2640 Iron Works Road
Winchester, KY 40391

(859) 744-4251

www.clarkenergy.com

Any person may also examine the rate application at the office of the Public Service Commission,
211 Sower Boulevard, Frankfort, Kentucky.




