CHAIRMAN’S REPORT 2010

HEADLINE: The Arctic Ocean is warming up, icebergs are growing scarcer and in some places the seals are finding the water too hot. Dated Nov 22, 1922. HEADLINE: The discoveries of changes in the sun’s heat and southward advance of glaciers in recent years have given rise to the conjectures of the possible advent of a new ice age. Sep. 10, 1923

HEADLINE: Civilization will end within 15-30 years unless immediate action is taken against problems facing mankind. We are in an environmental crisis which threatens the survival of our planet. Earth Day, 1970
HEADLINE: The U.S. and Russia are mounting large scale investigations to determine why the Arctic climate is becoming more frigid and whether the extent of greater ice cover contributes to the onset of ice-ages. July 18, 1970
I could go on and on, but you get the drift. Climate change is just that; it changes. Always has and always will. Despite the warnings of “experts” at the time, mankind has managed to survive and to thrive. So good in fact that the population of the world is predicted to rise 50% by the year 2050, from 6 billion in 2010, to 9 billion people. There in lies I think, one of humankind’s major “crisis,” but that issue can be discussed at another time. The issue at this time, or as many pundits scream, the crisis, of global warming and the ensuing legislation is what I want to touch on again tonight. 

The best computer models cannot predict the accurate effects of man’s actions on the environment, good or bad. These models only produce assumptions based on the information input by the people sitting at the keyboard.  Computer models, many of which these dire predictions are based on, can be altered. Remember the old saying, garbage in—garbage out.  And now we have “climategate”. Yet, the whole debate on global warming and the ensuing taxes and proposed regulations on fossil fuels are premised on these assumptions. Realizing we cannot accurately predict man’s effects on the environment, we can, with almost certainty, predict the dollar costs, and the resultant effects it will render to the economy as we know it, and they are staggering. 

 Much of what has been reported lately by many news outlets and by our own govt. plays largely on our emotions. Guilt and fear are very strong emotions. There should be guilt for all the accomplishments we, as Americans, have worked for and realized. There should be guilt that we Americans were innovative enough to utilize our resources that improved our lives and standard of living. There needs to be fear. Fear, that our actions before and now, may cause future generations to simply vanish. Quite frankly, this approach angers many hard working Americans, like you and I. 
What has been accomplished by our ancestors and ourselves over the years should be celebrated and emulated by others throughout the world. We have greatly improved our lives. Feel guilty about that, NO! Do we fear that the future is diminished, NO! What guilt we feel in the utility business is that we couldn’t get the real story out on our energy legacy and in by not doing so, we now  face onerous legislation that could and quite frankly will, cripple this country.  What fear we in the electric and manufacturing sector, and in our own lives, is the inevitable cost of environmental legislation and regulation and the nightmarish bureaucracy it will surely bring.  I stand before you this evening and state, based on reality not on assumptions, that if this energy bill or any version thereof, is passed into law, we all will regret it for generations to come. It may be a Pollyanna view by us, but this legislation must just go away, period. The reality of these bills is the real cost is in dollars, the exploding of bureaucracy, the lowering of our standard of living, with the inevitable loss of productivity, and the large uncertainty that any of these changes will have any meaningful effect on our environment 

I made reference to two areas of great concern to the utility industry, legislation and regulation. In regards to legislation, the house bill H.R. 2454, sponsored by H. Waxman (Ca.) and Ed Markey (Ma.) or the American Clean Energy and Security Act of 2009, passed with a 219-212 approval, on June 26, 2009. As I looked at the demographics of who voted aye or nay, I was taken aback. Literally, all the aye votes came from the coasts, mainly New York, MA., NJ, CT, some of CA., also, heavy urban areas such as Chicago. Almost all votes were down party lines. This 1428 page bill, if approved by the senate as is, would create some 1500 new regulations and involve 21 federal agencies. Why in the world would any sane individual vote for such a bureaucratic laden, ill conceived, regulatory nightmare. This bill was introduced May 15, 2009 and passed June 26, 2009. 41 days!! This bill was literally not even off the printers when the vote was taken. A very complicated and complex bill with such dire consequences, passed in 41 days. This however is spilt milk. Our main focus must now be with our Senators. This bill will be debated in the Senate, and they will make the ultimate decision, but if the Senate proposal even remotely resembles the house version, God help us. And if I didn’t scare you enough with this scenario, one even scarier is if the Congress throws up its hands and turns this whole issue of regulation over to the EPA. The EPA has already issued “findings” that greenhouse gas emissions threaten the public health and welfare. In other words, they will be given free rein to regulate the coal industry and other fossil fuel entities right out of business. Duane Noland of the AIEC will give us more information on this subject in a little bit. 
This whole cap and trade issue being debated is in reality a shakedown of fossil fuel producers and users. I keep reading that the only people pushing for the defeat of this bill or likeness there of, are special interest groups, you know, big oil and coal companies. NOT!! If you look at the map of representatives who voted against the Waxman-Markey bill, you will see the vast area of the U.S. who voted nay. On the subject of “special interest”, this phrase is used often and notoriously to describe opponents of this bill. Well guess what, you and I and any other entity that uses fossil fuels to run their homes and businesses is now a special interest. Think about that.  The very people who helped build this country, the farmers, small business owner, the hard working entrepreneurs who used the resources that this country provided i.e. coal, oil, and natural gas, are now labeled “special interest”. Look again at the map of those who voted for this bill, and tell me who the special interest is? 
As I have stated, the senate will begin debate on their version of this bill in the near future. As of now, the sponsors will be Kerry( Mass.), Lieberman ( Conn), and Graham(S.C.). Their bill would phase in mandatory greenhouse gas limits, starting with the electric utilities, then manufacturers, then transportation. Ouch, ouch, and ouch!! No matter how you title it, cap and trade, cap and dividend, cap and schmap, this will be a tax!! We will pay for it. Estimates are 300-400 billion dollars per year, or 3000 dollars per household per year throughout the U.S.  And I suspect, those of us in the Midwest who rely on coal for generation, these costs will be much higher. For example, according to this bill, if our power supplier, SIPC, in which we are part owner, were taxed a modest $30/ ton of greenhouse gas emitted, SIPC would have to spend over 9 million extra dollars per year to buy these credits.  By 2020 the cost goes up to 20 million dollars. That is over 25% of our fuel budget.  In reality, our power costs, your monthly, bill will go up accordingly or SIPC will go bankrupt as will other coal fired plants.  As I have said before, here in the Midwest and especially here in southern Illinois, we are coal. It fuels the generators that provide the affordable electricity to run our businesses and homes. It is our most readily available, most abundant, fuel resource we have, and its right here. Admittedly, it is inherently dirtier than say nuclear, but we have made great strides in mitigating its effects on the environment.  On the subject of nuclear generated power, which is drawing a lot of attention lately, they are virtually emission free. The main problem with nuclear is what to do with the spent fuel rods. There still is no good program in place to permanently dispose of the waste. That’s a huge problem. At last notice, Yucca Mountain Nev. has been taken off the radar for a disposal site. That was to date the leading site that had potential. In order for nuclear to gain market share, a disposal plan has to be in place.   
Coal and nuclear, along with natural gas make up the majority of base load power. As I have said in the past, an affordable, reliable electric power system needs base load generation. Solar, wind, and other alternatives can be a part of the overall mix as intermediate sources but they cannot replace or become base load generation. 
Rewards and risks. The risks of coal are the amounts of airborne pollutants and waste sludge left after the coal has been burned. But most plants are now retrofitted with emission controls, i.e., scrubbers, catalytic converters, precipitators, air filtration bags, etc. Our own SIPC, now has the ability to run the waste sludge through a forced oxidation system to convert this waste into a usable product. These emission issues are being dealt with because there are proven, somewhat efficient and affordable means of doing this.  In regards to carbon capture, there are “no” efficient, affordable ways.  And by the way, one needs only to take a short trip down to our coal fired plant at Lake of Egypt to see how a power plant and communities can co-exist. The plant sits right beside a 2300 acre cooling lake, that also serves as a fishing and recreational destination for many people. Homes are built all along the coastline, and the Lake of Egypt Water District draws its water from the lake. Yet many are lead to believe that “dirty coal” creates a dead zone all around it.

The reward is a domestic fuel source that provides affordable, reliable, and long term power. Let me reiterate, coal and natural gas are “domestic” fuel sources. Part of the debate on this energy bill is the need to rid ourselves of the dependence on “foreign oil”, yet the energy sectors that will be hurt the most by this legislation, are domestic sources of energy.  Why has this latest environmental crisis created so much more attention than in previous times? I think the reason is media. There are so many more ways to reach people than were in the past. We have the internet, 24 hour news channels, magazines, etc., etc., etc. All are vying for our attention, and the way to capture our query is headlines. Oh, and throw in a beautiful actor or actress playing on our guilt, and voila, you have a story. It more than likely is all hogwash, but hey, who can take their eyes off that beautiful blonde.  Meaningful dialogue has become a thing of the past. I’ve yet to see a business man or woman on these shows pointing out the fallacies of this debate. If there were one, you can bet they would be vilified or depicted as satan himself.  So the only pathway left to defeat this bill is through our senators. Our energy, our Future program is one of our best vehicles to get our thoughts and wishes to our elected legislators. Fill out that card and send them in. Keep sending them until our voice is heard. We have to continue to believe that we as one voice can still make a difference.   
Our government has to realize it cannot legislate, it cannot regulate, it cannot tax this country back into prosperity. It has to come from the people. Our govt. needs to once again become the referee, not the player. For example, in a game, say basketball or hockey, you really don’t notice the good referees. Why, because they have instructed the players and coaches of the rules, they are consistent in their calls, and most importantly, they let the players play. In the case of our govt., Washington needs to set some achievable boundaries and rules, consistently enforce those rules, and then get the hell out of the way. Let the American spirit of hard work, innovation and entrepreneurship once again thrive.

If you take nothing else away from my ramblings tonight, at least take this: the vast majority of us appreciate what our father and mother’s generation accomplished and those who came before them. We appreciate their tremendous sacrifices and their many triumphs. Yes, mistakes were made, but we learned from them and moved on. To my generation, quit feeling guilty. We’ve inherited a great nation, let’s not waste it. To our son and daughter’s generation, learn from our mistakes and build on what we have accomplished. Don’t fear risk. With risks come rewards.  And to our grandchildren’s generation, when you get to the age when you can work and give back to society, our hope is that the American dream will still be achievable and the American spirit is still alive and well. And maybe, just maybe, the headlines will once again read, America, Back in Business!
On the home front, in regard to our co-op, things are going well. As Rick has reported and Alan will follow up, financially, we are sound as indicated by our positive margins. On the labor front, we are losing 4 employees to retirement. Judy, Maury, Steve, and Arlin, you will be missed. But as good companies do, someone is there to pick up the load and carry on the tradition. 
Our power supplier, SIPC, also is doing well. As you may remember, we at MCEC signed a 33 year all needs power contract with them when we became a member. Along with the power generated at the Marion plant, SIPC also has an 8% stake in the Prairie State Energy Campus. What this means is that we have stable, long term power to fulfill our needs. 
Over the last two years, MCEC has been working with the residents of the Concordia Church area, to build a waterline to furnish them with potable water. The Concordia Water Cooperative, as it will be known, would initially supply water to some 200 consumers. If all goes as planned, we at MCEC would aggregate the consumers, secure the funding, and contract the building of the water line. When the system is up and running, the monies received by the water cooperative, secured through loan funds, would go to MCEC to fully reimburse us for monies we have put in to project, to get this going. As of today, we are still in the due diligence process. 
All in all, as long there is a need for our services in the rural communities, we’ll be there. That is our mission. As long as all of us keep pulling in the same direction, this co-op will remain viable and strong. The board and management will continue to do everything possible, to bring affordable power and superior service to its members.  
In closing, I am so proud of this co-op and its people. I am very grateful and honored for the opportunity to share some thoughts and concerns with you on behalf of the board. Our hope is that you have a better understanding of the issues facing your co-op. 

I want to thank my fellow board members, for their time given and dedication to the welfare of this co-op and its members. Thanks to Alan and his staff for their commitment to operate this co-op in the best, most efficient way possible. To the outside guys, the ones who hang the wire, or come to our rescue after an outage, Thank-you.  
Finally and most importantly, I want to thank you, the member-owners of this co-op, for your continued support and participation. We succeed because of you.

THANK-YOU!!  
