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� KIUC needs to increase revenue by about 
10.5%

� Position KIUC financially to obtain goal of 
50% of its power from renewables

� Clear  &  transparent rates

� Eliminate ERAC incentive

� Bill round-up to assist members facing 
financial hardships
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� Sales have decreased
� 2008 sales down 3% from pr ior  year
� Q4 2008 vs. Q4 2007 down 9% 
� Q1 2009 sales 8% below pr ior  year   

� Economic downturn likely hasn’ t hit bottom 

� 5% decrease in sales equates to 
approximately $2.5M reduction in margin
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� KIUC earns an incentive that is tied to 
efficient operation of our  generating plants

� Incentive decreases as fuel pr ices go down

� Fuel pr ices are falling so revenues are falling

� Each 10% decrease in fuel pr ice results in 
$0.5-$1.0M decrease in margin 
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� Revenue $124M

� Margin $815k

� Times Interest Earned Ratio 1.09 
(TIER) 

� 10% sales decrease from 2008

� Fuel pr ice at 30% below 2008 levels

� Reduced depreciation expense of $2.8M



7

. �, � ��� � � �
 �� /�� � � � � �� ��� � 
. �, � ��� � � �
 �� /�� � � � � �� ��� � 


� 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 = 1.09
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� Or iginally planned to file rate case by end of 
2009

� Economic conditions result in need to file 
ear lier  to:
� stabilize financials
� position KIUC for  shift to renewable 

generation
� address revenue requirement
� maintain industry standard TIER 

requirements  
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� Last rate increase in 1996 under  pr ior  
for -profit owners
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� Increase revenue requirement by 10.5%

� Remove efficiency incentive in ERAC to 
recover  only fuel and purchase power  costs

� Remove 25% capital credit return 
requirement (future credits at Board 
discretion)

� Implement round-up tar iff program
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� Board and/or  HCEI issues are currently being 
reviewed and are expected to be addressed at a 
later  date following the revenue increase, either  
as par t of this filing or  in subsequent filings

� Feed-in tar iff
� NEM
� Schedule Q
� Decoupling
� Green rates
� L ifeline rates
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� Revenue increase of approximately 10.5% 
necessary

� Preliminary study indicates residential rates 
are below actual cost of service

� Other  rate classes are closer  to cost of service
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� With a 10.5% increase, an average 
residential bill (500 kWh) would increase 
$16 per  month from $155 to $171

� Under  the new rates KIUC will no longer  
earn the incentive premium on fuel costs

� I f average fuel costs r ise $100
� Under  existing rates, KIUC collects $110
� Under  new rates KIUC collects $100
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� Financial forecast for  years 2009-2018

� Sales forecast

� Capital expenditures projected

� Borrowing needs and equity levels 

� Adequate TIER ratios  

� Includes revised depreciation rates
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� Goal is to make sure the rate increase is not 
too much or  too little

� Revenue request is appropr iate to suppor t 
financial projections

� Timing of future rate cases is reasonable

� Future margins and equity levels are within 
industry norms
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� $305M generation investment based on modified 
Integrated Resource Plan 

� $75M for  17.4 MW Combined Cycle Combustion 
Turbine on line 2012
� Multi-fuel capable unit, including biodiesel
� CO2 emission reductions of up to 28,000 tons 

annually
� Savings of 1.7M gallons of diesel fuel annually
� Projected efficiency savings dur ing EMP greater  

than cost of project*

� $160M for  20 MW biomass plant on line in 2015
* KIUC Clarification 4-22-09 – Total savings derived from displaced diesel fuel cost savings and savings from utilization of less costly Naphtha 
fuel options
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� $70M for  11 MW of hydro electr ic on line by 2015

� 5 MW of Photo Voltaic systems installed between 
2010 and 2014
� via Purchase Power Agreements
� $40M solar  investment 

� Assumes 6.4 MW Green Energy plant on line by 
end of 2010

� Bottom L ine: EMP generation plan achieves 50% 
renewable by 2015
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� Rate cases needed in 2010, 2012, 2015 for  
new generation

� New generation reduces exposure to oil 
pr ice volatility

� By 2018 diesel fuel pr ices projected to 
increase by 90%+

� KIUC rates projected to increase only 30% 
dur ing this per iod
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� File in first half of 2009

� New rates likely in first half of  2010

� Steps to file and process rate case
� Extensive work by Staff and Consultants to prepare 

and file case for  review
� Review by management
� Review by Board
� Case Filed with Commission
� Public Hear ing
� Investigation by Consumer Advocate
� PUC review and decision
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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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