2011 ANNUAL MEETING COMMENTS

This past year was another good year for the cooperative.  MCEC had positive margins and still experienced slowed growth but continued to provide good reliable service in 2010.  I would like to share some of the statistics from the past year with you now.
Operations and Maintenance:

1. 
7,051 consumers connected. A 0.6 % increase from 2009.
2.
75 new services constructed, up from 65 in 2009.  

3.
5 miles of new line was installed, mostly underground.  

4.
143 transformers changed out.

5.
292 poles replaced.

6.
25 services upgraded for increased capacity.

7.
107 line outages.

8.
158 individual outages, 141 in 2009.

9.
2010 outage time per consumer was at 3.24 hours for the year out of 8,760 hours in the year, for a reliability rate of 99.96% for the year.  Our 5 year average stands at 13.47 hours per consumer per year; this is a 99.84% average.  Still high from the ice storm in 2006, after this year the ice storm numbers will be out of the 5 year average.
MCEC continues a maintenance program as in previous years; the following items were done this past year:

1. Two man maintenance crew devoted full time to inspection of the system.

2. Tree trimming and spraying was still done in 2010.

3. Pole & transformer inspection:  2669 poles were inspected. 
4. Replacements:

a. OCR’s changed out/serviced:  25
b. Arrestors changed: over 166
c. Anchors installed/changed: 153
d. URD wire installed/replaced:  20,000 feet
5. Substation – Monthly inspections & infrared testing.

As you can see, we have placed significant emphasis on upgrading the reliability of our system. To do this, we have implemented new items to help lower outage times and one example is our fault indicators.  We are placing these indicators all around our system to help the linemen identify more quickly the areas where the faults are.  This leads to quicker repair times and get the lights back on sooner.  (Chris will show the blinking example and discuss the results with members).  We dodged a severe storm in early February that resulted in ice accumulation and winds and yet we experienced no storm related outages.  We design our lines to withstand ½ inch of ice and up to 25 mph winds, with our maintenance program we feel that our system withstood the potential damage and kept issues to a minimum.  We feel it is prudent to continue to maintain our system so that you the member have reliable service at all times.
Sales showed quite an increase for 2010; almost 8% more than 2009, more typical weather for the winter and summer was the main reason.  Power purchases for the 12 months in 2010 were higher than in 2009.  MCEC purchased over 125 million kWh from SIPC which was approximately 8.3% more than 2009.  We are projecting a relatively flat year for kWh both in sales and purchases for 2011 due to a still recessed economy with slow growth.  
The cost from SIPC on our purchases averaged 6.47 cents per kWh in 2010. For 2011, the average is projected to be 6.7 cents for MCEC, the power cost increasing slightly.  After 2011, SIPC has forecasted a power cost increase for 2012 and it initially looks to be a 12 – 15% increase and will have steadily rising rates through 2020.  Most of the increases are due to starting to pay for Prairie State Generating facility that will come online at the end of 2011, and coal prices going up and eventually the loss of low cost carbon to burn in our boilers due to no supply.  Regulatory compliance costs for SIPC amounted to approximately $25 million dollars in 2010; this is 18% of our power cost.  If you break some of this down, it cost SIPC $49 per minute to be compliant last year.  Clean air standards drive a lot of the compliance cost currently, but continued threats from green house gas emissions and carbon legislation could increase costs even more in the future.  Of the $8.2 million dollars MCEC spent last year on power cost, $1,475,799 was for compliance and this equates to $209 per meter for the year and $17.44 per month.

Financially, the Coop had margins of $493,469; this helped to continue offsetting a prior year loss from 2008.  We had $225,290 in negative margins left that were finally recouped from 2010 margins.  The excess margin of $268,178 was allocated earlier this year as noted by the letter informing all of you as such. The Coop made a general retirement in 2010 of capital credits for the year 1984 in the amount of $113,512, and also distributed $44,575 to estates of deceased members on a discounted basis. The Coop just made a general retirement for 1985 and ½ of 1986 totaling $248,197; this is part of the strategic plan by the board to get back to a 20 year cycle on our retirements.  At the end of 2010, the Coop had returned a total of $3,518,722 in capital credits over all. 
For the remainder of 2011, we are planning no rate increase because our power cost is remaining stable and we have continued to work in lowering our operating costs.  We are projecting a rate increase for 2012, later this year we will have a cost of service study started to identify the amount of increase needed, we will know more when SIPC finalizes their projected increase and then develop a rate design study to implement the increases.  

We did have another great year for safety, with no injuries to our employees. Safety is something that we will always take very serious here at MCEC; we received our third consecutive safety accreditation, and have been accredited since 2004.  The accreditation program is through our national organization, NRECA. We are accredited for a three year period and receive discounts from our insurer, Federated Rural Electric Insurance, for that three year period of accreditation.  We work hard to provide a safe work environment for our people.  By working at having a safer work environment MCEC has been able to reduce our workers comp premium by over $30,000 since 2009, another area where we strive to control operating costs.        

A short update on our subsidiary involvement from 2010 is as follows:

The rural water project is progressing. Concordia Water Coop had its preliminary engineering report approved by Rural Development and we are currently waiting for an invitation to put in a loan application for the system, we are still taking water sign ups and  obtaining easements and if the projected time line is met for this year we will begin construction in December of 2011. 
The sewer project still remains suspended at this time.
MCEC is still involved in Southern Services, LLC with our sister SIPC coops. The ability to provide new services is still proving difficult; our long distance telephone usage is going down due to being replaced rapidly with cell phone use. New products require such high initial capital outlay that getting to a satisfactory return on investment is very hard, but the Southern Services board will continue to look at and evaluate new services that will offer value to our members.
MCEC is still offering free home energy audits being conducted by Allan Masterson, Director of Member Services. The audits consist of infra red camera photos of your home showing heat loss or gain and a blower door test to show air infiltration.  By having these tests done, it can show you the areas of where you can save on your electric bill by correcting these items that may be costing you significant dollars from low efficient heating, cooling and low insulation in the home.  We do charge a $25 fee for the Home E program which involves paperwork for the grant program.
For more information on energy efficiency, go to the website Togetherwesave.com (backdrop).  The website is interactive, giving you choices to make on saving energy dollars in your home and also gives you lots of information about home energy efficiency.

The Touchstone Energy coop connection card program is still available; MCEC has had this discount card available since the fall of 2008.  The prescription drug plan that is available on this card has helped save our members several thousand dollars with its use.  This card can also help members get discounts at local businesses and national chain stores on every day purchases so please take advantage of it where and when you can.  If you need a new card please contact the office.

As new rebate or discount programs become available, MCEC will strive to do its best to get the information to you so that you may take advantage to save as many dollars as you can.

The Our Energy Our Future campaign worked very well across the country, this was when we asked our members to send messages to our legislative representatives in regards to potential legislation and compliance issues that would drive our electric bills up.  NRECA, our national organization is developing a new platform to keep our members involved.  (Right now I am having our employees pass out cards that ask for your email address.)  What this will do is to create a database managed by our employees that will allow MCEC to share information that affects the coop and you the member.  It will come from MCEC and will be relaying facts not opinions.  You can unsubscribe at any time and your email address will not be shared or sold due to a contractual agreement with the vending company that is supplying the program.  So as you get the card and you wish to get more information, please sign and leave the card in the boxes designated Our Energy, Our Future at the end of the meeting. 

Last item I would like to address is the MCEC website, if you have the chance; please take time to visit it at www.mcec.org.  We have added a lot of new items for your viewing, one of which is our outage map where you can go and look to see if there are any current outages. Our e-bill program is located on there also if you would like to pay electronically and later this fall you will have the ability to view your kWh usage by the hour.  Our new Meter Data Management System will further incorporate our IVUE data processing system and our TWACS automatic meter reading system to give you more information at your finger tips.  The MDMS will also track member’s home energy upgrades and allow you to see what the impact has been on your usage, MCEC will use the MDMS to further enhance our engineering analysis to benefit the members in terms of power quality and reliability.
As I wrap up my comments I just want to stress to the members, that MCEC will always strive to provide the lowest possible cost and most reliable electricity to our membership that we can.   
Now I would like to take this time to introduce the following guests that are here with us this evening:

List of Guests:

I would now like to turn the podium back over to Chairman Kraft. 
