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LETTER FROM THE PRESIDENT & CEO

R
“At first glance, it appears that
South Central Power exists solely
to provide electricity. And while
we’ve done that successfully for
our members since 1936, our
purpose as an electric cooperative
goes well beyond keeping the
lights on.”

ural Americans established electric cooperatives to illuminate the countryside during the Great Depression. That
life-changing event led to growth, economic security and
unmatched political strength. We have built on that foundation
through the generations.
Technology expands our ability to meet today’s electric needs.
We facilitate opportunity and prosperity across our service area.
We mind our expenses and mobilize grassroots political strength
to keep rates affordable.
South Central Power delivers safe, reliable and affordable
electricity to more than 115,000 members across 24 Ohio
counties. But we recognize we were established to do more
than provide power. We are here to power our communities
and empower you, our members, to improve the quality of your
lives.
PROACTIVE APPROACH
In 2013, the Board of Trustees approved a $72 million work
plan that is our road map for system improvements and preparing
for future electric load. Covering the five-year period from 2013
through 2017, the forward-thinking document puts us on a
more proactive path for electric system upgrades.
Executing such an ambitious blueprint requires planning and
financial soundness. The work plan is a key component of our
$64-million loan request that was approved by the Rural Utilities
Service (RUS). The agency’s exhaustive loan application process
required us to assess many different aspects of the co-op. The
loan will fund a sizable portion of the work plan, and we benefit from its favorable interest rates compared to other financing
options.

COST OF SERVICE STUDY
South Central Power members currently
enjoy some of the lowest electric rates in Ohio.
Even so, it is a good business practice to regularly
review our rates and rate structure. In 2013, an
independent consulting firm conducted a costof-service study.
Such a study allocates our costs to the various
rate classes. The results revealed that new revenue
should come primarily from the consumer
charge. This flat monthly fee allows us to recover
a portion of our fixed equipment and administrative costs at each service location, even if no
power is used.
Because the 2014 budget indicated the need
for additional revenue, the Board of Trustees
approved a $2 increase in the residential consumer charge. Adjustments also were made to
the consumer charge for commercial and industrial members, and to outdoor lighting charges.
All changes took effect April 1, 2014.
WELCOME TO NEW MANAGEMENT
TEAM MEMBERS
We are benefiting greatly from the expertise
of two new Management Team members. Chief
Financial Officer Rebecca Witt joined us from
Owen Electric Cooperative in Owenton,
Kentucky, where she served as senior vice
president of corporate services. She is also a
Certified Public Accountant. Becky and her

husband, Ken, relocated to Lancaster and have
two grown children.
Vice President of Engineering Thomas Musick
comes to us from Pioneer Electric Cooperative
in Piqua where he served as director of engineering and operations. He is also a registered
Professional Engineer. Tom, a rural Perry County
native, is relocating with his wife, Carmen, and
three children.
WHY THIS MATTERS
It has been said, “Those who fail to plan,
plan to fail.” That certainly is not the case at
South Central Power. We continue to assess our
entire operation to implement additional methods
to measure our progress and better serve you.
At first glance, it appears that South Central
Power exists solely to provide electricity. And
while we’ve done that successfully for our
members since 1936, our purpose as an electric
cooperative goes well beyond keeping the lights
on.
By empowering our members and communities, we keep alive the tradition that started
more than 75 years ago when the first co-op
powered light bulb blazed to life. We also set
the stage for a bright future in which the timetested and proven cooperative business model
continues to improve the quality of life enjoyed
by our members.

Richard Lemonds
President & CEO
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n this time of energy transition and regulatory
uncertainty, seemingly unconnected actions
and initiatives really do have a strategic purpose.
As your Board of Trustees, we emphasize the
importance of affordable and reliable electricity. It
is our responsibility to ensure that this nonprofit,
member-owned utility is ready for whatever the
future holds. During the past year, we have strived
to position the cooperative to meet challenges
and seize opportunities.
CODE OF REGULATIONS AMENDMENTS
Members who attended the annual meeting
asked us questions about the proposed changes to
the Code of Regulations, our governing document.
After thoughtful discussion, the membership
approved the proposals. The amendments addressed
membership, clarified qualifications for election
to the Board of Trustees and added flexibility in
how capital credits can be returned to members.
An updated and effective Code of Regulations
allows you as members to have confidence that
the cooperative is built on a strong foundation of
tradition, but with the flexibility needed in these
changing times.
CARDINAL GENERATING STATION
We toured Cardinal Plant Unit 3 in 2013.
What we saw was impressive. Buckeye Power has
invested $1 billion in technology that reduced
greenhouse gas emissions at Units 2 and 3. Cardinal is now among the cleanest coal-fired plants in
the world.
The question is what the future will bring. The
Environmental Protection Agency is developing
rules to limit carbon-dioxide (CO2) emissions
from power plants. If coal is essentially removed
from the nation’s future energy mix, members can
expect their electric bills to increase.
Knowing where our power comes from and
how it is efficiently and cleanly produced helps
our members understand that an “all-of -the above” energy strategy is best for keeping rates
reasonable and the lights on without interruption.

MANAGEMENT TEAM
CHARITABLE FOUNDATION
We established The South Central Power Company Foundation in 2013. It operates independently
from the cooperative with its own 11-member
board of directors. The purpose of our charitable
foundation is to accept grant applications, review
the requests and award charitable donations
through Operation Round Up. The first gifts will be
made in 2014.
MEASURING PERFORMANCE
To get a more complete picture of South Central
Power’s performance, we use comparative data
compiled by the National Rural Utilities Cooperative
Finance Corporation. The Key Ratio Trend Analysis
(KRTA) analyzes distribution system operations,
strengths and weaknesses, as well as past and
present performance. It also supports predictions
for future performance. KRTA ranks South Central
Power against peers in Ohio and across the country.
CONGRATULATIONS
In 2013, our colleague Harold Cooper was
elected Chairman of the Board of Directors of
Federated Rural Electric Insurance Exchange, a
property and casualty insurance company located
in Lenexa, Kansas. Federated, a cooperative itself,
meets the insurance needs of numerous electric
co-ops across the country. First elected to Federated’s Board in 2008, Cooper continues as chairman in 2014.
THE COOPERATIVE DIFFERENCE
Cooperatives are unlike any other business. We
exist to meet community needs, not to make a
profit. Cooperatives are guided by seven cooperative
principles: open membership; democratic member
control; members’ economic participation; independence; education, training, and information;
cooperation with other cooperatives; and concern
for community. It is this cooperative difference that
powers our communities and empowers our
members.

Rebecca Witt
Chief Financial Officer

Cathy Bitler
Vice President
Member Service &
Community Relations

Susan Everly
Vice President
Human Resources

James Meyers
Vice President
Operations

Thomas Musick
Vice President
Engineering
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SERVICE TO MEMBERS
ELECTRIC SYSTEM MAINTENANCE

“Each preventative
measure we take is
designed to improve
reliability and reduce
outage restoration times.
We’re also
re-defining our system
maintenance schedule
to be more proactive,”
says Vice President of
Engineering Tom Musick.

In 2013, a variety of breakers, switches, insulators and other hardware was
replaced in about 30 percent of the co-op’s substations. The Supervisory Control
and Data Acquisition (SCADA) units in selected substations in the Lancaster,
Canal Winchester and Circleville areas were upgraded, as well. Cooperative
personnel can
now better monitor and operate
substation devices
remotely, so troubleshooting is
easier and restoration times are
reduced.
Power received
at the substations
is distributed to
members over the
co-op’s electric
lines. Across the
service territory,
crews rebuilt
Line crews perform maintenance at Violet Substation in Fairfield County.
51miles of overhead line and replaced four miles of underground wire. An additional 18 miles
of overhead distribution line were converted from single-phase to three-phase
to accommodate the electricity requirements of oil and gas projects in eastern
Ohio. More than 12,500 poles were inspected and 368 were replaced.

METER UPGRADES

CARE FOR THE ENVIRONMENT

During 2013, South Central undertook a
three-year $3.2 million program to upgrade
34,000 residential meters. The co-op is replacing
electromechanical meters with solid state
models. Putting new technology in the field
now helps the co-op stay ahead of meter
malfunctions which could result in billing
problems. The new meters are in place in the
Hillsboro area and parts of the Circleville area.
The upgrade is provided at no cost to members.
“Meters measure each member’s demand
for electricity, so we can assign electric load
to substations and circuits. Loading our
system properly reduces power outages and
helps our line crews restore power faster,” says
Vice President of Operations Jim Meyers.

South Central Power is enhancing the spill prevention,
containment and countermeasures (SPCC) methods used
in its substations. Because transformers contain oil, SPCC
mitigates environmental damage should an equipment
malfunction occur. In 2013, the cooperative conducted site
evaluations aimed at prioritizing the risk at 66 substations.
As the cooperative researches its SPCC options, a pilot
project is underway at Valley View Substation in Fairfield
County.
“South Central Power recognizes the importance of
being an environmental steward that protects the soil,
waterways and aquatic life near our substations,” says Director of Safety and Environmental Control Bryan Barker.

VEGETATION CONTROL
Right-of-way maintenance is the largest
operational expense incurred annually by South
Central Power. The cooperative cuts, trims or
treats trees and brush on a schedule that covers
the 24-county service territory every three years.
In 2013, more than 4,800 miles of electric line
were trimmed or treated at a cost of $8.1 million.
Vegetation control helps prevent outages and
reduces line damage caused by trees. Clear
rights-of-way make it easier to locate broken
poles, downed lines and other equipment
failures, so repairs can be made more quickly.
“Our approach is an environmentally safe
way to manage brush growing around many
miles of co-op poles and lines. It is also the
method preferred by industry experts nationwide,” says Director of Vegetation Control Tom
Lacey.
A right-of-way that has been cleared.

WIRELESS SECURITY SERVICE

MARCS RADIO SYSTEM

Landline telephones are not required to have a
security system from South Central Power. Dedicated
wireless connectivity can monitor a security system,
call the authorities and notify the member by text or
email that an event has occurred. It also offers property
protection if the Internet goes down or the security
panel is damaged. The wireless technology operates
for 24-hours on back-up battery power, offering
security during power outages.
“Wireless security technology gives homeowners
and small businesses that rely solely on mobile devices
property protection and the peace of mind that comes
from having a security system,” says Director of
Diversified Services Carol Disbennet.

South Central Power converted its radio communications to the state-operated Multi-Agency Radio
Communications System (MARCS) in 2013. The
Federal Communications Commission classifies electric cooperatives as public safety organizations enabling South Central Power to use MARCS along with
the state’s other first responders. The 800 megahertz
radio network uses more than 200 towers to connect
700 local, county, state and federal agencies across
Ohio.
“MARCS gives us more consistent radio coverage,
especially in remote areas. Improved communications
not only increases operational efficiencies, but also
keeps our employees safer,” says Director of Facilities
Mike Henderson.

SAFETY MILESTONES
Workers at three South Central Power
offices earned the distinction of working
at least one year without a lost time
accident. Through December 31, 2013,
the Circleville office led the way with
1,109 days. Barnesville workers logged
429 days, and Canal Winchester employees
worked 371.

“These significant milestones were
not easily earned. They demonstrate
the commitment of both the co-op
and its employees to a culture of
safety,” says Director of Safety and
Compliance Chancey “Buzz” Detty.

Circleville office employees have worked more than 1,100 days without a
lost time accident.

POWERING COMMUNITIES
EMPOWERING MEMBERS

ENGAGEMENT WITH MEMBERS
AN ACTIVE VOICE

A member asks a question during the
annual meeting.

Electric cooperatives’ election process ensures members have a role in
the operation of their co-op. Trustees are elected from and by their fellow
members. All members have one vote and can cast a ballot for each
trustee up for election. When the trustees propose Code of Regulations
amendments, as they did in 2013, members attending the annual meeting
have an opportunity to ask questions about how the changes affect them
and the co-op before they vote.
“Once elected, trustees set policy, approve contracts and establish
budgets. Voting in the trustee election, as well as when Code of Regulations
amendments are proposed, gives members a voice in their co-op,” says
Vice President of Member Service and Community Relations Cathy Bitler.

GAUGING MEMBER SATISFACTION
South Central Power was among five Ohio co-ops to conduct in-person focus groups where members shared their
questions and concerns directly with their co-op. The conversations were a new component of the annual Member
Attitude Survey conducted by the National Rural Electric Cooperative Assosciation’s (NRECA) Market Research Division.
It gives the co-op insight into the members’ perception of the co-op’s performance. The American Customer Satisfaction
Index (ACSI) score is a component of the survey. The national economic indicator measures consumer satisfaction across
various industries. South Central Power’s score of 83 out of 100 showed improvement from previous surveys.
“Our members told us that keeping them informed is very important to them. We’re researching and implementing
ways to get members the information they want in the format they prefer,” says President and CEO Rick Lemonds.

COMMUNITY COMMITMENT
The animal welfare non-profit organization Fairfield County CARES
recognized South Central Power with
a Business Service Award during its
annual dinner. President and Founder
Janice Kobi presents the award to
Community Development Director
Brad Markwood.

Circleville Member Service
Representative LuAnn Francis,
Lineman Paul Cox, Office Supervisor
Mykela Wright and Energy Advisor
Kevin Kemmerer join Pickaway
County’s inaugural 5K fun run to
benefit cystic fibrosis.

TRUSTED SOURCE OF INFORMATION
South Central members can turn to their co-op
for help with many electricity-related issues. Energy
advisors regularly provide members with ideas on
the efficient and effective use of energy. They also
investigate why a household’s electric usage may
have increased unexpectedly and offer suggestions
on how to resolve the issue. Field engineers assist
members in planning the construction of new
electric service to their property or relocating a
line. Billing questions are answered promptly and
professionally by member service representatives,
while customer account representatives proactively
work with members who find it difficult to pay
their electric bill by making alternative payment
arrangements.
“South Central Power takes pride in its friendly,
courteous, highly trained and professional
employees. They come to work every day to help
our members,” says Vice President of Human
Resources Susan Everly.

Director of Communications and Government
Relations Lisa Hooker explains storm preparedness
to local TV viewers. Whether it is outage updates,
conservation tips or energy policy, the cooperative
reaches out to members through traditional media. It
also uses social networking sites Facebook and Twitter.

South Central Power’s 1940s service truck is a
frequent parade sight. Energy Advisor Kevin Kemmerer,
Community Development Director Brad Markwood,
Engineering Coordinator Joyce Landis, Member
Service Representative Donna Turner, and President
and CEO Rick Lemonds prepare to walk the Lancaster
Christmas parade route.

Congressman Steve Stivers addresses participants in
Co-op Owners for Political Action at the Lancaster office.

POLITICALLY INVOLVED
ACRE Cooperative Owners for Political Action®
is how the voices of electric co-op members are
heard on Capitol Hill and at the Ohio Statehouse.
Administered by NRECA, it determines who to
financially support based on the individual’s position
on critical issues, votes and public statements.
Both Republicans and Democrats receive contributions.
More than 500 South Central Power members
voluntarily contribute to Co-op Owners for Political
Action. In 2013, they were called upon to tell the
EPA via email that America needs an all-of-theabove energy strategy that includes coal.
In 2013, South Central Power hosted Legislative
Updates that brought together members who participate in Co-op Owners for Political Action and one
of their elected officials primarily to discuss energy
policy. Hillsboro-area members met with State
Representative Cliff Rosenberger (R-91st District),
State Sen. Lou Gentile (D-30th District) visited with
Barnesville-area members, and U.S. Representative
Steve Stivers (R-15th District) met with members
from Canal Winchester, Circleville and Lancaster.
“Legislation and regulations crafted by state
and federal lawmakers can significantly impact
electric cooperatives and their members. Political
involvement is a must in today’s climate, so we appreciate those members who have joined the
dialogue about the future of energy in our nation,”
says Director of Communications and Government
Relations Lisa Hooker.
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BENEFITS OF COOPERATIVE MEMBERSHIP
“Capital credits are a distinguishing benefit of a cooperative, because they represent
members’ share of the margins.
South Central Power is proud
that it is financially sound and
has allocated and retired
capital credits continuously
since 1978. The cumulative
total of retired capital credits
paid to members is approaching
$111 million,” says Chief
Financial Officer Becky Witt.

CAPITAL CREDITS
South Central Power annually allocates its margins to each member’s
capital credit account based on the dollar amount of electricity
purchased during a particular year. In 2013, nearly $15.6 million in
capital credits were allocated to members served by the co-op in
2012.
After 20 years, the allocated capital credits are paid, or retired, to
members provided the co-op’s financial position is not jeopardized.
During that 20-year period, South Central Power uses the funds as
operating capital. Capital credits also are paid to the estates of
deceased members. In 2013, about $6.7 million in capital credits
were paid to members from 1992 allocations.

MORE SAVINGS THAN EVER
The Co-op Connections® Card, known for its prescription drug
discounts, added saving programs in 2013. Healthy Savings discounts
cover select dental, vision, chiropractic, hearing, and lab and imaging
services. MyVIPSavings.com features discounts from many of the
nation’s top stores and automatic cash back rewards. Pet Assure
benefits apply to certain veterinary services and other pet-related
products.
“Members who used the Co-op Connections Card at pharmacies
during 2013 saved more than $1,200,000. The pharmacy savings
total more than $500,000 for South Central Power members
since we introduced the program in 2010,” says Director of
Member Service Cyndi Arledge.

IMPROVING QUALITY OF LIFE
South Central Power frequently partners with economic development professionals to attract or retain businesses,
create jobs and generate local tax revenue. The cooperative understands the importance of electric infrastructure and
service in that process. As a leading provider of energy information for businesses large and small, South Central
Power also works closely with companies from initial site inquiry through the design and construction phases. Once
operational, the cooperative ensures that the day-to-day electric needs of its commercial and industrial members are met.
“The Utica Shale field’s vast underground natural gas reserves are attracting companies that market, process and
transport it out of eastern Ohio. South Central Power, in cooperation with those firms, is upgrading substations and
electric lines to power wells that pump and compressor sites that move the natural gas,” says Director of Technical
Services Aaron Shambrock.

SUPPORTING MEMBERS’ CHILDREN
This commitment to our members’ children is another example of why your electric cooperative is more than
just an electric utility,” says Director of Community Development Brad Markwood.

South Central Power
sponsored Kaitlin Miller
of Monroe Central High
School in Woodsfield for
the Touchstone Energy®
Achievement Scholarship
competition. It recognizes
students who pursue a
college education in spite
of personal challenges.
Miller received $1,750
from Ohio Rural Electric
Cooperatives.

Cody Jackson of St. Clairsville High
School and Emily James of Bloom-Carroll
High School in Fairfield County were
South Central Power’s representatives to
the 49th Annual Rural Electric Youth Tour.
They were among a record contingent of
nearly 1,600 students from 41 states. The
students visited members of Ohio’s
Congressional delegation and toured
museums and monuments.

Kelly Speirs of Logan Elm High School in Circleville and Charles
Kronk of Pickerington High School North were selected as South
Central Power’s 2013 top scholars. They each received $600 and
represented the co-op at the statewide competition. Speirs was
awarded a $2,060 second-place girls’ division scholarship and
Kronk won the $1,545 fifth-place boys division scholarship.

ENERGY MANAGEMENT PROGRAMS
South Central Power offers two energy management
programs to save participating members energy and
money. More than 24,000 members have a radio-controlled switch installed on their electric water heater.
Another 1,000 members participate in Cool Returns, a
pilot program where a switch is installed on their central
air conditioner, air or ground source heat pump.

“During periods of peak electric usage,
the switches are activated to control or
cycle the units. Managing the electric
demand this way saves energy, reduces
power costs and extends the life of the
power generating plant,” says Director of
Energy Services Jeff Campbell.
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2013 STATISTICS AT A GLANCE
New Electric Consumers Added ........................ 1,390
Total Active Electric Consumers .................... 116,162
Miles of Line.................................................... 11,901
Average Consumers per Mile of Line ......................9.8
Kilowatt-Hours Sold ............................ 2,341,008,102
Operating Revenue .............................. $257,731,000

Total Assets ............................................$428,541,000
Capital Credit Payments ............................$7,501,000
Bills Rendered ............................................1,416,000
Total Employees ....................................................220
Total Vehicles ........................................................123
Miles Driven................................................2,020,138

OPERATING REVENUE
Residential: 67%

Other: 1%

Large Power: 24%

Small Commercial: 8%

OPERATING EXPENSE
Purchased Power: 71%

Kilowatt Hour Tax: 4%
Operations: 17%

Depreciation/Interest: 8%

YEAR-END FINANCIAL STATEMENTS FOR 2013 AND 2012
Balance Sheets
South Central Power Company

Assets
Total utility plant
Less accumulated provisions for depreciation
Net utility plant

2013

December 31

2012

$ 390,144,136
127,996,187
262,147,949

377,707,599
123,043,383
254,664,216

4,083,181

7,727,275

33,032,450
4,023,278
342,889
41,481,798

31,093,378
3,118,306
351,189
42,290,148

Total Assets

428,541,111

$ 408,946,646

Equities and Liabilities
Member and patron equities

238,538,768

$ 228,257,420

16,462,555
18,002,765
1,435,319
4,825,580
7,280,192
1,629,501
8,966,912
58,602,824

17,788,805
1,377,601
4,768,132
6,942,159
1,749,030
7,626,268
40,251,995

$ 428,541,111

$ 408,946,646

Investments and fund accounts

Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for
losses in collection (2013: $593,000;
2012: $516,000)
Inventories
Prepaid insurance and other expenses

Deferred debits

Long-term debt net of current maturities

Current liabilities:
Note payable - line of credit
Trade accounts payable
Consumer deposits
Accrued salaries, wages and related items
Accrued property and miscellaneous taxes
Other current liabilities
Current maturities on long-term liabilities

Deferred credits

Total Equities and Liabilities

116,116,469

8,794,895

131,129,603

269,916

111,896,029

96,253

140,339,705

97,526

Statements of Revenues and Expenses,
and Member and Patron Equities
South Central Power Company
Operating revenue

Operating expenses:
Cost of power
Transmission
Distribution:
Operation
Maintenance
Consumer accounts
Consumer service and information
Administration and general
Depreciation
Taxes
Total operating expenses

Operating margins before fixed charges
Fixed charges — interest on long-term debt
Operating margins after fixed charges

Generation and transmission capital credits
Other capital credits and patronage dividends
Net operating margins
Non-operating margins — other expense
Non-operating margins — interest income
Net margins for the period

Year Ended December 31

2013

2012

$ 257,730,567

$246,107,309

178,195,461
446,743

170,147,068
407,838

4,287,144
21,683,519
5,139,400
2,875,293
8,434,979
12,141,864
9,447,013
242,651,416

4,345,221
22,341,336
5,042,505
2,878,384
8,840,468
11,122,956
9,331,587
234,457,363

8,504,557
1,423,012
17,431,343

9,937,955
1,284,607
14,690,910

15,079,151
7,575,377
7,503,774

82,232
269,004
17,782,579

Member and patron equities, beginning of year
Retirement of patronage capital

228,257,420
(7,501,231)

Member and patron equities, end of year

$238,538,768

11,649,946
8,181,598
3,468,348

70,333
327,460
15,088,703

221,213,855
(8,045,138)
$ 228,257,420

South Central Power Company’s audit as of December 31, 2013 was completed by GBQ Partners, LLC of
Columbus, Ohio. Copies of the report are available at each South Central Power district office.
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