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Continuing Dialogue With Distributors

Hu~gh Parris Mlanagarof Plower for TVJA. uit
isteid a Diaogue with Dimibbutors in the 1979 
Muinicipaland Cooperative Distributors Report.  
Haem an th special distriutor' adduidua to 
the 1.980 Power Program Summrary. the dialogue 

Six diatibtrs were invited to discus the 
chaiaipsand opprtunities for the utility mn 

-utr today.  
-pokesme 

DavMHdsnm..Meaphis Ught.Gasand Wate 
Division; Memphis. Tenneissee. 306,911 custoo 
Men 

Elvio J1. Fasra. North Georgia Electric Mern
bership Corporation;- Delton. Georgia. 48.M2 

- 5tole 

JwM T. Data. Electric Plant Board: Frankulina.  
Kentucky. 3.619 custowners 

WOW=m D. Town.a Halston Electric Cooper.  
tive. Roprsviile. Taemusee; 17.212 customers 

Ray SL P.&, Upper Cumberland Electric 
Membership Corporation; Carthaga. TemnIessORL 
272361 customers 

Sees A. Head, Columbus LAgh and Water De
partinent. Coluimbus. Mississippi. 11.279 CUAto 
merS

The good old days, when the utility guys wore white 
hats. when the tinst cost of electricity was ever declin
mog. when the distributors touted the advantages of ali
electric living, and consumers, found that energy was 
one of the best buys going, are gone.  

Today. distributors are looking at a new world born of 
inflation and oil embargoes. of ever incressing power 
costs, of ever increasing costs across the board. And 
beleaguered consumers are Less and less able or willing 
to accept the realities of energy rate increases.  

But given the hard new chokces and the scuff ing of the 
white hats, a new kind of hero is emerging as distribu
ters assess the options. roll up their sleeves and vrork to 
meet the demands of the new day.  

W hether theyr are viewing that day from the fifth floor 
of the MLG W building overlooking dontown Memphis 
or looking out across the comparatively unpeopled ter
rain of Franklin. Kentucky. the challeges are remark
ably similar and the responses as well.
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Continuing Dialogue With Distributors

David Hansen 

As the head of one of the Nlation's largest publicly 
ownin . 'evid Hansenfind tha hsa inraD...  

and solutions are unique in uiujie.  
"rhe entire utility industry is under severe stress cdue 

to the pricing of energy."* Hansen said. "In developing 
cosuer aoccepaae of ou' operations we felt that we 

needed to understand and predict the response of our 
cutoer. From my perspective, our only hopoe was in 
grass roots propri ma. Even though we don't wemte the 
probi-ms. we are subject to potential attack if ivur 
custoriers accept the charges -.r claims mad.' agasinst 
the utility industry.  

"We went into a strategy session with our advwi'tising 
agency to discuss how to overcome those perceptions.  
And the result was not an advertising campaign but a 
recommendation that we go directly into the communi
ty. And in a trial program wiith TV/A we did no. We 
rented a home in a minority area where many people iave 
on fixed income and we invited the customers in to 
discuss their problems and our programs to see if wc 
coul come to a mutual understanding.  

"MWe intend to be an energy organiza
tion." 

"As an offshoot of that we contacted a local high 
school to arrange for the shop students to assist in some 
basic weatherization work for the poor. the eld-'rly, the 
disadvantaged.  

"A big plus in all this is that here we came into con
tact with our consumers as individuals, not as institu
tions. It was a positive. not a negative experience." 

But Hansen in not limiting the more traditional 
avenues of consumer contact. We have gone to envelope 
billing and a more detailed bill to communicate basically 
and clearly what expenses are and how much energy is.  
used." Hansen said. "And to communicte at Lhe 
precise point when the customer in moht concprned 
about the cost of energy." 

When Hansen talks about cost-cutting, he- is right 
alongside other utility heads. "We have the same 
number of employees we had ten yearL ago. But we have 
60) percent more customers. We are br'aking down into 
smaller crews than previously to get the work done 
economically, Of course, new construction is of signifi
cance and we are adding customers at a slower pace. So 
the work is more maintenance and les i construction.  

"Our major efforts are on training. We will build a 
$211 million training! 'enter. Training is a way of life for 
us. More and more of the jobs we have are highly

skilled. We must havt- qualified people. We must use ou' 
own people.

Size gives %MLGW more than one optica. And Hansen 
intends to capitalize on the advantage. **We intend to be 
an -nergy organization. We will have available for our 
consumers, energy at competitive prices. We will 
develop any form of energy useful to Memphis, Having 
the solid plus of Pnery availability and competitive 
pricing will encourage industnaki development and im
prove the economy in spite of the problemis." 

Elvin J. Farrar 

One of conservation's biggest fans is Elvin J. Farrar.  
"We have the most vigorous conservation program in 

the Vallev." Farrar said. "We are in every program that 
TV/A will permit. And w- are not just selling conserva
tion to our consumers. We have put woodburning 
staves in our offices and warehouses. We have saved 
more than $5.000 in energy costs in our in-hous- opera
tion." 

In spite of strong support of conservation, Farrar has 
some stern words for TV/A.  

'Iiflation has hit the power distributors as well as 
TV/A. With margins stable we used to rely on increases 
in sales for profit, but stow that increase is not there.  
TVA is going to have to recognize that distributors have 
problems too and design rates accordingly." 

Farrar is doing plenty to cut costs.  
"We have cut back n travel. We don't replace em

ployees unless they ari' absolutely essential. We have 
built nine new submt.. :.ons and installed a SKATA 
system to monitor the loads. Whenever it is appropri
ate, we are asking our consumers to use capacitors." 

Farrar sees the greatest "opportunity'* to be one of 
cooperation. "Some managers have been heroes in the 
Valley and they don't know how to oict otherwise," 
Farrar said. "*As I see it TVA and the dlistributors are 

"Inflation has hit the power distribu
tors as well as TVA." 

now in the %ame boat. The sooner we quit fighting 
amoing ourselves the better off all (if us will be. Distribu
tors need to help TV/A resolve problems. We don't need 
to be trying to set the budget or set the rates or choose 
directors.  

" We'v.! got to work together to educate people in the 
wise use of energy. We will have to charge what it takes.  
But. we have got to make poople understand what we



Continuing Dialogue With Distributors

are doing. Wte have to change the message from 'sell 
more for Ies' to 'use only what you need.* And we have 
to realize that we rise and fall together. Then we will 
once more have a unified effort and we will once more 
,serve the people of ,he Valley the way we ought to serve 
them.* 

John T. Butts 

"I'm concerned ah, 'nt the cost of power." John Butts 
said. " It is about MO percent of our total costs. I can 
remember when it was 50 percent. We don't have the 
dollars to operate with that we used to. We try to keep 
ouxr employees on a good pay-wale. We have to replace 
equipment. To combat inflation we have decided to 
operate with our present force.  

"It's not a hiring freeze. but we are trying to be nore 
efficient with the people we have. We have offered train
ing to our customer relations personnel to improve our 
approach to customer compliants. We have linemen tak
ing correspondence courses on a variety of topics. The 
education and development given present employees 
eliminates our having to bring others on board.  

" We have tried to cut out as much osertime as possi
ble. Little things. help too. Using vans for service 
vehicles instead of open trucks has cut our losses due to 
t hef t.  

'We arp negotiating with T'VA for 161 kV delivery 
and we are looking at vaccum breakers in our substation 
because they need Less maintenance than oil breakers." 

Butts feels that the r-lationship between TVA and 
the distributors is a matter of critical significance.  

* '1VV and the distributors have been through a 
period of great unrest. And a lot of it comes down to the 
cost of energy. As president of TV PPA, I think I have a 

-'But the effects of conservation are 
eating into the margins of distributors.  
Once we' break out into 1985-1987, we 
will have something no one else has - a 
good, reliable, dependable source of 
energy.  

bet ter feel for TVA 's prohlemi. We are on a positive sidt 
now. TVA~ and distributorq really are on the plus side in
S(Pe~d of the negative s4ide 

"I can tell you this. I am personally delighted that 
'IXA has taken a ptosition that we need a good reliable 
soupply of energy. Once' we break out into 19M5-19M6 we 
will sopmething no one Plse haq --a good, reliable, 
dependable source of energy

William D. Towers 

"Because of the energy and oil crises, the tremendous 
number of oiollars going overseas to by foreign oil, the 
whole *con.,.my is affected and Holston Electric is no 
exception." said William D. Towers.  

"*We must use every effort to econontize while at the 
same time wme need to be innovative. We reduced our 
labor force 9.1 1 percent in the last five years.  

"*We aec using the SCATA monitoring devices to 
monitor Imecs in each phase at one of our substations.  
When a substation breaker locks out or trips out. it im
mediately akirms in the office.  

-We need to change with the Limes.' Towers said.  
"*We need to he fluid and flexible. Our Lastomers are 
irate because of the rising cost of power. They are irate 
because we used to tell them, 'the more you use, the 
cheaper it gets'. Now we are in a conservation posture.  
and we are working to sell conservation to our custo
me~rS.  

"We must use every effort to econo
mize while~ at the same time we need to 
be innovative." 

'We use Tennessee. magazines and three radio sta
tions to reach our customers. We are telling everyone to 
use energy wisely, to use weatherization. At the same 
time, we have a highly intensive program to attract new 
industry. And we are working to show our existing in
dustry how to expand." 

Towers has specific ideas about what needs to occur 
between the distributors and TVA.  

"I would like to see TV'A work more specifically with 
each distributor, to promote more managers' involve
ment and work with local industrial development agen
cies.  

"Distributors are paying more and more of the 
revenue dollar for power. We need TVA to look at the 
margins and try to build some assistance for the distri
butors into the next rate increase.  

" If we have eaiergy available. even high cost energy.  
we will be able to attract industry. And ultimately, we 
will come out of this feeling good.  

"In the future we are going to have to be salesmen, 
not in the sense. of 1967 when we pushed added appli
ances and use.. We will need to sell our consumers on 
what the problems really are. ..and what the alterna
tives are. If they, understand they will agree Then we 
need Lo be. -alesmen tp sell industry on locating in our 
Valley 

-"It would be my hope that the power distributors and 
TV/A can work jointly and agree on the future of the 
Valley.



Continuing Dialogue With Distributors

Roy MI. Palk 

"As I see it the utility industry is in a big state of 
change.** Mr. Palk said. "Costs are rising. We have new 
energy legislation and regulations. The attitude of the 
people has to be one of flexibility. We have to accept the 
fact that there will be changes. Antl we have to keep the 
customer informed -to that he can deal with the changes.  
We need to talk to them. We need to reach them.  

-Here we are doing it by printing messages on our 
bills to be sure they understand when and why increases 
are coming. We are advertising conservation in the 
newspaper and on the radio.  

"And Upper Cumberland is working internally to get 
a grip on inflation. We are cutting costs9. Attrition takes 
care of the majority of jobs we're eliminating. And we're 
not trading equipment as oftee. as we used to. We used 
to trade our vehicles in at 75,000 miles. Today we wait 
until 100.000 or better. We spend a little more on 
maintenance. But, it's still cheaper than the price of a 
new truck. We try to hold borrowing to a minimum 
level.  

'Of course tht wholesale rate has been changed to 
make distributor ownership of substations more 
economical. And we are looking for economies there. For 
instance, we have used vacuum breakers in some 
substations to replace the old oil breakers. They require 
less maintenance and we feel that we will see some sav
ings.'" 

As Palk sees it, people's perceptions of the utility in
dustry. whether by the man in the street or by the opi
nion leaders are consequential. but confused.  

"'People -see the utility industry as a monopoly. Arid 
they feel that rates are higher than if there were com
petition. And they don't understand rate projections.  

"I'd like to see, people in the utility industry take a 
more aggressive stand in this. Educating elected of

* ?eowe see the utility industry as a 
monopo~:y. And they feel that rates are 
higher than if there were competition." 

ficials is one very important response We should keep 
on the offensive ther". And there is a great deal of 
credibility problems between some distributors and 
TVA. The relationship is strained, I'd like to see un get 
hack to a cloae, compatible relationship.," 

Some things Palk would like to see from TVA ore 
fuller explanation of the developing program areas. And 
a greater margin between who'esale and retail rates.  

"'I believe in conservation. I am supportive of the pro.  
gram as a whole. But the effects of conservation are 
eating into the margins of dixtrihutors."

And according to Palki. PUPA is in a class by itself.  
-It is mandated under the Energy Act. But is is being 

met with concern by distributors. I am chairman of the 
TV PPA Rates and Contracts Committee and I tend to 
feel that TVA goe" beyond the bounds in PU RPA. I feel 
that PURPA tendis to be a dupliation of existing service 
standards. If the presetnt standards were properly en.  
forced there would be no problem. We must tread 
carefully here because we have strong customer rela
tions now. Anid that relatioaushp -wil make it a lot easier 
to deal with the customer in the future.** 

Sam Head 

-The utility business today it almost a completely 
new ball park,- said Sam Head. "Twenty-five years ago 
electric utilities were perceived as the savior. Before 
electrification people lived in the dark ages. They coped 
with wood stoves. coal oil lamps. But with electrifica
tdon people saw an opportunity to change their life
styles. The utilities wore a white hat then.  

" Since then we have worked to convince the public 
that all-electric power was cleaner. qwnier. and safer.  

~We have got to be able to assure indus
trial prospects that we will have power." 

And it certainly got cheaper and cheaper. but not any
more. Now, the economy is in trouble. And the cost of 
everything is going up. . . power, equipment, materiel1, 
labor.  

" We have worked t. meet the challenge of those 
changes. We watch the costs of all items. We hold em
ployees to the minimum. We have worked to raise the 
efficiency of our operations, to find better ways of doing 
the job without detracting from the service.  

" We are working to see thaL our customers under
stand what's happening and how they can help them
selves. We work through civic organizations. We speak 
at schools. We are active in the Chamber of Commerce 
We are trying to see that the news gets out.  

Head feels strongly that adequate power is a must.  
"The lifeblood of any area is industry. We have got to 

he able to assure industrial prospects that we will have 
power. That is why I say let's employ ftiel cells, solar 
p')wpr, geothermal power. whatever it takes to assure 
that we will have power."

lie-ad expressed concern with the relationship be
tween TVA and the distributors. 'If we get the job done 
we are going to need to get all on the name track. We 
need to have a meeting (of the minds and place our prior 
ities together'"



Statistical Review

Fiscal Years - 198 1979 1978

Number of distributors 

Customers added 

Customers served -.lune 
Residential 
Commercial and industrial 
Other 

Total 

Degree days -bheating 
Degree days -cooling 
Sales - miJllions of kWh 

Residential 
Commercial and industrial 
Street and outdoor lighting 

Total sales 

Revenue - millions 
Residential 
Commerical and industrial 
Street and outdoor lighting 
Other 

Total revenue 

Expenses - millions 
Expenses for power 
Other operating expenses 
Nonoperating income and 

expense - net 
Total expenses

Net income - millions 
Total assets - millions 
Long-term debt - millions 
Accumulated earnings - millions 
Construction expenditures - millions 
Monthly peak load - thousands of kW 
Average residential use -kWh per year 
A verage residential cost -cents 

per kWh 
A verage wholesale cost -cents per kWh

52.899 67.421 57.900

2.454.774 
298.993 

3.3617 
2.757.124 

3.7 19 
1,666 

34.977 
35.275 

1,079 
71.33 1 

51.121.1 
1.167.5 

47.6 
32.5 

$2.3618.7

2,407.628 
293,318 

3.279 
2.704.225 

3.642 
475 

36.071 
35.711 

1,038 
73.254 

51,100.1 
1.097.9 

44.1 
30.1 

52,272.2

81.P4'5.8 $1.798.5 
402.1 :174.2 

12.4) .4 
52.2A5.5 $2,173.1

5 83.1 
52,529.9 
5 6i53.8i 
91,5M..9 
S 219.9 
516.48.3 

14.341 

3.20 
2.48

5 99.1 
52,311.0 
S 612.7 
51,420.8 
S 200.2 

17.451 
15.130 

3.05 
2.33

2.347.100 
286.500 

3.200 
2.636.800 

4,129 
653 

37,810 
34,447 

997 
69,925 

S 977.5 
1472.5 
39.1 
25.9 

$1,915.0 

51,449.4 
347. 1 

4.8 
51,801.3 

S 113.7 
52,159.4 
5 595.0 
$1,321.7 
S 182.0 

17,212 
16.250) 

2.59 
1.87



1977 1976

57.000 63,100

2.296.600 
279,300 

3,000 
2.578.900

2.24S.500 
270.500 

2,900 
2.521.900

4,197 3,292 
3m0 364

36.115 
32,840 

970 
62.841 

5 828.8 
6M7.4 

34.9 
21.9 

51.573.0

31,986 
29.942 

913 
60.929 

S 724.0 
611.9 

20.0 
51.387.2

$1,181.3 $1.053.7 
308.5 276.6

1975 

160 

57.300 

2,193,000 
263.000 

2,800 
2. 458. 80 

3.514 
351 

3 1. 785 
2b,.29.5 

849 
60.77S 

5 559.4 
445.2 

26.9 
17.0 

51.0)48.5 

5737.2 
2.54.7

1974 1973 1972 1971

76,400 89.000 77,700 66.000

2.1.39.400 
259.400 

2,700 
2,401.5W0

2,068.100 
254.400 

2.600 
2.2.35.100

2.943 3.&635 
1.793 1.599

30,602 
29.335 

841 
60.,778 

5442.6 
365.5 

24.4 
14.8 

5847.3

30.627 
28.69*2 

78.3 
60.112 

M398.3 
320.6 

21.6 
13.6 

$754.1

1.987,700 
245.900 

2.500 
2.2.16,100

3,099 
1,664 

27,474 
26.4 13 

716 
54.60.3 

M352.1 
29M. 1 

19.5 
12.5 

5672.2

1,919.200 
236.700 

2.500 
2,158,400

3.780 
1.821 

27.257 
24.240 

658 
52.,155 

5332.2 
255.9 

17.5 
11.5 

5617.1

5556.2 54 76. 3 $4 15. 4 $379.2 
234.0 215.2 19M.4 183.0

3.0 2.6 
5616.8 5564.8

S 55.4 
$1.431 
S 444 
S 7145 
5120.0 
13. 114 
14.040 

1.2X 
ý72

S 52.3 
$1.3-50 
S 426 
8 730) 
$116.8 
12.6147 
14,.400 

1.22 
.6M

51.483. 1 

5 89.9 
S 1,96M. 4 
S 562.0 
$1.095.2 
S 152.0 

17,570 
15.820 

2.29 
1.59

6.7 
S1. 33 7 .0 

S .50.2 
51,864.6 
$ 575.7 
51,00-5.3 
5 141.4 

1.5.944 
14.370) 

2.26 
1.59

2.9 
5994.8 

5 53.7 
$1,746 
5 525 
f 9.55 
5 157.7 
13,491 
14.540 

1.76 
1.14

.7 
$790.9 

S 56.4 
$1.656 
$ 516 
8 901 
$159.4 
13,342 
14,4480 

1.45 
.87

2.6 
5694.1 

$ 60.0 
S1,1570 

5 501 
$ 845 
51.39.7 
13.803 
15.080 

1.30 
.75



Comptroller's Letter 

The following statiemets present the financial 
position at June 30. 1980. of the 160 locally 
owned and localy managed electric systems 
that distribute TVA power, together with the 
resuilts of thewr operations for the fiscal year 
ended on that date. The statements are submit.  
ted to TVA annually be each municipal electric 
department and electric cooperative.  

All of the 110 muncipal systems and 50 coopera.
tives reported to TVA that their financial 
statemients for the year ended June 30. 1980.  
had been examined )r reviewed by independent 
certified public accountants. TVA accountants 
review and assist thoe distributors with account
ing practices or procedures, but do not audit the 
accounts or reports.  

Willard R. Stinson. Comptroller 
Tennessee Valley Authority



E xhibit 1 --Financial Statements
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Exhibit lI-Sales Statistics
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Exhibit Il-Sales Statistics
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Exhibit 111a 
Rate Schedule Information 

These rate schedules are base rates 1October 19761 and are subject to the current Adjustment Addendum amounts.  
Exhibit IIlib shcws the application of such adjustmients for June 19M0.  

Wholesale Power Service 
Rate Schedule WS 

Customer charge per delivery point: $1.500 per month 
Demand charge: SI 1.8 1 per kW 
Energy charge: 0.950 cent per kWh 

The bidl for each month shall be increased or de-reased in accordance with the current Adjustment Addendum 
published by TVA.  

For power and energy resold by distributors to consumers requiring more than 10,000 kW or 5.000.000 kWh p-r 
month, there may be added 10 cents; per kW and 0.02 cent per kWh to a portion of such demand and energy.  
depending upon the distributor's other loads served through the same delivery point.  

Facilities Rental: 

For wholesale delivery at less than 161 kV but not less than 161 kV but not less than 46 MV there is applicable a 
facilities rental charge of 20 cents per kW per month. wnd for delivery at less than 46 kV. said charge is 5.5 cents 
per kW for the first 10.000 kW of peak demand and 30 cents per kW for the excess.  

Residental Service 
Rate Schedule 

RSI 1182 RS3 1184 RS.8 RS6 1187 RS8 S 19 11.810 11811 RS812 
Customer charge-$ 3.50) 3.30 3.10 2.90 2.75 2.60 2.45 2.30 2.20 2.10* 2.00 1.90 
Charge per kWh -cents, 

Firit S00 kWh at 3,347 3.147 2.947 2.747 2.597 2.447 2.297 2.147 1.997 1.847 1.697 1.6.37 
Additional kWh at 1.947 1.917 1.887 1.857 1 F'27 1.797 1.777 1.757 1.737 1.7017 1.697 1.6.37 

Outdoor Lighting Service 
Rate Schedule LS 

PART A Street and park lighting systems, traffic signal systems, and athletic field lighting installation3i.  
Energy charge: 1.984 cents per kWh 

PART B Outdoor lighting for individual customers: 

Rate per fixture: 

Type of Fixture fWattu~p Monthly Charge 
Mercury vapor or incandescento 175 S 3.00 

2.50 3.50) 
400 4.711 
700) 7.75 

1.000( 10.00 
Hfigh pressiure sodium 100 3.50 

150 3.75 
250 5.00 
400 6.54) lincandewcent fixture% not offered for new qi'rvice. jf.0m( 14.00 

N(O)TE: All rates above are still applicable.



General Power Service 

These rate schedules ame base rates tOctober 19761 and are subject to the current Adjustment Addendum 
amounts. Exhibit I[[lb shows the appliction of such adjustments for June 1980.
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Exhibit Ilib 
Adjustments to the Rate Schedules for June 1980 

The following table shows the Adjustment Addendum amounts to be added to the designated rate schedules 
for June 1980. AUl adjustments shall be applicable to bills rendered fr-om meter readings taken for TVA and distributor 
monthly billing cycles scheduled to begin on or after the effective date of this Adjustment Addendum.  

These adjustments became effective October 2.1979; however. at the same time a starement of power credit 
was approved which had the effect of delaying the increase until April 2. 1980.  

Amounts 
Amounts per k%% of 

Rate Schedules per kWV Billing Demand 

Wholesale Power Rate - WS $2.45 
Exempt kWh* 0.2 13C 
Additional kWh 0.9741'C 

Residential Rates - RLS Series 
First 500 kWh 0.848C 
Additional kWh 1.682C 

General Power Rates - GS Series 
Customers billed under Part A $2.4500 

First 15.000 kWh 1.784' 
Additional kWh 1.001C 

Customers hilled under Part B 52.60 
First 20,000,000 kWh 1.045' 
Additional kWh 1.016.9 

Outdoor Lighting Rate - 1.S. Part A 1.213C 

*Exempt kWh is defined as 5.50 kWh multiplied by the total number of residential customers served by a distributor 
during -June preceding the beginning of each TV/A fiscal year (October I-September 30).  

*Applicable onl3 to billing demand in excess of .50 kilowatts.



4b

~1"-

'..  

4

S 
ISaliGmhl ..XUM NM 

~* 

1 I.'..

I,, I 

V. ~H ~N.

LEGEND 

..................................................................................  
4.  

S.. 4. 1 . h~.  
44. 4. 4 .

14-11~

I.  

U

* 

p.  
h~* 

1 
0 

(4k1
a .

S 
I II '.1:'.

# 0

- 0

poll




