Reliability...Our Most Important Product

2012 Annual Report
Sho-Me Power
Electric Cooperative

Sho-Me Power Electric Cooperative provides reliable, low-cost electric energy to
nine Rural Electric Cooperative members, and energy or transmission services to
nineteen non-member communities in Missouri, using 127 distribution delivery points
supported by 150 distribution and transmission substations connected by 1,015
miles of 69 kV, 11 miles of 138 kV and 393 miles of 161 kV transmission line.
Additionally, Sho-Me operates and maintains 139 miles of 161 kV transmission line owned by
Central Electric Cooperative, headquartered in Jefferson City, Missouri and approximately 200
miles of 345 kV line and three 345/161 kV substations with a combined capacity of 1,440,000 kVA
owned by Associated Electric Cooperative, Inc. (AECI), headquartered in Springfield, Missouri.
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Southwest Electric Cooperative
Laclede Electric Cooperative
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Member Managers
Standing (Left to Right)
John Greenlee, Gascosage
Jim Carpenter, Se-Ma-No
*Dwayne Cartwright, Intercounty
Kenneth Miller, Laclede
Dan Singletary, Howell-Oregon
James Ashworth, Southwest
Seated (Left to Right)
Tom Houston, Webster
Chris Hamon, White River
Dan Blesi, Crawford
* Dwayne Cartwright resigned October 15, 2012.
Aaron Bradshaw (not pictured)
hired on March 15, 2013
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President And General Manager Reports
For both Sho-Me Power and Sho-Me Technologies, 2012
was another excellent year. Our financial performance beat
expectations with margins of $13.9 million for Sho-Me Power, of
which $1.3 million was the result of Sho-Me Tech’s performance.
Sho-Me Tech’s financial results would have been even greater
had it not incurred legal expenses of $412,065 to defend itself
against what it believes to be a frivolous class action lawsuit.
In addition, Sho-Me Tech paid $1.7 million in federal income
taxes. Below is a summary of other accomplishments for 2012:

SYSTEM RELIABILITY - OUR MOST IMPORTANT
ACCOMPLISHMENT!
A few years ago, we began looking at reliability in a different
way - both for Sho-Me Power and Sho-Me Tech - and we
now view reliability in terms of minutes of customer outages.
Sho-Me Power’s reliability is based upon minutes of power
outages affecting customers of its distribution systems, while
Sho-Me Tech’s reliability reflects the minutes of service
interruption to fiber optic customers. Our goal in both cases
is to have 99.999% reliability. For 2012, Sho-Me Power’s
reliability was 99.995%, while Sho-Me Tech’s was 99.996%.
We are always looking for ways to improve these figures!
STABLE RATES
Our rates to our member distribution systems haven’t increased
since April 2009 due to stable rates from our power supplier,
Associated Electric Cooperative; internal control of operating
expenses, margins and transmission wheeling revenue
from non-member sales ($2.7 million); and margins from
Sho-Me Tech ($1.3 million). Since April 2009, Associated
hasn’t needed a rate increase. In fact, in 2012, Associated’s
Board of Directors implemented a $2.10 per mWh discount
on the energy portion of their rate, which lowered ShoMe’s purchased power expense by $7.5 million. What this
means to Sho-Me Power’s member owners is a rate that is
lower than the other five G&T’s served by Associated.
NEW CONSTRUCTION FOR SHO-ME POWER
2012 was a busy year for new construction projects. The biggest
Sho-Me Power project was referred to by our engineering
department as the “Big Project.” This $18.7 million project,
covering a three year period, consisted of converting a 69 kV line
stretching from Mansfield to Mountain Grove to a double circuit
161 kV and 69 kV line; converting a 69 kV line stretching from
Mountain Grove to Willow Springs to a 161 kV line; constructing
a 161/69 kV substation at Mountain Grove; and converting the
Cabool 69/13 kV substation to a 161/13 kV substation. The
majority of the construction for the “Big Project” was completed
in 2012, with the Cabool 161/13 kV substation to be completed
by fall of 2013. Many other projects were also completed in 2012,
as will be described later in the Annual Report. In all, Sho-Me
spent $23.7 million on construction of new transmission projects.
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LOW FINANCING RATES
In order to help pay the construction costs of these new
projects, Sho-Me Power borrowed $6.5 million from the
Federal Financing Bank at an average interest rate of 2.3%.
The extremely low interest rates available at this time will
save our members millions of dollars over the next 30 years;
however, we are not counting on federal loan funds being
available forever. Sho-Me Power and other G&Ts have been
working with the Rural Utilities Service (RUS) to replace the
current RUS loan contracts with a revised loan contract and an
indenture agreement. This would allow for the ability to access
other sources of capital without prior approval from RUS.
NEW PROJECTS FOR SHO-ME TECHNOLOGIES
It was a banner year for new fiber optic construction projects,
with our portion of Missouri’s MOBroadbandNow project
(known as Sho-Me MO), financed in part by a $26.6 million
grant, almost completed. In total, we have installed 402 miles
of new fiber, electronics, and equipment shelters at a cost
of $27 million on the Sho-Me MO Project, with 234 miles
installed in 2012 at a cost of $8.5 million. Other projects
involved major builds in southeast Missouri and western
Missouri, made possible by significant contracts with Verizon
Wireless. These projects will total almost 900 miles of new
fiber at a cost of about $23 million. Both projects will be
extremely profitable for Sho-Me Tech over the next 20 years.
NEW UNION CONTRACT SUCCESSFULLY
NEGOTIATED
For more than 30 years, Sho-Me Power’s contract with IBEW
Local No. 53 had been renewed continually with minor
modifications. New contract negotiations were conducted to
replace the old contract, which expired on June 30th, 2012.
After 12 meetings, Sho-Me Power submitted a proposed
contract on September 25, 2012 and it was accepted by
the Union on October 17, 2012. Revisions include a more
comprehensive management rights clause, a reduction in sick
leave accruals, greater flexibility in crew schedules and hours
of work, a reduction in the amount the cooperative contributes
to a (401k) plan, modest wage increases, and adjustments to
medical insurance. Management believes these are major
improvements to the contract to continue through June 2014.
These are but a few of the many accomplishments for
the year. As you will see from each department’s report,
there are many other notable achievements as well.

James D. Cottrell
Board President

Sho-Me Power Electric Cooperative

Gary L. Fulks
General Manager

Mansfield to Willow Springs Line

Pea Ridge to Huff Line

Willow Springs Substation

Pea Ridge Substation

2012 Completed Construction Projects
Maries Central to Newburg Re-Conductor of Transmission Line

$137,043

Ava Substation Regulator Upgrade

59,583

Couch Substation Recloser Replacement

32,864

Eminence Substation Recloser Replacement

18,705

Huff Substation Switch Automation

31,332

Olden Substation Recloser Replacement

41,280

Vanzant Substation Recloser Upgrade

21,395

Veto Substation Recloser Upgrade

26,952

Dora Substation Recloser Replacement

71,739

Tecumseh Substation Recloser Replacement

27,888

Willow Springs Substation Breaker, Relay and Cabling Replacement

1,051,351

Hydro Substation Breaker and Control Building

829,175

Trask Substation Transformer Upgrade

210,545

Relay Upgrades at Eight Distribution Substations

40,427

Pea Ridge Substation

3,178,020

Pea Ridge to Huff Transmission Line

4,408,049

Mansfield to Willow Springs Transmission Line Conversion
Total 2012 Capitalized Construction Projects

2012 Annual Report

13,488,965
$23,675,313
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Five Year Power Analysis
SHO-ME POWER RELIABILITY

ANNUAL OUTAGE MINUTES PER MEMBER
White River Valley

Each month at a Sho-Me Power Board of
Directors meeting, one of the most important
topics is analyzing every outage that has affected
the member cooperatives.
Severe weather,
animal intrusions, equipment failure, planned
maintenance, and human error are all factors
that affect the reliability of any electrical system.
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MWH ENERGY SALES

Over the last five years, the make-up of energy sales
has been changing. Unusually mild weather over the
last two years has affected all electric utilities’ sales,
however Sho-Me’s sales have been impacted because
of two other situations. Fort Leonard Wood’s usage
reflects the increasing types of training activities
that the Department of Defense has moved to Fort
Leonard Wood (offsetting weather changes), however
municipal sales have decreased as several of those
non-members have become wheeling customers
who buy their bulk power supply from other parties.
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NET MARGIN ANALYSIS
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Net Margins are the result of adding Operating
Margins, which are highlighted in the chart,
with Patronage Allocations (most of which are
not paid in cash) and non-operating margins,
but then subtracting Income Tax Expense. All
of these factors produce a Net Margin that is
reflected on each year’s operating statement.
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PLANT & DEBT

The Net Utility Plant continues to grow as ShoMe builds more faciltiies than it depreciates each
year. The amount of debt needed to finance that
growth is decreasing as a percentage of each
year’s total capital expenditures. Over the last
five years the amount of debt as a percent of Net
Utility Plant has decreased from 60.7% to 52.1%.
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Critical Technologies Information

SHO-ME TECHNOLOGIES NET MARGINS
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Sho-Me Technologies’ largest customer is Sho-Me
Power, and just like Sho-Me Power’s commitment
to minimizing outage time, Sho-Me Technologies
strives to attain an almost unreachable goal of
reaching “five 9s”, or a network availability of 99.999%.

Nine years of losses followed by six years of
consistent margins produce an exciting future.

PLANT INVESTMENT BALANCES
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Cellular telephone backhaul is a significant part
of what Sho-Me Technologies does. Several
years ago a cell tower would be served by
an average of three T-1 circuits (equivalent
to 4.5 megabits per second (mbps)), while
today most are served with a single Ethernet
circuit ranging from 50 mbps to 200 mbps.

Dynamic growth supported by significant
cash infusions from strategic partners without
long-term financing is a significant feat.
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Department Reports
Operations
The Operations Department had another great year in 2012
with many new challenges and plenty of projects on its plate. An
unprecedented five new 161/69 kV substations were included
in the 2011-2014 Work Plan. Construction was finished on
the Pea Ridge #2 161/69 kV substation and work began on
the Mountain Grove #3 161/69 kV substation. The Mountain
Grove construction is part of a much larger project that has
involved the addition of breaker terminals at Mansfield Central
and Willow Springs substations, upgrading a 69 kV line to a
double circuit 161/69 kV line, converting another 69 kV line
to 161 kV, and eventually converting the Cabool substation to
161/13.2 kV. Two new distribution substations at Fort Leonard
Wood were started in 2012. The Fort Wood #2 substation
was completed in July, and construction of the Fort Wood
#6 substation began in the fall. Due to their busy schedules,
the Meter and Relay crews split these two projects between
the Cuba and Marshfield crews. The Substation and Meter
and Relay crews worked together at the Trask substation to
upgrade to a 10 MVA transformer. This work also included the
replacement of station regulators and the addition of a circuit
switcher, as well as additional relays for transformer protection.
The static wire on the Owensville to Bem line was
replaced with new static wire, which also contains fiber
optic cable as part of the Sho-Me MO project. Since this
is a radial line and the line had to be de-energized to
install the new cable, a 2 MW generator was installed at
the Bem substation to avoid a 14-16 hour outage.
Preparation began in 2012 for 13 of Sho-Me Power’s
municipal customers to move to MJMEUC (Missouri
Joint Municipal Electric Utility Commission) for their
power supplier. Communication channels and new
meters had to be added at Houston, Willow Springs,
and Mansfield. Information from these substations was
programmed through communication links to Associated
Electric Cooperative, Inc. (AECI) and MJMEUC.
The requirements for reliability standards from the NorthAmerican Electric Reliability Corporation (NERC)
continued to increase with a big emphasis on verification of
line and equipment ratings and battery testing. Substation
crews have previously tested batteries yearly, but the new
requirements dictate testing every six months using new
resistance test equipment, which was purchased to comply
with this requirement. NERC also defined testing intervals
for communication channels and inadvertent DC grounds,
and redefined which elements are eligible for testing. As a
result of these changes, the number of elements that must be
tested more than doubled to over 2,000. The task of setting up
procedures for these tests and the actual testing will require
considerably more time than in previous years; however, new
software purchased by AECI will allow better consolidation and
tracking of this test data. Besides normal line outage requests
for maintenance, several lines were taken out of service to raise
structures in order to comply with new NERC requirements.
8

1

The Substation crews base many of their maintenance projects
on the previous year’s oil tests. Dissolved gas analysis performed
on the oil of transformers and regulators reveals signs of
arcing, overheating, and even aging of the insulation in the
equipment. Testing on the Steelville transformer revealed severe
overheating and led to the decision to temporarily replace it
so it could be sent for repairs. Another major project involved
fixing several leaks on the Gainesville #2 161/69 kV transformer,
which took several weeks to finish. Transformer oil leaks were
also fixed at the Lebanon #2 and Marshfield #3 substations.
In 2012 a renewed emphasis was placed on adding rock in
and around the perimeter of our substations. This ongoing
project will reduce the number of washouts, inhibit vegetation
growth, and improve step potential protection. An inspection
of the tunnel at the Hydro plant was performed to ensure
the structural integrity of the concrete, and maintenance
was performed on the turbine gates to secure the gates at
the intake of the tunnel to allow the dewatering process
to begin. Failure of the Phillipsburg transformer due to
tornado damage led to the installation of a new 161/69 kV
transformer at that location. Mobile substations were installed
at several locations to repair a variety of problems including
oil leaks, switch repairs and load tap changer inspections.
In recent years, extra responsibilities have been added to the
Dispatch crew in the form of security monitoring and outage
request compliance. In 2012 security cameras were installed
at multiple substations as a pilot project. The Dispatchers
worked closely with the Security System Administrator
to make the system as simple to monitor as possible.

Sho-Me Power Electric Cooperative
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Ridge transformer solves the overload contingency if one of
two Sullivan #3 transformers fails. This new substation keeps
the Sullivan area solidly reliable now and into the future.
Construction occurred all year at Fort Leonard Wood with the
rebuilding of two overloaded lines, replacing the Fort Wood #2
substation and installing the new Fort Wood #6 substation. The
re-conductor project and Fort Wood #2 substation were installed
and energized in 2012. The Fort Wood #6 substation is ready to
energize and the old Fort Wood #2 sub will be demolished in the
second quarter of 2013 to complete all the needed upgrades for
serving Fort Leonard Wood reliably into the foreseeable future.

3

The Mansfield to Willow Springs 161 kV line conversion,
better known as the “Big Project,” was energized at 69 kV in
November. The Engineering and Operations group had hoped to
have the entire group of projects completed along with the line
construction in 2012, but logistics pushed the final construction
into 2013. The project will now span six years from conception to
completion in 2013. The Mountain Grove 161/69kV substation
will be energized in May of 2013, and the Cabool substation
load will convert to 161 kV in the fall of 2013. The 161 kV loop
from Mansfield to Willow Springs will be finalized and will
be a welcomed addition to Sho-Me Power’s reliable grid.

4

1 Meter & Relay Technician
2 Ft. Wood #2 substation
3 NERC Alert Line Rating
4 Mansfield to Willow Springs 161kV Line Conversion

Engineering & Transmission
Sho-Me Power is halfway through the 2011-14 Construction
Work Plan (CWP) and our Engineering and Operations group is
progressing rapidly on the improvements to the power network
that include system reliability upgrades and member substation
delivery points. The list of projects has been challenging to
accomplish with unplanned priorities such as the NERC FAC008 Alert (Line Rating) remediation and maintenance issues that
cannot be delayed; however, the list continues to be shortened
and it is rewarding to experience successful improvements.
In the Transmission group, much concentration was aimed
at the Line Rating project started in 2011 to verify that
priority lines were safely being operated. This is another
new reliability standard from NERC which affects all
transmission lines with operating voltages of over 100 kV.
Sho-Me Power engineers investigated thirteen 161 kV lines
in 2012 that resulted in Line crews raising 85 structures. Two
of these lines were de-rated because all 31 violations could
not be rectified by winter. Structure raises are underway
at the writing of this report on both remaining lines with
modifications to be complete by summer 2013. Transmission
Engineers are actively analyzing the remaining 321 miles
of twenty 161 kV lines and estimate approximately 105
additional structures will require remediation for 2013.
The Pea Ridge to Huff and the Pea Ridge 138/69 kV
substation projects were energized in April 2012. The new
line looped the radial-fed Crawford Electric substations
of Huff, Stanton and Sullivan #4. In addition, the new Pea

Other important primary and secondary projects for the system
began in 2012 and now have expected completion in 2013. The
Holman to Crossway project’s 161 kV line was constructed in
2012, with the Holman substation major addition completed
in early 2013 and the substation at Crossway scheduled to
energize in mid 2013. The Summersville East 161/69 kV
system improvement will also be completed in 2013, which
will strengthen reliability in Sho-Me Power’s southeastern area.
Additional secondary projects started in 2012 will see completion
for our member cooperatives in 2013, including the Crocker
South 161/13.2 kV substation for Laclede Electric Cooperative
and Gascosage Electric Cooperative, and the Yancy Mills
and Fairview 69/13.2 kV substations for Intercounty Electric
Cooperative. It is expected that Sho-Me Power will have over
$20M of power system improvements capitalized again in 2013.
Maintenance priorities must be performed to keep the
system reliable. In 2012, this included many pole and cross
arm replacements, including the 345 kV pole change-outs,
numerous call-out responses, and the February 29th tornado
that knocked down lines near Long Lane and damaged the
Phillipsburg 161/69 kV transformer in Laclede County.
Line crews contributed to the Sho-Me MO project by completing
their commitment of five lines and 54 miles of optical ground
wire fiber installations. The Transmission crews and supporting
cast in the Engineering Department were proud to assist
with a portion of this important project for Sho-Me Tech.
The construction projects and maintenance challenges
will continue in 2013. It will be rewarding to see the new
substations energized and work plan projects realized. The
161kV lines will all be analyzed, violations identified and
problems remediated. Maintenance priorities will be addressed
and emergencies handled with the proper response. ShoMe Power’s transmission lines and grid continue to improve
and meet the reliable expectations of our members.

2012 Annual Report

9

Administrative Services
In 2012, Sho-Me Power conducted 25 safety meetings,
experienced two lost-time injuries with 336,993 hours worked
for the year, and experienced no Department Of Transportationrecordable vehicle accidents despite having driven 1,455,170
miles. Fleet improvements included the deliveries of 18
vehicles, three side by side ATVs, and two box trailers.
The purchasing department completed 1,057 purchase
orders, resulting in an average of four purchase orders
processed per work day. Last year, more than $40,000,000
of materials was handled through the main warehouse.
Inventory was taken in September with a balance of
$16,718,038 and a net adjustment of $23,798.59 or 0.142%.
Sho-Me Power’s facilities were inspected by the Missouri
Department of Natural Resources (MoDNR) on two separate
occasions during 2012. MoDNR inspectors evaluated the
universal/hazardous waste facilities and Sho-Me Power’s
public drinking water system, and no violations were
found. Also, Sho-Me’s construction projects were subject
to seven land disturbance inspections by MoDNR during
2012 with no fines or actions from the department. The
Environmental Department was instrumental in crafting
an agreement with the U.S. Fish & Wildlife Service,
required for the construction of new transmission lines,
that resulted in savings of both monies and time.
In 2012, the IT Department held the first annual Member
Coop IT meeting. Attendees discussed the latest trends and
challenges in the rapidly changing IT field. The enterprise
Geographic Information System (GIS) saw numerous
improvements implemented. The amount and breadth of
data stored in the GIS dramatically increased, including
better Right-of-Way (ROW) tracking tools and improved
modeling of electrical assets. Wireless network connectivity
was upgraded at headquarters to better support Board
members with iPad synchronization, increase employee
productivity, and provide guest internet access. Wireless
network upgrades were also completed at the warehouse facility
in an effort to modernize the bar code inventory system.
In 2011, the Sho-Me Power Board approved a pilot of ten
security installations at substations. This project was completed
in 2012, leading to approval of installation of surveillance
in all distribution substations within a five year period.
The AECI Board also approved security reimbursement

of up to $20,000 for each primary substation. By the end
of 2012, security had been deployed at 12 substations, 16
telecom sites, and 15 office and storage facilities. The design
has been effective in deterring further break-ins and has
proven to be easily administered by our Dispatchers.
The Right-of-Way Department had a year of hot weather
with 680 miles of ROW sprayed and 100 miles suspended
until 2013 due to drought. Another 440 miles of ROW was
side-trimmed and 70 miles of 345 kV ROW was reclaimed
between the Franks and Fletcher subs. A large emphasis
was placed on substation property improvements.
Grassroots efforts were successful for 2012. The Capitol
fish fry served 1,500 people with 600 pounds of fish
and 4,800 hush puppies. Sho-Me Power’s annual fall
legislative fish fry was held at Bennett Springs State
Park with seven Legislators in attendance.

Human Resources
The Human Resources Department’s major focus in 2012 was in
the area of labor-management relations, as the contract for 78 of
the cooperative’s employees represented by IBEW Local No. 53
expired at the end of June. Preparation for negotiations began in
February, with the first of twelve meetings between IBEW and
Sho-Me Power beginning on May 17th, and the last meeting
concluding October 5th. Major changes were proposed by the
Cooperative including a more comprehensive management
rights clause, reduction in sick leave accruals, adjustments
in scheduling of crews and working hours, a reduction in
the amount contributed to a defined contribution plan, and
alterations to wages and medical insurance. An agreement
was ratified in October that resulted in major revisions to
the orientation program for bargaining unit employees.
Market pricing, survey participation, and building a salary
structure comprised a good portion of Human Resources’
time. Working with the Springfield Area Human Resources
Association (SAHRA), a major transformation for the 2012
wage and salary publication was proposed by coordinating
with Synergy, Inc. to conduct an online survey for the
area, resulting in increased participation, major savings for
employers, and a much more useful tool than past years.
Human Resources continued an educational focus by
incorporating Management Ethics training into 2012’s

Left: ROW side trimming. Middle: Security implementation at a substation. Right: Reels are received at the warehouse.
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Financial Services
By itself, the Financial Services group cannot reduce
electrical outage times or help improve telecommunications
system reliability, but coupled with the other professional
teams at Sho-Me Power and Sho-Me Tech, the
combined results are far better than if each operating
team tried to execute their mission by themselves.

Sho-Me instructors provide electrical education to area schools.

supervisor training schedule, along with adding several
videos to the training video library available to member
cooperatives. New employee orientations, supervisor/
management training programs, NRECA benefit update
meetings, and sexual harassment training for all employees
were also conducted in 2012. Additionally, a member
cooperative Lunch and Learn was conducted in January to
discuss background checks, and Sho-Me Power coordinated
with NRECA to host a workshop on how to educate
employees on the integration of Medicare D and medical
insurance (particularly plan designs with high deductibles).
One full-time and one part-time instructor continued to
educate students in our member cooperative school systems
on the dangers of entering substations, the potential for
serious injuries or death to those who engage in copper
thefts, energy conservation, and renewable energy. Students
were shown miniature power lines to demonstrate real life
scenarios with different types of contact. During 2012, a
combined total of 903 programs were presented to 26,170
students and teachers. Many of these students, future member
owners in their cooperative service areas, display keen interest
in the energy efficiency and conservation programs.

The original 2012 financial plan anticipated a $2.5 million
negative operating margin, with a reliance on non-operating
income and revenue deferrals to satisfy the financial covenants
of our mortgage. Early in the 2nd quarter of 2012, however, the
AECI Board of Directors approved a $1.10 per mWh discount
on all 2012 energy purchased by its G&T member cooperatives,
which was in addition to the previous $1 per mWh discount
that was included in the original financial plan. This windfall
of almost $4 million allowed Sho-Me Power to easily reach its
minimum financial targets without needing to utilize any of
the deferrals available from its 2011 Revenue Deferral plan.
A strong reliance on liquidity provided by member cooperatives
through Sho-Me Power’s Purchased Power Prepayment Program
and lines of credit from CFC and CoBank have allowed Sho-Me
Power to manage the financial demands of its record-setting
construction work in progress activities. As many of these
projects are finished in early 2013, historically low cost long term
debt will be used to pay down the outstanding lines of credit.
The 2012 consolidated financial performance of Sho-Me
Power is one of its strongest in many years. The ability to
rely upon AECI’s low cost power supply, an increasingly
profitable subsidiary, and a substantial amount of deferred
revenue will combine to assure that the members of Sho-Me
Power will continue to enjoy some of the most reliable, low
cost energy supplies available anywhere for years to come.

Four Office Assistants in the Human Resources Department
provided assistance to various departments in addition to
their regular duties. The Financial Services Department
was assisted with document scanning, accounts payable
input, and Sho-Me MO Project filing requirements. Support
provided for Sho-Me Tech included software updates
as well as maintenance of fiber agreements and other
documents. Office Assistants also helped with organization
and planning of corporate events and meetings.
Retirements in 2012 included a Project Coordinator at
headquarters and a foreman with 41 years of service at Willow
Springs. Six new employees were hired (an Environmental
Specialist, a Project Engineer, two System Coordinators, a
Client Server Operations Specialist, and a Telecommunications
Supervisor for the night shift at our Network Operations
Center). In addition, a staff accountant (CPA) was promoted
to Assistant Controller to assist in development and
simplification of the Sho-Me Tech accounting system.

REVENUE
0.6% Non-Operating Revenue
1.1% Wheeling Revenue
4.1% Patronage Capital
9.3% Telecom Revenue
27.2% Other Electric Revenue
57.7% Member Electric Revenue

EXPENSES
1.64% Interest
2.53% Taxes
3.25% Fiber Network Access
5.11% General & Administrative
5.34% Depreciation
7.18% Transmission O&M
74.95% Purchased Power

Although Sho-Me Power and Sho-Me Tech have
greatly increased the services provided to Missouri
residents, the employee count has remained stable
since 2008 with an average of 145 employees.
2012 Annual Report

11

Sho-Me Technologies
In telecommunications, reliability consists of weathering the
storms, and in 2012, Sho-Me Tech saw two storms impact
the reliability of the communications network. The first
storm was the result of a tornado that hit Branson, MO on
the last day of February and the first day of March. Due to
multiple fiber routes and responsive crews, Sho-Me Tech
was able to restore communications fairly quickly, and the
damage to the system ended up being more physical than
operational. The other storm was a broadcast storm (a
flooding of data), which was inadvertently man-made, but
worked its way across multiple Ethernet transport systems.
Both of these storms caused circuit outages. The first storm
was something that could not be predicted, but its effects
could be minimized with proactive efforts. The data storm
was something that could be predicted. An adjustment to
switching procedures, to be performed after hours under
supervision, should help alleviate this type of problem in
the future. Average circuit availability for 2012 was 99.996%,
meaning that, out of all the circuits transported across the
system every day, circuits were available every minute of
the entire year except for an average of 21 minutes.
Due to several large projects funded through grants and Sho-Me
Tech’s commercial business, the Fiber Infrastructure Group
added about one thousand miles of plant to the network in 2012.
Many of the 500 miles included in the Sho-Me MO Project
were installed in 2012. This consisted of six underground
routes totaling 293 miles and five aerial routes, built with
optical ground wire, totaling 56 miles, with the balance
being provided aerially by the distribution cooperatives. The
project is on track for completion by summer of 2013. One
hundred community anchor institutions, comprised of schools,
medical facilities, and others, will be immediately impacted.
600 miles of fiber was installed underground in southeastern
Missouri, benefiting Verizon Wireless, the Missouri
Department of Transportation, and the Office of State Courts.
An estimated 55 miles were extended west from Bolivar to
El Dorado Springs, impacting Verizon Wireless, Fidelity
Communications, and the Office of State Courts, along with
other G&T’s in Missouri. Development to the southeast

will benefit M&A Electric Power Cooperative by reaching
substations where they have no fiber. Efforts in the central
part of the state have allowed Sho-Me Tech to work with
Central Electric Power Cooperative to help them acquire
more connectivity for their own internal networking needs.
It is difficult to predict the growth in circuits (especially
Ethernet) requested by customers, and forecasting when
and where to provide service for users like Verizon Wireless,
Sprint and US Cellular requires a considerable amount
of planning performed by the Systems Integration Group
and the Network Operations Center within Sho-Me Tech.
Wireless backhaul alone involved working with 355 sites.
While there are a variety of end users to forecast, none is
more important than Sho-Me Power. Sho-Me Power has
the right to install and maintain a fiber optic system on its
transmission facilities. It forecasted the need to do this
many years ago and has now connected all of its substations
together optically; however, the work is only beginning.
Communication with the substations is something that improves
as technology evolves in ways which enhance power quality,
such as substation security using video over Ethernet. Out
of the 3,000 circuits carried across the fiber network, onethird of those are for Sho-Me Power. The Field Operations
group of Sho-Me Tech has worked throughout the year
adding more capabilities for Sho-Me Power to the system.
Navigating the perfect storm scenario for 2012 has involved
responding to a multitude of requests for quotes and numerous
construction projects, while maintaining and improving
system attributes. Sho-MeTech’s Field Operations group
worked 27,531 hours in the field, day and night, and drove
307,920 miles in 2012 while having no lost time incidents.
Looking forward to 2013, the network that Sho-Me
Power and Sho-Me Tech built will be useful in many
ways. Sho-Me Power will continue to benefit from the
secure communications it provides, the membership
will continue to benefit by the reliability it affords, and
Missouri residents will continue to benefit from a resource
that is increasingly becoming essential for everyone.

Cooper

Even with about 1,000 miles of fiber added to the network in 2012
(right), availability remained high throughout the year (below).
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Marketing
The Sho-Me Tech Marketing Department experienced
several wins and impressive numbers during 2012. A total
of 400 projects were contracted with a combined monthly
recurring revenue value of $557,600; installation fees
of $1,281,686; and total value of the awarded contracts
of $43,393,284. As good as these numbers sound, it is
equally important to add that the gross margin on these
projects has exceeded the 65% target, and we constantly
produce a yearly average of over 84% gross margin.

voice connections for their towers, are now using Ethernet
as the primary way to deliver service to their locations. In
2012, 49% of the services contracted by Sho-Me Tech were
Ethernet. This is the highest percentage we have seen in a
given year and is an indicator of the direction in which the
telecommunications industry is going. With Voice over
Internet Protocol (a way of delivering voice over a data network
using Ethernet), we will probably see a telecommunications
network comprised of 100% Ethernet sometime in the near
future. The fiber optic network Sho-Me Tech has in place is
perfectly suited for this migration to a data-centric world.

After holding the state-wide network contract for the
Office of the State Courts Administrator for 10 years,
Marketing worked hard to secure that contract for another
five year term. This network provides connectivity to the
114 counties in Missouri, as well as several other court
locations in the state, and provides a disaster recovery site.

During the next year, our marketing efforts will expand into
new service areas for Sho-Me Tech, including the network
build-outs across the new Sho-Me MO network and southeast
Missouri. It will be exciting to see how the network continues
to grow and provide fiber optic services to new customers.

St. John’s/Mercy has been a great customer for over
14 years. In 2012, another contract was secured
with them for their Wide Area Network, including
a one gigabit per second circuit to their new data
center in Washington, Missouri, and connectivity
to 24 clinics and hospitals in southwest Missouri.

Albany

Education in the rural service area has always been
a major focus not only for Sho-Me Power, but also for
Sho-Me Tech. Providing high bandwidth connectivity
to the schools in the service area provides students with
a connection to the rest of the world and helps put their
education on par with students from urban communities. In
2012, Sho-Me Tech provided connectivity to 118 education
facilities, including 88 K-12 schools, 18 higher education
facilities, and 12 public libraries. As the Sho-Me MO
network is completed, the number of educational facilities
served will continue to increase, and the services ShoMe Tech provides will reach more and more students.
We started offering Ethernet (a type of service that is designed
for transmitting data over a fiber optic network) in 1998,
long before other telecommunications carriers in the area
were able to provide this service. As time goes by, more and
more customers are using Ethernet as a way to connect their
locations. Even cellular customers, who typically have used
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Left: Conduit installation of fiber-optic cable on a bridge.
Middle: Fiber plowing on public right-of-way
Right:.Telecom equipment building installation.
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Five Year Review
Year Ended December 31 (Dollars in thousands)
2012

CONSOLIDATED SUMMARY OF OPERATIONS
Operating Revenue:
Electric Revenue
Telecom Revenue
Consulting Revenue
Total Operating Revenue

$

Operating Expenses:
Purchased Power, Net of Pooling Credits
Transmission and Other
Fiber Optics Network Access
Administrative and General
Bad Debt Expense (Recovery)
Depreciation and Amortization
Property Taxes
Interest, Net of Allowance for Construction Funds
Total Operating Expenses

202,484
22,973
225,457

$

165,175
16,877
7,636
12,019

Margins Before Generation and Transmission
Cooperative Capital Credits and Income Taxes
Generation and Transmission Cooperative Capital
Credits
Margins Before Income Taxes
Income Tax (Expense) Benefit

2010

201,103
22,214
223,317

$

171,778
14,606
7,776
12,106
(7,000)
12,490
1,681
4,915
218,352

12,546
1,872
3,849
219,974

Operating Margins
Non-Operating Margins

Net Margins

2011

2009

214,079
21,108
235,187

$

172,313
15,150
6,998
12,782
12,001
1,549
5,676
226,469

5,483
1,467

4,965
1,330

8,718
1,078

6,950

6,295

9,796

10,176
17,126
(4,086)

9,576
15,871
(7,703)

9,535
19,331
(7,330)

2008

207,733
19,586
227,319

$

175,381
12,385
7,762
11,085
4,000
11,394
1,521
5,828
229,356
(2,037)
1,393
(644)
9,538
8,894
(3,426)

2007

192,735
18,604
18
211,357

$

167,171
14,732
388
182,291

159,973
11,572
7,911
9,739
3,000
10,465
1,288
5,785
209,733

128,158
11,691
6,030
9,225
10,127
1,185
5,832
172,248

1,624
1,745

10,043
1,791

3,369

11,834

15,656
19,025
(5,391)

5,580
17,414
(3,540)

$

13,040

$

8,168

$

12,001

$

5,468

$

13,634

$

13,874

$

232,282
130,442
44,179
5,423
412,326

$

182,872
121,336
45,518
4,511
354,237

$

172,372
108,928
57,641
4,717
343,658

$

166,501
101,918
45,665
5,073
319,157

$

166,158
93,436
38,717
2,194
300,505

$

155,611
80,727
32,927
2,450
271,715

CONSOLIDATED BALANCE SHEET SUMMARY
Assets
Net Utility Plant
Investments
Current Assets
Deferred Charges
Total Assets

$

Liabilities and Equity
Members' Equity
Long Term Debt
Other Non-Current Liabilities
Current Liabilities
Deferred Credits
Total Liabilities and Equity

$

$

176,956
96,521
3,251
64,220
71,378
412,326

$

$

$

166,649
95,296
3,449
46,740
42,103
354,237

$

$

$

161,186
95,728
2,000
49,660
35,084
343,658

$

$

$

150,502
94,448
2,763
42,590
28,854
319,157

$

$

$

146,337
91,238
2,740
38,629
21,561
300,505

$

$

$

135,427
94,439
2,774
26,272
12,803
271,715

CONSOLIDATED CASH FLOWS SUMMARY
Net Cash
Provided By Operating Activities
Used In Investing Activities
Provided By (Used In) Financing Activities
Net Increase (Decrease) In Cash and Cash Equivalents

$

Cash and Cash Equivalents At Beginning of Year

37,812 $
(50,596)
11,585
(1,199)
1,609

Cash and Cash Equivalents At End of Year
Reconciliation Of Net Margins To Net Cash Provided By
Operating Activities:
Net Margins
Adjustments To Reconcile Net Margins To Net Cash Provided
By Operating Activities:
Depreciation and Amortization
Deferred Income Taxes
Generation and Transmission Capital Credits
Other Capital Credits
Other
Net Cash Provided By Operating Activities

25,903 $
(25,985)
(3,723)
(3,805)

26,628 $
(15,257)
(6,060)
5,311

7,914 $
(10,038)
2,105
(19)

14,397 $
(19,163)
4,581
(185)

21,154
(11,030)
(12,203)
(2,079)

103

122

307

2,386

5,414

$

410

$

1,609

$

5,414

$

103

$

122

$

307

$

13,040

$

8,168

$

12,001

$

5,468

$

13,634

$

13,874

$

13,425
2,906
(10,176)
(104)
18,721
37,812 $

12,800
(2,486)
(9,577)
(194)
17,192
25,903 $

12,363
7,287
(9,535)
(289)
4,801
26,628 $

11,839
3,332
(9,538)
(319)
(2,868)
7,914 $

10,467
5,309
(15,656)
(245)
888
14,397 $

3.69
1.81

2.66
1.61

3.08
1.69

1.90
1.25

3.16
1.79

10,130
3,263
(5,580)
(411)
(122)
21,154

ADDITIONAL INFORMATION
Times Interest Earned Ratio - TIER
Debt Service Coverage - DSC
Energy Sales - MWh
Member REC Sales
Other
Total Energy Sales
Systems Peaks - MW
Winter
Summer

2,749,366
854,213
3,603,579

2,881,462
865,297
3,746,759

2,962,439
960,132
3,922,571

2,763,043
1,115,919
3,878,962

2,891,311
1,208,946
4,100,257

2,875,292
1,221,119
4,096,411

757
823

890
867

985
815

941
817

929
867

888
906

Copies of Sho-Me's Annual Audits are available upon request - Inquiries should be made to Asst. Secretary-Treasurer
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Senior Staff

Gary Fulks

Craig Thomas

Jeff Neas

Jerry Hartman

John Richards

Mark Keeling

Rebecca Gunn

Tim Lewis

General Manager

Chief Financial Officer

Manager, Engineering
and Transmission

Manager, Substation and
System Operations

Manager, Telecommunications
and Fiber Operations

Manager, Human Resources

Manager, Administrative
Services

Director, Sho-Me
Technologies Marketing

In Memoriam

Jill Keck, Executive Assistant, passed away on April 12, 2013. Jill was a graduate of
Kickapoo High School in Springfield, Missouri, and she later attended SMSU and
graduated from Draughon Business College. She spent 25 years of her working
career in rural electric cooperatives, including 18 years at Associated Electric
Cooperative, Inc., where she was employed as Senior Administrative Assistant in the
Engineering and Operations division from 1997 to 2007. Jill began her employment
with Sho-Me Power on June 11, 2007. Her cheerful spirit and great sense of humor
will live on in the memories of all who had the privilege of working with her.
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