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KIUC needsto increaserevenue 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 membersfacing
financial hardships
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Sales have decreased
2008 sales down 3% from prior year
Q4 2008 vs. Q4 2007 down 9%
Q1 2009 sales 8% below prior year

Economic downturn likely hasn’t hit bottom

5% decreasein sales equatesto
approximately $2.5M reduction in margin




KIUC earnsan incentivethat istied to
efficient operation of our generating plants

| ncentive decreases asfuel prices go down
Fuel pricesarefalling so revenues arefalling

Each 10% decreasein fuel priceresultsin
$0.5-$1.0M decreasein margin




Cents per kWh
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Revenue $124M
Margin $815k

Times |Interest Earned Ratio 1.09
(TIER)

10% sales decr ease from 2008
Fuel price at 30% below 2008 levels
Reduced depreciation expense of $2.8M
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Covenant requirement: TIER > 1.25
CFC medianlevel: TIER =2.20t02.33

KI1UC 2008 TIER = 1.96
K1UC 2009 Budgeted TIER = 1.49
K1UC 2010 Test Year TIER = 1.09







Originally planned to filerate case by end of
2009

Economic conditionsresult in need to file
earlier to:

stabilize financials

position KIUC for shift to renewable
generation

address revenue requirement

maintain industry standard TIER
requirements




Last rateincreasein 1996 under prior
for-profit owners
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| ncrease revenue requirement by 10.5%

Remove efficiency incentivein ERAC to
recover only fuel and purchase power costs

Remove 25% capital credit return
requirement (futurecreditsat Board
discretion)

| mplement round-up tariff program
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Board and/or HCEI issuesare currently being
reviewed and are expected to be addressed at a
later date following the revenueincrease, either
as part of thisfiling or in subsequent filings

Feed-in tariff

NEM

Schedule Q

Decoupling

Green rates

Lifelinerates
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Revenue increase of approximately 10.5%
necessary

Preliminary study indicatesresidential rates
ar e below actual cost of service

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

Under the new rates KIUC will no longer
ear n theincentive premium on fuel costs

|f average fuel costsrise $100

Under existing rates, KIUC collects $110
Under new rates KIUC collects $100
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Financial forecast for years 2009-2018
Sales for ecast

Capital expenditures projected
Borrowing needs and eguity levels
Adequate TIER ratios
Includesrevised depreciation rates
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*1 %, 5 %

Goal Isto make suretherateincreaseis not
too much or too little

Revenue request Isappropriateto support
financial projections

Timing of futurerate casesisreasonable

Future margins and equity levelsare within
Industry norms
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$305M generation investment based on modified
| ntegrated Resour ce Plan

$75M for 17.4 MW Combined Cycle Combustion
Turbineon line 2012
Multi-fuel capable unit, including biodiesdl
CO2 emission reductions of up to 28,000 tons
annually
Savingsof 1.7M gallons of diesel fudl annually

Projected efficiency savingsduring EMP greater
than cost of project*

$160M for 20 MW biomass plant on linein 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 18
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$70M for 11 MW of hydro electric on line by 2015

5 MW of Photo Voltaic systemsinstalled 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 Line: 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 exposureto oil
pricevolatility

By 2018 diesel fudl pricesprojected to
Increase by 90% +

KIUC ratesprojected to increase only 30%
during thisperiod
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Filein first half of 2009
New rateslikey in first half of 2010

Stepsto fileand processrate case

Extensive work by Staff and Consultantsto prepare
and file casefor review

Review by management

Review by Board

Case Filed with Commission

Public Hearing

| nvestigation by Consumer Advocate
PUC review and decision
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Utility infor mation
Customer and sales levels

Operating and capital costs
L oad research and various assumptions
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Revenue requirements

Check adequacy _ _
of rates
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Rate recommendation
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