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To the Board of Dircetors
WMeade County Rural Electric Cooperative

I have avdited the financial statements of Meade County Rural Electric Cooperative for the year
ended October 31, 2008, and have issued my report thereon dated December 11, 2008, I conducked
my andit in aceordance with auditing standards generally accepted in the United States of America,
the standards applicable te financial audits contained in Covernment Auditing Standards issucd by the
Comptrolier General of the United Statcs, and 7 CFR Part 1773, Policy on audits of the Rural Ulllities
Service (RUS} Borrowers, Those standards require that [ plan and perform the audit to obtain
reasonable assurance abowt whether the finaucial statements are free of materia) misstatement.

In plarning and performing my audit of the financial statements of Meadc County Rural Electric for
the year ended October 31, 2008, I considered its internal control aver financial reporting in order 1o
determine my auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control over financial reporting,

My consideration of the intern2l contre! over financial reporting would not vecessarily disclose all
Itatlers in the internal control over financial reporting that might be a material weakness. A material
weakness is a4 coudition in which the design or operation of the speeific intermnal control COMponents
does not reduce to a relatively low level the risk that misstalements in amounts that would be material
1 relslion (o the financial statements being sudited may cccur and not be detected within a timely
period by cployees in the normal course of performing their assigned functions, [ noted no malters
involving the internal control over tinancial reporting that 1 consider to be a material weakness.

T CFR Part 1773.3 requires comments on speeific aspects of the internal control over financial
repoiting, compliance with specific RUS Inan and security instrument provisions and other additional
matiess. I have grouped my comments accordingly. In addition o obiaining reasonable assurance
aboul whether the (inancial statements are froe from material misstatements, at your request, [
performed tests of specific aspeets of the [nternal control over financial reparling, of compliance with
specific RUS loan and security instrument provisions and of additional matters. The specific aspecis
of the internal contro! over financial reporting, compliance with specific RUS loan and security
instrument provisions, and additional matters tested include, among other things, the accounting
procedures and records, material control, compliance with specific RUS [oan and seenrily instrument
provisions set forth in 7 CFR Part 1773.3(d)(1) rclated transaclions, depreciation rates, 4 schedule of
deferred debits and credits and a schedule of Investments, upon which [ EXPress an apinion.  In
addition, my audit of the financial slatements also included the procedures specified in 7 CFR Part
1773.38-45. My Objeclive was not to provide an opinion on these specific aspects of the inlernal
comtrol over financial reporting, compliance with specific RUS loan and security instrument
provisions, or additional maters, and accordingly, [ express no opinion thercon.,



No reports, other than my independent auditor’s repott, and my indeperdent avditor’s report on
internal control over financial reporting and compliance and other matters, all dated Degember 11,
2008, or summary of recommendations related to my avdit have been [umished to management.

My comtnents on specific aspects of the intemal control over financial reporting, compliance with
speeific RUS loan and security mstriunent provisions and ather addittonal matiers as required by 7
CFR Part 1773.33 arc presented below,

Commenis on Certain Specific Aspects af the Internal Control Over Financial Reporting

I noted no matters regarding Meade County Rural Electric’s internal control owver financial reporting
and its operation that [ consider to be a material weakness as previously defined with respect to:

o The accounting procedures and records;

Hawever, [ recommend the following item;
1. Dwe to the large amounts in the cash aceounts, | recommend that the Cooperative

Request the banks pledge collateral to seeure their deposits over the FDIC limit.

¢ the process for accumulating and recording labor, material and overhead costs, and the
disirtbution ol these costs to construction, retirement, and mainfenance and other
gxpense accounls, and,

» the material controls.

Comments on Compliance with Spceific RIS Loan and Securily Instrument Provisions

At your request, T have performed the procedures enpmerated below with respect 1o compliance with
cerlain provigions of laws, regulations, and contracts, The procedures T performed are summarized as

foliows:

s  Procedures perlommed with respect (o the requirement for a horeower to obtain wrillen
approval of the morigagee to enter inlo any contract for the operation or maintenance of
praperty, or for the use of morlgaged property by others for the vear ended October 31, 2008,
of Meade Counly Rural Electrie. _

1. Obtained and rcad a bormower prepared scheduie of new wrillent contracts
entered into during the year for the operation or maintenance of its properly, or
for the use of its property by others as defined in 1773.33(e} 1))

2. Reviewed Doard of Ddrector minules to ascertain whether hoard-approved
written conlracts are included in the borrower-prepared schedule.
1 Moted written RUS approval was not obtained by the boreower for all contracts

listed. Meade County Rural Electrie’s management informed me thar RUS
approval was not required as the contracts listed related to operation or
maintenance entered into during the normal course of business.
*  Procedurcs performed with respect to the requirement to sehmit RUS Farm 7 10 BUS:
1. Apgreed amounts reported in RUS Form 7 to Meade County Rural Electric’s records
as of December 31, 2007, :

The results of my tests indicate that, with respect to the items tested, Meade County Rural Elecoric
complied in all material respects, with the specific RUS loan and securily instcument provisions
referred to below, With respect to ilems not tested, nothing came (o my allention that cansed me to
believe that Meade County Rural Electric had not complied, in all material respects, with those
provisions, ‘The specilic provisions tested, as well as any exceptions noted, include ihe requirements
that:



. T'he borrower has obtained wriltcn approval of RUS to enter inw any contract for the
apcralion and maintenance of all or any part of property, for the use of maortgaped
property by others as defined in 1773.33{d)¥1)(1); and ,

. The borrower has submitied itz RUS Form 7 to RUS and the Form 7, Financial and
Statistical Reporl, as of December 31, 2007, represcnied by the borrower as having been
submitted to RUS appears to be in agreement with its audited records in all material

respects,
Comments on Other Additional Matlers

In connection with my audit of Meade County Rural Fleetric, nothing come to my attention that
cavsed me to believe that Meade County Rural Electric failed to comply with respect to:

* The reconciliation of contituing property records to controlling gencral ledger plant
accounts addressed at 7 CFR Part 1773 33(c)(1);

* The clearing of the construction accounts and the accrual of depreciation on completed
construction addressed at 7 CFR Part 1773 33{c)(2);

¢ The retirement of plant addressed at 7 CFR 1773.33(¢)(3) and (4,

»  Approval of the sale, Icase, or transfer of capital asscis and disposition of proceeds for
the sale or lease of plant, material, or scrap addressed at 7 CTR Part 1773.33(c)(5);

»  The disclosure of material related party trapsactions, in accordance with Statement of
Financizl Accounting Standard No. 57, Related party Transactions, for the year cnded
(ctober 31, 2008, in the financial statements referenced in the first paragraph of this
report addressed at 7 CFR Part 1773.33(D);

& The depreciation rates addressed a1 7 CFR Parl 1773.33{g);

The detailed schedule of delerred debits and defenred credits; and

+  The detailed schedule of investments, of which there were none.

My audit was made for the purpose of forming an opinion on the basic financial statements taken as o
whole. The detailed schedule of deferred dubils and deferred credits requirved by 7 CTFR Part 1773(h)
and provided below is presented for puposes of additional analysis and is not a required part of the
busic financial statements, This information has been subjected to the auditing procedures applied in
my audit of the basic financial statements and, in my opinion, is fairly stated in all material respecis in
relation to the hasic financial statcments taken as a whale.

The deferred credits are as tollows:
Consumer advances for construction L677.862

This reporr is intended solely for the information and use of the Board of Dircetors, management,
RIS, and supplemental lenders and is not intended to be and should not be used by anyone other than

these specified parties,
Al 2 e

Alan M. Zumstein, CPA
December 11, 2008
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independent Auditor’s Report

To the Board of Directors
Meade County Rural Electric Cooperative

| have audited the balance sheets of Meade County Rural Flectric Cocperative, as of Getober 31,
2008 and 2007, and the related statements of income and patronage capital and cash flows for the
vears then ended. These financial statements arc the responsibility of Meade County Rural
Electric Cooperative’s management. My responsibility is to express an opinien on these financial
statements based on my audits.

I conducted my audits in accordance with auditing standards generally accepted in the Uniled
States of America, the standards applicable to financial audits contained in Government Auditing
Stardards issued by the Comptroller General of the United States and 7 CFR Part 1773, Policy on
Aundits of Rural Utilities Service (RUS) Borrowers, Thase standards require that [ plan and
perform the audits to ebiain reasonable assurance aboul whether the financial statements are free
from material misstatement. An audit inclodes examining an a test basis, evidence supporting the
amounts and disclosures in (he financial statements.  An audit also includes assessimg the
accounting principles used and signiftcant estimates made by management, as well as evaluating
the ovcrall financial stalcment presentation. | believe that my audits provide a reasonable basis
for my opinion. _ :

In my apinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Meade County Rurat Klectric Cooperative as of October 31, 2008 and
2007, and the results of operations and cash flows for the year then ended, in conformity with
accounting principles generally accepted in the Tlnited Stiates of America.

In accordance with Grovernimernt duditing Standards, | have also 1ssucd a report dated December
11, 2008, on my consideration of Meade County Rural Electric Cooperative’s internal control
over financial reporting and my tests of its compliance with certain provisions of laws,
regulations. contracts, and grant agreements and other mattérs. The purposc of that repart is to
describe the scope of my (esting of mternal contral over financial reporting and comphance and
the results of that testing, and not 1o provide an opinion on the internal comrol over financial
reporting or aint compliance, Thar report is an integral part of an audit performed in agcordance
with Government Auditing Standards and should be considered in assessing the results of my
audits,

Al 2 i

Alan M. Zumstein, CPA
Icember 11, 2008
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To the Board of Directors
Meade County Rural Flectric Cooperative

I have audited the financial statements of Meade County Rural Elcetric as of and for the years
cnded October 31, 2008 and 2007, and have issued my repart thereon dated December 11, 2008,
1 cenducted my audits in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Governmenr Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered Meade County Rural Electric’s inlernai
control over financial reporting as a basis for designing my auditing procedures for the purpose of
expressing my opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Meade County Rural Flectric’s internal control over financial
reporiing. Accordingly, I do not express an opinion on the effectiveness of Meade County Rural
Electnie’s internal control over financial reporting,

A control deficiency exists when the design or operation of a conteel does not allow management
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatemnents on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the ontity’s ability to inifiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more (han a remote likeliood that 3 misstaterment of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
enlity’s internal control.,

A material weakness is a significant deficiency, or combipation of signilicant deficiencies, that
results in more that a remote likelihood that a material misstaternent of the financial statements
will not be prevented or detceted by the entity’s internal control.

My consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of (his section and would not necessarily identily all deficiencies
in internal control that might be significant deficiencies or material weaknesses. [ did not identify
any deficiencies in intermal contrel over financial reporting that | consider to be material
weaknesses, as defined above.



To the Beard of Dircctors
Meade County Rural Electric Cooperative
Page - 2

Compliance and Other Matters

As part of obtaining reasenable assurance aboul whether Meade County Rural Electric’s fnancial
stalements are free of material misstatement, [ performed test of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the detcrmination of financial statement amonnts, However,
providing an opinion on compliance with those provisions was not an objective of my audit, and
accordingly, T do not express such an opinion. The results of my tests disclosed no instances of

noncompliance or other matters that are required o be reported under Government Auditing
Standards.

This report t5 intended solely for the information and use of the avdil committee, management,
the Rural Utilities Service, and supplemental tenders, and is not intended to be and should not be
uscd by anyone other than these specified parties.

Al 2o

Alan M. Zumstein, CPA
December 11, 2008



Meade County Rural Eleciric Cooperative Corporation
Balance Sheets, October 31, 2008 and 2007

saely

Electric Plant, at original cost:
In service
Undcr construction

Less accumulated depreciation

Investments in Associated Organizations

Current Assets:
Cash and cash equivalents
Accounts receivable, less allowance for
2008 of $308,257 and 2007 of $263,129
Material and supplies, at average cost
{Other current assets

Total

bembers' Equitics and Liabilities

Membcers' Equities:
Memberships
Patronage capital
Other equities
Accumulated other comprehensive income

Laong Term Debt
Accumulated Postretirement Benefits
Current Liabilities:
Current portion of long term debt
Accounts payable

Consumer deposits
Accrued expenses

{Consumer Advances Tor Construction

Total

2008

$85,759,100
1,118,247

86,877,347

22,712,348

64,164,999

1,854.081

3,847,805

2,481,247
333,139
404,692

7,066,903
_$73.115,983

$106,880
21,610,763
837,935

__(272,833)

22,282,746

_ 43,773,146

__..$43.348

2,400,000
1,867,847
670,186

600,848
__ 5538881

_ 677862

_$73,115.983

2007

$£82,156,759
1,012,182

23,168,941

20,652,300
62,516,641

182495

4 486,435

2,429,613
400,247
349,522

7.6635,817

§72,007.408

$111,260
20,331,629
763,063
(298,332

20,907,620

_ 4,131,478

833.224

2,300,000
1,701,323
633,864
607.135

5,242,322

870,764

_$72.007 408

The accompanying notes are an integral part of the financial staterents.

4



Statements of Revenue and Patronage Capital

for the vears ended October 31, 2008 and 2007

gos 2007
Operating Revenues $31.122,748 $29. 480,109
Operating Expenses:
Cost of power 16,806 017 17.015.983
Distribution - operations 1,966.411 1.868.29]
Distribution - maintenance 2,547,970 2226819
Consumner accounts 1,247 503 1,208,174
Consumet service and infanmation 263,381 238,407
Administrative and general 1,345,135 1,158,367
Depreciation, excluding $238,425 in 2008 and
$242,610 in 2007 charged to clearing accounts 2,822,589 2,685 368
Taxes 33,676 33,716
Other deductions 51,718 80,283
__ 27,174,408 26,516,108
Operating Marging before Interest Charges 3,048 340 2,5964,0{1
Interest Charges:
Long-term debt 2,293,354 2,204,255
Operating Margins after Interest Charges 1.654 944 754 706
Patronape Capital from Associated
Organizations 183,838 157,061
Nonoperating Margins, principally interest 00 134,201 256,623
Met Margins 1,972,985 1,173,390
Patronage Capital - beginning of year 20,331,629 19,942 916
Retirement of patronage capital {529,408} {601 300)
Retirements to estates ol deceased members {164,443} o {183,377
Patronage Capital - cnd of year $£21.610,763 $20,331,629

The accompanying notes are an integral part-of the financial statements,



Statements of Cash Flows
for the years ended October 31, 2008 and 2007

2004
Cash Flows from Operating Activilics:
Net margins $1.972,585
Adjustments Lo reconcile to net cash provided
by operating activities:

Dcpreciation
Charged to expense 2,822 589
Charged to clearing 238,425
Capital credits allocated {183,838)
Accumulated postretirement benefits 15,624
Net change in current assels and liabifities:
Receivables {51,634}
Material and supplies 67,088
(Oiher current assets {35.170)
Accounts payable 166,524
Consumer deposits 36,322
Accrued expenses {(£.287)
Consumer advances for construction (192.902)
4,827,726
Cash Flows from Investing Activities:
Construction of plant {4 386,297
Plant remowval costs {387,309}
Salvage recovercd from plant 64,234
Reccipts from-investinents, net _ 124,707
(4,584,665)
Net Cash Flows from Financing Activities:
Net decrease in memberships {4,380)
Retirement of patropage capital {h93 B3 1}
Increase in aother cquities 74 872
Additional long-term borrowings 2,000,004
Advance payments 0
Payments on fong-term debt _(2,258.332)
_. (881,691}
MNet increase in cash balances (638,630
Cash and cash equivalents - beginning 4,486,435
Cash and cash equivalents - ending _ $3.847.805
Supplemcntal disclosures of cash flow information:
lnterest on long-term debt F2.298 464

2007

$1.173.390

2,685,368
242 610
(157.061)
45,140

(63,424)
(20,485)
11,693
200,042
(191)
(364,936}

L 28TI1
4,019,867

(5,594,157)
(563,654)
06,933

113,403
(5,947,515

(4,680)
(784,677)
77,362
3,000,000
317,034

{2,236,882)

. 368157

{1.559,491}

6,045,926

. 32486,435

$2,217.263

The accompanying notes are an integral part of the financial statements.
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MNotes to Financial Statements

Summary of Significant Accounting Policies

Meade County maintains its records in accordance with policies prescribed or permitted by the
Kentucky Public Service Commission (PSC} and the United States Depantment of Agriculture, Rural
Utilities Service (RUS), which conform in ail material respects with generally accepted accounting
principles. The mote significant of these policies are as follows:

Electric I'lant

Electric plant is stated at original cost, less contributions, which is the cost when first dedicated
to public service. Such cost includes applicable supervisory and overhead costs. There was no
interest required 1o be capitalized on construction for the year.

The cost of maintenance and repairs, including renewals of minor items of property, is charged to
operating expense. The cost of replacernent of depreciable property units, as distinguished from
minor items, is charged o electric plant. The cost of units of property replaced o retired,
including cost of removal net of any salvage value, is charged to accumillated depreciation

Electric plant in service consisted of:

2008 2007
Distribution plant £78,594,614 $75.403,386
General plant 7,164,486 6,733,373
Tota 885759100 882,156,150

Depreciation

Provision has been made for depreciation on the basis of the estimated lives of assets, using the
straight-line method. Meade County uses a composite depreciation rate of 3.36% per annum for
distribution plant. General plant depreciation rates are as follows:

Structures and improvements | 2.3% -3%
Transportation equipment 12.5% - 23%
Cther general plant 3% - 14.3%

Cash and Cash Equivalents

Meade County considers all short-term, highty-liguid investments with original maturities of thees
months or less to be cash equivalents.

Advertising

Meade County expensecs advertising costs as incurred.

Focome Tax Status
Meade County is cxempt from federal and state income taxes under provisions of Section 301{¢)(12).
Accordingly, the fnancial statements include ne provision for income taxes,

Continued
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Notes to Financial Stalements, continued

Summary of Significant Accounting Policies, continued
Revenue

*eade County records revenue as billed to its consumers based on monthly meter- reading cveles.
Certain consumers ate required to pay a refundable deposit. Meade County's sales are concentrated
in a six county area of western Kenlucky. There were no consumers whose individual aceount
balance excceded 10% of outstanding accounts receivable at October 31, 2008 or 2007, Consumers
must pay-their bill withinn 20 days of billing, then are subject to disconnect afler another 10 days.
Accounts are written off when they are deemed to be uncollectible. The allowance for uncollectible
accounts is based on the aging of reccivables.

Cost of Power

Meade County 13 one of three (3% members of Big Rivers Electric Corporation, Inc. (Big Rivers).
Under a wholesale power agreement, Meade County is committed to purchase its electric power and
cnergy requirements from Big Rivers until 2023, The rates charged by Big Rivers are subject 10
approval of the PSC. The cost of purchased power is recorded monthly during the period in which
the energy is consurned, based upon billings from Big Rivers.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
i the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilitics and disclosure of continpent assets and labilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates used in the preparaiion of the
financial stalements.

Fair Value of Financial Instroments

The carrving value of cash and temporary cash investments approximates fair vaiue because of the
shert maturity of those instruments. The carrying value of long term debt approximates the fair value
since existing rates approximate market rates. Investments in associated organizations are not
considered a fnancial instrument because they represent a nontransferable interest in associated
organizations.

Meade County will also invest idle funds in local banks. These investments are ¢lassified as held-
to-maturity in accordance with Statement of Financial Accounting Standards (SFASY No. 115, Held-
1o-maturity securities are presented at amortized cost. 'The fair value of held-to-maturity sccuritics
approximates cost at 2008 and 2007,

Off Balance Sheet Risk

Meade County has off balance shieet risk in that they maintain cash deposits in financial istilutions

in excess of the amounts insurcd by the Federal Deposit Insurance Corporation (FDIC). At

October 31, 2008 and 2007, the financial instilutions reporied depaosits in excess of the $250 000 FDIC
insured limit on several of the accounts.

Conlinoed

g



Nates to Financial Statements, continued

summary of Significant Accounting Policies, continued
Risk Management

Meade County is exposed to various forms of Josses of assets assoctated with, but not Himited to, fire,
peesonal lability, theft, vehicular accidents, errors and omissions, fiduciary responsibility,

workers compensation, ete. Cach of these areas is covered through the purchase of commereial
insurance.

Commitments

Meade County has various other agreements outstanding with local contractors. Under these
agreements, the contraciors will perform certain construction and maintenance work at specified
hourly rates or unit cost, or on an as needed basis. The duration of these contracts are one Lo three
YOArs.

Investments in Associated Organizations

Meade County records patronage capilal assigned by associated orgamizalions in the year in
which such assigruments arc recetved,

The Capital Term Certificates (CI'Cs) of National Rural Utilities Cooperative Finance Corperation
(CI’C) are recorded at cost. The CTCs were purchased from CFC as a condition of

obtaining long-term financing. The CTCs bear interest at 0%, 3% and 5% and are scheduled to
smature at varying times from 2020 10 2080.

Investntents in associated organizations consisted of:

08 2007
Associated Organizations:
CFC, CTC's £1,037,701 $1,068,396
CFC, patronage capital assigned 253,154 230,680
Other associaled organizations 592,096 524,744
Others 1,130 . 1,130
Total _$1,884.081 _ $1,824.950

Patronage Capital

Under provisions of the leng-term debt agreement, return to patrons of capitai contributed by them
is limited to amounts which would not allow the total equities and margins to be less than 30% of
total assets, excepl that disiributions may be made to estates of deceased patrons. The debt
agresment provides, however, that should such distributions to estates not exceed 23% of net
margins for the next preceding year, Meade County may distribute the difference between 25%
and the payments made 10 such estates. The equity at Octlober 31, 2008 was 30% of iotal assets,

Continued
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Motes to Financial Statements. continued

Patronage Capital, continued

Patronage capital consisted of:

2008 2007
Assigned to date $28,140,519 $27,203,420
Assignable 1,853,507 1,051,245
Unassigned 2,763,691 2,400,067
R etirements to date (11,146,954) (10,453,103}
Toial - . 821.610.763 $20,331,629

Accomiliated Other Comprehensive Income

The changes n accurnulated other comprehensive income, which includes the effects of applying
the provisions of SEAS No. 158, follows.

2008 2007
Balance, beginming of period J ($298.332) -
Amortize postretirement benefits 25,500 -
Adjustment to initially apply SIFAS No. 158 - {298,332)
Balance, end of perind (5272832} . {5298.332)

Short Term Borrowings

At Qctober 31, 2008, Meade County had a short-term line of credit of $5,000,000 available from
CFC. There were no borrowings against this line of credit during the audir pericd.

Long Term Debt

All assets, except vehicles, are pledged as collateral on the long-term debt lo RUS, Federal
Financing Bank (1'FB) and NRUCFC under a joint marigage agreement. 1.ong term deht
consisted of:

2008 aU07
First mortgage notcs due RUS:
3.02 10 5.06% (4.18 to 5.06% in 2007) $23,823,228 $22,144,440
First morigage notes due FFR:
3.25 1o £.049% (2815 10 6.049% In 2007) 97347273 5,953,204
First mmoetgage notes due CFC:
%% 15,430 36,154
5.40% to 6.90% fixed rate 5,257,660 5486614
Refinamce RUS loans 3.10% o 5.95% 7.342 555 __ RBRILO6S
12615645 4333854
46.173,146 46,431,478
Less current portion _ 2,400,000 2,300,000
Long term portion $43,773,146 S44.131.478
Continued
10



Notes to Financial Stalements, continued

Long Term Debt, continued

The long terin debt payable to RUS, FFB and CFC is dug in quarterly and monthly installments
of varying amounts through 2041. Meade County has loan funds available from RUS in the amount
of $12,136,000.

During 2004, Meade County refinanced 314,685,111 of RUS 5% interest loans with the 3.10% - 5.95%
fixed and variable mterest rate notcs from CFC. These notes are due in ten (10) anpual installments
of 51,468,511 each through 2013.

As of Cetober 31, 2008, the annual current portion of long term debt outstanding for the next five
vears are as follows: 2009 - §2,400,000; 2010 - $2,450,000; 2011 - $2,500,000; 2012 - $2,550,000;
2013 - §2,600,000.

Employce Benefits
Pension Plan

All eligible employees of Meade Counly participate in the NRECA Retirement and Security
Program, a defined benefit pension plan qualified under section 401 and tax-exempt under section
501(a) of the Inlernal Revenue Code. Eligible employees include emplayees hired prior to August
2002, Mon-eligible employees are those hired after August, 2002, Meade County makes annual
contributions to the Program equal to the amounts accrued for pension expense. Contributions 1o
this plan were $383,454 for 2008 and $372,529 for 2007, In this multiemployer plan, which is
available to all member cooperatives of NRECA, the accumulated benefits and plan assets are not
determined or allocated separately by individual emplover.

Rctirement Savings Plan

Meade County participates in the NRECA Savings Plan, a multiemployer, defined contribution

master pension plan. All employees are eligible to partictpate in the Savings plan upon completion

of one month employment. Participating emplovees contribute from 1% to 3% of their annual base
salary and Meade County contributes 3%, Non-eligible employees, as defined above, participate in
the savings plan, with Meade County contributing 12% of annual base pay, and the cmploves
contributing from 1% o 3%. Meade County makes annual contributions to the plan equal to amounts
accrucd for pension expense. Contributions are vested immediately. Pension costs for the savings
plan were $170,935 for 2008 and $156,812 for 2007. A portion of this cost is allocated 1o construction
of electric plant.

Postretirement Benefits

Meade County sponsors a delined benefit plan that provides medieal insurance coverage Lo retirees
who meet certain qualifications. During 1996, Meade County changed its plan from contributing 50%
of the projected cost of coverage 1o coniributing 50% of the cost of a single policy.

Contirmed
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Notes to Financial Stalements, continued

Employec Benelits, continued

Postretircment Benefits, continued

For measuremeri purposes, 2 8.5% annual rate of increase, decreasing by 0.5% per year until 5.5%
per year, in the per capita cost of covered healt care benefits was assumed. The discount rate used
in determining the accumulated postretirement benefit obiigation was 6 50%, fur 2008 and 2007,

The funded status of the pian was as follows:

2008 2007
Projected benefit obligation ($843,348) ($855,224)
Plan assets at Tair value L - -
Funded status ___ (%843 jﬁﬁ_}' __ ($855.224)

The componenis of net periodic Posiretirement benefit costs are as follows:

2008 2007
Net periodic benefit cost 43,826 C 872,108
Benefits paid to participants 30,201 27,038

Projected retirec benefit payments arc expected 1o be as follows: 2000 - $25,500; 2010 -
$27,0600; 2011 - $27.000; 2012 - $26,000; 2012 - $26.000.

Refated Party Transactions

Several of the Directors of Meade County, its President & CEO and anothe

t emplovee are on the
Boards of Directors of various associated OFganizations.

Environmental Contingency

Meadc County from time to time is required to work w
fluids, lubricants and other hazardeus materizls in
the possibilily that environmental conditions may
cleanup costs, The likelihood of such an event. or the amount of such costs, if any, cannol be

determined at this time, However, management does not believe such costs, if any, would materialjy
affect Meade County's financial position or its future cash flows,

ith and handle PCBs, herbicides, autamotive
the normal course of business, Ag a result, there is
arise which would require Meade County to incuy

Rate Matters

Meade County received an order from the PSC to allow

it to increase rates effectve Brecember 23,
2007, in the amount of $1,900,000 or 7% of revenuyes,
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