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As a cooperative initiative, the solar 
'farms' are being built in the service 
areas of our member co-ops, for a 
truly local impact." 

Craig Harmes I Manager I Business Development 

2016 ANNUAL REPORT I 5 



4 J UNITED WE SH I NE 

.. 
I', 

United We Shine: Solar energy is getting its day 

in the sun, with help from Dairyland's 2016 

announcement of the largest solar rollout in 

Wisconsin history. 

Dairyland is in the midst of bringing nearly 

21 MW of solar generation online from 15 utili ty

scale facilities, 14 of which are in Wisconsin and one 

in Iowa. Dairyland has power purchase agreements 

with SoCore Energy on 14 of the sites, and 

CMS Energy (developer is groSolar) for one. 

Community solar: Many of Dai ryland's member 

cooperatives multiplied their local renewable 

energy benefit by piggybacking on Dairyland's 

utdity-scale projects with community solar gardens. 

Community solar provides an opportunity for 

people to invest in or own solar generation without 

worrying about maintenance or siting. It makes 

solar available to homeowners, renters and anyone 

with a desire to invest in local, renewable energy. 

The good news about Dairyland's solar 

development doesn't stop with the energy it 

produces. All 15 Dairyland solar sires will provide 

pollinator gardens to help sustain bee and butterfly 

populations. Native grasses and Bowering forbs are 

used to create me gardens. 

Dairyland's leadership in solar energy was 

recognized with a 2016 Project of Distinction 

Award from the Solar Energy Industries 

Association. This leading position is a 

result of Dairyland's strategic imperative 

to diversify resources. Dairyland owns or 

purchases hydroelectric, wind, solar and 

landfill gas renewable energy. 

Capacity Source 
Projection 

Sustainable planning for the future: Dairyland 

developed a 'Preferred Plan' for energy resources 

to deliver members safe, reliable, sustainable and 

affordable electricity. The cost and technology for 

solar and wind are increasingly competitive and are 

an important part of the Preferred Plan. 

Resource diversification includes more natural gas 

to enable renewables and ensure reliability as we 

transition to a less carbon-intensive world. 

Over the years, Dairyland has invested in several 

wind energy facilities-with rwo significant recent 

additions. This spring, Dairyland began purchasing 

80 MW of renewable energy from the Barton 

Wind Farm (Kensett, Iowa) , in partnership with 

Avangrid Renewables. 

By the end of 2017, Dairyland will also be 

purchasing the total renewable ourpur from 

EDP Renewables' Quilt Block Wind Farm 

(Platteville, Wis.). The 98 MW wind farm is under 

construction, with commercial operation expected 

!are this year. Berween the rwo sires, approximately 

40,000 homes will be powered by wind energy. 

Choices for consumers: Evergreen is a longstanding, 

voluntary program offered by Dairyland's member 

cooperatives to consumers who wish to support 

renewable energy by contributing an additional 

amount on their monchly bills. Costs for Evergreen 

subscribers were significantly reduced in 20 17, as 

cost savings are passed directly on to the members. 

Favorable economics and decreased 

manufacturing costs have also resulted in great 

growth in distributed generation . Approximately 

850 consumer-owned renewable energy 

installations are located throughout Dairyland's 

service territory. Dairyland works with its 

member cooperatives on policies chat help the 

development of consumer-owned renewable 

projects, including small-scale wind turbines and 

solar facilities. 



Ne Shine as One. Member panicipation is integral 

as we develop long-term cooperative strategies. This 

includes getting input from our member cooperatives 

regarding the future of our Wholesale Power 

Contract. le is essential to share ideas and maintain 

an open dialogue as we evolve together in our ever

changing industry. Through careful planning, we will 

work together to leverage our suaregic advantage to 

make the best business decisions. 

Opporruniries ro improve efficiencies and provide 

competitive coses and service can be created through 

growth of the system. Dairyland is pursuing strategies 

char make sense for our existing members and benefit 

the entire system. 

We are committed to living the seven Cooperative 

Principles, improving communities and enhancing 

the quality of life in our region. Future generations of 

cooperative consumers will benefit from the shining 

oppottunities created by working in unity with our 

members, employees and business panners. 

Thank you for placing your uusr in Dairyland. 

United, we will shine for decades to come. 
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COOPERATIVE: mutual ... shared ... 
collaborative ... synergistic ... 
agreement ... common ... UNITED. 



Dai ryland and our member cooperatives, directors 

and employees work cooperatively to find innovative 

solutions to current challenges and develop long

term strategies to address future energy needs. 

The addition of 15 new solar energy projects is a 

shining example of working collaboratively to align 

business decisions with our strategic priorities. As a 

cooperative initiative, we are building solar faci lities 

in the service areas ofDairyland's members, many of 

which also include communiry solar projects. We are 

pleased they will all be online by mid-201 7. 

Execution of our "Preferred Plan" for diversifying our 

energy resources is a key initiative for Dairyland . In 

addition to the solar projects, we added 80 MW of 

renewable energy resources from the Barton Wind 

Project in Iowa through a power purchase agreement 

with Avangrid Renewables in February 2017. The 

98 MW Quilt Block wind project announced 

last summer is expected to be online in southwest 

Wisco nsin by the end of2017. 

Diversification efforts include evaluating renewable 

enabling natural gas to provide stabi li ry and reliabiliry 

to intermittent solar and wind as we transition 

to a less carbon-intensive world. Dai ryland's plan 

econom ically and systematically diversifies our energy 

resources and reduces our overall carbon footp rinc. 

It's simply good business, regardless of reguJatory or 

legislative policy decisions. 

Barbara A. Nick 
Pres ident and CEO 

P,r1j~ 
Roger Tjarks 

Chai rman, Board of Directors 

Operational excellence: Dairyland continues its 

tradition of high avaiJabiJiry and reliabiliry by our 

power plants and transmission system. The overall 

performance of the organization demonstrates that 

our employees are united in their quest for excellence. 

The aspiration is that Dairyland's operational 

performance will be 100 percent compliant and in 

the top tier for the industry. 

As we diversify our resources and implement new 

technology, we responsibly dismantle facilities that 

are no longer operational. Decommissioning is 

underway at the la Crosse Boiling Water Reactor 

(LAC BWR) and the Alma Station. Work is 

completed in a manner that ensures public safery and 

compliance with all regulatory requirements while 

min imizing the cost impact on Dairyland's members. 

Maintaining financial strength and competitive 

access to capital are critical to delivering our 

strategic plans. Our leaders recognize that building 

Dairyland 's finan cial strength must be balanced 

with maintaining competitive rates and service 

for members. We were ve1y pleased to present our 

members a 2017 budget with no rate increase, and 

co nnnue to improve our competitive posmon. 

Investing in our employees: Our employees are 

our most valuable resource. Dairyland staff are 

uni red in their dedication to providing a safe, reliable 

and sustainable supply of electrici ty char remains 

affordable for cooperative members. Maimaining 

and improving performance depends on a skilled 

and motivated work force. We have implemented 

succession planning and employee development 

programs to focus on attracting, developing and 

retaining talented leaders. 

Safery is core to our mission. We are pleased that 

our safety metrics have improved. We cominue to 

educate, promote and maintain a cuJcure of safery as 

we strive for the operational goal of "zero incidents" 

for our employees, members and the public. 

This report outlines the business plans underway 

tl1at align with our Strategic Imperatives. These are 

the highest priorities of our Board of Directors to 

achieve our Vision, Mission and Values. 



With a common goal to improve the quality of life in rural communities, 

cooperative leaders united their strengths more than 75 years ago and 

created a new cooperative to provide power in the region ... 

Dairyland Power Cooperative. 

Today, Dairyland supplies the wholesale electrical requirements and other 

services for 24 electric distribution cooperatives and 17 municipal utilities in 

the Upper Midwest. In turn, these cooperatives and municipals deliver the 

electricity to consumers-meeting the energy needs of over a half-million people. 

Dairyland works cooperatively with its members, community leaders, employees and other 

stakeholders to be an innovative and strategic generation and transmission cooperative. 

Dairyland continues to diversify its generating resources. The diversified 

portfolio includes coal, natural gas, hydro, wind, solar and biogas. There is 

further diversification by ownership, term and location. Electricity is delivered 

via nearly 3,200 miles of transmission lines and 300 substations located 

throughout the system's 44,500 square mile service area. 

Dairyland Power Cooperative, a Touchstone Energy Cooperative, is 

headquartered in La Crosse, Wis. Its service area encompasses 62 counties 

in four states (Wisconsin, Minnesota, Iowa and Illinois). 

Please visit www.dairylandpower.com for more information. 

DAIRYLAND POWER 
COOPERATIVE 

A Touchstone Energy• Cooperative ,s!__ 
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Talent and leader development: Maintaining and 

improving o rganizational performance requires 

highly-skilled employees. Dai ryland is focused on 

attracting, retaining and developing talented leaders 

who focus on exceeding member expectations. 

Initiati ves include a DPC Core Essentials course for 

employees which emphasizes Dairyland's Vision, 

Mission and Values, and lays the groundwork for 

Performance D evelopment Discussions which 

were developed as a way ro have formal two-way 

conversations between employees and their leaders. 

A Leadership Devewpment Program was launched 

ro provide furth er opportunity ro strengthen 

individual ski lls and develop future leaders from 

within the cooperative. 

Solutions for decommissioning: Decommissioning 

is unde1way at the La Crosse Boiling Water Reacror 

(LACBWR), Dai ryland's shutdown nuclear facility, 

and the Alma Star.ion. Work is being done in a 

manner t.hat ensures public safety and compliance 

wit.hall regularory requirements, while minimizing 

the cost impact on Dairyland's members and 

reducing fu ture liabilities. 

D airyland has engaged EnergySolutions, a 

national radioactive waste services contracror, for 

the final decommissioning ofLACBWR. Under 

the agreement, La Crosse Solutions temporarily 

holds t.he license and assumes responsibility fo r 

the decommissioning of the LACBWR site. 

Following completion in 2018, the license will 

return ro Dairyland. 

In October 2016, Dai ryland accepted a settlement 

offer of $73.5 million from t.he U.S. Court 

of Federal C laims for dan1ages related ro t.he 

government's breach of contract wit.h LAC BWR. 

The settlement net proceeds of$47.6 million were 

disbursed to Dairyland's member cooperatives in 

February 2017. 
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Stable rates and financially strong : Stable rates 

for 20 17 reflect Dairyland's focus on efficiency 

improvements and wise management of controllable 

costs and risks. Ensuring rates and services are 

competitive is critical to me economic well-being oft.he 

region as well as t.he long-term viability of Dairyland 

and cooperative members. 

Maintaining financial strengt.h and competitive access 

to capital are critical to delivering on Dai1yland's 

Strategic Plans, and must be balanced wit.h maintaining 

reasonable rates. To ensure long-term financial strength, 

t.he Dai ryland Board has implemented a Strategic 

Financial Plan to mai ntain "A" rati ngs from Moody's 

and Standard & Poors credit rating agencies. 

Local and regional transmission and 

purchased power have significant 

impacts on t.he bottom line. Fuel 

ro operate Dairyland's generating 

facilities continues to be tl1e largest 

annual expense. Dairyland's plants 

used about 2.2 million rons of coal in 

2016, including its 30 percent share of 

t.he Weston 4 power plant. 

Net margins in 2016 were 

$23. 1 million , compared to 20 15 

margins of $26.7 million. Dairyland's 

total net generat.ion and purchased 

power was fai rly stable at 

5.7 billion kWh, compared to 

5.9 billion kWh in 2015. A mild 

winter and decreased energy use 

by some commercial customers 

contributed to slightly lower energy 

loads. Class A member loads increased 

slightly ro 4.8 billion kWh from 

2016 Revenue Dollar 

2016 Expense Dollar 

4.7 billion kWh. Total operating revenues for 

20 16 decreased to $4 14.8 million, as compared to 

$4 18.3 million in 20 15. 
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Operational excellence: D airyland's baseload 

generation resources include the coal-fired units in 

Genoa and Alma, Wis., as weU as a 30 percent share 

of the Wisconsin Public Service Weston 4 power 

plant in Wausau, W is. Dairyland also relies on natural 

gas turbine peaki ng uni ts in Elk Mound, W is., the 

Flambeau Hydro Station in Ladysmith, Wis., and a 

growing number of renewable energy investments. 

For the fourth consecutive year, Dairyland's 

Genoa #3 (Genoa, Wis.) and John P. Madgerr 

(Alma, Wis.) generating stations achieved Electric 

Power Research lnstitute's (EPRI) "world class" status 

fo r minimal fo rced outage rates due to boiler tube 

failures. As Dairyland tracks perfo rmance at its power 

plants, lowering fo rced outage rates is a key objective 

towards the overall goal of operational excellence. 

Safety is also enhanced, as a reduction in forced 

outage rates minimizes potential hazards. 

Safe and efficient: T he Genoa power plant received 

some special attention this year, as a 20-week 

maintenance outage was safely and successfully 

performed. The turbine generator was overhauled 

and in-depth equipment inspections were conducted . 

Projects scheduled during planned outages are 

important to ongoing safe and efficient operations. 

Stare-of-the-art environmental controls in 

place at the Genoa and Alma power 

plants have greatly reduced sulfur 

dioxide, nitrogen oxides, mercury and 

particulate matter emissions. In the 

past decade, Dai ryland has invested 

approximately $300 million in air emission systems, 

in addition to existing controls at the facilities. 

Sustainability Initiative for long-term value : 

Dairyland's definition of sustai nabili ty takes into 

account four primary impact areas: To conduct business 

in a way that addresses potential social economic, 

environmental and technology impacts to create value 

now and for fi,ture generations. 

Dairyland's Sustainability Initiative focuses on 

business and operational opportunities to reduce 

environmental and social impacts while encouraging 

efficiency and cost savings. Dai ryland has participated 

in MPower (a regional sustai nabili ty program) and 

was a 2016 M Power C hampion. Staff presented on 

four current projects (pollinator habitat; e-recycling; 

energy and water savings; energy efficiency) at a 

regional sustainabili ty showcase. 

Environmental stewardship: Stewardship and 

sustainability go hand-in-hand. Being a good steward 

of our shared environment has been a core value at 

Dairyland for decades. Whether Dairyland is helping 

develop new initiatives, such as pollinator gardens 

at solar energy sites, or supporting long-standing 

programs like the Peregrine Falcon Restoration 

Progran1 , stewardship is a daily focus. 

Activities take place throughout Dairyland's service 

territo ry and are often accomplished in tandem 

with local organizations. Near Dairyland 's Flambeau 

H ydro Station, staff have worked with the Rusk 

County Wildlife Restoration Association on fish 

habitat and public park improvements that benefit 

residents and visitors. 

Through planning, dedication and 

teamwork our staff and contractors 

safely accomplished the major 

overhaul of the G-3 turbine." 

Lane Peters I Manager I Genoa Site 
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Steve Schroeder I Manager I Transmission Services :;; · · ·. 
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Safety first, at work and at home : Everyone 

Home Safe, Every Day is our highest priority. The 

importance of this effort is spelled out in a Strategic 

Imperative on Safety. Measurable progress continues 

on efforrs to build a stronger safety culture, with 

open and positive com munication. Dairyland's 

Continuous Improvement Tean1s provide tools to 

assess and manage risk, emphasizing the critical 

importance of speaking up about a safety concern. 

Working together toward the goal of zero inciden ts is 

everyone's most important job. 

Bringing the lights back on ... together: For 18 

Dairyland employees, 2017 started with a power 

restoration mission to South Dakota, after a major 

storm caused widespread outages in East River 

Electric Cooperative's service territory. 

Rendering assistance to each other during times of 

need is part of Cooperative Principle #6, Cooperation 

among Cooperatives. After the holiday ice storm 

downed over 500 poles, Dai,yland crews 

brought their expertise and pole replacement 

materials to help safely restore electrical 

service to the people of South Dakota. 

unites all of us, providing the essential 

connecnons to power every 

aspect of our lives. Dairyland 

is responsible fo r providing 

safe, reliable, sustainable 

and competitively priced 

electricity to the cooperative 

membership. Maincaining 

a robust transmission 

infrastructure and 

planning for long-term 

power delivery needs are 

vital fo r the reliable supply 

of electricity. 
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Dairyland rebuilds, constructs or upgrades 

approxi mately 50 miles of 69 kV transmission lines 

every year for reliability and service improvements. 

Local reliability has been enhanced following 

the major rebuild of Dairyland's 16 1 kV Q 1 

transmission line, completed in early 20 17. The 

line, which was originally constructed in 1950, rw1s 

approximately 70 miles between Genoa and Alma, 

Wis., and is the main provider of 

electricity to the La Crosse area. 
Transmission Lines 

Dairyland is a participant in the 

recently completed CapX2020 

Hampton-Rochester-La Crosse 

345 kV line. T he line is delivering 

expected results by reducing 

congestion and providing improved 

access co renewable energy. 

Dairyland is a participant in two 

other regional transmission projects, 

Badger Coulee (La C rosse to 

Madison, Wis.) and the proposed 

Cardinal- Hickory C reek project 

(Madison to Dubuque, Iowa). 

161 ................. • .. 642.42 
69 ..... . .....•..... . .. 2,553.79 

4.5 .. . ,· .... . ... . .. : .. . .... 0.46 
Total ............... . . . 3, 196.67 

Substations . 
Plant .......... . .. . .......... 7 
Transmission . . . . . . . . . • . . . . . . . 36 
Disccibution .... . . .. ...... . .. 249 
Toral .. ... . ...... •.. _ • ...... 292 

Getting smarter all the time: 

Dai,yland's Load Management program has been 

saving cooperative members energy (and money) for 

decades. T he program offers benefits to members 

who agree to electric use conuol during times of 

peak demand or high energy prices, or to help 

balance system disturbances such as an ourage. 

Dairyland staff work on cutting-edge smart 

grid technologies with industry experts and 

peers across the nation to bring energy-efficient 

advances here. New energy storage methods are 

piloted at Dairyland's member cooperatives ro 

test grid-interactive technologies on appliances, 

such as water heaters. 
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United in our Cooperative Purpose: Strategic 

marketing campaigns and new technologies are being 

used by Dairyland and its members to connect with 

today's consumers. Dai1yland is a regional member of 

Touchstone Energy Cooperatives, a network of 

750 cooperatives working together to develop 

programs and tools to engage and educate cooperative 

members in an ever-changing industry. 

Working with policymakers: Together with its 

members, statewide organizations and the National 

Rural Electric Cooperative Association, Dai ryland 

evaluates state and federal legislative proposals to 

determine their impact on the environment, system 

reliability and affordabili ty. 

Legislative and regu latory decisions regarding 

Environmental Protection Agency rules, renewable 

energy, infrastructure co nstruction, transportation 

and the storage of nuclear fuel all can significantly 

affect D airyland 's operations, reliabili ty and the 

cost consumers will pay for electricity. Building 

strong relationships with area policymakers is 

important and Dairyland works with elected 

officials in both parries. 

Helping communities grow: Dairyland has a long 

history of supporting growth in its service area. 

Since I 990, Dairyland has assisted member 

cooperatives gain access to 83 loans and 

gran ts fo r business and community 

development through the USDA 

Rural Econom ic Development Loan 

and Grant Program. This financial 

ass istance totals over $25 million. 

In that same period, Dairyland also approved 

247 loans from its Eco nomic Development 

Loan funds totaling about $20 million. These 

programs have helped create and retain jobs to 

improve the quali ty of life for consumers in the 

Dairyland system. 

Dairyland also helps its rural communities 

promote economic development and sustainable 

living. Dairyland is a member oflocal and regional 

economic development and rourism organ izations 

including the Communi ty and Economic 

Development Associates (CEDA), Momentum 

West, The 7 Rivers Alliance, Southeast Minnesota 

Together and Drift.less Wisconsin. Together with 

its member cooperatives, Dairyland sponsors a 

variety of community development, renewable 

energy and energy efficiency-related events 

including the Midwest Renewable Energy Fair, 

Iowa Farm Progress Days and Wisconsin Farm 

Technology Days. 

Employee generosity shines: Dairyland 

employees generously suppo rt the communities 

where they work and live. Many school and 

other nonprofit organizations benefi t from 

enthusiastic volunteerism and eco nomic 

ass istance from Dairyland throughout the yea r. 

Dairyland and its employees united to donate 

more than $118,000 during the United Way's 

"Pacesetter" campaign fo r 20 17. Other examples 

include: American Red Cross, American Cancer 

Society, Freedom Fest, Rota1y Lights, Salvation 

Army and the YMCA. 

Member meetings, events and tours 
create opportunities to achieve one of our 
Cooperative Principles ... education." 

Cinda Vingers I Manager I Administrative Services 



2016 ANNUAL REPORT I 13 



14 I UNITED WE SHINE 

Dairyland staff presented a check to the Rusk County, Wis., Sheriff's 
Office in support of Project Lifesaver. The program works to 
prevent potential injury to adults and children who wander due to 
Alzheimer's disease, autism or other concerns. 

As part of its Solar for Schools initiative, Dairyland has provided 
a solar array at Western Technical College's Independence, Wis., 
campus to promote learning opportunities in solar technology. 

Dairyland began purchasing renewable energy output from 80 MW 
of the Barton Wind Project in Worth County, Iowa, in February 2017. 

Alma Site employees pose in front of the shutdown Alma Station. 
Decommissioning of the facility has begun. 
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Thank you to the Dairyland employees who traveled to South 
Dakota to help restore electricity following a holiday storm. 

• Four Dairyland projects were highlighted at the MPower 
Sustainability Showcase in La Crosse: pollinator habitats at 
solar sites, E-recycling, energy/water savings and energy 
efficiency assessments. 

Ensuring power is routed safely and reliably 24/7 is the top 
priority of dispatchers in Dairyland's System Operations Center. 
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Member control of Dairyland is vested 

in its Board of Directors, consisting of 

representatives from each Class A member 

distribution cooperative, plus one Class B 

director. Selected by their local members, 

directors represent a broad spectrum of 

interests, including their members, the 

business interests of their local cooperative 

and, perhaps the most challenging of all, the 

affairs of a power supply system providing 

energy to over a half-million people. 

Roger Tjarks, Chai rman 
Heartland Power Cooperative 

Greg Sada, Vice Chairman 
Ri verland Energy Cooperative 

John Petska, Treasurer 
C hippewa Valley Electric Cooperative 

Barbara Heffernan, Secretary 
Dunn Energy Cooperative 

Jerry Huber, Member-at-Large 
Jackson Electric Cooperative 

Francis Klatt, Member-at- Large 
Sc. Croix Electri c Cooperative 

Larry Lamborn, Member-at-Large 
Al lamakee-Clayton Electric Cooperative 

Barry Radloff, Member-at-Large 
Bayfield Electric Cooperative 

Laurie Engen, Assistant Secretary 
Dairyland Power Cooperative 

Niles Berman, General Counsel 
Wheeler, Van Sickle & Anderson 
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Barron Electric Cooperative 

Charles Bena 
Clark Electric Cooperative 

Clarence Boettcher 
Eau Claire Energy Cooperative 

Ron Churchill 
Oakdale Ele t6 Cooperative 

Sandra Davidson 
Scenic Rivers Energy Cooperative 

Dan Fischer -. 
Pierce Pepin Cooperative Services 

Dean Fisher 
Hawkeye REC" 

Ed Gullickson 
Polk-Burnett .Electric Cooperative 

Francis Gwinn 
Price Electric Cooperative 

Daniel Korn 
Vemoo Electric Cooperative 

Burt Magnuson 
Freeborn-Mower Cooperative erv1ces 

Joseph Mattingley 
Jo-Carroll Energy 

Eugene Miller ;• 
People's Cooperative Services 

Jeff Monson 
Richland Electric Cooperative 

Kendal Nichols 
Class B Member Cooperatives 

r fjt 

*Hawkeye REC and Tri-County ,._,· ,;; • 

Electric Cooperative united t" 

Jane Reich 
Jump River Electric Cooperative 

Jennifer Scharmer Jan. 1, 2017, to create Mi Energy 
Tri-Counry Electric Cooperative* 

Dean Tesch 
Taylor Electric Cooperative 
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Barbara Nick, President and CEO 

Responsible for execution of strategic and operational plans, cooperative 

vision and culture. Communicates with and maintains strong relationships 

with the Board, members, employees and other key leaders. 

John Carr, Vice President, Strategic Planning 

Responsible for leading strategic and business planning, power supply 

diversification, business development, fuel procurement, energy marketing 

and trading, including MISO operations. 

Laurie Engen, Senior Executive Assistant 

Provides professional support and guidance ro the President and CEO 

and serves as assistant secretary to the Board of Directors. 

Mary Lund, Executive Vice President, HR 

Responsible for strategic and tactical leadership in establishing and 

supporting the Board Governance Committee and serving as the key 

liaison with member co-ops. 

Nate Melby, Chief Information Officer 

Responsible for leading the development and implementation of 

information technology initiatives and systems that align and advance 

Dairyland's business/operations strategies. 

FRONT: Barbara Nick 
and Deb Mirasola. 

MIDDLE: Laurie Engen, 
Rob Palmberg, Mary Lund 
and Nate Melby. 

BACK: John Carr, Phil Moilien, 
Brian Rude and Ben Porath. 

Deb Mirasola, Director, Communications and Marketing 

Responsible for engaging and educating employees, members and the public 

through strategic commw1ications and marketing programs. 

Phil Moilien, Vice President and CFO 

Responsible for leading accounting, finance, enterprise risk management, 

corporate budget and supply chain. Oversees financial activities of 

subsidiary organizations. 

Rob Palmberg, Vice President, Generation 

Responsible for achieving operational excellence in power production 

including operations ofDairyland's traditional and renewable generation 

facilities and environmental affairs. 

Ben Porath, Vice President, Power Delivery 

Responsible for reliable system operations, transmission lines, substations, 

telecommunications and real estate/right-of-way. Also business continuity, 

compliance and information technology. 

Brian Rude, Vice President, External and Member Relations 

Responsible for state and federal government relations, energy efficiency 

and conservation programs, communications and marketing, publication 

services and administrative services. 
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To the Board of Directors of Dairyland Power Cooperative: 

We have audited the accompanying consolidated financial statements of Dairyland Power Cooperative and 

subsidiary (the "Cooperative") , which comprise the consolidated balance sheers as of December 31, 2016 

and 2015, and the related consolidated statements of revenues, expenses, and comprehensive income, 

member and patron equities, and cash Aows for the yea rs then ended, and the related notes to the consolidated 

finan cial statements. 

Management's Responsibility for the Consolidated Financial Statements : 

Management is responsible for the preparation and fair presentation of these consolidated fin ancial statements 

in accordance with accounting principles generally accepted in the United Scares of America; this includes the 

design, implementation, and maintenance of internal control relevant to the preparation and fa ir presentation 

of consolidated financial statements char are free from materi al misstatement, whether due to fraud or error. 

Auditors' Responsibility: 

Our responsibili ty is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United Stares of 

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether th e consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to ob tain audit evidence about the amounts and disclosures in the 

consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 

assessment of the risks of material misstatement of the consolidated financial statements , whether due to fraud 

or error. In making those risk assessments, the auditor considers internal control relevant to the Cooperative's 

preparation and fair presentation of the consolidated financial statements in order to des ign audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 

of the Cooperative's internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made 

by management, as well as evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a bas is for 

our audit opinion. 

Opinion: 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 

the fin ancial position of the Cooperative as of D ecember 31, 2016 and 20 15 , and the results of their operations 

and their cash Aows for the years then ended in accordance with accounting principles generally accepted in the 

United States of America. 

March 28, 2017 • Minneapolis, Minnesota • Deloitte & Touche LLP 
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2016 2015 

$ 1,691,311 $ 1,569,980 

(612,445) (580,036) 

1,078,866 989,944 

109,556 189,855 

1,188,422 1,179,799 

Other Assets: 

Nuclear decommissioning funds ....................... . . . ...... . ........... '. 74,343 94,676 

Investments under debt agreements-marketable securities ...... . .. . .... . . . .... . .. ' 3,783 3,779 

Other property and investments . . . .......................... : ... . .... . ..... -~·; 11 ,721 10,885 

Investments in capital term certificates of National Rural ..... . ............ . ...... . 

9,1 76 9,176 

29,995 54,199 

1,603 1,429 

16,909 28,139 

Total ocher assets 147,530 202,283 

27,278 26,386 

37,362 35,287 

1,942 2,479 

Fossi l fuels . . ............................................... .. .. . . ... . . 59,863 49,220 

Materials and supplies .... .. . . ....... . .. .. . . .... . ... .. .. .. .. ............ . 19,769 20,086 

21 ,078 16,225 Prepaid expenses and ocher ........ .. ... ... . . ...... . ............. . ......... . , __ ____ _ 
Total current assets ........................................... ... ... . . 167,292 149,683 

Total. .. . . . . .... . .. ... ............... . ...... . ........................... . $ 1,503,244 $1,531,765 
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Capitalization: 2016 201 5 

Member and parron equiries: ... . ...... .. .... . .. . ........... . ... . ...... . ... . 

Membership fees ............ .. ..... . .. .. ...................... . ...... . $ 1 $ 1 

Parronage capiral ... ... ... . ..... . ... .. ................................ . 273,501 254,265 

Accumulared ocher comprehensive income .................................. . 2,289 2,415 

Tora! member and patron equiries ................. . ........... ....... . 275,79 1 256,681 

Long-term obligations . ....... . .... . ... .. ... . .......... .. ................ . 772,96 1 775,857 

Total capitalization ................ . ..... . . . .. . . . .. ... . ... ... ... ... . 1,048,752 1,032,538 

Other Liabilities: 

Decommissioning and asset retirement obligations ............... . ........ ...... . 81,380 97,230 

Poscreciremenc heal ch insurance obligation ... . . .. . ............................ . 4,669 4,482 

Accrued benefi ts .............. ..... ... .. ..... .. ......................... . 853 888 

1,603 1,429 

5,615 3,974 

69,263 76,336 

163,383 184,339 

Current liabilities: 

Current maturities of Jong-term obligations and obligations under capital leases . ....... ·· 52,899 49,409 

Line of credit ..... . .. . . ..... . . ..... .. .. . . .. . ............ . ...... . ....... . 108,000 196,000 

Advances from member cooperarives ..... .. ... ..... . .... . ....... . ... . . .. . . . . . 13,274 10,758 

Accounts payable ........ . . . . . . ......... . . ... . ... . .. . . .. . . ... . ... . ...... . 38,835 32,459 

Accrued expenses: 

Payroll, vacation, and benefits . ... .. .. .. .. . .. . ....... . . .................. . 6,980 7,133 

Interest. .... ................. . .................................... . . . 9,500 238 

Property and ocher taxes .......... . .................................... . . 3,919 3,190 

Special refund co members (Note 15) ............ .. ..... . ......... .. .. . .... . 47,636 

Ocher ............................................................ . . . 10,066 15,701 

Total current liabilities .. . ..... .. .. ........ . .............. . ........ . . 291, 109 314,888 

Total. ........... . . . . ... . . . .. ..... . ..... . . . . ... . ................. . . ..... . $ 1,503,244 $ 1,531,765 

See notes to the consolidated financial statements. 
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2016 

$ 392,123 $ 398,933 
22,709 19,391 

414,832 418,324 

107,746 114,191 

61,651 74,J 30 

92,693 84,309 

48,989 44,6 19 
40,198 32,579 

8,230 8,916 

359,507 358,744 
55,325 59,580 

Interest and ocher: . . . , , . ,r~ . . ~ . :: 

Interest expense ... . ~ .. : ....... " ... .... .. . ........ ·. ·. ·. : ... · ........ : .. ·. : .. 39,817 39,844 
Allowance fox funds used in construccion-equiry .. .... . ............... . ... . .. . (1,59 1) (2,776) 
Ocher-nee ... . .. .... ... . ...... .. ............. . .... . . . ...... .. .... .. . 

• - I I 
Total interest and ocher. ......... " . . ........... · . . ... .. . : ~ .• . .. .. . ..... . 

1,639 3,376 
39,865 40,444 

15,460 19,136 

7,686 7,590 

23,146 26,726 

(126) (304) 

$ 23,020 $ 26,422 

Accumulated Other Total Member 
Membershi Comprehensive Patronafe and Parron 

Fees Income (Loss) Capita Equities 

Balance-December 31, 2014 ............ ... .. .. . .. . ..... $ 1 $ 2,719 $ 231,196 $ 233,9 16 
Nee margin and earnings . .............. . .. ..... ..... . . 26,726 26,726 
Poscrecirement health insurance obligation adjustments ....... (304) (304) 
Retirement of capital credits ....... ... ....... . .......... !'- (3,657) (3;657) 

Balance-December31,2015 .... : ....... .. . ..... .. . . . ... 2,415 254,265 256,681 
Nee margin and earnings ....... .. ..... . ....... ... .... '. 23 ,146 23,146 
Poscreciremenc health insurance obligation adjustments ...... : (126) (126) 
Retirement of capital credits ...... ... ... . . ...... ... . ... . ~ (3,910) (3,91 O) 

Balance-December 31, 2016 . ... . ......... .. ... . . .. ..... $ $ 2,289 $ 273,501 $ 275,791 

See notes to the consolidated financial statements. 



Depreciation and amortization: . 
C harged to operating expenses .......... . ..... .... ......... . . ..... . .... . 

Charged through ocher operating elements such as fuel expense . ... . .... . . . . ... . 
•;; r 

Al lowance for funds used in conscruccion-equicy .......... .. ................ . 

Gain on sale of property and equipment 

Changes in operating elements: . 

Accounts receivable ..... . ..... ." .' ..................... .. .... . . . . ... . · . . 

Inventories ............ . . .. . . ......... . . . · . . . .. ....... . ". . .. . . . . . .. . . . 

I?repaid expenses and other assets . .. . ........ . ,. : . .... . .............. . . .. . 

Accounts payable ........................................... . .. ...... . 

Accrued expenses and ocher liabjfaies .................................... . 

D eferred charges and ocher ... . .. ... .. . . . .. '. . . . . . . . .. .. . ·.· .... . · :- . . .. . " .... · 
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2016 

$ 23, 146 

48 ,989 
1,754 

(1,59 1) 

(1,538) 
(1 0,8 12) 

(4,853) 

12,727 
42,668 

2015 

$ 26,726 

44,619 
1,731 

(2,776) 

(204) 

6,052 
(9,441) 
(6,878) 
(2,5 17) 

75,841 

~ . . -------- - -'---"--38,743 (19,944) 
Tot al adjustments .... ... .. .. .......... . ..... . ....... ....... .. . .. . . : 126,087 85,783 
Net cash provided by operating activities . . ............... .. ............ . 149,233 112,509 

Cash Flows from Investing Activities: 

Electric plane additions .. .. . .............................................. . (56,283) (78, 95) 
Advances to nuclear decommissioning funds ..... . ... ... .. .... ..... .. . . .. . . .. . . (8) (78) 
Proceeds from sale of property and equipment . . . . . . ......... ·: .... .. ...... . ... . . J 529 
Purchase of investments ................................... .... ........... . (547, 107) (172 873) 
Proceeds fro m sale of inves tments and eco rwmic development loans ..... ........... ;'- 546,278 l 21055 

Net cash used in inves ting activities .... . .. .. . .. . .... .. ........ . . . . .... ~ (57, 120) (77,762) 

Cash Flows from Financing Activities: 

Borrowings under line of credit ........... ... . . . ........ .. . .. . . . .. . . . .. . .' .. . 79,000 123,000 
Repayments under line of credir. ............................ . .............. . (167,000) (54,000) 
Borrowings under long-term obligations ........................ : .... .. ..... : : 

Repayments of long-term obligations ......... . · . .' ....... '. : . · . . ..... .... . ..... ; . 

99,090 
(1 00,9 17) 

45,8 16 

(13 ,051 
Retirement of capital credits .. . .... .............. .. ................. .. ..... . (3,9 10) (3,657) 
Borrowings of advances from member cooperatives ... ~ ... : ........ ... .. . .. .. : .. . 219, 173 226,078 
Repayments of advances from member cooperatives .. . .......................... . 

Net cash used in financing activities ................ . : . : . :~ . .. . .... .... . 

(2 16,657) 
(9 1,22 1) 

(235,418) 
(34,232) 

Net Increase in Cash and Cash Equivalents . .. . ... ............... : .. . .' ........... ~. 892 5)5 

Cash and Cash Equivalents-Beginning of year . ............ . ... . ...... . ... . . . . . . . 26,386 25,871 
- --------------

$ 27,278 $ 26,386 Cash and Cash Equivalents-End of year . . . .... . . ... ... ........ .. . ......... . ... .' 
• • ~ ~ • 'tf ~... _, ____ _________ _ 

Supplemental Cash Flow Information: • · 
~ ' . 

Cash paid for i meres t . .... .................. . .............. : ......... .. .. : .. ~ $ 32,575 $ 43,067 --------------
Electric plant additions funded through accounts payable and accrued expenses . ... . .. . $ 4,764 $ 11,115 
Electric plant additions under capital leases ..... . . .. . .... . . . .............. . . .. . $ 4,062 $ 2,752 
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Nature of Business & Organization 
Business: Dai ryland Power Cooperative and subsidiary (" Dairyland" o r the 

"Cooperative") is an electric generation and transmission cooperati ve organized 

under the laws of the states of W isconsin and Minnesota. T he Cooperative, whose 

principal offices are located in W isconsin , provides wholesale electric service to class 

A members engaged in the retai l sale of elecrriciry to member consumers located in 

W isconsin , M innesota, Iowa, and Illinois, and provides electric and ocher services to 

class C, D and E members. 

Principles of Consolidation: T he consolidated fi nancial sraremencs include 

the accounts of Dai ryland and Dairy land's wholly owned subsid iary, Genoa 

FuelTech, Inc. All incercompany balances and transactions have been eliminated in 

consolidation. 

Accounting System and Reporting: T he accounting records of rhe Cooperative 

are maintained in accordance with the uniform system of accounts prescribed by the 

Federal Energy Regulatory Commission as adopted by rhe Rural Urili ries Service 

(RUS), the Cooperarive's principal regulatory agency. 

Electric Plant : The cost of renewals and berrerments of units of property (as 

disti nguished from minor items of property) includes contract work, d irect labor 

and materials, allocable overhead, and allowance fo r funds used during construction, 

and is charged to electric plane accounts. Incl uded in accumulated depreciation 

are nonlegal or noncontracmal costs of removal components. As a result, the cost 

of units of property retired , sold or otherwise disposed of, plus removal coses, less 

salvage, is charged to accumulated depreciation and no profi t or loss is recognized in 

connection with ordinary retirements of property un its. A provision for these nonlegal 

or nonconcracrual costs of removal components is recognized based on depreciation 

rares determined by a th ird-parry depreciation smdy completed in July 20 I I and 

approved by RUS in 20 12. An update to chis study was com pieced in November 201 6 

and approved by RUS in 201 7 for rares effective in 201 7. T he Cooperati ve is unable 

to obtain the in fo rmation to separate the cumulative removal coses as of December 3 1, 

20 16 and 20 15. Maintenance and repair costs and replacement and renewal of minor 

irems of property are charged to operations. 

Depreciation: Depreciation, which is based on rhe srraighr-line merhod at rares 

char are des igned to an1ortize the original cost of properti es over their estimated 

useful lives, includes a provision for the cost of removing and decommiss io ning 

the properties. T he provision fo r depreciation averaged 3 .1 % of depreciab le plane 

balances fo r 20 16 and 3 .0% for 201 5. 

Allowance for Funds Used during Construction: Al lowance for funds used 

during construction (AFU DC) represents the cost of ex ternal and internal funds 

used for construction purposes, and is capital ized as a component of electri c plane 

by applying a rare (4 .1 2% in 20 16 and 3.6 1 % in 201 5) to certain electric plan t 

add itions under consrrucrion. The amount of such allowance was $3,05 5 in 201 6 

and $5,272 in 2015. T he borrowed funds component of AFUDC fo r 20 16 and 

201 5, was $ 1,464 and $2,496, respectively (representing 1.99% and 1.7 1 % in 

20 16 and 20 15, respecti vely). The equ ity component of AFUD C fo r 201 6 and 

201 5 was $ 1,59 1 and $2,776, respectively, (representing 2.1 3% and 1.90% in 

20 16 and 20 15, respectively). T he borrowed fimds components were included as a 

reduction of in terest expense in the consolidated statements of revenues, expenses 

and comprehensive income. 

Recoverability of Long-Lived Assets: The Cooperati ve accoun ts for the 

impai rment or disposal of long-lived assets, sud, as property and equipmenr, whenever 

events or changes in circumstances indicate the carrying val ue of an asset may nor be 

recoverable. An impairment loss is recogn ized when estimated undiscounced cash Aows 

expected to result from the use of the asset, plus net proceeds expected from disposition 

of the asset (if any) are less than the carrying value of the asset. W hen an impai rmenr 

loss is recognized, the carrying an1oum of the asset is reduced to its estimated fair value 

based on quoted marker prices or ocher valuation techniques. To dare, management 

has determined char no impairment of these assets exists. 

Investments: lnvesrmencs in marketable debt and equi ty secu riti es classified 

as avail able fo r sale are reported ar fai r val ue, with the interest, dividend income 

and realized gains repo rted in no noperaring margin. The Cooperative continual ly 

mon iro rs the difference between cost and est imated fai r value of irs investments. 

If an y of the Cooperarive's investments experience a decl ine in value char the 

Cooperative believes is ocher than temporary, the Cooperative will real ize the loss 

as a reduction in investment income o n decomm issioning funds. In 201 6 and 

20 15, rhe Cooperative realized $ 1, l 89 and $3,0 18, respectively, of losses on these 

investments as a result of orher-rhan-remporary impairment (OTII). 

Regulatory Assets and Liabilities: T he Cooperative's accounting policies and 

the consolidated financial statements confo rm ro accounting principles generally 

accepted in the United Scares of America applicable to electric cooperatives. During 

201 5, the Cooperative established a regulato ry asset fo r a contract termination 

fee related to a power purchase agreement. This is being amorrized to purchased 

power expense over the fi ve-year remai ning rerm of the original contract beginn ing 

November 2015. Duri ng 20 14, the Cooperative established a regi.Jatory asset related 

to unrecovered plane balances upon closure of the Alma 4 & 5 generati ng stations. 

This is being amortized th rough rares over l O years beginning in 20 15. The expected 

fo llowing year's portion of these regi.Jatory assets is included in ocher current assets 

ar December 3 1, 2016 and 20 15, respecti vely. During 201 3, the Cooperative 

establ ished a regulatory asset of$ l 6,700 fo r increased esti mated coses in the nuclear 

decommissioning liabili ty. During 2016, ch is regulatory asset was offset against 

settlement proceeds received from the second nuclear conrracr damages clai m with the 

.S. government as described in ore 15. 

The noncurrenc portion of regulato ry assets as of December 3 1, 201 6 and 2015, 

incl ude rhe fo llowing: 

Powl'r purchase conrracr rermina1 ion fee 

Alma 4 & 5 unrecovered planr balances. 

~udear d(.'commissioning methodology change . 

~l(>ul rcgul.uory assets . 

201 6 

.... . . . . . ... . . . . ... $ 15.491 

14.504 

. $ 29.995 

2015 

$ 20,958 

16.541 

16,-00 

54.199 

Deferred Charges: Deferred charges represent future revenue co rhe Cooperati ve 

associated with costs char will be recovered fro m customers th rough the rare

making process. As of December 3 1, 201 6 and 201 5, the Cooperari ve's deferred 

charges are being reAecred in rares charged to customers, except the deferred 

nuclear lirigarion and plan t expenses as noted below. If al l or a separable portion 

of the Cooperarive's operations become no longer subject to the provisions of 

regulato ry accounting, a write-off of deferred charges would be req uired , unless 

some fo rm of transition recovery (refund) continues through rares established and 

coll ected fo r the Cooperarive's remaining regulated operations. In addi tion, the 

Cooperative would be required ro determine any impai rment to the carryi ng coses 

of deregulated plane and inventory assets . T he noncurrenr portion of deferred 

charges as of December 3 1, 20 16 and 2015, include the fo llowing: 

2016 2015 

Pension prepayment . . ······ · · · · · · ····· · · .... . . $ 13,449 $ 16,139 

Deferred nuclear lit igation and plane expenses . . . . . . . . . . . . . . 9,228 

Other. 3,460 2,772 

Total deferred charges . .$ 16,909 $ 28,139 



The vo luntary prepayment to the Cooperarive's mulriemployer defined-benefit 

pension plan to reduce futu re fu nding amounts is being amortized to benefits 

expense over IO yea rs beginning in 2013 as prescribed by RUS. D eferred 

litigation expenses and certain plant expenses from the second nuclear contract 

damages claim agai nst rhe Un ired Scares govern ment, as discussed in Nore 15, 
were offset against settlement proceeds received in 20 16 from char claim. 

Cash and Cash Equivalents: Cash equivalents include all highly liquid 

investments with original maturities of three months or less. Cash equivalents 

consist primarily of commercial paper, stared at cost, which approximates marker. 

Fossil Fuels and Materials and Supplies: Coal inventories as well as 

materials and supplies inventories are sta red at the lower of average cost or 

marker prices. 

Nitrogen Oxide Emission Allowances: Beginning in 2009, rhe U.S. 

Environmental Protection Agency (EPA) requires power plants to hold sufficient 

allowances to cover emiss ions of nitrogen oxide. Under these requirements, 

the Cooperati ve is required to surrender one emiss ion allowance per ton of 

nitrogen oxide emitted . Actual emiss ions during 20 16 and 2015 did not 

require rhe Cooperative to purchase addi tional allowances beyond what was 

allocated under the program . As of D ecember 3 1, 2016 and 2015, allowances 

are recorded in inventory at lower of average cos t or marker prices at a total cost 

of $0. The obligat ions to EPA to meet 20 16 and 201 5 emissions are $0. The 

transfe r to EPA for the 20 15 annual allowances occurred in May 2016. The 

transfer to EPA fo r the 20 16 annual allowances is expected to occur in May 

20 17. The remaining allowances in inventory as of December 3 1, 20 16, will 

be surrendered to EPA, as applicable, under the terms of the consent decree 

described in Nore 10. 

Deferred Credits: Deferred credits represent both future revenue ro the 

Cooperative associated with cusromer prepayments and noncurrent obligations and 

reserves related ro operations. As of December 3 1, 2016, the Cooperarive's deferred 

credits are bei ng considered when determ ining rares charged to cusromers. 

The no ncurrent portion of deferred credits as of December 31, 2016 and 2015, 
include the fo llowing: 

Unearned revenue---conrracr prepayment 

Environmental mitigation projects . 

2016 

........ $ 68,744 

2015 

$ 74,472 

660 

690 Plant salvage reserve. 

Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - ~5_1~9 _ __ ~5_1_4 

Total deferred credits . ................................. _S_ 69_,_26_3 __ S_7_G_,3_36_ 

Unearned revenue-contract prepayment is from the settlement payment 

received from G rear River Energy (GRE) as discussed in Nore 13, and is being 

recognized in ro revenue through 2029. Costs for environmental mitigation 

projects are being incurred annually and must be completed by 2018, as 

discussed in Nore 10. Remaining amounts for those projects are expected robe 

incurred in 2017 and are included in accrued expenses. Plant salvage reserve was 

applied ro rhe Alma plant dismandement project during 2016. 

Sales of Electric Energy: Revenues from sales of electric energy are 

recognized when energy is delive red. The class A wholesale rares approved by 

the Cooperarive's board of directors (the "Board of Directors") have a power 

cost adj ustment that al lows fo r increases or decreases in class A member power 

billings based upon actual power costs compared to plan. For 2016 and 2015, 
the power cost adjustment to the class A members resu lted in (credits) ro sales 

billed of $(5,450) and $(2, 198), respect ively. These amounts are recorded in 

sales of electric energy in operating revenues on rhe consolidated Statements of 

revenues, expenses and comprehensive income. 
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Other Operating Revenue: Ocher operat ing revenue primarily includes 

revenue received from transmiss ion se rvice and is recorded as services are 

provided . During 20 15, the Cooperari ve's Board of Directors implemented a 

revenue deferral plan which was approved by RUS in Feb ruary 20 16. Ocher 

operating revenue fo r 2015 was reduced by $4,400 and was defe rred inro 2016 
revenue recognition. As a condition of the RUS approval fo r rhe plan , the 

Cooperative was ro mai ntain a segregated cash balance of at leas t the amount of 

unrecognized deferred revenue during the year. The Cooperati ve has mer this 

requirement through its deposits in the RUS debt prepayment program. 

Accounting for Energy Contracts: Contracts that did nor meet the accounting 

defin ition of a derivati ve are accounted for at hisrorical cost. T he Cooperative's 

energy contracts that qualify as derivatives continue robe accounted for at fair value, 

unless chose contracts meet the requirements of and have been designated as "normal 

purchase/normal sale." The Cooperative does nor have any energy contracts rl1ar are 

required robe accounted fo r at fair value as of December 31, 2016 and 20 15. 

Nonoperating Margin : The nonoperating margin for the yea rs ended 

December 3 1, 20 16 and 20 15, includes the fo llowing: 

2016 2015 

Investment income . . .. . . .. .. .. $ 6,722 S 5,529 

lnvesrmem income on nuclear decommissioning funds: 

Ne, earnings (losses) 

Realized ga ins 

Realized losses and losses due ro OTT!. .................... . . . . . . . 

Provision-recorded as estimated decommissioning liabilities . 

Other. 

Nonoperari ng margin ........................... . ....... . . s 

3, 153 

5,703 

(9,070) 

214 

964 

7,686 

(14) 

2.439 

(3,799) 

1,374 

2,06 1 

$ 7,590 

Use of Estimates: T he preparation of consol idated financial statements in 

conformi ty with accounting principles generally accepted in the United States of 

America requires management to make estimates and assumptions d1ar affect the 

reported an10unts of assets and liabilities, and the disclosure of contingent assets 

and liabil ities at the date of the consol idated fi nancial statements, and the reported 

amounts of revenue and expenses during the reporting period. Significant estimates 

in the consolidated financial statements relate ro inventory reserve, posrretirement 

benefit obligations, asset retirement obligation liabilities, fixed-asset depreciable lives, 

and litigation and contingencies. Actual resul ts could differ from chose estimates. 

Accumulated Other Comprehensive Income: Accumulated ocher 

comprehensive income is comprised solely of a posrrerirement health insurance 

obligation. See add itional information in Nore 11. The components for the 

years ended D ecember 3 1, 20 16 and 2015 , are as fo llows: 

2016 2015 

Balance-beginning of year . ..... s 2,415 s 2,719 

Recognirion in expense: 

Amorrizarion of prior service cost. (102) (102) 

Amortization of unrecognized actuarial gain (131) (158) 

Actuarial assumption changes . 107 (44) 

Net ocher comprehensive loss . . ·········· (126) (304) 

Balance-----end of year. ..... $ 2,289 $ 2,415 

Concentration of Risk: Approximately 44% of the labor force for the Cooperative 

is under a collective bargaining agreement that expires January 31 , 2019. 

Subsequent Events: T he Cooperative considered events for recognition or 

disclosure in the consolidated financial statements that occurred subsequent to 

December 31, 201 6, through March 28, 2017, the dare the consolidated financial 

statements were avai lable robe issued. All material subsequent events have been 

disclosed in these consolidated financial statements. 
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Recently Issued Accounting 
Standards Updates 

Adopted: In July 2015, the FASB issued ASU 20 15- 11 , Inventory (Topic 330). 
This gu idance requires entities to measure most invento ry "at the lower of cost 

and net realizable val ue," thereby simpli fying the current guidance under which 

an entity must measure invento1y at the lower of cost or marker. This guidance 

was adopted by the Cooperative in 20 16 and had no material impact on the 

consolidated financial statements. 

Issued: In May 201 4, the Financial Accounting Standards Board (FASB) issued 

Accounting Standards Update (ASU) No. 20 14-09, Revenue from Contracts with 
Customers (Topic 606). The core principle of the guidance is that an enti ty should 

recognize revenue to depict the transfer of promised goods or services to customers 

in an amount rhar reflects the consideration ro which the enti ty expects robe 

enti tled in exchange for rl10se goods or services. In August 2015, che FASB issued 

ASU 2015-1, Revenue from Contracts with Customers (Topic 606): Deferral of the 
Effective Date, which defers the effective dare of ASU 20 14-09 by one year for all 

entities and permits early adoption on a limited bas is. ASU 201 4-09 is effective for 

the Cooperative in 2019. Management is in the process of evaluating the guidance 

and has not yet determined if the adoption of this guidance will have a material 

impact on the Cooperative's consolidated financial statements. 

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The 

guidance will require organizations char lease assets ro recognize on the balance 

sheet the assets and liabilities for the rights and obligations created by those leases. 

T he Cooperative is still in the process of evaluating the impact this guidance will 

have on the consol idated financial statements. This guidance is effective fo r the 

Cooperative in 2020. 

Income Taxes 
The Internal Revenue Service has determined char Dairyland is exempt from 

federal income taxes under Section 50 l (c)( 12) of the lnternal Revenue Code. 

Accord ingly, the Cooperarive's utili ty operations are generally exempt from 

federal and state income taxes and no provision fo r such taxes is recorded in rhe 

consolidated fin ancial statements. 

Available-for-Sale Investments 
Investments in the nuclea r decommissioning trust (N OT) and under debt 

agreements are classified as available-fo r-sale, recorded at fa ir value, and include 

rhe foll owing as of D ecember 3 1, 20 16 and 2015: 

2016 

Cash and cash equivalents . 

U.S. government secu rities. 

Corporate bonds . 

Foreign obligations 

2015 

Cash and cash equivalents . 

U.S. government securities. 

Corporate bonds 

Foreign obligations ....... . ... . . . , . , , . , .. , .. 

Fair Value 
Debt 

NOT Agreements 

$ 3,427 S 3,783 

19,016 

49,759 

2,141 

$ 74,343 $ 3,783 

Fair Value 
Debt 

NOT Agreements 

S 3,440 $ 3.779 

61,314 

26,342 

3,580 

$ 94,676 3,779 

Total 
$ 7,2 10 

19,016 

49,759 

2,141 

$ 78,126 

Total 

s 7,2 19 

61,314 

26,342 

3.580 

$ 98,455 

Investments under debt agreements represent amounts a rising from the sa le of 

asse ts rhar are encumbered by mortgages and restricted by the RUS for use on 

furure generation and transmission construction projects. 

The co ntracrual maturiti es of marketable debt securities, which include U.S. 

government securiti es, fo reign obligations and corporate bonds, as of 

December 3 1, 20 16, are as follows: 

Fair Value Cost 

Due with in I year .. $ 3.989 $ 5.236 

Due after I year through 5 years . 33.278 33.464 

Due after 5 years through IO yc:H\ .. 15.576 15.978 

Due afrcr IO yeJrs . 18.073 18.633 

$ 70,91(, $ Tl,311 

In fo rmation regarding the sale of avail ab le-for-sale marketable securities, including 

nuclear decommissioning trusts, fo r the years ended December 3 1, 2016 and 

2015, is as fo ll ows: 

Proceeds from sale of sccuriries 

Reali1c<l (iosscs)/gains . 

201 6 

......... $ 543,732 

(2.1 ~a) 

2015 

$171,873 

1,658 

For rhe purposes of determining realized gai ns and losses, the cost of securiti es 

so ld is based upon specific identificat ion. 

Securiti es in the portfo lio are reviewed to determine whether they have been 

other-than-temporarily impai red. The Cooperative has recorded impairment 

write-downs of its investments of $ 1, 189 and $3 ,018 in 2016 and 2015, 

respectively, as the Cooperative cannot represent chat it has the intent and abili ty 

co hold securiti es until they recover in val ue, since chat decision is outside of its 

so le control. In acco rdance with restrictions enacted by the N uclear Regulatory 

Commiss io n, the Cooperative does nor control the day-co-day management of 

nuclear deco mmiss ioning trust fund investments. The nuclear deco mmiss ioning 

trust of the Cooperative is managed by independent inves tment managers with 

d iscretion to buy, sell and invest to achieve rhe broad investment objectives sec 

forth by the C ooperati ve. 

Investment income included in nonoperating margin o n che consolidated 

srarements of revenues, expenses and comprehensive income is nee of investment 

fees of approximately $298 and $4 16 fo r the years ended December 3 1, 2016 

and 20 15, respect ively. 

Lines of Credit 
To provide interim fi nanci ng capabil ities, the Cooperative has arranged committed 

lines of cred it with availabili ty aggregating approximately $350,000. On 

November 30, 2015, a syndicated credit facili ty was executed with Co Bank acting 

as lead arranger. This faci li ty has a fi ve-year term and provides funds both for 

shore-term working capital requirements and fo r capical projects until permanent 

finan cing can be obtai ned. Some capital projects will last longer than one year, 

bm the intent is ro pay down the line of credit as permanent funding is received. 

Compensating balance requirements and fees relating to the lines of credit were nor 

significant in 201 6 and 2015. Info rmation regarding li ne of a·edir balances and 

activity for the years ended December 3 1, 20 16 and 20 15, is as follows: 

Interest rate at year-end. 

Total committed availability at year-end 

Tora! borrowings outstanding at year-end . 

Average borrowings outstanding during year .. 

2016 2015 

1.76% 1.42% 

.. $ 350,000 $ 350,000 

. $ l 08,000 $ 196,000 

. ......... _$_1_78~.3 ... 0_8 __ $_ 1_2""6,"'"o.;;,;oo;. 
------



The Cooperative also allows member cooperati ves to prepay their power bills 
and pays interest on these prepayments based on current short-tern, borrowi ng 
rares . Advances from member cooperatives totaled $ 13,274 and $ 10,758 
at December 3 1, 2016 and 2015 , respectively. In te rest expense on member 

cooperative advances was $ 111 and $ 103 at December 3 1, 2016 and 2015, 
respectively. These amounts have been included in interest expense in the 
consolidated statements of revenues, expenses, and comprehensive income. 

• Long-Term Obligations 
Long-term obligations as of December 31, 20 16 and 201 5, consist of the 

fo llowing: 

Federal Financing Bank obligarions-1 .93% ro 4.46%. 

Federal Financing Bank obligarions--4 .52% ro 6.80%. 

Tor.ii Federal Financing Bank . 

RUS obligarion,-4.125% and granr funds 

CoBank noce,-2.6%. 2.9%. 4.3%, 6.2%, and 7.4% 

Private bonds placement obligarions-3.42%. 

Long-term debr . ..................... . . . .. . 

Less current marnrirics. 

Total long-term obligations . 

2016 

.. .. . $ 380,833 

.315,128 

695.961 

4,839 

35.801 

87.500 

824,101 

(5 1.140) 

. . . S 772.961 

2015 

$ 334.386 

347.324 

681.710 

5.237 

46,113 

90.833 

823.893 

(48,036) 

$ 775.857 

Quarterly principal and interest payments on the long-term obl igations to rhe 

Federal Financing Bank (FFB) extend through 2048. Long-term obligations to 

FFB are net of deposits in the RUS debt prepayment program of $21 4,58 1 and 

$ 154,7 14 as of December 3 1, 2016 and 2015 , respectively. These deposits earn 
5% interest and are available so lely for future principal and interest payments. 

Long-term ob ligatio ns to the RUS are payable in equal month ly principal and 
interest installments through 2024. Payments on the CoBank 2.6%, 2.9%, 

4.3%, 6.2%, and 7.4% notes are due month ly o r quarterly through 2023. The 
private bond placement is an amortizing 30-year term loan at an interest rare 

of 3.42%. Quarterly principal and interest payments on th is obligarion extend 

through 2043. 

The Cooperative executed, filed and reco rded an indenture of mortgage, 

securi ty agreement and financing statement, dated as of September 13, 201 1 

(the " Indenture"), between the Cooperative, as granror and U.S. Bank National 

Association , as trustee. The perfected lien of rhe Indenture on substantial ly all 

of rhe Cooperative's assets secured equally and ratably all of the Cooperative's 

long-te rm debt with the exception of unsecured notes to CoBank (balances 

of $2 1,989 and $28,243 at December 3 1, 2016 and 2015, respectively). The 

Cooperative is required to maintain and has maintained certain fin ancial ratios 

related to earn ings in accordance with the covenants of its loan agreements as of 

December 31, 2016. 

Scheduled maturities of the Cooperative's long-term obligations as of 

December 3 1, 2016, were as fo llows: 

Years Ending December 31 

2017 . 

2018 

2019 . 

2020 

2021 

Thereafter ... .. . . .. ..... . . . . . . . . . . 

Total .................. . .. . .... . .. . . . 

51,140 

46.558 

46.013 

46.181 

45.525 

588.684 

$824,101 
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Leases 
Operating Leases: The Cooperative has entered into lease agreements under 

which ir is the lessee on an operating lease for a Caterpillar coal dozer, six 
rail cars and Aeet vehicles. These transactions are covered in the master lease 
agreement and have lease terms ranging from four to 15 years. Ar the end of rhe 

leases, rhe Cooperative can either purchase the eq uipment at fa ir market value, 
continue to lease the assets, or return the equipment to the lessor. Rene expense 

was $590 and $628 in 20 16 and 2015, respect ively. The schedule of future 

minimum lease payments as of December 31, 20 16, is as fo llows: 

Year~ Ending December 31 

2017 . 

2018 . 

2019 . 

2020 

2021 

Thereafter 

Tomi. 

. . . . . . . . . . . . . . . 

$ 443 

378 

.30 1 

136 

39 

72 

$ 1.369 

Capital Leases: The Cooperative has entered inco several capital lease 

agreemencs·for work equipment and com purer equipment. The transactions 

are covered in the masrer lease agreement with lease terms of four, five or nine 

years. Ar the end of the lease, the Cooperative can purchase the equipment for a 

bargain purchase price. T he gross amount of the leases was $4, 137 and $2,804 

as of December 3 1, 2016 and 20 15, respecti ve ly. The accumulated amortiza tion 

of rhe capital leases was $2,360 and $ 1,856 as of December 3 1, 20 16 and 20 15, 

respecti vely. The principal and interest payments were $ 1,99 1 and $ 1,335 in 

20 16 and 201 5, respectively. T he schedule of furure minimum lease payments 

as of December 3 1, 2016, is as fo llows: 

Years Ending December 31 

201- . 

2018 

2019 

2020 . 

2021 

Tht·rcafrer . 

TotaJ minimum lease payments . . 

Amounts representing interest. 

Present value of minimum lease paymenrs . 

Currenr maruriries . 

Long-term capital lease obl igations ..... . .... . . . . . ......... . 

• 
Financial Instruments 

s 1.964 

1.s-5 

1,560 

1,306 

824 

383 

7.912 

(538) 

7S4 

(1.759) 

.. .. .. . ... . s 5,615 

T he fai r value of the Cooperari ve's financial instruments other than marketable 

securiti es and shore-term borrowings, based on the rates for similar securiti es 

and present value models using current rares ava ilable as of December 3 1, 2016 
and 20 15, is estimated to be as fo llows: 

2016 2015 
Recorded Fair Recorded Fair 

Value Value Value Value 

Asscrs: 

Otht:r property and investments. s 11.721 s 11,721 s 10,885 $ 10,885 

lnves1menrs in capiraJ term 

certificates ofNRUCFC . 9,176 9,176 9.176 9,176 

Liabilities-long-term obligarions. 824,101 1.149.059 823,893 1.122.868 
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Assets and Liabilities Measured at Fair Value: Accounring principles 

generally accepted in the United States of Am erica es tablish a framewo rk 

fo r measuring fair value by creating a hierarchy fo r observable independenr 

marker inputs and unobservable marker assumptio ns and provides fo r required 

disclosures abo ut fa ir value measurements. Considerable judgmenr may be 

required in inrerprering market data used ro develop the estimates of fa ir value. 

Accordingly, the estimates presenred here in are nor necessarily indicati ve of the 

amoun rs that could be reali zed in a current marker exchange. 

A description o f the inputs used in the valuation of assets and liabilities are as 

fo llows: 

Level I inputs utilize observable marker data in acti ve markets fo r identical assets or 

liabilities. Level 2 inputs consist of observable market data, orher rhan that included 

in Level I , chat are eirher directly or indirectly observable. Level 3 inputs consist of 

unobservable market data, which are typical ly based on an enti ty's own assumptions 

of what a marker participant would use in pricing an asset or liabili ty as there is 

little, if any, related marker activity. In instances where rhe determination of the 

fair value measurement is based on inputs from different levels of the fair value 

hierarchy, the level in rhe fair value hierarchy wirhin which rhe entire fair value 

measurement fall s is based on the lowest-level input that is significant to the fair 

value measuremenr in its entirety. T he Cooperarive's assessment of tl1e significance 

of a particular input to rhe fair value measurement in its entirety requires judgment 

and considers factors specific to the asset or liabili ty. 

The following cable summarizes the Cooperari ve's assets and liabilities measured 

at fair value on a recurring basis as of December 31, 2016 and 201 5, aggregated 

by rhe level in the fair value hierarchy within which those measurements fall: 

2016 

A,;se ts- invt:stmenrs: 

Nuclear decommissioning funds. 

Investments under debt agreements 

- marketable securities. 

Other property and investments . 

Investments in capital term cerrificares of 

Nationa1 Rural Utilities Finance Corporation. 

Investment for deferred compensation . 

2015 

Assecs-invesrmcnts: 

Nuclear decommissioning funds. 

Investments under debt agreements 

-marketable securities. 

Ocher property and investments. 

Investments in capital te rm cercificares of 

National Rural Utilities Finance Corporation . 

Investment for def'erred compensation . 

Fair VaJue Measurements Using 

Quov:d !'rites Significa.111 
inAniveM.irk.:t~ Other 

for kknti<.-;1] Oh..ervablc 
Ass<.:tsanJ liabiliti(·s Inputs 

Fair Value (Level l) (Level 2) 

$ 74,343 $ 74,34.1 $ 

3,783 3.783 

11 ,72 1 1.373 

9,176 

1,679 1,679 

$ I 00,702 $ 75,7 16 $ 5,462 

Si!,:nifi.:,uu 

Un~h-ervablt'. 
Input~ 

(Level 3) 

$ 

10,348 

9,176 

$ 19,524 

Fair Value Measurements Using 

Qu0tc<l Pric(~ .)ignificmc 

in Active Markets Otha ~ignificant 

forlJcntical ()hM'.rvab!t- Unobscrvahk· 
As$cganJ !.iahili1ics lnpw~ lnpui~ 

Fair Value (Level l) (Level 2) (Level 3) 

$ 94,676 $ 94,676 $ $ 

3,779 3,779 

10,885 1,1 45 9,740 

9,176 9,176 

1,5 12 1,512 

$ 120,028 $ 95,821 $ 5,291 $ 18,916 

There were no significant transfers berween Levels I, 2 and 3 in 201 6. T he changes 
in Level 3 recurring fair value measurements using significant unobservable inputs 

fo r rhe years ended December 31, 201 6 and 201 5, are as follows: 

2016 2015 

Ocher property and investments: 

Balance-beginn ing of year . . . . $ 9,740 $ 9,040 

New investment and loans made . 2,850 675 

Loan repayments received and current matur ities. (259) (210) 

Patronage capital allocations . 267 235 

Refunds of deposits. · ····· · · · · ··· ·· ··· · · · (2,250) 

Balance---end of year . ···· · ······ · · · ·· · · · · · ··· . .. $ 10,348 $ 9,740 

T he valuation o f these assets invo lved management's judgment after 

co nsideration of marker factors and the absence of marker transparency, marker 

liquidi ty and observable inputs. 

• Retirement of Capital Credits 
T he Cooperative's Board of Direcrors has adopted a policy of retiring capital 

credits allocated to members o n a first-in , first-our basis. As part of an equi ty 

development strategy adop ted in 2003, patro nage capital retired will be Ii mired 

to no greater than 2% of the total ass igned patronage capital balance as of 

December 31 of the prior year. T his policy is subject to annual review and 

approval by the Board of Di recto rs and the RUS, and no cash retirements are 

to be made which would impair the finan cial condition of the Cooperati ve or 

violate any terms of irs agreements. Since 2003, rhe amounr of nonoperating 

margins ass igned to members each yea r is at the discretion of the Board of 

Direcrors. Any unass igned nonoperaring margins will become unallocated 

reserves and part of permanenr equi ty. Patronage capital amounrs fo r the yea rs 

ended December 3 1, 2016 and 201 5, are as follows: 

Balance-December 31, 2014. 

Retirement of capital credits 

C urrent year margins . 

Balance-December 31, 2015. 

Retirement of capital credits .... ..... . ... . .... . . ... . 

Current year margins . 

Balance-December 31, 2016. 

Assigned 

$ 182,823 

(3,657) 

16.359 

195,525 

(3,910) 

13.869 

$ 205.484 

Unassigned 

$ 48,373 

10.367 

58,740 

9,277 

$ 68,017 

Commitments & Contingencies 

Total 

$ 231,196 

(3,657) 

26,726 

254,265 

(3,9 10) 

23, 146 

$ 273,501 

T he Cooperative is a parry to a number of generation , transmission and 

distribution agreements, under which costs and/or revenues are recognized 

currently based upon rhe Cooperative's interpretations of rhe provisions of the 

related agreements. Differences between tl1e estimates used in rhe consolidated 

financial statements and the final serclemenrs are recorded in the year of settlement. 

T he Cooperati ve has entered in to va rious coal purchase contracts with one-

ro four-year terms. T he estimated commitments under these contracts as of 

December 31, 201 6, were $9 1,5 19 in 201 7, $79,401 in 201 8, $62,464 in 

2019, and $6 1,197 in 2020. 

A consent decree (CD) berween rhe Cooperative, the EPA, and the Sierra C lub 

entered by the U.S. Dist ri ct Court in 201 2 was modi fied in 201 4. T he C D 

requires the Cooperati ve ro spend $5 ,000 o n environmental mi tigation projects 

withi n li ve yea rs of EPA's April 20 13 approval of rhe projects and incl udes 

parti cipatio n in major solar projects. T he Cooperat ive reflected the obligation 

of chis requirement in defe rred credits . During 20 15, the remaining $3,644 
obligation fo r enviro nmenral mi tigatio n projects was reduced by $1,434 spent 

on approved solar and other projects. During 201 6, the remaining $2,21 0 
obligatio n fo r environmenra1 mi tigation projects was reduced by $1,44 1 spent 

o n approved solar and other projects. T he estimated $769 cost fo r 2017 solar 

and other projects parti cipation is included in accrued expenses. 



T he Cooperati ve has been named as a defendant in va rious lawsuits and claims 

arising in the no rmal course of business. Al though the o utcome of these man ers 

cannot be determined at the present time, management and legal counsel 

believe these actio ns can be successfull y defended o r resolved without a material 

effect o n the consolidated fin ancial pos it ion, results of o perations o r cash Aows 

of the Cooperati ve. 

Employee Benefits 
Multiemployer Defined-Benefit Pension Plan : Pension benefits fo r 

substantially all employees are provided through participation in the National Rural 

Electric Cooperative Association (NRECA) Retirement Securi ty Plan (" RS Plan") . 

This is a defined benefit pension plan qualified under Section 401 and tax-exempt 

under Section 501 (a) of the Internal Revenue Code. Pension benefits are funded in 

accordance with the provisions of the RS Plan and are based on salaries, as defined, 

of each participan t. The Employee Retirement Income Securi ty Act of 1974, as 

an1ended by the Multiemployer Pension Plan Amendment Act of 1980, imposes 

certain liabilities on employers who are contributors to mul tiemployer plans in 

the event of a plan termination or an employer's withdrawal. T hese plans have not 

been terminated, nor has the Cooperative undertaken any plans to withdraw from 

participation. Since the RS Plan is a multiemployer plan fo r accounting purposes, 

all plan assets are available to pay benefi ts of any plan participan t. Separate asset 

accounts are not maintained fo r participating employers. T his means that assets 

contributed by one employer may be used to provide benefits to employees of ocher 

participating employers. The Cooperative may be contingently li able for its share of 

the RS Plans' unfimded vested liabilities. 

The Cooperative's cont ribu tio ns to the RS Plan in 201 6 and 201 5 represented 

less than 5% of the to tal contributions made to the plan by all parti cipating 

employe rs. In 2013 , the Cooperati ve made a voluntary prepayment of $26,899 
to this plan to reduce fucure contri bution amounts. Expense fo r this pensio n 

plan was $ 11 ,071 in 201 6 and $ I 0,402 in 201 5. The 201 6 expense incl udes 

contribu tio ns to the plan of $8,38 1 and $2,690 of prepayment am ortization. 

The 201 5 expense includes contribu tio ns to the plan of $7,712 and $2,690 of 

prepayment amorti zatio n. There have been no significant changes that affect the 

comparabili ty of 2016 and 201 5 contributio ns. 

In the RS Plan, a "zone status" determination is na e required , and therefore not 

determined, under the Pensio n Protectio n Act (PPA) of 2006. In addition, the 

accumulated benefit obligations and plan assets are not determined or allocated 

separately by individual employers. In total , the RS Plan was over 80% funded 

on both January I , 201 6 and 201 5, based on the PPA funding target and PPA 

accuarial val ue of assets on chose dates. 

Because the provisions of the PPA do not apply to che RS Plan , funding 

improvement plans and surcharges are not applicable. Fucure comribution 

requi rements are determined each year as part of the accuarial val uation of che plan 

and may change as a result of plan experi ence. 

Postretirement Health Insurance Obligation: Certai n employees of the 

Cooperati ve retiring ac or after age 55 are el igible to participate in a posuecirement 

health care plan th rough age 65 . Eligible dependents of the retired Cooperative 

employees are also eligible to participate in chis plan m ro ugh age 65. Retirees pay 

I 00% of me premium an1ount fo r this coverage. T he premium is based upon 

cl1e combined medical clai ms experiences of all active employees and retirees. If 

premiums were determined based upon the medical clai ms experience of retirees 

only, me resulting premium for retirees would be higher. T he di ffe rence between 

me premium paid by retirees and me potential actual premium amount is me basis 

for the postretirement benefit obligation. The Cooperative uses a December 3 1 
measurement date for its plan. The posrrerirement health care plan is unfimded . 
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The accumulated poscretirement benefit obligation (APBO) and the amounts 

recognized in me consolidated financial statements as of and for the years ended 

December 31, 201 6 and 201 5, are as follows: 

Amount recognized in rhe consolidated balance sheets: 

Total accrued qualified and nonqualifi1.:d benefit obligation . .$ 

Less current portion included in accrued expcnses---orher. 

Long-rerm portion. .. s 
Change in benefit obligation: 

APBO-beginning of year . . . . . . . . . . . . . .... s 
Service cost . 

Interest cost .. . ... . ....... 
Actuarial loss . .. 

Panicipanr concriburions ... .. . . .. . . . . 

Benefits paid. 

A PBO-end of year . ... . .. . .. s 
Funded srarus of plan-December 31 . .$ 

Accrued postretlremenr health insurance obligations recorded at ycar~cnd. ... $ 

Change in plan assets: 

Fair value of plan assets-beginning of year . $ 

Employer conrribution . 

Benefits paid . 

Fair value of plan :1.Ssers-<:nd of year . s 

Change in accumulated other comprehensive income: 

Ncr income ar prior measu remenr dare. . $ 

Actuarial assumpcion changes . 

Recognirion in expense: 

Amortization of prior scrvicc cost . 

Amortization of unrecognized actuarial gain . 

Accumulated o ther comp rehensive income . ... ... . s 

Components of ncr periodic posrrerirernent bcnefir cost: 

Service cosr-benefirs anribmed to service <luring rhe year . 

lnreresr cost on accrued posrreciremenr health insurance obligation. 

Amortization of prior service cost. 

Amorti1.,arion of unrecognized acwarial gain. 

Net periodic postretiremenr benefit expense .. 

2016 201 5 

4,956 $ 4.744 

(287) (262) 

4,669 $ 4,482 

4.744 $ 4,330 

248 2 I 5 

174 146 

(107) 44 

381 430 

(484) (421) 

4,956 $ 4,744 

(4,956) $ (4,744) 

4,956 s 4,744 

s 
(484) (421) 

484 421 

s 

2,4 I 5 $ 2,719 

107 (44) 

( 102) ( 102) 

(131) s (I 58) 

2,289 s 2,4 I 5 

248 s 2 I 5 

,-4 146 

(102) (102) 

(I 31) ( 158) 

189 JOI 

Employer cash contributions expected to be made to rhe plan during the fi scal 

yea r ending December 31, 201 7, is $288. The amount of accumulated ocher 

comprehensive income expected to be recognized during che fiscal yea r ending 

December 3 1, 201 7, is an actuarial gain of $ 127 and amortizatio n o f prior 

service cosr of $102. 

For measuremem purposes, a 3.64% and 3.77% discount rate was assumed for 201 6 
and 2015, respectively, to determine net periodic benefir cost. The 2016 and 2015 
annual healm care cost increase assumed is 6.90% and 7.00%, respectively, decreasing 

gradually to 4.94% fo r 2040 and mereafter. A one percentage poim increase in the 

assumed healm care cost trend rares would increase me total of service and interest 

cost components by $67 and the end-of-year APBO by $499. A one percentage poim 

decrease in me asswned health care cost trend rates would decrease che total of service 

and interest cost compo nents by $55 and me end-of-year APBO by $43 1. 

Estimated fu tu re benefit payments from the plan as of December 3 1, 2016, are 

as fo ll ows: 

Years Ending December .31 

2017 . . ................ . 

2018 

2019 . 

2020 

2021 

2022-2026. 

$ 288 

319 

360 

374 

355 

1,738 
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Defined-Contribution Plan: Dairyland has a qualified tax-deferred savings 

plan for eligible employees. Eligib le participants may make pretax contributions, 

as defined, with the Cooperative matching up to 2.5% of the participants' 

an nual compensation. Contributions to chis plan by the Cooperat ive were 

$ 1,098 and $ 1,043 for 20 16 and 20 15, respectively. 

Accrued Sick Leave Benefit: Certain employees are eligible to rece ive 

amounts at the time of retirement related to a discontinued sick leave policy. 

Eligib le employees will be paid for a fixed number or sick leave hours at the 

wage rate in effect at retirement. The total liability was $956 and $1,091 as of 

December 3 1, 2016 and 2015, respectively. The cost for this sick leave benefit 

was $30 in 20 16 and $23 in 2015. 

Other Plans: The Cooperative offers key employees deferred compensation 

plans available through NRECA. The plans permit qualifying employees to 

defer a portio n of their salary unti l future years . T he accu mulated deferred 

compensation balance is nor ava ilab le to employees until termination, 

retirement or death . 

All amounts of compensation deferred under the plans and all income 

attribu table to chose amounts (until paid or made ava ilable to the employee 

or other beneficiary) are solely the property and rights of the Cooperative (nor 

rescricted to the payment ofbenefirs under the plan) , subject only to the claim 

of general creditors. Participants' rights under rhe plans are equal to those of 

general creditors of the Cooperative in an am ount equal to rhe fair marker value 

of the defe rred account for each participant. The related assets and liabil iri es, 

totali ng $ 1,678 and $ 1,5 12 as of December 3 1, 20 16 and 20 15, respecti vely, 

are reported at contract value, which approx imates fai r value . 

The Cooperat ive also provides employees with medical insurance coverage, 

vision and dental insurance coverage, short-term and long-term disability, and 

life insurance, wh ich are funded by employer and employee contributions. T he 

Cooperative's costs related to these benefits were $9,077 and $8,238 for 20 16 

and 20 15, respectively. The liability for these plans of $848 and $738 as of 

December 3 1, 2016 and 2015, respectively, are recorded in accrued expenses. 

Related-Party Transactions 
T he Cooperat ive provides electr ic and other se rvices to its class A members. 

The Cooperat ive received revenue of $351,49 1 and $344,290 in 2016 and 

2015, respectively, for rhese services. The Cooperati ve has accounts receivable 

from its class A members of $34,420 and $32,338 as of December 3 1, 2016 

and 20 I 5, respecti vely. 

The Cooperat ive has advances from class A members of $ 13,274 and$ I 0,758 

as of December 3 1, 2016 and 2015, respectively, related to the prepayment 

program. C lass A members have rhe optio n of paying rheir electric bill in 

advance, and in rum, rhe Cooperati ve pays the members' interest income. The 

Cooperarive's interest expense related to rhe prepayment program was $ I I I and 

$ I 03 as of December 3 1, 2016 and 2015, respective ly. 

T he Cooperat ive has interest-bea ri ng loan receivables from class A members 

of $246 and $463 as of December 3 1, 2016 and 20 15, respectively. These 

loan receivables, which are recorded as part of other assets, are related to 

the econom ic development program, where in class A members can borrow 

funds from rhe Cooperati ve, wh ich che members, in rum , loan to economic 

development projects in their service territories. These loans are typicall y repaid 

to che Cooperati ve over IO yea rs. The Cooperative recorded interest income 

related to che economic development program of $ 16 and $2 1 as of December 

3 1, 2016 and 2015, respectively. 

Long-Term Power Agreements 
During 20 15, the Cooperative and GRE reached settlement terms amending 

a power agreement which shared costs and benefits of the Cooperative owned 

345-megawatt coal-fired generating unit ("Genoa Station #3") located in Genoa, 

Wisconsin. The settlement terms allowed GRE to end ics purchase of power and 

energy under che agreement as of June l , 201 5, upon prepayment by G RE of 

$83,543 for certai n ob li gations under the agreement. GRE is no longer entitled 

to any output from the unit. G RE wi ll remain responsible for its share of eventual 

decommissioning coses and of any liability for disposal of coal combustion 

byproducts. The cransacrion received required approval from RUS during 2015 . 

T he prepayment by GRE was recorded in deferred credits and is being recognized 

into operating revenues on a straight-line basis through 2029, the approximate rime 

fran,e over which the prepayment amounts would have been billed. The amounts 

recognized as revenue were $5,729 and $3,342 during 2016 and 20 15, respectively. 

Energy charges to GRE under the o riginal agreement were $ 17,4 11 during 20 15. 

Advances from GRE for required deposits under the original agreement were 

refunded as part of the settlement terms. 

Asset Retirement Obligations 
An asset retirement obl igation (ARO) is the result of legal or contractual obl igations 

associated with the retirement of a tangible long-lived asset that resul cs from the 

acquisition, construction, or development and/or the normal operation of a long

lived asset. The Cooperative determines these obliga tions based on an estimated 

asset retirement cost adjusted for inAarion and projected to the esrimaced settlement 

dares and discounted using a credit-adjusted risk-free interest rare. Upon initial 

recogn ition of a liabili ty for ARO, the Cooperative capital izes the asset retirement 

cosc by increasing the carrying amount of the related long-lived asset by the same 

amount as the liability. The Cooperative allocates thac asset retirement cost to expense 

using the straight-line metl10d over tl,e remaining useful life of the related long- lived 

asset. The accretion of the ob ligation is recognized over rime up to the settlement 

dare. Any furure change in estimate wi ll be recognized as an increase or a decrease in 

the carryi ng an1ounr of the liability for an ARO and the related asset retirement cost 

capital ized as part of the carrying am ount of tl,e related long-lived asset. 

T he Cooperative determ ined that it has AROs related to future removal and disposal 

of asbestos at its power plants. There are no assets legal ly restricted for purpose of 

settling the ARO related ro future removal and disposal of asbestos. Th is ARO is 

recorded in other noncurrent liabi lities in the consolidated balance sheers. 

The Cooperative has establ ished a decommissioning trust to accumulate the estimated 

amounts necessary ro decommission a nuclear power plant that the Cooperative 

fo rmerly operated and the related Independent Spent Fuel Storage Instal lation (ISFSI) . 

The assets of mis trust in the amount of$74,343 and $94,676 as of December 3 1, 

20 16 and 20 15, respectively, are outside the Cooperacive's administrative control and 

are available solely to sacisfy tl,e future cosrs of decommissioning. 

N uclear decommiss ioning and ocher asset retirement obligations as of 

December 3 1, 2016 and 20 15, are as fo ll ows: 

Nuclear Other 

B,1lancc.--Dcccmber 31. 201 q. S 87.936 $ 4.370 

At:nccion in ARO. ...................... ... .. 16 

Increase (decrease) in esrimatt.'d obligarion . ...... . . . . 3.- 69 C30 

ln<:urred cosrs on projects. (3,591) 

Bal.1nce-December 31. 2015. 88,114 9,116 

Accrerion in ARO. 31 

Increase (decrease) in estimated obligation . (2,444) 

Incurred costs on projects. (11,327) (2,112) 

Balance-December 31, 2016 .. S "4,343 $ ".037 

Total 

S 92,306 

16 

8.499 

(3,591) 

97.230 

33 

(2.444) 

(13.439) 

S 81,380 



The Cooperati ve did nor record a conditional ARO related to the dismantlement 

of the dam and drainage reservoir for the hydro generation plant at Flambeau, the 

restoration of land to preexisting condi tio n at Genoa Station #3 sire related to the land 

righ ts permit, and the removal of transmiss ion lines in various corridors, because the 

Cooperative does nor have sufficient in fo rmation to estimate the fair value of the ARO. 

Nuclear Reactor 
License: The La C rosse Boiling Water N uclear Reactor (LAC BWR) was voluntarily 

removed from service by the Cooperative effective April 30, 1987. The intent was to 

terminate operation of the reactor, and a possession-only license was obtained fro m the 

Nuclear Regulatory Comm ission (NRC) in August 1987. LAC BWR will remain in 

safe storage status (SAFSTOR) unti l the final stage of decommissioning of LAC BWR, 

involving dismantlement and decontamination , can be completed. In May 201 6, 

the N RC approved transfer of the license to La CrosseSolutions LLC (Solutions) , a 

subsidiary of EnergySolucions LLC. Solutions will temporarily hold the license and 

assumes responsibili ty for the decommissioning of the sire, as described below. T he 

license will revert back to the Cooperative fo llowing completion of decommission ing 

activities. While Solutions undertakes decomm issioning, the Cooperative retains a 

license fo r its continued ownership of the spent fuel. 

Nuclear Waste Policy Act of 1982 (NWPA): Under the NWPA, the Uni ted Scares 

government is responsible for the storage and disposal of spent nuclear fuel removed 

from nuclear reactors. By statute and under contract, the Uni ted Stares government 

was to have begun accepting spent fuel in January 1998, bur has not yet licensed and 

established a repository. The Cooperative fil ed an ini tial breach of contract dam ages 

claim against the Un ired Scares government in the U nited States Court of Federal 

C laims to recover its costs generally incurred afrer 1998 ch rough 2006 related to spent 

fuel remai ning at LACBWR. In January 201 3, the Cooperative received a daniages 

award payment of $37,659 from the government for chis claim. The Cooperati ve 

filed a second contract damages claim in December 20 12 to recover its costs generally 

incurred from 2007 through 20 12. The C ooperati ve and the government agreed to 

settle the second claim in O ctober 201 6. Settlement proceeds of $73,500 were received 

from the government in November 201 6 . Subsequent damages clai ms will be fil ed to 

recover the continuing costs arising fro m the presence of the spent fuel. 

For 20 16, at the direction of the Board o f Directors, tlie settlement proceeds of 

$73,500 were recorded as a regulato ry liabi li ty due the C lass A members. The nuclear· 

related regulatory asset of $16,700 arid deferred charges fo r nuclear related litigation 

and plant costs of$9, 164 were recovered from the regulatory liability as these amoun ts 

had nor been collected in rates yet. T he remaining net amount of $47,636 was 

refunded to C lass A members in February 201 7 and is included in accrued expenses 

in Current Liabi li ties as of December 3 1, 2016. For 201 5, none of rhe second claim 

award damages are reAecred in che consol idated balance sheers or consolidated 

statements of revenues, expenses arid comprehensive income. 
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ISFSI: The Cooperative completed the rempora1y d ry storage facility project located 

on the LAC BWR sire and completed the move of the LAC BWR spent nuclear fuel 

to chis lSFS l fac ili ty in September 20 12. The spent nuclear fuel will remain at the 

ISFS I un til it is able to be trarisferred to the government. Annual ISFSl coses are 

recorded on an as incurred basis and incorporated into the annual budget and rate 

making process. 

Decommissioning : T he Solutions decommissioning plan anticipates completion 

of decomm issioning LACBWR, not including the ISFSI, by the end of 20 19. 

The estimated costs of decommissioning the nuclear generating facili ty are based 

on the Solutions cost study and decommissioning plari fil ed with the RC as part 

of the license transfer. Costs incurred fo r decom miss ioning projects are charged 

against the decommissioning liabili ty. As costs ar·e incurred, Solutions submits 

requests fo r withdrawals to the Cooperative for release of funds from the nuclear 

decommiss ioning trust. 

Other: T he Cooperative's po licy is to provide addi tional funding of the nuclear 

decommiss ioni ng trust, as necessary, ch rough rares and with fu rure earnings, to ensure 

char the trust will be sufficient to cover fi nal decommissioning expenses. T he an nual 

decommissioning expense, SAFST O R and JSFS I costs are recovered from the class 

A members. Earn ings on che nuclear decommiss ioning funds and the equivalent 

provision for nuclear decommissioning coses are recorded as nonoperaring mar·gins, 

since the plant is no longer in se rvice. 

As a cooperative, our members 
are our purpose." 

Keith Stubbendick I Assistant to the CFO/Special Projects 



32 I UNITE D WE SHINE 

CLASS A MEMBERS 
Wisconsin 

I . Barron Electtic Cooperative/Barron 
2. Bayfield Electric Cooperative/ Iron Ri ve r 
3. C hippewa Val ley Electric Cooperative/Cornell 
4. C lark Electric Cooperative/G reenwood 
5. Dunn Energy Cooperative/Menomon ie 
6. Eau Clai re Energy Cooperative/Fall Creek 
7. Jackson Electric Cooperative/Black River Falls 
8. Jump River Electric Cooperative/Ladysm ith 
9. Oakdale Electric Cooperative/Oakdale 

I 0. Pierce Pepin Cooperative Services/Ell sworth 
11. Polk-Burnett Electric Cooperative/Centuria 
12. Price Electric Cooperative/Phillips 
13. Richland Electric Cooperative/Richland Center 
14. Riverland Energy Cooperative/ Arcadia 
15. St. Croix Electric Cooperative/ Hammond 
16. Scenic Rivers Energy Cooperative/Lancaster 
17. Taylor Electric Cooperative/Medford 
18. Vernon Electric Cooperative/Westby 

Iowa/Minnesota 
19. Mi Energy Cooperative/Cresco & Rushford 

(Merger of Hawkeye REC and Tri-County 
Electri c Cooperative on Jan . I , 201 7.) 

Iowa 
20 . Allamakee-Clayton Electric Cooperative/Postville 
2 ]. Heartland Power Cooperative/Thompson 

& St. Ansgar 

Minnesota 
22. Freeborn-Mower Cooperative Services/ Albert Lea 
23. People's Energy Cooperative/Oronoco 

Illinois 
24. Jo-Carroll Energy/Elizabeth 

Generating Stations 

Type Station 

CLASS B MEMBERS 
Adams-Columbia Electric Cooperative/ 

Friendsh ip, W is. 
Central W isconsin Electric Cooperative/Iola, W is. 
Oconto Electric Cooperative/Oconto Falls, W is. 
Rock Energy Cooperative/Janesv ille, Wis. 

CLASS C MEMBERS 
Great River Energy/Maple G rove, Minn . 
Minnkota Power Cooperati ve/Grand Forks, N.D. 

CLASS D MEMBERS 
a. City of Arcadia, Wis. 

b. Vi llage of Argyle, Wis. 
C. Vi llage of Cashton, Wis. 

d. City of Cumberland, W is. 
e. C ity of Elroy, W is. 

f. City of Fennimore, W is. 
a C ity of Forest C ity, Iowa o· 
h. Village of La Farge, W is. 
I. C ity of Lake M ills, Iowa 

J· C ity of Lanesboro, Minn. 

k. McGregor Mun icipal Utilities, Iowa 
I. Vi llage of Merrillan , W is. 

m. C ity of New Lisbon, Wis. 
11 . O sage Municipal Utilities, Iowa 
o. City of St. Charles, M inn. 

p. City of Strawberry Po int, Iowa 

q. Vi llage of Viola, W is. 

CLASS E & SPECIAL SERVICES MEMBERS 
Al liant Energy/Mad ison, Wis. 
City of Independence, Iowa 
City of Rushfo rd , Minn. 

Northwestern W isconsin Electric Co./Frederic, W is. 

Total Nameplate 
Capacity in 

Megawatts (MW) 

Under Contract 

Type 

Continued ... 
NSP-Minnesota/St. Paul, M inn. 
NSP-W isconsin/Eau C laire, Wis. 
Southern M innesota Mun icipal Power Agency/ 

Rochester, Minn. 

DPC SOLAR FACILITIES 
Wisconsin: Arcadia, Centuri a, Conrath, Hallie, 

Hillsboro, Liberty Pole, Medford, Menomonie, 
Mount Hope, Necedah, New Auburn , Phillips, 
Roberts, Viola and Westby 

Minnesota: Oronoco 

Iowa: Strawberry Point 

FACILITIES ON MAP 
Headquarters/La Crosse, W is. 
Adams Wind Farm/Adams, M inn. 

Alma Generating Site/Al ma, Wis. 
Barton Wind Farm/Kensett, Iowa* 

Elk Mound Generating Station/Elk Mound, Wis. 
Flambeau Hydro Station/Ladysmith , W is. 

Genoa Generating Site/Genoa, Wis. 
Sartell H ydro Station/Sartel l, M in n.*** 

Seven M ile Creek Landfi ll Station/Eau C laire, W is. 
Weston 4 Generating Station/Wausau, Wis. 
W innebago Wi nd Power Project/Thompson, fowa 

FACILITIES NOT SHOWN 
Central Disposal Landfill /Lake Mi lls, Iowa** 
T imberline Trail L,ndfi ll /Weyerhaeuse r, W is.** 

*Avangrid Renewables Faci li ty 
**Waste Management, Inc., Faci lities 
***Eagle Creek Renewable Energy, LLC Faci li ty 

Station 

Total Nameplate 
Capacity in 

Megawatts (MW) 

Steam (Coal) John P. Madgett . . . . . . .. . . . . . 387 TOTAL DAIRYLAND CAPACITY ........................... . 994 

Hydro 

Combustion Turbine (Gas/Oil) 

Landfill Gas 

• Dairyland Share of Weston #4 
** 5% Share of 100 MW Wind Farm 

Genoa #3 .. . . . ............. 345 
Weston #4* ........... . . . . . 162 
Flambeau .. ...... . .. . . ...... 22 

Elk Mound 1-2 ............. . 74 

Seven Mile Creek . .. . .. . . . ..... 4 

Diesels Municipals . . ............... 138 

Landfill Gas Timberline Trails .. . . .. . ... .... 5 
Central Disposal ....... ..... . . 5 

Wind McNeilus .... . .... .. . . ...... 17 

Digesters (Biogas) 

Solar 

Hydro 

TOTAL UNDER CONTRACT 

TOTAL CAPACITY IN SERVICE 

Prairie Star** ...... . . ....... . . 5 
Winnebago Wind Farm .... .... 20 
Gundersen-Lutheran .. . ... . .. 5 
Small Wind (<5 MW) ... . . . . . .. 5 
Barton W ind (Feb. 2017) . . . . . . . 80 

Multiple Sites ... . . . .... . ... . . . 3 

DPC Solar Sites (Dec. 2016) .... . I 

Sarrell Hydro ................ . 6 

.... . ..... . ............... .. 290 

............. . ........... . 1,284 



1. Voluntary and Open Membership 

2. Democratic Member Control 

3. Members' Economic Participation 

4. Autonomy and Independence 

5. Education, Training and Information 

6. Cooperation among Cooperatives 

7. Concern for Community 

WESTON 4 

WISCONSIN , 
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