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Board President 0.B. Clark leads the applause:

“The thing that has made Associated and the cooperatives
of this state so successful has been a lot of good people
with rural backgrounds who either knew what it was like
to live without electricity or had close family members
who knew what it was like. So there was an attitude
among these employees that amounted to a crusade: ‘We're
going to have electricity, and nobody is going to do it for
us." When you hired somebody you were not only getting
their education and expertise, you were getting devotion
that you don’t get in the normal course of events. They
just worked tirelessly to make it happen.

“A crusade. A crusade in Missouri and the other states for
the cause of electricity in the countryside, because in the
'30s hardly anybody had it, and in the '40s supplies
weren't available because of the war. Then in the late '40s
and '50s the rural electrification program really went into
high gear, and with all that devotion — and we still have it
today — you hired these guys for 40 hours a week and
they probably spent 55 or 60 hours on the job. It was just
build, build, build, work, work, work. That's why I don’t
think you can say too much about the dedication of the
good people who either knew what it was personally, or
had somebody in their family who knew what it was, to be
without electricity. On top of that, they had to deal with
all those negatives — ‘You guys don’t know how to do it,
you can’t do it.” So we were determined to show people
that not only could we do it, but we’re going to do it
right.”

Clark isn’t the only one who feels that way. Central’s Don
Shaw says of his employees’ rural roots: “The fact that
they were born in an environment that demanded you do
what you had to do to get the job done and provide for
the needs of your family carried over into the co-op fami-
ly. If it was necessary to do extra work or put in extra
hours, that's what you did. We've got a lot of employees
who feel that way and I think that is unique to the cooper-
ative movement.”

“The thing that has made
Associated and the

cooperatives of this state
so successful has been a
lot of good people with
rural backgrounds who
either knew what it was
like to live without
electricity or had close
family members who

knew what it was like.”
0.B. Clark

How did Associated become as strong as it did? Jim
McNabb answers his own rhetorical question: “Only one
explanation. Neil Adams had the vision and the ability to
put this together.” How is this organization different from
what it might have been had Neil stayed? McNabb again
answers his own question: “I can’t picture this organiza-
tion going on in the direction Neil was pushing it — too
far and too fast. That's really why he was asked to leave.
What turned him on was creating this thing and develop-
ing it. I don’t know that Neil would have been happy stay-
ing here and just managing it. But nobody could have
started it without the kind of drive and vision he had.”

Many others feel the same way, including private power’s
Art Doyle, who says: “Neil was a man of great imagination,
a page out of Doug Wright's book in being able to conjure
up grand ideas, and very effective in being able to imple-
ment them. He did an excellent job of nurturing Assoc-
iated in its early days. The record speaks for itself.”

While Adams thinks his differences with Boudreaux and
Green, starting with the dispute over the location of
Thomas Hill Unit 1, were primarily responsible for his
eventual forced resignation, longtime board member Bob
Stagner says there were a number of issues that caused the
board to act. Adams’ good friend, McNabb, thinks that
Adams got too far out in front — “for example, by signing
a letter of intent, never approved by the board and never
exercised, to buy a couple of generating units to carry out
his vision of a power plant in the northwest corner of the
state.” There also were concerns about cost overruns in
the construction of New Madrid Unit 1.

“I went to a board meeting one day in 1971,” Adams
recalls. “The board went into executive session without me
— something that had never happened before — and when
they came back into open meeting, John Buck (then the
board president) walked up to me and said, ‘Neil, I've
never had anything in my life I hated to do more than
this, but I've got to ask for your resignation.’ I said,
‘You've got it. I'm damned tired of fooling around with









that I can’t back up.” Even Ralph Shaw, who felt better
treated by Boudreaux than others, acknowledges that “lis-
tening to his stories, if he had done all those things he
claimed to have done, he would have had to be 102 years
old.”

But many folks who were troubled by Boudreaux’s ego,
including 0.B. Clark, Gerry Diddle and Truman Green,
thought Boudreaux a competent G&T manager. Clark said,
“You always had to keep an eye on Mike because he drove
a big black car and wore expensive suits and was said to
live in a Frank Lloyd Wright house. He was a true promot-
er, and a true promoter isn't always 100 percent objective.
He always wanted something going on — building a power
plant or buying a coal company or introducing jumping
horses to line work. Before we bought the Peabody Coal
properties at Thomas Hill, Mike wanted to buy the whole
company. That was millions and hundreds of millions of
dollars. He'd get you in trouble if you weren’t careful. But
he nevertheless ran a good cooperative.”

Diddle remembers how Boudreaux tried to dominate the
scene. “When I first came to Associated, Mike took me to
dinner and said, ‘Gerry, Associated turned out to be a lot
more than I thought it would be — and to my detriment.’
He reminded me of the battle over the location of Thomas
Hill No. | and said, ‘T want to build the next power plant, I
want it to be a coal gasification plant and I want it to be
built in Northeast's territory.’ I said, ‘Mike, I can never
support you on that, but you can take it up with the board
if you want.”” He did, but could not convince the board
either.

Ralph Shaw, on the other hand, called Boudreaux “a
visionary who saw things most people did not think
about. For him, that 5 percent that was real had genuine
value. For example, way before it was popular to think
about it, he was talking coal gasification, which is why he
wanted to buy the entire Peabody Coal Company, and he
almost pulled it off. He looked way beyond Northeast
G&T”

Kaskaskia Port Dock facilities

Even Ralph Shaw, who
felt better treated by
Boudreaux than others,
acknowledges that
“listening to his stories,
if he had done all those
things he claimed to have
done, he would have had
to be 102 years old.”

And McNabb credits Boudreaux with pushing the Clarence
Cannon Dam to completion and emphasizes how
Boudreaux’s plan for the dock and rail facilities at
Kaskaskia saved millions of dollars for Associated and its
customers.

Truman Green describes Boudreaux as one of a kind.
“He’d tell stories a little hard to believe, but he was com-
petent. Fay was not very tolerant of some of Mike’s tales
and didn’t really trust him, even though they got along.
Mike was a pretty independent cuss. Even when we got
Associated going, he wasn’t too enthused. We all had to
give up something to have Associated. He resented giving
up his little kingdom, but in time he realized how impor-
tant Associated was and how Northeast really could not
have survived on its own.”

Gene Andereck tells a story about Fay Martz that was “the
proudest moment of my whole career.” It involved an inci-
dent in the electrical antitrust case in which the Missouri
cooperatives won the $2.8-million judgment. “Judge Roy
Harper had announced from the bench that he was going
to settle the case for X dollars and would pursue the mat-
ter further with the plaintiffs in his chambers. A GE vice
president was there and all six G&T managers and
Stockard and me. During a break in the courtroom pro-
ceedings, I asked my clients, ‘You heard what the judge
said, what do you want me to tell him?' Fay Martz said,
Tl do the talking.” Now, you must understand first that
Judge Harper was known as a tough judge and somewhat
of a bitter man. He had been appointed by Harry Truman,
but the Republican Congress had refused to confirm him.
He was rejected about three times before finally being
confirmed. In addition, political opponents had gotten the
IRS on his back, all of which had made him bitter and
tough. This is the judge who was inviting us into his
chambers. He took off his robe and was very affable,
expecting us to accept the proposed settlement. Fay stood
up, bowed and said, ‘No deal. We aren’t going to give away
the members’ money that way.” The judge almost had
apoplexy. He was the maddest judge you ever saw. And it



was the proudest moment in my whole career. I was so
proud of these guys ... and by God they stuck with it and
about six weeks later GE increased its settlement offer by
about a million and a half dollars.”

0.B. Clark intended to become a lawyer and was accepted
at three law schools when he graduated from Colorado
College with a degree in banking. Then his boyhood yen
to be a rancher took command. “I always knew I could
make it in the city,” he said, “but figured that if I could
make it on a ranch, that's where I always wanted to be.”
He and the college sweetheart he married started on a lit-
tle ranch in southeast Colorado then looked for a place
with more reliable rainfall. They found it at Barnett, Mo.,
where they bought several farms and converted them to a
grass operation and started running cattle.

He soon was asked to serve on the Co-Mo Electric
Cooperative board. Co-Mo is his distribution cooperative
in Barnett. Its name consists of the first two letters of each
of the four counties in which it serves: “Co” for Cooper
and Cole, “Mo” for Morgan and Moniteau. Co-Mo elected
him to the Central board and Central elected him to the
Associated board. That was in 1974 when he was only 40
years old. In 1981 he became board president, succeeding
Rudie Slaughter from Senath in M&A territory. Rudie, still
growing cotton at age 86 in 1995, always joked that he
had to go through Arkansas to get to board meetings in
Springfield.

Clark can trace his motivation for service on these boards
to childhood. As a city kid from Tulsa he would visit the
small town of Ralston where his grandfather was a coun-
try doctor. Clark looks back, “I remember making house
calls with my grandfather in an old 1937 Ford. We'd go
north and south and east and west out of Ralston and
while the town had a small municipal plant, nobody out in
the country had electricity. The summers would be stifling
and these rural folks didn’t have fans or refrigeration or
anything. It seemed weird to me, but I took it for granted
until I became rural myself. I realized that living in central

0.B. Clark, 1990

“We represent these
distribution systems that
are out there serving the
load at retail. ... The only
way we can keep them
competing is to do a good
job on the generation and

transmission side.”
0.B. Clark

Missouri, even though we're on a state road, if we had had
to wait for the investor-owned utilities to bring power to
us, we probably still would not have it ... just not prof-
itable for them.

“The reason I am so vitally concerned is because we repre-
sent these distribution systems that are out there serving
the load at retail. It's tough for them to compete because
their density is only three or four or five customers to the
mile — very low compared to the I0U and municipal sys-
tems. Their labor costs are essentially the same, the poles
cost the same, the trucks cost the same, everything is the
same and they're being asked to compete at a retail level.
The only way we can keep them competing is to do a
good job on the generation and transmission side. If we
can do a better-than-average job there, we can help them
because it’s very hard for them to help themselves.”

Clark has admiration and sympathy for his predecessors,
especially John Buck, the German farmer from Corning
who was afflicted with palsy but had a bear-trap mind.
“For a layman in this business, John Buck was inordinately
bright. He understood contracts and never forgot anything.
You just didn’t have time to breathe before you were build-
ing something else, and then you had these unique and
strong personalities — the original incorporators — to
deal with. They were experienced utility people and each
one knew his way was best, and every one of them had
just given up a lot of autonomy. He kept the peace.”

Buck died on a cruise ship at age 80 after dancing all
night.

Gerry Diddle thanks Truman Green, REA Administrator
David Hamil and his wife — another case of not necessari-
ly in that order — for his decision to take the job of gener-
al manager at Associated in the spring of 1973.

He was sitting in his Washington, D.C., office, from where
he directed REA’s Western Area, when Truman Green
called on him unannounced. Diddle had known Green



from the days when Diddle served as assistant director of
the Southwest Area, one of REA’s five area offices. That
office handled REA loans in Missouri, and Diddle knew all
the G&T managers and many of the distribution coopera-
tive managers. He also knew that the position of general
manager had been vacant for two years, except for a brief
period with an interim manager who chose to resign after
a few months, and that the board had been trying to run
Associated by committee.

Diddle and Green chatted about old times and mutual
acquaintances, then Green said, “Well, Gerry, we're look-
ing for a new manager.” Diddle said he was well aware of
that. “Have you given any consideration to applying for
that job?”

“Truman, that has never crossed my mind.”

Green asked Diddle to give it the most serious considera-
tion, saying he knew Gerry’s background and thought he
could make a contribution.

That night Diddle really wasn’t giving much thought to it,
but in response to one of those “What happened at the
office today, dear?” questions, told his wife about Green's
visit. “I didn’t give her any indication whether I was inter-
ested or even giving it much thought,” he recalls. “She
said, ‘Show me on a map where Springfield, Missouri, is.’
We had a married daughter in Wichita and a son who had
just been transferred to St. Louis. As soon as she discov-
ered Springfield was halfway between these two places of
special interest to her, she said, ‘Well, you did tell him
you'd take the job, didn’t you?' I said that really I hadn’t
given any thought to it. She said, ‘I recommend you give
that some serious thought.”

As he did think more about it, the idea became more
appealing. But he felt obligated first to check with his
boss, Dave Hamil. While waiting to see Hamil, he chatted
briefly with Hamil’s deputy, Dr. Everett Weitzel, who
exclaimed: “Gerry, if you wanted to leave REA for a job

Gerry Diddle, 1990

“He (Dave Hamil) felt
strongly that the potential
was there for Associated

to become one of the
great wholesale suppliers
of electricity throughout

the whole country.”
Gerry Diddle

with one of the G&Ts, you couldn’t have picked a worse
one than Associated. They really have problems out there.
I'm not even sure that board wants another manager.”
Diddle says he didn’t know how the word had gotten out,
but that it was pretty well known within REA that a cer-
tain element of the board did not want a manager; they
wanted to run it by committee. This was during the period
after the resignation of Neil Adams, leaving Jim McNabb to
run the engineering and operations side of the business
and Ed Jehle the management and financial side. Diddle
was surprised at Weitzel's reaction, but a few minutes later
Hamil's was 180 degrees opposite.

“Regardless of the struggles that Associated might be going
through,” Diddle recalled, “Dave knew very well that pool-
ing of the assets and the diversity within the assets of
these six G&Ts and trying to bring them together in one
statewide organization was a tremendous job. He felt
strongly that the potential was there for Associated to
become one of the great wholesale suppliers of electricity
throughout the whole country.” Hamil said he would hate
to see Diddle leave REA, “but if you're ever going to make
a move, this would be a good one.” That did it. Diddle
made application, and with Hamil’s support, was chosen
manager in the spring of 1973.

The Diddle son and daughter who were close by were
pleased with the move but not so with a second son just
starting high school. Diddle encouraged Brian to get active
in school life, and Brian turned out for football. One
bright and sunny afternoon Diddle decided to visit the
practice field to see how Brian was doing. “I'm sure I was
conspicuous in my business suit, the only person there
dressed so. The coach sauntered over to make sure I
wasn't a scout from one of the other schools. I introduced
myself and he said, ‘Oh, you must be Brian Diddle’s father,
he’s a good one.” ‘Yup.” ‘Where do you work?” Diddle said
he had just joined Associated as general manager. The
coach thought that was interesting because the previous
year’s star was the son of the person who had held the
same job briefly.
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THE 1990S IN PHOTOGRAPHS

Competition became the watchword of the 1990s as it pervaded almost
all American industries. Bankers to bakers found “downsizing” or “restruc-
turing” a means to become more efficient and competitive.

The electric utility industry was no different. News of budget cuts, lay-
offs and mergers dominated industry reports. Even rural electric coopera-
tives, once insulated from such pressures, felt the threat of competition.
Strengthening its competitive position became a priority for Associated.

“Even though our current competitive position is excellent, we must
continue to push ourselves to improve,” explained General Manager Jim
Jura. “We believe there always is room for improvement, and for lower
costs, especially as we shed some of the old ways of doing business and
adopt the new.”

Although Associated is lean — with 676 full-time employees in June
1996 — Jura introduced an efficiency initiative in 1995. Employee empow-
erment is one part of the initiative that will help Associated achieve its
vision: to be the lowest-cost wholesale provider of electricity in the nation.

During the 1990s many circumstances threatened Associated’s competi-
tive position.

« In 1990, Clean Air Act Amendments were enacted, forcing Associated
and other utilities to find ways to drastically cut sulfur-dioxide emissions.
After a lengthy evaluation process, Associated switched to burning low-sul-
fur coal, requiring $200 million in plant modifications. The decision also
resulted in layoffs at Associated’s mine and Thomas Hill Power Plant.

+ Approval of the National Energy Policy Act (NEPA) by Congress in
1992 ushered in the era of competition. NEPA authorized the Federal
Energy Regulatory Commission to order utilities to open their transmis-
sion systems to others. Numerous private power marketers surfaced to join
the competitive fray.

Despite the challenges, Associated marked several triumphs:

+ Of 56 bulk cooperative power suppliers surveyed, only one reported
lower member rates than Associated in 1995. During the year, the six
G&Ts saved about $60 million, resulting from a 17 percent rate reduction
implemented Jan. 1, 1995. Associated’s member rate was listed in 1995 at
26.97 mills per kWh with a total of 10,154,071 MWh member sales.
Studies indicate that Associated’s rates should not significantly increase
before 20009.

« A combination of lower rates and higher sales produced an impressive
1995 net margin of $23.9 million, compared with $13.8 million in 1994.

« Generating capacity in 1995 was 2,358,000 kW.

« July 12, 1995, Associated set a new all-time peak of 2,728 megawatts.



The 1990s

The serenity of Thomas Hill Lake belies the activity during the early "90s at
the Power Division to bring the units into compliance with the 1990 Clean Air
Act Amendments which resulted in Associated’s switch and modifications to
burn low-sulfur western coal.

Jim McNabb jokes he hasn't had a promotion in 30 years. Associated’s
fifth employee, hired as manager of engineering, McNabb’s title is still
quite similar in 1996 — director of engineering and operations.

Mine Manager John Newman, gesturing, visits the mine shop with, from left,
Human Resources Division Director Dave Stump, General Manager Gerry Diddle,
Associated President 0.B. Clark and Mining Division Director Mike Vallez.



N =

M&A General Manager Bob Stagner holds the dis- After 18 years as general manager of Associated, Ge_rry Diddle retires Feb. 1, 1992._Empioyees
tinction of being the longest-term Associated board honor him with a party in the Headquarters coffee shop.
member. He joined the board in 1969.

In the early 1990s Associated’s board of
directors considers options for complying
with the 1990 Clean Air Act Amendments.
By conducting a public involvement
process throughout Missouri, the board
learns opinions from throughout its ser-
vice area regarding the future fuel source
for both Thomas Hill and New Madrid
power plants. The board also creates a
special fund through excess margins to
finance all of the $200 million plant modi-
fications needed to switch to burning low-
sulfur coal. Members, clockwise around
the table from left, include Don Shaw,
Central; General Manager Jim Jura; Gary
Voigt and Art Carrier, KAMO; Jim Steele
(hidden), NW; John Davis and Larry
Frazier, Sho-Me; Jim Abernathy and Bob
Stagner, M&A; Ralph Shaw and Maurice
Happel, Northeast; and 0.B. Clark, Central.







Jim Jura presides over the May 28, 1992,
345-kV MINT line energizing dedication at the

i St. Joseph substation. The 102-mile MINT

ith (Missouri, lowa, Nebraska Transmission) line is
41 a joint project of Associated, Kansas City Power
1o~ & Light, St. Joseph Light & Power, lowa Power,
iﬂ Lincoln Electric System, Nebraska Public Power
l‘l District and Omaha Public Power District.

—

Six of the original Thomas Hill Power

~ Plant employees celebrate their 25th
anniversaries along with the power plant
on its 25th in 1991. They include, from
left, Bob Fannin, Jerry Pinegar, Bob
Bohm, Art Winkler, Bob Boots and Bill
Muckelrath. Two more employees hired in
1966 but not pictured include Don Delzer
and Dennis Hicks. Gerry Diddle, right, is
8 general manager in 1991.




From the control room, operators obtain informa-
tion from hundreds of points throughout the
power plant which help them monitor the perfor-

mance of the unit and control its operation.

A.J. Gross, engineering associate |, surveys
near the pit at Thomas Hill Mining Division
to document mining and reclamation
progress.

Operators working at Thomas Hill Unit 2°s control console divide responsibilities for
load control and temperature and water control. Randy Taylor, foreground, responds to
an alarm indicating high duct temperature. By pressing a button to the right of the
computer, he can view a series of screens which allow him to check the temperature
and make adjustments. Mike Massey, background, concentrates on increasing the
unit's load. The control room for units 1 and 2 is modified with computer equipment
in 1994, expanding operators’ abilities to monitor unit operation and performance.



Designed to meet seismic zone three earthquake requirements, New Madrid's radial stacker has 284 yards
of concrete in its base and cylinder. From the bottom of New Madrid's rotary dumper, coal rides a quar-
ter-mile conveyor to the radial stacker which can distribute 4,000 tons of coal per hour. To spread coal
over the reclaim hoppers, the stacker’'s 150-foot boom pivots up and down or sideways.

More than 25,000 acres of mine prop-
erty, some of it reclaimed mine lands,
surround the Thomas Hill Energy Center
&8 Power Division. Since 1980 when

' Associated began operating the Mining
Division, composed of both the Prairie
Hill and Bee Veer mines, the land has
been returned to a quality equal to
and, in many cases, better than before
mining. Reclamation continues after
active mining ends in 1993.

building under construction at Thomas Hill. The
rotary car dumper clamps onto incoming coal train
cars and turns them upside down to dump coal.



Construction in the early 1990s modifies Assoc-
iated’s two power plants to burn low-sulfur west-
ern coal arriving by rail. This rotary car dumper at
New Madrid uncouples cars one by one from a
coal train, clamps onto a car and rotates it upside
down, dumping coal into an underground hopper.

This dust-collection system works

like a vacuum to collect dust around |

the rotary car dumper when train
cars dump coal at Thomas Hill. Coal
dust is combined with water, and
conveyors deliver this wet, powdery
substance to the power plant to be
burned.



In the water lab, Roy Norton, chemical lab technician, runs a
battery of tests to ensure water used to operate New Madrid
Power Plant remains pure.

A helicopter lowers a section of tower in 1993 to help complete a trans-
mission project connecting Associated with the Tennessee Valley Authority
(TVA). Associated is the first new party TVA interconnects with since
1968.



In 1996 Associated retires its 20-year-old General
Electric 4020 computer, upgrading its dispatch center
with a state-of-the-art energy management system.
Using four, full-color display terminals, dispatcher Ken
Switzer monitors information from more than 7,000
points throughout Associated’s system.

Associated recognizes Bob Fannin, who started work at Thomas Hill Power Plant 30 years
ago when there were about 30 employees and one unit in operation, with the 1995 Excel
Award for Distinguished Service. Bob has been plant manager at the Thomas Hill Energy
Center Power Division for the past 15 years.



To recognize excellence among employees, Associated implements its Excel Awards program in
1993. Employees, nominated by their co-workers, are singled out for recognition of their outstand-
ing achievements. Also recognized during the ceremony are 20-, 25- and 30-year service anniver-
sary recipients. In 1995 President 0.B. Clark and General Manager Jim Jura (rear) recognize these
employees for achieving 20 years of service with Associated: front row from left, Angie Vire, Len
Hand, Dan Upp; second row from left, Loyal Akins, John Fourthman, George Broughton, Clarence
Case; third row, Dennis Bailey and Ronnie Sandage. Not pictured are Lynn Atchley, Harold Wright,
Larry Joe Holtzhouser and Tom Kitchen.

In May 1990 Thomas Hill Power Plant employees com-
plete 400,000 worker hours without a lost-workday
injury. Plant Manager Bob Fannin, Safety Coordinator Bob
Bohm and Power Production Division Director Bruce Stone
(left to right) conduct a ceremony to recognize employees
for their accomplishment.



Associated President 0.B. Clark surveys reclamation work at
the Prairie Hill mine as the board of directors tours the mine
in spring 1996. By March 1996, reclamation work is 60 per-
cent complete and under budget.

Board member Jim Abernathy, left, and
attorney Gene Andereck tour the main-
tenance garage during a spring 1996
board visit to the Thomas Hill Mining
Division.

Gerald Cheever marks 50 years working in Missouri's coal mines in 1991
He got his start as a tipple hand for Binkley Coal Co. in August 1941. He
retires from Associated as a dragline operator in February 1993.



Staffing security post 1 at Thomas Hill Power Plant, Cecil Billue, protec-
tive services officer I, communicates via radio with another officer
patrolling Associated’s property.

Thomas Hill Power Division employees, from left, Paul McCloud, Greg Jacobs,
Tony Joseph and Jim Kraft hoist a shaker used on top of a rail car to unload

bottom-dump rail cars in 1994, when Associated is converting its facilities to
unload and burn low-sulfur coal.

Jim Steele has been representing
NW Electric Power Cooperative on
Associated’s board of directors
since 1990.
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board of directors, but that such has
always been the case.

Clark says “one of the great things”
about the cooperative program is that
local people know who the directors
are. “If I walk into a grocery or hard-
ware store or a coffee shop and some-
one there has something to get off his
or her chest, I'm accessible — right
then and there. That's probably the
purest form of regulation. In Missouri,
y'’know, we're not under the Public
Service Commission. Just the same, if
we don't keep rates competitive, if we
don’t provide good service, we're not
going to stay as directors very long.”

Clark says there has been no rejection
of board members at the AECI level,
but at the distribution cooperative
level it happens many times.

The requirement for an 8-4 majority
vote on the board allows for split
votes between two members from the
same G&T. It resulted from an arith-
metical extension of earlier voting
procedures when the G&Ts had one
vote each and a 4-2 majority was
required. While it takes an 8-4 vote to
approve issues, it does not take an 8-4
negative vote to kill something. That
is, if the question is framed right, a 7-
5 majority in favor will still defeat a
proposal.

When he first was elected to the
board, Clark felt information was not
getting to all the members at the
same time. “I'm opinionated and make

decisions quickly, but I'm a big believ-
er in what I call ‘board wisdom." If you
have 12 members, as we do, some of
them utility managers, some of them
successful businessmen, and if they get
the information at the same time —
with nobody precommitted and trying
to line up votes — board wisdom, if
allowed to develop, is a strong thing.”
He views it as his job to wring board
wisdom out of all the personalities
and to make all of the members feel
like “equal players.”

Board wisdom, Clark says, is more
likely to prevail on a cooperative
board than on the board of an
investor-owned utility or any other pri-
vate business organization. That's
“because on the board of a business
corporation, if you don’t support the
chairman pretty consistently, you
won't be a director very long. If I'm
chairman of a corporate board, I con-
trol the proxies, and if it's General
Motors and Mr. Ross Perot becomes a
thorn in my side, I'll figure a way to
get him off my board. In a stock com-
pany, directors serve pretty much at
the will of the chairman. A co-op
board doesn’t work that way. Directors
are elected, they represent a con-
stituency and you have to work with
them. You have to ‘dance with the girl
that brung you.”

The pronouns “he, him, his” are not
improperly used in this chapter. By
1995, no female had been elected to
the Associated board. Jura says the
electric industry has been slow in pro-

viding leadership opportunities for women, “but now it is just a matter of
time. Women have served on the distribution co-op and G&T boards, and I
expect to see one or more on the Associated board before long.”

Everybody is looking over everybody’s shoulder at Associated, making for
what Jim Jura calls strong checks and balances. The board looks over the
manager’s shoulder. The REA and CFC over the board’s shoulder. The
boards of the G&Ts and the distribution cooperatives over their representa-
tives on each successively higher board. The cooperative membership over
the whole operation. The Association of Missouri Electric Cooperatives over
the legislature and the legislature over everybody.

“When Jim (Jura) came aboard,” Clark said, “I told him I'm president of the
board, and I have certain responsibilities, but I want you to know that you
are the general manager and I am not going to be down here with any
great wise counsel. But, I don’t want you to interpret my absence as any
lack of interest, because 1 am vitally interested. My philosophy is to give

u
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Although a woman has never been elected to Associated’s board of direc-
tors, women serve on hoards at the G&T and distribution level. Carol
Tomb joined the board of Platte-Clay Electric Cooperative in 1995. Touring
the site of Platte-Clay’'s new corporate office, Tomb discusses construction
progress with Ric Jones of Burns & McDonnell engineering firm.
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CHAPTER SEVENTEEN

The Bottom Line

t the bottom line, Associated is at the top — or very
nearly so.

It sells power today at wholesale rates lower than
those of TVA or BPA or many other of the historical
public power pace setters. In 1995, only two other
suppliers of bulk power to member cooperatives
could beat Associated’s rate of 26.97 mills (2.7 cents)
per kilowatt-hour. Associated cut its rates Jan. 1,
1995, by an average of 17 percent to a level lower
than any since 1981. Member rates were expected to remain at the new
level until the year 2002 and not to reach 1994 levels again before

Controller Howard Gomer, left, and Wes Ohrenberg, director of Accounting and Finance, review materials pre-
sented to the bond rating agencies in 1996. Associated's top ratings will help it access markets and obtain
competitive interest rates. “Very few electrical utilities in the country have a double A rating,” Ohrenberg
says. “That’s something to be pretty proud of.”






Yet many small nations didn’t have a credit rating
as good as Associated. The super G&T has been
loaned more money by REA than any other REA bor-
rower. Once an REA administrator signed a commit-
ment to lend Associated $1.4 billion, no questions
asked. It was the largest single loan commit-
ment in REA history. 0.B. Clark, president of
the board of directors since 1981, treasures a
photograph of himself and Rudie Slaughter,
board president at the time, at the signing cer-
emony along with former U.S. Sens. Tom
Eagleton and John Danforth and Congressman

what is called a ‘shadow rating' and last year rated
us ‘strong A.” Few utilities have better than that.”

0.B. looks back on 2 percent REA money with
mixed feelings.

I'am willing to give up “I feel this way about government subsidies
subsidies if other

competitive electric
utilities will do likewise.

for rural power: I think it was justified, maybe
not so much in this state, but if you go out to
Wyoming or Nevada and those other sparsely
populated states, there are ranchers producing
food and fiber for the nation ... wheat, barley,

Dick Gephardt, among others. Slaughter still The playing field must  beef. The co-ops out there may have only one

has a photocopy of the letter of commitment.

farmer or rancher per mile of line, or even

Clark and the others guiding Associated are remain fair and level.”  fewer 1 think the federal government can jus-

happy they did not have to use all that money.
But they did use a lot of REA money.

Nearly all of Associated’s early financing came from
REA. Altogether Associated used $793 million of
REA financing. By 1995, it had paid back $146 mil-
lion to REA. Associated had borrowed $278 million
from other sources and paid back $69 million of
that, leaving it with all-sources net indebtedness
totaling $856 million as of Dec. 31, 1994. Along the
way, Associated acquired facilities valued at $1.4 bil-
lion by mid-1995 and had returned $13.6 million to
its member-owners.

0.B. Clark says Associated has become such a strong
utility he is not sure it will ever again qualify for
government money. He thinks any available REA
money in the future will go to those who cannot go
to the private market and get reasonable or favor-
able rates. Consequently, Associated is preparing
itself for the day when the government may just say
“n0.”

“For more than five years before Gerry Diddle
retired, we've worked with bond rating agencies to
establish credit in advance. Standard and Poor’s has

0.B. Clark tify a subsidy to keep this nation fed at the

lowest possible cost. I do not know another

nation that feeds itself on 15 or 16 percent of
its disposable income, but we do, and we do a good
job of it. Now, I think in the case of a true coopera-
tive serving a reasonably dense area, we should not
look to the future forever for government subsidies.
Our nation is not the same as it used to be — 4 tril-
lion dollars in debt as a nation strikes me as close
to broke. So while I know my position is not always
popular on this subject, and while I will use the
subsidy as long as it is available, I think subsidies
for healthy cooperatives have to be evaporating. |
am willing to give up subsidies if other competitive
electric utilities will do likewise. The playing field
must remain fair and level.”

Until 1973, Associated was able to finance its pro-
jects with 2 percent REA money. By the time New
Madrid Unit 2 came along, Associated paid a mix of
30 percent REA-2-percent money, 60 percent FFB-
guaranteed money at 8.1 percent and the other 10
percent CFC money at 7 percent. Then came a blend
of FFB-guaranteed and CFC-guaranteed pollution
bonds at whatever the market rate happened to be
— as high as 16 percent — before settling back to



7 percent in 1988. “And now the 5 percent money
is gone except for some emergency cases,” Clark
says. “What we have is a rate very close to the
municipal tax-exempt rate. Distribution co-op loans
will come from REA, as will transmission co-op
loans, but as for Associated in the future,

because we are healthy and basically strong, 1

sumers who have no vested interest, cooperatives
are customer-owned businesses. “The test of owner-
ship,” Diddle says, “is this: If you sell the business,
who gets the money, who gets the assets? In a co-
op, it goes right back to the member-owners.”

We can't sacrifice the In the mid-"90s, competition had begun to

think the day for us to rely on REA is over. So political muscle we now drive the electric utility business. “To survive,”

we will have to go to the Federal Financing

suggests retired KAMO manager Dean Sanger,

Bank or Wall Street or wherever we can get the have. We have political  now a consultant, “the distribution co-ops are

money.”

muscle because each of

going to have to be very competitive. We see
retail wheeling (delivering other people’s

Cooperatives had to build equity over time. the directors on the many power over one’s own lines) in our future. We

They were started by borrowing 100 percent

of the funds necessary to build the lines and

other facilities. “You might say,” Diddle ob-

served, “the government was very liberal. But

these guys had to sign agreements for what the gov-
ernment called ‘area coverage.” You swore, ‘T will
serve everybody in my area without any contribu-
tion from them. I will serve them all on the same
rate scale.” So the government got what it wanted —
electrified farms. That provided a market for cable
and poles and transformers. So the economy of the
whole country got a tremendous boost. That's why
the government was willing to make 100 percent
loans. The $5-membership fee was just that, a mem-
bership fee. It didn’t provide a lot of capital, but ..."

Diddle recalls, as Art Doyle did, that the IOUs hoped
to use the REA money to serve the far-apart farm
customers but differs with Doyle’s conclusion that
the government shut the door in the face of the
I0Us. Diddle says the government didn’t start
encouraging formation of cooperatives until a year
went by after passage of the 1936 act and the pri-
vate utilities were still declining to serve on
grounds that it was not financially feasible.

Diddle describes the cooperatives as unique owner-
ships. Unlike municipals, which are “owned” by con-

boards is elected.”
Dean Sanger competitive to keep their share of the power

already have transmission access. All of these
forces will require that cooperatives be more

business in Missouri.

“We have to ask ourselves a question: What is the
best organizational structure to provide power and
still maintain the local control we have in coopera-
tives? I happen to think there is room for a lot of
mergers among the distribution co-ops and in the
transmission area. But we can’t sacrifice the politi-
cal muscle we now have. We have political muscle
because each of the directors on the many boards is
elected. When you walk into a congressman’s or a
governor’s office as a manager, it doesn't mean
much, but those directors you bring with you are
political forces. You can't give all that up with a
giant merger into one big Associated. But there can
be a lot of mergers at the distribution level and the
transmission level. There has to be a middle
ground.”

Sanger thinks that time is running short. “The
thinking process is at about the same stage as
Associated’s 35 years ago. It's the new hot topic
whenever you get a group of rural electric co-op
leaders together and they get down to strategic
issues. The issue of consolidations and mergers



Y'know, 0.B., we've got a pretty good
organization here — if we don’t screw it up.

keeps coming up, but nobody seems to want to take the first step. The cooperatives bring such
strength to the utility business, but it's changing and so must we. We're going to have to get that
out on the table.”

As for Associated itself, Sho-Me's John Davis had this concluding thought: “Associated gave us the
muscle to deal with the 10Us. It gave us borrowing power within REA. It gave us the strength we
needed to be really financially secure. We may not be the biggest, but we're the strongest. Our
transmission system is the envy of the utility industry. We have strong and now-considered low-
cost generation. We have a good fuel supply for all five units, now to be fired by low-sulfur west-
ern coal at a very good price. We're going into the year 2000, maybe 2010, without need to build
another generating unit and without any increase in rates.”

Jim Jura had a concluding thought of his own. It was something he said to 0.B. Clark when Jura,

as the new general manager, had been on the job long enough to form an opinion: “Y’know, 0.B.,
we've got a pretty good organization here — if we don’t screw it up.”
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Like the labels on some garments say, this book is “all new material” — or virtually so.
Very little of it has appeared in print elsewhere. It is based almost entirely on inter-
views tape-recorded during the summer and fall of 1994 with more than 30 Associated
Electric Cooperative Inc. officials, past and present, and other persons close to the AECI
scene. Annual reports, contracts, official AECI documents, legislative and court records
and the like are relied upon only to the minimum extent necessary to ensure accuracy
of the limited amount of financial and other statistical data contained herein. There is
no bibliography. Mostly it is a story about real people told by real people.

And it is a story recorded just in time. Happily, Associated was still young enough in
1995 for many of those who go back to the beginning to still be living — some of them
still active employees. They tell some remarkable truths, in remarkable detail, with
remarkable good humor. In fact, never in a long lifetime of writing endeavors has this
author encountered a group of storytellers so informed and forthright and collectively
possessing such good humor. They cheerfully shared their recollections and held noth-
ing back in the way of dirty linen and opinions. They even agreed to have their words
preserved on tapes which are stored at AECI Headquarters in Springfield, Mo.

Choosing which contributors to acknowledge individually from among the many
deserving mention is always difficult for an author. Some, however, clearly deserve spe-
cial mention — starting logically as well as alphabetically with Neil Adams, Assoc-
iated’s first general manager. He came to Associated from the post of marketing chief
for Southwestern Power Administration, where he served as the principal agent in car-
rying out SWPA Administrator Doug Wright's endless efforts to provide the federal
hydropower underpinning for Associated. No one else could have reconstructed conver-
sations like Adams or provided comparable insights and behind-the-scenes stories of
those early days.

Another extraordinary contributor was Gene Andereck, counsel to AECI from the day
of incorporation. He devoted a legal lifetime to the Missouri cooperative movement and
was able to make the author understand how so many complicated negotiations going
on virtually simultaneously could have reached a coherent climax.

Charlie Boulson and Truman Green, the only living members among the 15 original
incorporators, described the frictions and frustrations of six powerful G&T managers

each giving up big chunks of autonomy for the common good — and the arm-wrestling
that nearly put an end to Associated before it developed some muscles of its own. Charlie Boulson, 1994




Truman Green, 1990s
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0.B. Clark, 1990

Gerry Diddle, 1990

The rancher 0.B. Clark, who in 1995 completed his 14th year as president of the
board of directors, was especially helpful in explaining the evolution of the board
from dominance by a handful of forceful personalities to decision by “collective
wisdom.”

Gerry Diddle, general manager for 18 years prior to 1991, and Jim McNabb,
director of engineering and operations since Associated commenced business in
1962, together led the author through the maze of transmission decisions and
other transactions that produced “win-win” benefits for participants on both the
public and private power sides of the street. Art Doyle, retired chief executive offi-
cer, Kansas City Power & Light Co., provided the investor-owned-utility view of Jim McNabb, 1990
Associated and related events that spanned 40 years of steadily increasing coopera-

tion.

Frank Stork, chief of the statewide Association of Missouri Electric Cooperatives,
brought the perspective of the legislative arm of the cooperatives to his recollec-
tions. He carefully delineated the logic and the nature of the services provided by
his statewide organization compared with the power supply role of that other
statewide organization called Associated.

The author’s wife, Jean, a professional writer in her own right, critiqued and edited
the first draft, while Gus Norwood, an old friend and author of several books on
public power, contributed valuable background information.

Finally, the author would be remiss to conclude these special thanks without a
large bouquet to Angie Vire. As administrative assistant to the general manager of
Associated, she is the front office manager who makes life easier for Jim Jura and
all who step inside that executive office. She arranged all the appointments and
travel for this author, kept track of all the drafts out for review, wisely offered
words of encouragement or caution as the situation warranted and helped smooth
a few ruffled feathers that inevitably occur when an outsider asks all the dumb
questions necessary to produce a book such as this.

Russ Holt
1995 A.D.

| e s

Angie Vire, 1990
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Appendix F
TRANSMISSION MAP

IES E

W10 &

UEAIES

araL ]

LEGEND

............... 138-kV transmission line
161-kV transmission line

345-kV transmission line
500-kV transmission line

A Substation

. Generation

E Interconnection
Other companies' facilities
Federal facilities

|
B Associated Electric facilities
Ty

Hydroelectric projects
controlled by Associated

57

7

39

113







Appendix G

AECI LOCATIONS, G&T MEMBER SERVICE AREAS AND REFERENCED CITIES
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Appendix H
CURRENT BOARD MEMBERS

-
e g

Central Electric Power Cooperative - From

left, 0. B. Clark, Associated board president,

and Donald W. Shaw

Northeast Missouri Electric Power
Cooperative - From left, Ralph E. Shaw and
Maurice L. Happel, Associated board vice
president

KAMO Power - From left, L. Doug White and
W. Arthur Carrier, Associated board secretary

NW Electric Power Eooparaive Inc. - From
left, James K. Steele and Richard L. Arnold

M&A Electric Power Cooperative - From left,
James W. Abernathy, Associated treasurer,
and Robert E. Stagner

Sho-Me Power Electric Cooperative -
From left, John K. Davis and
Jerry W. Divin
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