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� Introduction-Board Chairman Dennis 
Esaki

� Situational review-CFO David Bissell
� Ratemaking considerations for  KIUC
� Process and timing of application
� Wrap-up and Q& A-President and CEO 

Randall Hee
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� Sales have decreased
� 2008 sales down 3% to PY
� Q4 2008 vs. Q4 2007 down 9% 
� Jan &  Feb 2009 sales 7% below pr ior  year   

� Economic downturn likely hasn’ t hit bottom 

� Non-utility generation from PV and distr ibuted 
generation impacting sales by around 2%

� 5% decrease in sales equates to approximately 
$2.5M reduction in margin
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� Decline in sales sharp in Q4 2008
Total kWh Sold
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� KIUC earns an incentive that is tied to 
efficient operation of our  generating plants.  
This incentive increases as fuel pr ices go up.  
Now that pr ices are falling our  revenues are 
also falling

� Fuel pr ices decreased sharply (50%+) in Q4 
08 and remain down in 2009 

� Each 10% decrease in fuel pr ice results in 
$0.5-$1.0M decrease in margin 
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� KIUC’s lender  requires KIUC to 
maintain a Times Interest Earned Ratio 
(TIER) of 1.25 or  better  for  2 out of 3 
years which reflects minimum net 
margin of $2.5M
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� Key financial indicator  for  Coops 

� Measure of our  ability to pay our  debt

� TIER is used as key factor  for  establishing 
return level for  regulated coops

� Formula:

(Interest Expense + Margins)
(Interest Expense)

TIER =
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� Key I tems:
� Total Revenue $135 M
� Margin $4.7M
� TIER 1.49

� 2009 budget reflects 1.5% sales increase from 2008; 
through February actual sales are 7% below 
budget

� Fuel pr ice budgeted at 35% below 2008 levels; 
actual pr ice is 24% below budgeted level and 50% 
below 2008 level
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� Key I tems:
� Total Revenue $124 M
� Margin $555k
� TIER 1.06

� Reflects 10% sales increase from 2008

� Fuel pr ice at 30% below 2008 levels



12

$��� 
 ��� � 
 ��� �  �� %$��� 
 ��� � 
 ��� �  �� %&&) �� �� �) �� �� �

� Rate adjustment needed as soon as possible

� KIUC must meet TIER in 2010 in order  to 
meet 2 out of 3 year  RUS requirements

� Plans to file rate case with PUC in May 

� Any rate adjustments can take up to 11 
months to be approved and become effective 
once the request is submitted to the PUC
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� Board desires rates that are as transparent as possible 
for  its member/owners

� Current generation efficiency incentive and fuel costs 
in base rates makes it difficult for  members to 
understand rates

� Stabilize our  financial per formance by decoupling fuel 
pr ices from margins

� Member governance and ownership provide sufficient 
incentive to minimize fuel costs and rates
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� Revenue requirement study
� 2010 forecast based
� Load forecast
� Depreciation study
� Adjustments (acquisition premium, rate 

case costs)
� Required TIER 

� EMP analysis
� Benchmarks from RUS and CFC
� Survey of Regulated Cooperatives
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� Load research study
� Looks at which classes of customers dr ive 

costs
� Cost of service study

� What are the costs to provide energy and 
capacity for  each customer class

� Rate design
� How do we establish rates to collect the 

appropr iate revenue from each rate class 
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� Customer and sales levels
� Operating and capital costs
� Load research and var ious assumptions

Utility information

Rate recommendation

Check adequacy
of rates

Revenue requirements

Rate design

Cost-of-service analysis

Board Input
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� Long term financial outlook
� Reviews and establishes TIER requirements 

to meet var ious targets:
� Relative equity and debt levels
� Capital credit rotations 
� Debt financing options 
� Necessary cash balances 

� Key output includes estimation of necessary 
rate adjustments over  time to meet financial 
targets
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� Covenant requirement:  TIER > 1.25

� CFC median level:  TIER = 2.20 to 2.33

� KIUC 2008 TIER = 1.96

� KIUC 2009 Budgeted TIER = 1.49

� KIUC 2010 Test Year  TIER = 1.06
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� No covenant requirements

� RUS/CFC targets:  Equity ratio > 27% to 
30%

� CFC median level:  Equity ratio = 47% to 
49%

� KIUC 2008 Equity ratio = 15%



20

� �� � �� � " � �' 
� 6� � ��� � � �� �� � �� � " � �' 
� 6� � ��� � � �

� Forecast:
� Total Revenue $124 M
� Margin $555,000
� TIER 1.06

� Additional revenue to achieve 2.0 TIER 
is approximately $12 M or  10% over  
forecast
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� Review initial Cost-of Service Study and 
final draft Depreciation Study in March

� Review proposed 2010 Revenue 
Requirements and final 2010 Cost-of-Service 
analysis in Apr il

� Seek to address rate design and other  issues 
(such as HCEI agreement items) dur ing rate 
case proceeding

� Final review and resolution Apr il 28th
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� We will make a special effor t to keep 
everyone informed and get input from 
our  members, including member 
meetings, public hear ings, newsletter , 
media, and the website
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