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FROM THE PRESIDENT & CEO

T

he year 2014 was a very good one for your cooperative. We
take great pride in the fact that you have entrusted us with
the responsibility to manage the day-to-day activities of the
cooperative, and financially, revenue and margins grew and costs
were below budget.

Richard Lemonds
President & CEO

SETTING DIRECTION
Perhaps our most important accomplishment of 2014 was the
development of an updated business plan that is geared toward
fulfilling our mission to deliver safe, reliable electric service that
adds value to the lives of our members.
To help prepare for the challenges ahead, we sought the input of
more than three dozen employees and board members. As the group
focused on how the cooperative could best achieve its mission and
vision, more than a hundred ideas and concepts were presented
and discussed. Ultimately, these ideas and concepts were pared
down to dozens and then further to about 12 for 2015.
In late 2014, we completed a process-improvement framework
that will be used to document key processes and activities and
“map out” critical stages or steps that can be improved upon. A
complete system inventory of all of our processes is under way to
help prioritize projects and maximize benefit. Employee participation in the assessment and improvement of processes will ensure
the practice becomes a consistent part of the culture at South
Central Power.
These strategic priorities or business objectives, together with a
technology roadmap and business process architecture, will guide
the way to achieving the Vision for 2020 and the safety, reliability
and member satisfaction targets that have been established.

MISSION

Our cooperative exists to deliver
safe, reliable electric service
that adds value to the
lives of our members.

Attention to the day-to-day business, while working
on the three-to-five year strategy and watching the
ever-changing utility horizon, is often a challenge.
Following a strategic plan ensures that the Board and
leadership team devote their attention to the things
most important to our current and future success.
REGULATORY CHALLENGES
The most important external challenge facing the
cooperative is the proposed regulations regarding how
carbon dioxide affects climate. The proposed regulations
are a cause for real alarm when talking about the future
of our industry, particularly in the areas of electricity
prices and reliability. The standards, as proposed,
would all but eliminate coal as a fuel in the production
of electricity using current technologies. This will result
in higher electricity prices and could cause “brownouts or black-outs” due to insufficient capacity to meet
demand. We’ve initiated a grassroots effort to urge
regulators and legislators to strike a balance that
considers cost, growing electrical usage and long-term
environmental goals.
We credit South Central Power’s achievements this
past year to careful planning, sound and strategic
business practices, and a highly skilled workforce —
the strength behind our corporate strategy. We thank
our employees — past and present — who have contributed so much to the success of the cooperative.
Last, but certainly not least, thank you for your
patronage and the opportunity to serve you in 2014.
It’s why we are here.

VISION

The cooperative strives to be
a model of operational
excellence recognized for
quality of service, superior value
and being a strong presence
in the community.

By 2020, our employees will have
zero accidents, our American
Customer Satisfaction Index (ACSI)
score will be at least 88 and our
System Average Interruption
Duration Index (SAIDI) excluding
extreme storms will be
180 minutes per consumer.

WE VALUE

The safety of our employees
and the general public

Integrity, professionalism and
accountability in all that we do
Exceptional service

Responsible financial
management

Communication, collaboration
and teamwork
Engaged, informed and
innovative employees
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Kenneth D. Davis
Chairman

James D. Evans
Treasurer

FROM THE BOARD OF TRUSTEES

Richard C. Poling
Vice Chairman

Harold E. Cooper
Asst. Treasurer

Mike Hummel
Asst. Vice Chairman

Alan Gabriel

S

uccess today requires your electric cooperative
to set a course that adapts to rigorous member
expectations, emerging technologies and a foggy
political landscape. Business as usual is not enough,
and your Board of Trustees realizes our fellow members
expect more than ever from South Central Power.
CAPITAL CREDITS
Since 1978, South Central Power has returned
capital credits to its members totaling more than
$119 million. In 2014, about $8.3 million in capital
credits were returned to members from 1993 allocations. 2014 capital credits allocations for members
served by the cooperative in 2013 totaled nearly
$18.8 million.
RATE ADJUSTMENT
We strive to keep our rates competitive, while
balancing ever-rising expenses. In 2014, it was
necessary to increase the monthly consumer charge
and outdoor lighting charges. The increases were

Thomas F. Lamb
Secretary

Stephen A. Johnson

Lawrence Kobi
Asst. Secretary

Franklin Lucas

Michael Vinka

based on the 2013 cost-of-service study. The 2014
budget also indicated rate changes were needed
to meet the cooperative’s cash requirements and
provide adequate margins to satisfy our lenders’
requirements.
UPDATED POLICIES
Your electric cooperative took a tougher stance
with those who tamper with cooperative equipment
and steal electricity. The cost of meter tampering and
theft of service unfairly increases what every member
pays for electricity. The policies updated in 2014
place responsibility for the cost of damage and theft
on those who perpetrate the crimes. The goal is not
only cost recovery, but also a safer electric system for
our members, employees and the general public.
We also revised the co-op’s vegetation control
policies to adopt methods that reduce tree-related outages that inconvenience our members. Those expenses
total approximately $8 million annually, making it the
co-op’s second-largest operational expense.

MANAGEMENT
TEAM

Rebecca Witt
Chief Financial Officer

STRATEGIC PLANNING
As South Central Power goes
about its daily work, it will rely
on many of the things that have
led to today’s success. The exhaustive review and update of the
strategic plan affirmed that your
electric cooperative is doing a considerable number of things well.
Not surprisingly, it also revealed
areas in need of improvement.
OPERATION ROUND UP
We established the South
Central Power Company Foundation in 2013. In 2014, we named
cooperative members to its Board
of Directors. The cooperative also
began rounding up members’

monthly electric bills. Known as
Operation Round Up, the program
provides the Foundation with
ongoing funding for charitable
grants. The first grants were
awarded in 2014 to civic, community and educational organizations across the service territory.
As we happen upon changes in
the current, undoubtedly course
corrections will be required. As
your elected representatives, it is
our duty to keep the best interests
of the cooperative and you, its
members, at the forefront when
adjusting the sails. It is a responsibility we do not take lightly.

Kenneth D. Davis
Chairman

Cathy Bitler
Vice President
Member Service &
Community Relations

Thomas Musick
Vice President
Engineering &
Operations
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2014 STATISTICS AT A GLANCE

New Electric Consumers Added ...................... 1,422
Total Active Electric Consumers ................ 116,746
Miles of Line .................................................. 11,938
Average Consumers per Mile of Line ....................9.8
Kilowatt-Hours Sold............................ 2,406,133,308
Operating Revenue .............................. $266,862,000

Total Assets ..........................................$444,569,000
Capital Credits Payments ........................$8,302,000
Bills Rendered ............................................1,422,723
Total Employees ..................................................225
Total Vehicles ......................................................132
Miles Driven................................................1,932,775

OPERATING REVENUE

OPERATING EXPENSE

Residential: 66%

Purchased Power: 71%

Other: 1%

Small Commercial: 8%

Large Power: 25%

Operations: 17%
Kilowatt-Hour Tax: 4%
Depreciation/Interest: 8%

Comparative Bill* for 1,000 Kilowatt-Hours
Residential Service

August 2014

* Investor-owned utility standard service offer

FOLLOWING THE COMPASS:
FUNDAMENTAL FRAMEWORK

A REVITALIZED STRATEGIC PLAN

The strategic planning process that South Central Power undertook in 2014 fundamentally
changed how the cooperative sees its mission, sets short- and long-term goals, and measures
success. The co-op implemented a strategic planning method specifically adapted for electric
distribution cooperatives.
A 28-member employee team assessed and prioritized virtually every aspect of the co-op. The
group rewrote the co-op’s Mission Statement, which describes why South Central Power exists
and stands the test of time. In comparison, the Vision Statement changes as goals are achieved
and new ones are set. The Values Statement lists what the cooperative considers to be important
in how it conducts business.
The strategic plan’s change agenda focuses on three themes: electric system reliability, organizational excellence and member satisfaction. Each theme has measureable objectives, specific
initiatives or projects, and employee teams. It incorporates continuous process improvement
methods and provides measures to compare co-op performance against peers and best-in-class
performers. The strategic plan is assisting the co-op in making the best use of its financial and
human resources as it puts into place improvements to better meet members’ needs.

A STRONG COMMITMENT TO
PUBLIC AND EMPLOYEE SAFETY

South Central Power is directing more resources
than ever to public and employee safety. To further
foster its culture of “Safety First,” the cooperative
partnered with Caterpillar Safety Services. Caterpillar is assisting the co-op with employee training,
issue identification and creating a continuous
process-improvement framework to help achieve
zero accidents by 2020 as set forth in the strategic
plan.
To set direction, the co-op established a Safety
Steering Committee. It is guided by results from
an extensive employee safety survey administered
by Caterpillar. For its first project, the committee
assembled an employee team to address potentially hazardous circumstances that could cause
injury, illness or damage. A review of “near miss”
reports helps establish practices and procedures
to keep employees and members safe. Future
teams will review other processes and benchmark
against best practice standards to further augment
employee and public safety.

THE ROLE OF
TECHNOLOGY

An array of technology monitors
the electric system, generates
monthly bills and provides employees
the information they need to address
member inquiries. Because of technology’s prominent role at South
Central Power, the cooperative
turned to Boreas Group of Colorado
for assistance in developing a fiveyear technology plan.
The plan identifies and prioritizes
the immediate upgrades that are expected to improve operations, increase efficiency and better serve
members. The recommendations also
reflect the technology-related strategic plan objectives, but they can be
adjusted as the strategic goals change.
The co-op’s Technology Steering
Committee is leading the plan’s implementation.
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A STRONGER ELECTRIC SYSTEM

SHIP SHAPE:

In 2014, South Central Power identified and prioritized the transmission,
substation and distribution system work that will bolster the infrastructure
and increase the reliability of electric service. The work is encompassed in
the cooperative’s five-year, $72 million workplan that guides system improvements through 2017. A sizable portion of the improvements is funded
through the $64 million Rural Utilities Service loan the co-op secured in 2013.
Ongoing assessments of transmission lines, substations, and distribution lines and equipment help to prioritize the projects based on member
growth, system capacity and equipment condition. The cooperative
initiated a program of preventive electrical testing to assess substation
equipment for integrity, condition and life expectancy. Testing at 16
substations was completed in 2014.
Proactively maintaining the electric system allows the co-op to locate
faulty wire and equipment before they malfunction, fail and cause an
outage. System work in 2014 included upgrading or replacing 8 miles of
transmission line and 35 miles of distribution line. Approximately 19,000
poles were inspected and 750 were replaced. More than 2,500 miles of trees
and vegetation were trimmed or treated.

Linemen Bill Gray and Steve Mott de-energize a primary metering cabinet prior to maintenance work.

STRENGTHENING THE ELECTRIC SYSTEM

IMPROVED DATA FROM
THE FIELD

The cooperative hit the halfway mark of its breaker change-out
schedule in 2014. Members are seeing the difference. The new
breakers help the co-op keep power on for more members when
line faults occur. Instead of a whole line going out because of a
fault, only a section of it is affected. Electronic controls that display equipment status and faults provide more information, making troubleshooting easier and faster.

South Central Power developed a
plan to get more out of its Supervisory
Control and Data Acquisition
(SCADA) system. Equipment evaluations, communication paths and data
yielded from the SCADA assessment
showed what investments are needed.
The plan also addresses how to acquire the data needed for good decision making, improved reliability and
faster outage restoration for members.
An inventory of the cooperative’s
overhead and underground equipment
is in its sixth year. As the data is incorporated into the co-op’s geographical
information mapping system, it enhances the cooperative’s ability to locate and identify specific assets in the
field. Improving the accuracy of the
maps gives line crews better information, allowing them to restore power
faster and boost electric service reliability for members.

NEW APPROACHES TO VEGETATION CONTROL

Maintaining adequate clearance between trees and power lines is vital to the reliable operation of the
electric system and to minimizing power outages for members. During 2014, vegetation control consultant
ACRT, Inc., of Akron conducted an extensive audit of South Central Power’s practices. The firm assessed
the co-op’s program against best practices to improve reliability, tree health, member relations and financial
responsibility.
As a result, the cooperative shifted away from its practice of topping trees in favor of directional pruning,
which minimizes re-sprouting and directs regrowth away from power lines. Because it results in healthier
and safer trees, directional pruning is the best-practice standard of the American National Standards Institute, National Arbor Day Foundation and International Society of Arboriculture.
Even so, the preferred approach remains the removal of trees that pose a hazard to the cooperative’s
electric lines and equipment. An analysis of 2014 tree-related outages found that 95 percent of them were
caused by trees growing outside of the co-op’s established rights-of-way. Instead of simply widening the
rights-of-way, South Central Power is selectively removing damaged, leaning and dead trees. That leaves the
stronger, healthier trees in place.
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WATCHING THE HORIZON:
POLITICAL ENGAGEMENT

EPA’S CARBON DIOXIDE EMISSION RULE

The U.S. Environmental Protection Agency’s (EPA) proposed
rule on carbon dioxide (CO2) emissions will have far-reaching
affects on electric power generation. It calls for CO2 emitted from
fossil-fuel-based power plants to be cut by 30 percent by 2030
when compared to 2005 levels.
Electric cooperatives contend that the rule undermines the
affordability and reliability of electricity by essentially removing
coal from the nation’s energy mix. It ignores the fact that coal generates about 40 percent of the nation’s power and, closer to home,
90 percent of the power used by Ohio’s electric co-op members.
Electric cooperatives are advocating for a national energy policy
that uses all available resources and ensures affordable, reliable
and environmentally responsible electricity. That’s why South
Central Power encouraged its members to tell the EPA to keep coal
as an energy source. When the December 1 comment deadline
passed, more than 1.1 million e-mails had been sent by co-op
members and employees across the country. Ohio accounted for
46,426 of them, while South Central Power led the state with 7,178
e-mails.

POLITICALLY ACTIVE AND ENGAGED

With more than $1 billion in recent environmental upgrades, Cardinal Generating Station
is one of the cleanest, most efficient plants in
the world. As a coal-burning power plant, it
emits carbon dioxide. How it will be affected
by the EPA’s proposal is unclear until the
agency issues its final rule.

When America’s 42 million electric co-op members speak
collectively, they’re heard by elected officials in Washington, D.C.,
and at the Ohio Statehouse.
That outreach is achieved through ACRE Co-op Owners for
Political Action®, a grassroots political action committee administered by the National Rural Electric Cooperative Association.
Funded through voluntary member donations, it contributes to
Democratic and Republican officeholders and candidates who
support the interests of electric cooperatives and their members.
For the first time, South Central Power participants in Co-op
Owners joined co-op employees for the annual tour of Cardinal
Generating Station in Brilliant, Ohio. Participants received a firsthand look at where their power is generated.
The cooperative welcomed U.S. Representatives Bill Johnson,
Steve Stivers and Brad Wenstrup and State Senator Troy Balderson
to its annual Legislative Updates. Co-op Owners participants heard
the lawmakers discuss the “war on coal,” carbon dioxide emissions
regulations and regulatory authority. The conversation also included
how development surrounding eastern Ohio’s Utica Shale is positively affecting Ohio’s economy.

ALL HANDS ON DECK:
MEMBER SERVICE AND COMMUNITY COMMITMENT

SUPPORTING MEMBERS’ CHILDREN

Lauren Sommers of Pleasantville
(Fairfield County) and Adam
Agosta of Circleville (Pickaway
County) were South Central
Power’s 2014 top scholars.

Michael Wing of Lancaster
(Fairfield County) and Kaylee
Reed of Amanda (Fairfield
County) represented South
Central Power at the 50th
annual Rural Electric Youth
Tour to Washington, D.C.

Pickerington’s Lakeview Junior High
School teachers Merri Biggs and Candace
Smith (center, back row) were awarded
Ohio Energy Project’s (OEP) Innovation
Award for their use of the Be E3 Smart
energy efficiency program. They were
joined by their students and South
Central Power’s Energy Advisor Donna
Ackers and Director of Energy Services
Jeff Campbell at OEP’s Youth Energy
Celebration.

MEMBER SURVEYS

South Central Power began surveying members quarterly in 2014 using Touchstone Energy (TSE)
Services, a market research organization owned by North Carolina’s electric co-ops.
Each quarter, 250 South Central Power members were asked how they felt about the co-op after certain
interactions: an outage, right-of-way work, and electric service turn-ons for new members and existing
members who relocated within the service territory. The overall 2014 member satisfaction score for
South Central Power is 8.74 out of 10, which is slightly below the benchmark of 8.8.
Data from the TSE Services surveys and National Rural Electric Cooperative Association’s biannual
member attitude survey assists South Central Power in reaffirming its positive performance traits and
identifying service gaps that affect member satisfaction. The cooperative’s strategic plan and operational
activities are designed to address those service gaps.

Charting

OUR COURSE

Young equestrians compete in Special Olympics.

Lancaster-Fairfield County Charity Newsies get
funds for holiday food baskets.

REPORT OF THE FOUNDATION
BOARD OF DIRECTORS

The work of the South Central Power
Company Foundation kicked off in
2014 in a big way. Although only in
existence for a few months, the Foundation is already making a difference to
hundreds of men, women and children,
thanks to the generosity of South Central Power members.
Initial grant funding came from the lease of oil and gas
mineral rights on property owned by South Central Power.
We appreciate the jump-start provided by the South Central
Power Board of Trustees. Our continuing funding comes
through Operation Round Up, a program by which members
allow South Central Power to round up their electric bills to
the nearest dollar each month.
As inaugural members of the Board of Directors, it has been
our pleasure to serve the members of our electric cooperative
by overseeing distribution of the funds they give through Operation Round Up. In just our first few months of operation,
grant awards totaled nearly $110,000. We have used funds to
provide food for the hungry, support educational programs
for children, improve the health of our neighbors, purchase
life-saving and life-enhancing equipment, support young athletes with disabilities, and much more.
While we have already made an impact, we are just getting
started. In 2015, we expect to have about $500,000 to give
back to the communities in South Central Power’s 24-county
service territory. It is all thanks to members who realize that
a little change can go a long way toward improving the lives
of their neighbors. We look forward to continuing our work to
ensure those funds are put to the best possible use.

Donald C. Jones
Chairman
Monroe County Junior Livestock Sale Committee’s
grant will help build a new 4-H exhibit barn at the
county fairgrounds.

2014 Statement of Revenues
and Expenses
REVENUE
Lease Proceeds
Contributions*
Interest
TOTAL

$146,267.66
$158,720.64
$
32.03
$305,020.33

EXPENSES
Grants
Legal Fees
Other
TOTAL

$109,454.98
$ 10,385.31
$ 8,845.39
$128,685.68

*Contributions began October 2014

Organization

2014 Grant Recipients

AHA! A Children’s Museum
preschool program ..............................................$
Baltimore/Thurston Food Pantry ....................$
Belmont Soil & Water Conservation
educational material ............................................$
Berger Health Foundation
women’s cancer screening ................................$
Big Brothers/Big Sisters
program expansion..............................................$
Boy Scout Troop 241
camping equipment ............................................$
Canal Winchester Human Services
food pantry............................................................$
Canal Winchester Schools
books and totes ..................................................$
Double J Stables Special Olympics
equestrian program ............................................$

Award

Award

2,000.00

Lewisville Volunteer Fire Department
equipment..............................................................$ 6,500.00
LifeBridge – mechanical lift................................$ 5,000.00
Monroe County Arts Council
access for the disabled........................................$ 2,500.00
Monroe County Junior Livestock Committee
4-H exhibit barn ..................................................$10,000,00
Ohio 4-H Special Needs Camp
paddleboards ........................................................$ 5,000.00
Ronald McDonald House Charities
Helping Hands program ....................................$ 5,000.00
Salvation Army
kitchen equipment ..............................................$ 5,000.00

5,000.00

Special Olympics Ohio – entry fees ................$

2,700.00

The Lighthouse – office expansion ..................$ 5,000.00
The Pump House
Peace Paper Project ............................................$ 2,000.00
United Way Imagination Library ......................$ 2,500.00
Village of Stoutsville
community park ..................................................$10,000.00
Wagnalls Memorial Theatre
microphones ........................................................$ 3,000.00

3,000.00
2,000.00
1,000.00
5,000.00
4,000.00
2,500.00

Emergency Clearinghouse Food Pantry ........$ 2,000.00
God’s Community Food Pantry ......................$ 2,000.00
Greenfield Area Christian Food Pantry ..........$
Greenfield Township Fire Department
intubation kit ........................................................$
Hardesty Wood Pantry
equipment maintenance and repair ................$
Highland County Homeless Shelter
food pantry............................................................$
Hocking County Soil & Water Conservation
Kid’s Garden ........................................................$

Organization

2,000.00
1,289.99
2,000.00
2,000.00
969.99

270.00

Walnut Elementary – iPads ..............................$ 1,180.00
Williamsport United Methodist
Food Pantry ..........................................................$ 2,000.00
YMCA of Ross County
gymnastic equipment ..........................................$ 2,545.00

Year-end Financial Statements FOR 2014 AND 2013
Balance Sheets
South Central Power Company

December 31
2014

Assets
Total utility plant
Less accumulated provisions for depreciation
Net utility plant
Investments and fund accounts
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for
losses in collection (2014: $548,000;
2013: $593,000)
Inventories
Prepaid insurance and other expenses

Deferred debits

$ 401,931,368
132,567,439
269,363,929

2013
390,144,136
127,996,187
262,147,949

123,241,621

116,116,469

6,785,790

4,083,181

31,275,063
5,305,000
466,250
43,832,103

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

8,131,036

8,794,895

Total Assets

444,568,689

$ 428,541,111

Equities and Liabilities
Member and patron equities

251,665,453

$ 238,538,768

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

137,596,022

131,129,603

14,000,000
17,255,636
1,541,525
4,537,785
7,441,507
1,609,957
8,524,182
54,910,592

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

396,622

$ 444,568,689

269,916
$ 428,541,111

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

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

Member and patron equities, end of year

Year Ended December 31
2014

2013

$ 266,862,413

$ 257,730,567

184,538,094
493,216

178,195,461
446,743

4,596,351
21,961,021
5,214,711
2,678,408
9,283,609
12,462,234
9,700,676
250,928,320
15,934,093
7,712,692
8,221,401

11,099,493
1,544,538
20,865,432

304,115
259,292
21,428,839

238,538,768
(8,302,154)
$ 251,665,453

4,287,144
21,683,519
5,139,400
2,875,293
8,434,979
12,141,864
9,447,013
242,651,416
15,079,151
7,575,377
7,503,774
8,504,557
1,423,012
17,431,343
82,232
269,004
17,782,579
228,257,420
(7,501,231)

$ 238,538,768

South Central Power Company’s audit as of December 31, 2014, was completed by GBQ Partners, LLC, of
Columbus, Ohio. Copies of the report are available at each South Central Power district office.

South Central Power Company
2780 Coonpath Road NE, Lancaster, OH 43130
(740) 653-4422 • (800) 282-5064

Canal Winchester

Circleville

10229 Busey Road
Canal Winchester, OH 43110

2100 Chickasaw Drive
Circleville, OH 43113

Hillsboro

Barnesville

110 Danville Pike
Hillsboro, OH 45133

37801 Barnesville-Bethesda Road
Barnesville, OH 43713

www.southcentralpower.com
facebook.com/southcentralpower
Twitter: @southcentralpow

