
  
November 18, 2008 
 
 
Dear Chair Eschliman and Members of the City Council: 
 
Please find enclosed a review of the Lincoln Electric System 2009 Operating and Capital 
Budget.  The budget was reviewed in detail with the LES Administrative Board Budget 
and Rates Committee and approved by the Board at its meeting on November 14, 2008. 
 
Budget Process 
 
I would like to note a couple of changes we made to the budget process this year.  We 
added an additional public meeting before the LES Board to the process.  This was 
primarily a result of a meeting we had last spring with the Lincoln Employers Coalition 
(LEC).  Councilmen Dan Marvin and Doug Emery both attended that meeting.  The LEC 
requested more opportunity to provide input on the LES budget.  The public meeting was 
held on October 23, 2008.  About 13 customers attended. 
 
Another change involved the way in which we brief the LEC, the Chamber of Commerce, 
and the Lincoln Independent Business Association (LIBA) on the budget.  In the past we 
have typically provided a budget overview to a committee of each group at one of their 
planned committee meetings.  This typically meant trying to cover a budget of more than 
$200 million in about 20-30 minutes.  This year we tried a new approach.  We scheduled 
two briefings of about two hours in length and invited the three groups and their 
members to attend either of the two briefings.  This allowed us to cover the budget in 
significantly more detail.  We had 12 people attend these briefings.  Those attending 
were also provided CD’s of the entire budget consisting of more than 1,300 pages. 
 
We also provided the general public with significantly more budget information on our 
web site, www.les.com.   The information provides a budget overview, a summary of the 
Sustainable Energy Program, as well as some general information about LES. 
 
Finally, the officers of the LES Board requested reviews by various board committees 
prior to budget approval to review several issues that have been raised in public input 
received from the public meetings and correspondence regarding the most recent rate 
adjustment. 
 
 
 
 
 



Personnel and Organization Committee 
 
The Personnel and Organization Committee reviewed LES employee staffing 
levels and benefits.  The committee is conducting a detailed review of these 
areas.  While the committee did not have enough time to complete such a review 
in time to incorporate any recommendations into the 2009 budget, the committee 
may develop recommendations based on its review that could reduce personnel 
expenses in 2009 or be incorporated in the development of the 2010 budget. 
 
Operations and Power Supply Committee 
 
The Operations and Power Supply Committee reviewed power supply cost 
trends and LES investment in renewable energy resources.  The committee 
spent a lot of time looking at the 2009 power cost budget, particularly in the area 
of natural gas cost projections.  It also thoroughly discussed LES’ natural gas 
hedging program.  Following its review, the committee was supportive of the 
power costs included in the 2009 budget. 
 
The committee also discussed the potential for additional investment in 
renewable energy resources.  The committee had previously recommended 
trying to purchase up to 15 megawatts of wind power from the Nebraska Public 
Power District (NPPD) through one of the community-based wind energy 
developments it is purchasing from.  However, LES was only offered 9 
megawatts from the project.  The committee declined to recommend a specific 
renewable energy goal at this time, but has directed staff to continue to explore 
additional renewable energy opportunities. 
 
Marketing and Communications Committee 
 
The Marketing and Communications Committee reviewed the proposed 
Sustainable Energy Program (SEP) and advertising expenses.  The committee 
supported the proposed $1.1 million budget for the program distributed among 
seven programs as outlined in the attached Executive Summary. 
 
With regard to advertising, the committee supported the staff recommendation to 
reduce 2009 advertising expenses by $146,600.  The committee noted a need to 
continue to promote energy conservation and efficiency messages, particularly if 
the SEP is approved. 
 
 
2009 Budget 
 
For 2009 the LES Operating Budget reflects an increase of about $2.8 million or 
about 1.4 percent, while the Capital Budget is about $23 million lower.  The 
combined requested authorization of $268 million for 2009 is a reduction of about 
$18 million from 2008. 



 
While we continually evaluate our strategies and methodologies for predicting  
energy price volatility and dealing with it, such as our natural gas hedging 
strategy, it is very important that we work to rebuild the Rate Stabilization Fund to 
a level that will give us the flexibility to manage some of these unexpected costs 
without rate increases.  The financial modeling for 2009 assumes a  $4 million 
contribution to the fund which would bring the balance in the fund to about $6 
million at the end of 2009.  As you may recall, we had planned to contribute $2 
million to the fund in 2008, but that plan was abandoned in order to further 
reduce the most recent rate increase.  Our long term goal is to add about $2 
million to the Rate Stabilization Fund annually until we reach a balance in the 
$15-$17 million range. 
 
We have seen a significant decrease in natural gas prices over the past couple of 
months.     While the extremes in energy prices were unprecedented, we believe 
the energy price volatility will continue for the near future.  For 2009, we have 
forecasted natural gas prices to be below 2008 prices, but above the five-year 
average.   
 
A key component of the 2009 budget is about $1.1 million, or about 0.5% of retail 
revenue, for a new Sustainable Energy Program (SEP).  As you will recall, we 
had included the SEP in the 2008 budget.  While it was approved as part of the 
budget, during the subsequent rate increase process that would have provided 
funding for the SEP, several Council members were concerned because there 
were no details for the plan and no specificity on how the funds would be utilized.  
Over the course of this year, LES staff has developed 7 programs for the SEP 
that are summarized in the attached Executive Summary of the SEP.  The public 
response to these programs has been very positive.  These programs will allow 
residential and business customers to take the initiative to reduce energy 
consumption.   
 
The LES Financial Modeling has indicated a planned, small increase in retail 
rates of 3-6% in March 2009.  Based on this budget and current rates, the model 
indicates a need for an increase of 4% which is within the anticipated range of 
increase.  The 2009 budget recognizes the need for about $7 million of additional 
revenue for the following areas: 
 

• Increases in debt service payments ($2.8 million); 
• Incremental increase in revenues to maintain minimum debt coverage 

levels ($2.4 million); and 
• Incremental increase in rate stabilization funds ($2.0 million). 

 
 
 
 
 



Approval of the budget, however, does not constitute approval of a rate increase.  
We will conduct a cost analysis and reassess all power cost projections and 
other financial projections for 2009 in order to develop a specific rate proposal for 
2009.  The budget was based on August and September data.  By the end of the 
year, we will have more current data upon which to base the rate projections.  A 
recommendation on rates will be thoroughly reviewed with the public and the 
LES Board prior to bringing a formal rate recommendation to the City Council. 
 
The following pages provide greater detail of the major components of the 
operating and capital budgets.  We have proposed the following schedule for 
your consideration of the 2009 budget: 
 
 Monday, November 17 – Introduction 
 Monday, December 1 – Pre-Council Review and Public Hearing 
 Monday, December 15 – City Council Action 
 
The LES Administrative Board and Management recommend the 2009 Operating 
and Capital Budget for your approval.  If you have any questions about the 
budget, we would be glad to address them at any time. 
 
Sincerely, 

 
Terry L. Bundy, P.E. 
Administrator and CEO 
 
TLB:cls 
 
Attachments 
 
c: Mayor Chris Beutler  
 LES Administrative Board 
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LES’ Sustainable Energy Program 
2009 Budget Program Summary 
 
Objectives 
 
Lincoln Electric System has embarked on a concerted effort to provide consultation, education 
and, now, financial incentives to its electrical consumers of Lincoln and Lancaster County, 
Nebraska to effect a sustainable reduction in energy consumption.  The programming focuses 
on the consumer, whether they are residential, small or large business to take the initiative to 
reduce their energy consumption.  Expected benefits of the program are: 
 

1. Financial savings to the consumer; 
2. Mitigation of year to year system load growth; and 
3. Concerted effort to reduce peak load impact. 

 
The anticipated program outcome is a potential reduction of 6.4 MW in demand and 13,246 
MWh in energy.  This would represent an estimated $872,675 in annual customer savings.  If 
the program results are achieved that would reflect an approximate 65% reduction in 2008 to 
2009 forecasted demand growth and 27% reduction in 2008 - 2009 forecasted energy growth.  
Further, all of the programs are designed to have the greatest energy reduction during the peak 
load period.  The peak load periods usually occur in the summer months, between the hours of 
noon and 8 p.m., on week days. 
 
Program Overview 
 
The Sustainable Energy Program consists of three areas of development and delivery; 
consultation, education and financial incentive programs.  The consultation and education 
programs are continuations of the same programming that LES has offered over the years to 
customers.  LES staff continues to promote these viable services which provide insight to 
energy reduction strategies in all customer classes.  These programs are already built into the 
service delivery and annual budgets, such as residence and facility “walk through” audits, 
compressed air system audits, residence and facility thermography, facility lighting upgrades 
and many others.  LES will continue to provide informative and educational programs such as 
new construction development of Energy Star Homes, Energy Ideas on the City Access 
Channel 5, on-line services such as Energy Depot for Home and Business, Information on 
Energy Efficient Mortgages through local banking institutions, Energy Savings tips flyers and 
advertising. 
 
New to the Sustainable Energy Program efforts are the cash incentive offerings for seven 
program areas.  These program areas include the Whole House Tune Up Program, an 
optional program designed to effect basic energy efficiency gains in residences; a 
complementary program to the Lincoln Action Program and State of Nebraska’s Low Income 
Weatherization Program; a revitalization of the previous LES High Efficiency Heat Pump 
Program for residential and small commercial markets; a new program directed toward nearly 
15,000 commercial consumers in improving Commercial HVAC Maintenance; a Commercial 
Lighting Retrofit Program; a new program directed toward the electro-mechanical Systems 
Commissioning for Large Commercial and Industrial markets; and a commercial/industrial 
Energy Efficiency Grant Program designed to produce customer directed competitive 
conservation measures that can be highlighted to all consumers. 
 



 

Sustainability Exec Summary.doc  Page 2 of 9 

These cash incentive programs offer consumers across LES’ customer classes the opportunity 
to readily adopt a program that fits their individual needs and energy reduction interests and 
expectations.  The development of these programs has been carefully balanced between public 
input and LES financial performance.  The public input has been received over the last two 
years in a variety of customer venues.  In these venues customers expressed interest in 
incentive based programs for each of the customer classes.  Respective to the LES financial 
goals, these programs have been reviewed within the LES integrated Resource Plan (IRP).  
Each program is offered on a “first come, first served basis”, when the program reaches its 
budget pool limit during the year, the program will cease until the following year’s budget 
allocation. 
 
The Summary of All Programs table (below) illustrates the quick briefing of the seven programs 
and their intended market participants, the Incentive Pool Funding, anticipated reductions 
(savings) for LES in demand (MW) and energy (MWh) and Customer Savings.  The reduction in 
demand and energy are based on the anticipated reductions based on fully implementing the 
program in each market area.  LES Savings is calculated by using total energy reduction 
(savings) and multiplying the annual average wholesale energy production/purchase costs.  The 
Customer Savings is based on the total energy reduction (savings) multiplying the average 
annual retail price of energy.  In the Customer Savings column, the savings only reflect the 
reduction of electric costs, the values do not reflect the values associated with the reduction of 
natural gas consumption, for those customer’s that have natural gas heating (space and water).  
Furthermore, the Customer Savings does reflect a financial benefit for one year.  In each of the 
incentive programs, the benefits of the programs will incur benefits for LES and the customers 
for years into the future.  The table below reflects the benefits for a one year period, not for the 
probable life cycle. 
 

Summary of All Programs 

Program Market 
Annual 

Incentive 
Pool 

LES 
Savings 

(mW) 

LES 
Savings  
(mWh) 

LES 
Savings 

($) 

Customer 
Savings 

($) 
Whole House Tune Up Residential $150,000 .211 871 21,438 81,500 
Low Income 
Weatherization Residential $100,000 .11 84 2,100 6,175 

High Efficiency Heat 
Pumps 

Residential/ 
Small Commercial $250,000 1.88 423 10,500 39,640 

Commercial HVAC 
Maintenance Small Commercial $100,000 1.6 1,600 39,700 150,000 

Commercial Lighting 
Retrofit Commercial $200,000 .6 2,384 52,488 95,360 

Systems Commissioning  Large 
Commercial/Industrial $250,000 2.0 7,884 195,000 500,000 

Energy Efficiency Grant Large 
Commercial/ Industrial $50,000 TBD TBD TBD TBD 

 Totals $1,100,000 6.4 13,246 321,266 872,675 
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Program Discussion 
 
Program Title:  Residential Whole House Tune Up Program 
 
Total Program Budget:  $150,000 
 
Program Description: 
LES will encourage homeowners of existing homes to undertake a range of simple energy 
efficiency practices.  LES will work with homeowners, Home Improvement Retailers and local 
contractors to promote and administer the installation of programmable thermostats, upgrade 
insulation, caulk and seal windows and conduct preseason HVAC maintenance.  A total 
incentive payment of up to $200 per residence will be paid to homeowners for the completion of 
the following: 

• incentive of up to $50 for a preseason HVAC tune-up; 
• incentive of up to $25 for programmable thermostat installations;  
• incentive payment of up to $100 for insulation installation and upgrade, and 
• incentive payment of up to $25 for window and door caulking installed. 

In addition to the financial benefits in reduction in electric cost, the consumer will benefit in 
reduced natural gas consumption (presuming they have natural gas heating). 
 
Customer Benefit: 
Based on an average 1,500 sq. ft. home with the 750 participants: 
 
Attic insulation upgrade (from R-11 to R-40) 

• Annual reduction of 352 kWh resulting in $33 annual savings. 
• Annual reduction of 136 therms resulting in $182 annual savings. 

 
Exterior Caulking 

• Annual reduction of 53 kWh resulting in $5 annual savings. 
• Annual reduction of 53 therms resulting in $71 annual savings. 

 
HVAC Maintenance 

• Annual reduction of 288 kWh resulting in $27 annual savings. 
• Annual reduction of 90 therms resulting in $120 annual savings. 

 
Programmable Thermostat 

• Annual reduction of 469 kWh resulting in $44 annual savings. 
• Annual reduction of 200 therms resulting in $184 annual savings. 

 
Approximate Total Savings for Whole House Tune Up: 

• Annual reduction of 1,162 kWh resulting in $109 annual savings (System wide 
reduction of $81,500). 

• Annual reduction of natural gas consumption of 479 therms resulting in $557 annual 
savings (System wide reduction of $417,750). 

 
System Benefits: 
 
1,162 kWh x 750 homes = 871,500 kWh x 0.0246 weighted average energy cost = $21,438 
annual System benefit.  Additionally, a reduction of 211 KW demand is also anticipated. 
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Program Discussion (Con’t) 
 
Program Title:  Low Income Weatherization 
 
Total Program Budget:  $200,000 ($100,000 LES/$100,000 match via LB 1001) 
 
Program Description: 
Administered in partnership with the Nebraska Energy Office (NEO), funding will be invested in 
the current weatherization program to enable energy efficient improvements for additional, low-
income families.  Currently, an average of 150 low-income homes are annually being 
weatherized in the LES service territory.  This program will fund an additional 67 homes for 
weatherization.  Current NEO Weatherization Program guidelines permit households to 
participate at the 150% or less poverty level.  According to 2007 US Census data, between 
10,000 to 15,000 households qualify for weatherization assistance at this income threshold.  
Funding for the program would be derived jointly by an investment from LES and matching 
funds made available through LB 1001.  Enacted in April, 2008, the Low-Income Conservation 
Act allows a utility to retain up to 5% of state sales & use tax when the utility matches dollar-for-
dollar to fund a low-income weatherization program. 
 
Home weatherization begins with an energy audit conducted by a trained member of the Lincoln 
Action Program.  Weatherization typically involves sealing up a home’s envelope including attic, 
wall and floor insulation; caulking, duct sealing, weather-stripping thresholds and/or door 
sweeps, repairing broken windows, and inspecting heating and cooling equipment.  Once 
weatherization is complete, a second inspection will be conducted to ensure implementation 
quality. 
 
The NEO states that an average total of energy reduction is 20% to 25% for homes that have 
been weatherized at a cost of $3,000 per home.  Specific average electrical energy and demand 
reduction was not available through the NEO.  However, according to a 2007 Iowa Statewide 
Low-Income Collaborative Low-Income Weatherization Report, 2,119 dwellings realized an 
average annual reduction of 1,300 kWh and 1.7 KW.  This would represent a 13% reduction in 
energy consumption for an average residential customer based on the 2008 LES Load Survey 
Annual Data Report. 
 
Customer Benefits: 
1,300 average kWh savings/year X .0732 (weighted retail average)/year = $95.00/year savings 
in electrical charges. 
Additional savings for reduced natural gas or electrical heating during heating season. 
 
System Benefits: 
84,500 kWh reduction + 110 KW reduction = $2,100 annual System benefit. 
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Program Discussion (Con’t) 
 
Program Title:  High Efficiency Heat Pumps 
 
Total Program Budget:  $250,000 
 
Program Description: 
Promote installations of high efficiency heat pump equipment to reduce LES peak load 
requirements.  Incentives are available to LES residential and commercial customers for 
replacement systems.  The program intention is to encourage the replacement market to pursue 
significant gains in efficiency in 15 to 20 year old heat pumps and air conditioning units. 
 
Payment levels: 

Heat pumps with a SEER rating of 17.00 to 19.99:  $300 per ton. 
Heat pumps with a SEER rating of 20.00 or greater:  $400 per ton. 
(Cooling capacity/12,000 rounded up or down to nearest tonnage X $ incentive) 

 
Potential customers:  714 tons (estimated number of actual customers affected depends 
on projects tonnage size, however, estimates are 240 residences). 

 
 Limitations:   Projects must be 50 tons or less. 

Minimum size of heat pump unit is 12,000 Btuh (ARI specifications) 
 
Customer Benefits: 
Existing customers upgrading from 8 SEER to 17 SEER.  Annual customer benefit incentives + 
cooling savings ($250,000 + $39,640) = $289,640. 
 
Individual Customer Benefit:  Based on customer with 3 ton unit. 
8 SEER to 17 SEER       Annual savings $201 KW savings = 2.4 kWh savings 2,160 
8 SEER to 20 SEER       Annual savings $288 KW savings = 2.7 kWh savings 2,430 
 
Customers would realize greater savings by upgrading from an air conditioner to a 17.00 SEER 
heat pump system, and an additional estimated $400 per residence with a conversion from 
natural gas, or a market savings of $104,006 per year in heating costs. 
 
System Benefits: 
$10,500 annual System benefit, (423,000 kWh reduction + 1,880 KW reduction).
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Program Discussion (Con’t) 
 
Program Title:  Commercial HVAC Maintenance 
 
Total Program Budget:  $100,000 
 
Program Description: 
LES will provide incentive payment to commercial customers that perform HVAC maintenance 
following the program guidelines.  Provisions for participation require HVAC maintenance to be 
provided by a licensed HVAC contractor up to the amount of $200.00 per customer per calendar 
year based on $10.00 per ton of cooling capacity up to maximum of 20 tons for entire project.  
Average payment to customers would be $150.00 with an average participation level of 667 
customers.  Eligible customers will submit a claim form signed by the HVAC contractor and 
participating customer with pertinent equipment model numbers.  Payment will be made directly 
to qualified customers. 
 
Customer Benefits: 
Savings estimates are based on a 10% average efficiency increase gained by performing the 
maintenance and 15 ton capacity. 
 
General Service:  General Service Demand:  Heating Service: 
 
Summer: $172.42 Summer: $  64.51  Summer: $161.66 
Winter:  $  24.86 Winter:  $  11.52  Winter:  $  20.98 
    Demand: $190.08   
             
Total Savings: $197.28   $266.11    $182.64 
 
System Benefits:  
LES would benefit in greater efficiency in the operation of commercial air conditioning.  It is 
expected that a 2.4 kWh average reduction per customer, or 1,600 KW reduction for the entire 
customer base.  Seasonally, LES would realize a 1,920 average summer kWh reduction per 
customer, or 1,280,000 kWh reduction from all customers during the summer.  LES will 
anticipate energy reduction benefits in the winter season of 480 kWh average reduction per 
customer, or 320,160 kWh reductions from all customers during the winter. 
 
1,600,000 kWh reduction + 1,600 KW reduction = $39,360 annual System benefit. 
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Program Discussion (Con’t) 
 
Program Title:  Commercial Lighting Retrofit Program 
 
Total Program Budget:  $200,000 
 
Program Description: 
The program would provide an incentive for customers who want to reduce their energy usage 
and costs associated with lighting.  Incentives would be provided to those commercial or 
industrial customers for lighting efficiency measures, including: 
 

• Installing either T8 or T5 fluorescents in place of high intensity discharge (HID) lighting. 
• Installing or retrofitting T8 fluorescents in place of T12 fluorescents. 
• Installing efficient high pressure sodium (HPS) area lighting in place of Mercury Vapor 

lighting. 
• Installing or retrofitting to energy efficient light emitting diodes (LEDs) in place of 

incandescent exit signs. 
 
This program would only apply to those customers whose lighting is on during peak electrical 
load hours (no exterior lighting).  Incentive payments would range from $10.00 to $75.00 per 
fixture depending on the type and wattage of the fixture being replaced.  The program would be 
capped at $7,500 per customer, per year, with a minimum project size of 10 retrofitted fixtures. 
A site inspection would be conducted before and after the retrofit to ensure that the job meets 
the requirements of the program before the payment is made.  Assuming maximum participation 
in the program based on incentive budget and projected costs, total energy reduction could 
equal or exceed 2,384,000 kWh with a demand reduction of up to 600 KW. 
 
Customer benefit: 
The customer would save from 35 to 225 watts per fixture, depending on the retrofit application.  
This would translate to a savings of 140 to 900 kilowatt hours and an estimated dollar savings of 
$8.40 to $54.00 per fixture, per year. 
 
System Benefit: 
2,384,000 kWh reduction + 600 KW = $58,646 annual System per year. 
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Program Discussion (Con’t) 
 
Program Title:  Systems Commissioning 
 
Total Program Budget: $250,000 
 
Program Description: 
The objective of commissioning is to ensure that all energy use systems and controls are 
operating according to their design.  This includes, but is not limited to, heating and cooling 
systems operating at design ratings, pumps and fans operating at optimal flow rates to 
accomplish their intended function, and compressed air systems optimized to reduce losses and 
improve operating efficiency. 
 
This program has four levels of participation with incentives based on results.  An initial payment 
of $.03 per square foot of building included in the commissioning study, payable on completion 
of the commissioning and analysis study by a licensed Professional Engineer.  The result of this 
study will provide the measures that can be taken to reduce energy use.  Additional payments 
will then be available based on the energy reduction from the recommendations that are 
implemented, as follows: 
 

• $.01/square foot for a 5% reduction; 
• $.02 for a 10% reduction, and 
• $.03 for a 15% reduction in energy use. 

 
The maximum payment that a customer can receive under this program is $.06 per square foot 
if they have the commissioning study completed and then reduce their energy use by 15%. 
 
To qualify, a customer’s building must be greater than 30,000 square feet with an electrical 
billing demand of 100 kilowatts or more.  The maximum amount payable to any customer is 
$60,000. 
 
It is anticipated that 100 projects could be funded under this program, assuming an average 
size of 50,000 square feet and a payment of $.05 per square foot for the study and associated 
energy reduction. 
 
Customer Benefits: 
Energy and cost savings, possibly extended equipment life and potentially freeing up electrical 
capacity for future growth.  An additional benefit might also be a more comfortable working 
environment. 
 
An example would be a customer with a 500 kilowatt monthly demand and a monthly energy 
use of 200,000 kilowatt hours.  If a 10% reduction in both demand and energy was achieved, 
the annual cost savings would be over $15,000, in addition to an estimated $7,200 incentive 
payment toward the cost of implementing the measures. 
 
System Benefits: 
7,884,000 kWh reduction + 2,000 KW reduction = $195,000 annual System benefit. 
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Program Discussion (Con’t) 
 
Program Title:  Commercial/Industrial Energy Efficiency Demonstration Grant 
 
Total Program Budget:  $50,000 
 
Program Description: 
The Grant Program offers the commercial and industrial retail customers the opportunity to 
design a specific energy efficiency program for the specific needs of their individual facility.  The 
annual one time grant will be awarded to the plan that demonstrates the greatest reduction in 
demand and energy.  Customers are encouraged to submit plans that do not duplicate the other 
incentive based programs.  LES will award 1 to 5 grants based on the total number of submittals 
and the total net benefit to the customers and the System. 
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2009 LES Budget Summary 
for the Lincoln City Council 

 
Operating Budget 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Operating Budget reflects our planned operating expenses and is the amount we 
use to track our budget progress.  For purposes of City Council authorization we also 
include the Budget Authorization which is derived by subtracting depreciation (a non-
cash item) from the Operating Budget and adding back debt service and the payment in 
lieu of tax (PILOT). 

The 2009 LES Operating Budget is nearly $3 million higher than the current year’s 
budget.  The chart above shows the “Operating Budget” of $200,978,186 and an 
“Operating Authorization” of $223,792,000. 

The largest increase is in other operating expense because of the rising costs of 
material and supplies.  Steel, aluminum, rubber, concrete and other similar materials 
have seen a 30% price escalation. 

Increased labor and materials costs are also in other operating expenses, but reflect 2.5 
fewer full time equivalent employees for 2009. 

Depreciation expenses have increased by about 2% with the recent additions to 
generation and transmission plant. 
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The drivers of the LES Operating budget are Power Costs at 60.9% and Depreciation of 
our large capital infrastructure at 18.2%.  These two budget components comprise 
roughly 80% of the 2009 budget.  

The Walter Scott #4 unit in Council Bluffs represents a major change in our resource 
portfolio.  It significantly reduces our use of natural gas and, in the long term, will help to 
keep our costs down. 

We continue to face challenges of increasing coal costs and freight rates as well as low 
water conditions at the reservoir serving Laramie River Station. 

The budget also represents an increase in the Energy Voucher Program with Lincoln 
Action Program of $105,000, a total of $218,000.  The LES Administrative Board had 
previously directed the funding level for the program be reviewed whenever there was 
an approved change in LES rates. 

The proposed 2009 budget assumes adding $4 million to the Rate Stabilization Fund.  
This addition makes up the planned $2 million which was not contributed in 2009 due to 
operating expense constraints and adds an additional $2 million to maintain our 
schedule for Rate Stabilization Fund necessary.  The financial modeling for 2009 also 
provides for a year-end debt coverage of 1.86.  This coverage should maintain this 
critical financial target for 2009 

* PILOT (Payment in Lieu of Tax) of $11,140,000 is not included in operating 
expense, however is a required part of the budget request. 

LES 2009 Operating Budget * 
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LES, along with Nebraska Public Power District and Omaha Public Power District will 
join the Southwest Power Pool in April 2009.  It is anticipated this change will provide 
positive operating benefits to LES and finally resolve the issue of long-term regional 
transmission organization participation. 
 
The 2009 budget includes $1.1 million for a new Sustainable Energy Program (SEP).  
The proposed budget is to be distributed among seven programs.  The table below 
summarizes the funding level and anticipated benefits of each program. 
 

SUMMARY OF ALL PROGRAMS 

Program Market 

Annual 
Incentive 

Pool 

LES 
Savings 

(mW) 

LES 
Savings 
(mWh) 

LES 
Savings 

($) 

Customer 
Savings 

($) 
              
Whole House Tune 

Up Residential $150,000 0.211 871 21,438 81,500 
Low Income 

Weatherization Residential $100,000 0.11 84 2,100 6,475 
High Efficiency Heat 

Pumps 
Residential/Small 

Commercial $250,000 1.88 423 10,500 39,640 
Commercial HVAC 

Maintenance Small Commercial $100,000 1.6 1,600 39,700 150,000 
Commercial Lighting 

Retrofit Commercial $200,000 0.6 2,384 52,488 95,360 
Systems 

Commissioning 
Large 

Commercial/Industrial $250,000 2.1 7,884 195,000 500,000 
Energy Efficiency 

Grant 
Large 

Commercial/Industrial $50,000 TBD TBD TBD TBD 

  Totals $1,100,000 6.4 13,246 321,226 872,975 
 
It is anticipated LES could realize a reduction of 6.4 megawatts in demand and 13,426 
megawatt-hours in energy from these programs.  The annual customer savings would 
exceed $870,000. 
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The 2009 LES Capital budget of $44,530,000 is down $23.2 million from the 2009 
capital budget.  The above chart demonstrates that LES capital costs tend to fluctuate 
from year to year, as a function of large generation and transmission projects timing.  
The decrease in 2009 reflects the completion of the Walter A. Scott #4 coal-fired power 
plant and the LES NorthTier transmission projects.  These capital costs are funded 
through long-term debt which can be seen in increased debt service payments in the 
2009 budget. 

The LES customer count will reach approximately 130,142 customers and require a 
total system load of 782 megawatts.  As noted earlier, LES will add about 1,350 new 
customers in 2009.  

On the generation side, LES has completed a multi-year plan to add over $325 million in 
local and regional generation resources.  We have completed the Salt Valley 
Generating Station, a natural gas-fired combined cycle plant in northeast Lincoln and 
the Walter A. Scott #4 coal-fired plant was completed in 2007.  LES expects it will be 
several years before major new generation resources are needed.  In an effort to 
incrementally reduce or delay future generation additions, LES will initiate a Sustainable 
Energy Program. 

In recent years, LES has been under pressure to increase its financial metrics in order 
to maintain its enviable “AA” debt ratings.  These ratings from national financial 
institutions are a primary indicator of proper financial and operational performance.  
These ratings are also an important factor in borrowing costs.  Also with this budget 
LES begins rebuilding the rate stabilization fund, start moving the debt to equity ratio 
back to the stated goal of 70% and to meet a targeted debt coverage of 1.85 or greater.  
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The following charts show history and projections for these ratios. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Debt to Equity Ratio

Debt Coverage Ratio
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Budget Request Summary 
The total budget authorization request for 2009 is $268,322,300, compared to last 
year’s request of $285,712,000.  The decrease from 2008 is primarily a function of 
significantly reduced capital costs. 



2009 LES Budget Review
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September 25, 2008 
 
Lincoln Electric System 
Administrative Board 
Lincoln, Nebraska 
 
Subject: Lincoln Electric System (LES) 2009 Operating and Capital Budget 
 
Dear Board members: 
 
Enclosed for your review is staff’s recommended budget for 2009.  This budget is scheduled to be 
reviewed by the Board’s Budget and Rates Committee on October 10.  The Board will be able to 
discuss the budget at its October Board meeting, but Board action will not occur until the date of the 
November meeting. 
 
This document is being sent to all Board members with the hope that all of the Board Committees will 
be able to meet prior to the budget adoption.  
 
For 2009 we face a number of challenges: 
1. Dealing with volatile fuel costs and rapidly increasing material costs. 
2. Establishing improved financial metrics. 
3. Implementation of new regional power market relationships. 
4. Increasing focus on efficiency, renewable energy, conservation, education, and local research. 
5. Optimizing the operation of resources. 
6. Continuing efforts to reduce rail rates as applied to captive customers. 
7. Continuing challenges of the western drought. 
8. Controlling costs and keeping rates as low as possible. 

 
Dealing with fuel and material costs 
LES encountered significantly increased natural gas costs in 2008 and is concerned about future cost 
increases for coal and coal transportation.  These rising costs are making generation from wind more 
competitive and with the prospect of carbon legislation LES expects to increase its participation in wind 
projects under the Community-Based Energy Development (C-BED) model adopted by the state 
legislature. 
 
Establishing improved financial metrics 
As you recall from the comparative statistics review, there are a couple of areas where LES did not look 
as good as its peers, debt service coverage and debt to capitalization ratio.  Our plan for 2009 is for 
coverage levels of about 1.86 times debt service.  The combination of reduced construction and 
additional funding for rate stabilization will reduce our capitalization ratio and start it trending back to the 
target of being under 70%.  The budget includes an estimated $4 million addition to rate stabilization, 
bringing the total funding to $6 million at the end of 2009.  
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Implementation of new regional power market relationships 
With the end of the MAPP-MISO Seams agreement, it was necessary for LES to consider joining either 
the Midwest Independent Transmission System Operator (MISO) or the Southwest Power Pool (SPP).  
LES and other Nebraska utilities completed evaluations of the alternatives and have agreed to join the 
Southwest Power Pool starting in April of 2009.  This will represent a significant change in operating 
relationships and power markets.  We are currently implementing the hardware and software changes 
and training staff on the procedures used in the SPP market.  We forecast this change to be revenue 
neutral compared to our current operations within the Mid-Continent Area Power Pool and somewhat 
better than the option of participating in the Midwest Independent Transmission System Operator.  It 
will take some operating experience in the SPP market to be able to better estimate power transaction 
prices and the impacts of any transmission constraints. 
 
Increased focus on efficiency, renewable energy, conservation, education, local research 
With the increasing cost of generation fuels and the increased emphasis on climate change, it is 
important for LES to invest in these programs to help lower costs to consumers, remain environmentally 
responsible and to stretch out the length of time that our existing portfolio of resources can meet our 
customers’ power needs.  This budget contains $1.1 million (about 0.5% or retail revenue) for that 
purpose. 
 
Optimizing the operation of resources 
With the completion of Walter Scott, Jr. Energy Center Unit 4 (WS#4) south of Council Bluffs, LES has 
no immediate plans for major generation additions for several years.  In January 2009, the contracted 
power sale to MidAmerican Energy Co. ends, reducing sales revenue from a fixed contract, but making 
the power available to LES to use and sell into the wholesale market.   
 
Continuing efforts to reduce rail rates as applied to captive customers 
As offered by the Surface Transportation Board (STB), the Laramie River Station participants have 
submitted a revised case for rail rate relief to the STB.  All of the filings are complete and we anticipate 
that the STB will make a decision in 2009.  LES staff continues to work with other shippers on federal 
legislative efforts that appear to be gaining traction.  
 
Continuing challenges of the western drought 
Reservoir levels increased from 10% full to over 30% full during 2008 bringing some relief to the water 
situation.  While the challenges are not over, they are reduced compared to the last couple of years. 
 
Controlling costs and keeping rates as low as possible 
The revenue forecast in this budget contains an average rate increase of 4% starting in March of 2009 
which is within the 3% - 6% range we had forecast.  Adoption of this budget does not constitute 
approval of any specific rate change for 2009, but we recognize anyone looking at 2009 budget and 
projections will also want to know our forecast for revenue and rate needs.  
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2009 BUDGET REQUEST 
 
LES’ Operating Budget for 2009 is $200,978,186.  The Operating Budget for 2009 is up about $2.8 
million or about 1.4% from the 2008 budget.  The chart below shows the “Operating Budget” of 
$200,978,000 and an “Operating Authorization” of $223,792,000.  The Operating Budget reflects our 
planned operating expenses and it is this amount that we use to track our budget progress.  For 
purposes of City Council authorization we also include the Operating Authorization which is derived by 
subtracting depreciation (a non-cash item) from the Operating Budget and adding back debt service 
and Payment in Lieu of Tax (PILOT).  It is important to note that any year-to-year budget comparisons 
made in this summary are based on the Operating Budget rather than the Operating Authorization 
unless specifically noted. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As you can see from the chart above, the budget increase is spread among the three components of 
depreciation, other operating costs and power cost.  For 2009, power costs are actually up more than is 
apparent in the chart since the amount of energy produced and generated in 2009 is 10.5% less than in 
2008 due to the end of the contract sale to MidAmerican.  Depreciation is higher with the addition of 
utility plant. The other operating expenses for 2009 are up about $1.38 million, including an additional 
$105,000 for an expanded energy voucher program. 
 
 

Power Supply, 1.4%
Administration, 1.5%

Consumer Services, 4.0%
IT, 1.9%

Corporate Services, 4.2%

Financial Services, 1.8%

External Transm., 0.9%
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LES 2009 Operating Budget
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Power costs comprise 60.9% of the 2009 budget, while depreciation (also largely related to power plant 
investment) comprises 18.2%.  The other operating expense makes up 20.9% of the LES operating 
budget.  With power costs such a large percentage of the total, any fluctuation in fuel or transportation 
and/or purchased power from other utilities, will have a significant impact on the budget as was 
evidenced during 2008. 
 
Staff Levels 
As the Board knows, we have made significant internal organizational changes during 2008.  We 
expect the restructuring will allow LES a better ability to meet challenges of an aging work force and 
ever increasing regulatory requirements.  On a full-time equivalent basis, the 2009 budget has a 
reduction of 2.5 FTE.  On the design and construction side of LES, our philosophy has been to staff for 
base load levels and contract above that.  Therefore, in times of slowing customer growth, we would 
adjust by reducing the amount of contracted work.  An exception to that approach is in tree trimming 
where we have found it cost effective to contract for a majority of the base load need.  From the 
American Public Power Association (APPA) comparative statistics, LES’ ratio of customers to non-
generation staff very closely tracks peer utilities as shown in the following chart.  (The chart shows our 
numbers through the 2009 budget although we only have survey numbers through 2006. On this chart, 
the higher numbers are better.) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
An important component of the budget process is to make comparisons which indicate the continuing 
efficient operations of LES.  This is done with information compiled by the American Public Power 
Association.  Those comparisons indicate that LES’ A&G expenses are typical of other public power 
utilities and LES’ power costs and O&M expenses are significantly below the average of other public 
power utilities.  Therefore our rates are lower than the average of public power utilities and even further 
below the average of all U.S. utilities. 
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Capital Budget 
LES’ Capital Budget for 2009 is $44,530,000.  The Capital Budget represents a decrease of $23 million, 
or 34%, from 2008 due primarily to the completion of some large transmission and substation projects.  
LES’ Capital Budget has large fluctuations year to year because of the intermittent nature of large 
generation and transmission projects. 
 
LES has long used a low cost, legacy Customer Information and Billing System.  While the operating 
costs are low, we recognize significant limitations in being able to use “smart grid” technologies or 
offering customer billing and rate programs that encourage cost effective energy use.  During 2009 we 
plan to study the cost and benefit tradeoffs of moving to a more modern system.  A new Customer 
Information System or pursuing one of the various types of advanced metering infrastructure could 
become future capital investments. 
 
In total, the Budget Request for 2009 is $268,322,300, a reduction of $17.4 million compared to the 
request of $285,712,000 last year.  
 
Please let me know if you have any questions. 
 
Terry 
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Operating Plan 2009
Assumptions

Fund Rate Stabilization – with $4 million.

Gain experience in Southwest Power Pool Market.

Establish sustainable energy program with $1.1 
million contribution.

Four percent rate change effective March 1, 2009.

No additional Long-Term Borrowing for Capital.
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Operating Plan
Overview

• Revenues

• O&M Expenses

• Construction Expenditures

• Financing
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Budget Request Summary20
Budget Summary

OPERATING BUDGET (including PILOT) 212,118.2
   Less Depreciation & Amortization (36,653.1)

$175,465.1
DEBT SERVICE
   2002 Bonds 15,718.5
   2003 Bonds 8,655.7
   2005 Bonds 5,615.7
   2007A Bonds 4,549.2
   2007B Bonds 11,407.4
   Commercial Paper & AFUDC 2,380.5

48,327.0

CAPITAL BUDGET
  Previously Authorized Projects 12,546.0
  2008 Construction of Previously Authorized Projects 3,338.0
  Currently Authorized Projects 49,747.2
  2008 Construction of New Authorizations 41,192.2
  2008 Construction Cashflow/Appropriations Request 44,530.2
Authorization Carryover to 2009 17,763.0

TOTAL BUDGET REQUEST $268,322.3

CASH RECEIPTS
   Operating Revenue $256,681.3
   Interest & Other Income 1,741.4

$258,422.7

To be provided from current or borrowed funds 9,899.6

TOTAL SOURCE OF FUNDS $268,322.3

SOURCE OF FUNDS

BUDGET REQUEST

         (Amounts in Thousands)



Comparative Revenue & Expense Statement21
Budget Summary

Var. Amt. Var. %
Restated (c)  Proposed 09 v. 08 09 v. 08 Var. Amt. Var. %

2007 2008 2008 2009 Restated Restated 09 Bgt v. 09 Bgt v.
Actual Budget Forecast Budget   Budget Budget 08 Frcst 08 Frcst

REVENUE
  Retail $201,694,051 $211,211,000 $207,199,832 $230,257,000 19,046,000          9.0% $23,057,168 11.1%
  Wholesale 19,700,181                31,215,594                33,174,845               21,937,488             (9,278,106)           -29.7% (11,237,357) -33.9%
  Wheeling/Other 4,011,997 3,132,399 3,414,502 4,486,835 1,354,436 43.2% 1,072,333 31.4%
    Total Revenue 225,406,229              245,558,993              243,789,179             256,681,323           11,122,330          4.5% 12,892,144 5.3%

OPERATING EXPENSE
  Purchased Power 63,827,225                61,449,347                65,590,475               67,194,298             5,744,951            9.3% 1,603,823 2.4%
  Production Power 54,173,659                60,236,443                57,505,053               55,119,916             (5,116,527)           -8.5% (2,385,137) -4.1%
  Operations 8,990,237 7,575,676 7,594,533 7,892,383 316,707               4.2% 297,850 3.9%
  Maintenance 4,933,732 4,261,318 4,089,364 4,249,744 (11,573)                -0.3% 160,381 3.9%
  A&G 22,720,382 28,793,945 26,861,824 29,868,792 1,074,847            3.7% 3,006,968 11.2%
  Depreciation 32,953,331 35,896,627 35,681,126 36,653,053 756,426 2.1% 971,927 2.7%
    Total Oper. Exp. 187,598,566 198,213,356 197,322,375 200,978,186 2,764,830            1.4% 3,655,811 1.9%

NET OPERATING REVENUE 37,807,663 47,345,637 46,466,804 55,703,137 8,357,500            17.7% 9,236,333 19.9%

OTHER EXPENSE/INCOME
  Interest Expense 31,811,710 32,375,077 31,451,546 31,512,743 (862,334)              -2.7% 61,197 0.2%
  AFUDC (a) (3,135,670) (1,263,040) (1,034,665) (459,090) 803,950               -63.7% 575,575 -55.6%
  Amort. Disc./Iss. Exp. 55,503 48,972 240,444 483,932 434,960               888.2% 243,488 101.3%
  PILOT 9,756,156 10,200,000 10,017,763 11,140,000 940,000 0 1,122,237 11.2%
      Total Other Expense 38,487,700 41,361,009 40,675,088 42,677,585 1,316,576            3.2% 2,002,497 4.9%
  Interest Income 4,359,515 4,968,330 1,974,258 1,741,416 (3,226,914)           -64.9% (232,842) -11.8%
  Total Non-Operating Exp/Inc 34,128,185 36,392,679 38,700,830 40,936,169 4,543,490            12.5% 2,235,339 5.8%

Income Before Contributions 3,679,478 10,952,958 7,765,974 14,766,968 3,814,010            34.8% 7,000,994 90.1%

Contributed Capital (b) 5,160,882 6,907,000 6,437,000 1,222,000 (5,685,000)           -82.3% (5,215,000) -81.0%

NET REVENUE $8,840,360 $17,859,958 $14,202,974 $15,988,968 (1,870,990)           -10.5% 1,785,994 12.6%

Employees (Full-Time Equivalents) 458.8 460.3 457.8

(a) Allowance for Funds used During Construction (c) Restated to reflect reorganization changes (Corporate Services, Energy Delivery)
(b)  Customer Contributions in aid to construction (d) Includes 9.1% rate increase effective 9.1.08



Comparative Operating Expense Statement22
Budget Summary

(by Expenditure Type)

2008 2009 VARIANCE
BUDGET BUDGET AMOUNT PERCENT

Operation Cost
Payroll 25,656,325 26,518,650 862,325 3.4%
Travel, Training & Local 917,563 916,064 (1,499) -0.2%
Membership & Publication 318,510 342,656 24,146 7.6%
Purchases/Outside Services 12,852,923 13,759,776 906,853 7.1%
Material 1,103,530 1,449,879 346,349 31.4%
Transportation 943,837 1,068,300 124,463 13.2%
Clearing/Chargeback/Credit (3,722,706) (3,872,027) (149,321) 4.0%
  Subtotal - Controllable Operation Costs 38,069,982 40,183,298 2,113,316 5.6%

Employee Cost
FICA 1,570,300 1,607,400 37,100 2.4%
Employee Benefits (net) 3,393,469 3,533,614 140,145 4.1%
  Subtotal - Employee Cost 4,963,769 5,141,014 177,245 3.6%

Power Cost (w/o payroll, travel, etc.)
Generation Fuel 13,056,530 6,983,930 (6,072,600) -46.5%
Purchased Power 61,591,000 67,324,800 5,733,800 9.3%
LRS Power 28,329,982 28,051,000 (278,982) -1.0%
CB4 MEC 13,699,866 13,897,496 197,630 -
LRS/MINT/CB4 Transmission 2,045,600 1,986,220 (59,380) -2.9%
  Subtotal - Power Cost 118,722,978 118,243,446 (479,532) -0.4%

Other Cost
Depreciation (including vehicle) 36,456,627 37,410,428 953,801 2.6%
  Subtotal - Other Cost 36,456,627 37,410,428 953,801 2.6%

   Total 198,213,356 200,978,186 2,764,830 1.4%
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Budget Summary

2008 2009 VARIANCE 2009
BUDGET BUDGET AMOUNT PERCENT % of Total

Power Cost 118,722,978 118,243,446 (479,532) -0.4% 58.8%
   (w/o payroll, travel, etc.)

Depreciation (including vehicle) 36,456,627 37,410,428 953,801 2.6% 18.6%

Employee Costs 30,620,094 31,659,664 1,039,570 3.4% 15.8%

Other Operation Costs 12,413,657 13,664,648 1,250,991 10.1% 6.8%

                                  Total 198,213,356 200,978,186 2,764,830 1.4% 100.0%

(by Expenditure Type)
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Budget Summary

Var. Amt. Var. %
Restated (b)  Proposed 09 v. 08 09 v. 08 Var. Amt. Var. %

2007 2008 2008 2009 Restated Restated 09 Bgt v. 09 Bgt v.
Actual Budget Forecast Budget   Budget Budget 08 Frcst 08 Frcst

POWER COST

  Purchased Power 63,827,225 61,449,347 65,590,475 67,194,298 5,744,951      9.3% 1,603,823 2.4%
  Production Power 54,173,659 60,236,443 57,505,053 55,119,916 (5,116,527)     -8.5% (2,385,137) -4.1%
    Total Power Cost 118,000,884 121,685,790 123,095,528 122,314,214 628,424         0.5% (781,314) -0.6%

ENGERGY DELIVERY

  Operations 10,821,072               -                    -                 -                  -                 - 0 -
  Engineering Services 1,791,094 0 0 0 -                 - 0 -
  Energy Delivery 12,612,166               10,077,850       10,008,593     10,383,407     305,557         3.0% 374,814      3.7%
  TMSIC/Transmission 1,311,803 1,759,144 1,675,304 1,758,720 (424) 0.0% 83,416 4.7%
    Total Energy Delivery 13,923,969               11,836,994       11,683,897     12,142,127     305,133         2.6% 458,230      3.9%

ADMIN. & GENERAL -                 

  Administration 9,968,695 7,958,395 6,715,350 6,845,287 (1,113,108)     -14.0% 129,937 1.9%
  Corporate Services 0 7,861,077 7,478,514 8,514,629 653,552         8.3% 1,036,115 13.9%
  Power Supply 2,518,338 2,570,103 2,530,529 2,800,704 230,601         9.0% 270,175 10.7%
  Financial Services  4,384,704 3,724,454 3,578,000 3,683,716 (40,738)          -1.1% 105,716 3.0%
  Consumer Services  5,848,645 6,679,916 6,559,431 8,024,456 1,344,540 20.1% 1,465,025 22.3%
    Total A&G Expense 22,720,382 28,793,945 26,861,824 29,868,792 1,074,847      3.7% 3,006,968 11.2%

-                 
DEPRECIATION 32,953,331 35,896,627 35,681,126 36,653,053 756,426         2.1% 971,927 2.7%

TOTAL OPERATING EXPENSE (a) $187,598,566 $198,213,356 $197,322,375 $200,978,186 $2,764,830 1.4% $3,655,811 1.9%

(a) PILOT not considered operating expense
(b) Restated to reflect reorganization changes (Corporate Services, Energy Delivery)



Debt Coverage
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Budget Summary

2007 2008 2008 Proposed
Actual Budget Forecast 2009 Budget

Revenue $225,406,229 $245,558,993 $243,789,179 $256,681,323
Oper. Exp. (a) 154,645,235 162,316,729 161,641,249 164,325,133
  Sub-Total 70,760,994 83,242,264 82,147,930 92,356,190
Interest & Other Income 4,359,515 4,968,330 1,974,258 1,741,416
Available for Debt Service from Operations 75,120,509 88,210,594 84,122,188 94,097,606
Rate Stabilization Fund Use / (Addition To) 2,000,000 (2,000,000) 0 (4,000,000)
Total Available for Debt Service 77,120,509    86,210,594    84,122,188      90,097,606                

Bond and Other Interest (b) 28,676,040 31,112,037 30,416,881 31,053,653
Bond Principal 13,953,332 14,333,332 14,333,332 17,273,333
  Debt Service $42,629,372 $45,445,369 $44,750,213 $48,326,986

Debt Coverage 1.81 1.90 1.88 1.86

(a) Excludes Depreciation 
(b) Includes Bond Interest, Commercial Paper Interest and Allowance for Funds used During Construction.



Capital Budget Summary26
Budget Summary

               (Dollars in thousands)
BUDGET

DESCRIPTION AMOUNT

DIRECT COST:
 Transmission & Distribution:
  Transmission $6,000.0
  Substation 5,657.0                  
  Distribution Overhead 5,930.0                  
  Distribution Underground 9,489.0                  
  Waverly 151.0                     
  Street Light 75.0                       
     Subtotal Transmission & Distribution $27,302.0

 Power Supply
  Power Supply 6,215.0                  
    Subtotal Construction $33,517.0

  General Equipment $3,576.9
  Transportation Equipment 1,024.5                  
     Subtotal Equipment $4,601.4

       Total Direct Cost $38,118.4

INDIRECT COST:
  Administrative & General $216.1
  Engineering Cost 6,195.7                  
     Subtotal Indirect Cost $6,411.8

       TOTAL $44,530.2

 Estimated Contributed Capital (1,222)



Administration
Executive Office

Customer & Corporate Communications
Internal Auditing
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Administration
Purpose and Functions:
• Administration is responsible for management of 

LES, for ensuring that LES carries out its mission, 
and for coordinating and communicating with the 
LES Administrative Board, the Mayor, and the 
Lincoln City Council. 

• 12.7 employees
• Executive Office (5.0)

– Legal
– Legislative & Regulatory
– Strategic Direction

• Customer & Corporate Communications (5.7)
• Internal Auditing (2.0)

28
Executive Office



Administration 2009 Goals29
Executive Office

• Finalize LES membership in the Southwest Power Pool
• Improve community understanding and awareness of LES
• Improve financial metrics
• Secure funding for and implement a sustainable energy 

program
• Analysis of climate change issues and proposal
• Support economic development activities
• Federal legislation to achieve fair and reasonable rates for 

freight rail customers
• Evaluate opportunities for investment in carbon-free 

generation resources
• Expand the enterprise content management program.
• One-year review of organizational changes (Corporate 

Services and Energy Delivery)
• Review systems related to “smart grid” technologies



Administration Budget Summary 2007 – 2009
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$4.228

$2.998

$1.718

$1.043

$2.761
-4.1%

-41.0%

$1.362

$2.866

$1.306

$1.692

Capital $34,000               $44,000                  $0

Employees FTE       11                        14 13
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09 vs 08
-29.1%



• Advertising in 2009 is reduced by $146,600

• Internal Audit staffing is reduced by one FTE
– Position was vacated in 2008 and will not be filled 

in 2009

• Customer & Corporate Communications will develop 
educational and informational materials to support 
the Sustainable Energy Program

Administration Key Budget Items31
Executive Office



Information Technology
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Information Technology
Purpose and Functions:
• Develop and operate information systems to support 

LES’s mission and operations. Serve and support 
the IT needs of all divisions and employees.

• 33.0 employees
– VP/CIO (1.0)
– Business Information Systems (7.0)
– Engineering/Control Info Systems (6.0)
– Enterprise Resource & Planning (5.0)
– IT Infrastructure (13.0)
– IT Security (1.0)

33
Information 
Technology



Information Technology 2009 Goals34
Information 
Technology

• Support Enterprise Content Management (ECM) initiatives
• Move files and folders to SharePoint managed structure
• Begin Lotus Notes to Microsoft Exchange migration to 

improve email management

• Data Center Reconfiguration
• Plan to move servers and data to a primary/backup site 

configuration
• Sites depend on Facilities Utilization Master Plan

• Customer Information System (CIS) replacement study
• Review business needs and technical feasibility of replacing 

mainframe legacy CIS

• IT Governance
• Complete initial phases of COBIT framework (Control 

Objects for IT and related Technology)



Information Technology 
Budget Summary 2007 – 2009
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$3.731 $3.847

$0.989

$2.883

$3.872

+3.2%

+2.8%

$2.641

$1.090

$2.726

$1.121

Capital $722,200          $1,481,700          $642,000

Employees FTE     35.0 32.5 33.0
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09 vs 08
+3.1%



Information Technology Key Budget Items

• No significant budget changes
– Normal growth in systems, support and workload

• Employee mindset in moving to managed content
– Change “how we do things” with files and e-mail

• IT mindset in formalizing our processes and controls
– Change “how we do things” in IT governance
– Standards for change control, project 

management, testing, …

36
Information 
Technology
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Corporate Services
Purpose and Functions:
• Corporate Services is responsible for those internal 

functions that support LES employees’ needs and 
operational requirements.

• 60.0 employees
– Administration (2.0)
– ECM/Business Processes (4.0)
– Safety & Training (6.0)
– Infrastructure (Facilities, Purchasing/Stores, Tool 

Room, Office Service) (32.0)
– Human Resources (6.0)
– Transportation (10.0)
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Corporate Services 2009 Goals
• Implementation of Facilities Utilization Study 

recommendations
• Roll out new Safety Incident Review and Incentive Program
• Begin a voluntary Wellness Program for all LES employees
• Address infrastructure repair requirements (SVC roof, fuel 

island, etc.)
• Complete Vehicle Utilization Study
• Enhance training development and tracking programs
• Complete Policy, Program and Process development effort
• Enhance LES Recycling Program
• Begin efforts to move critical Control functions out of the 

flood plain
• Finish window installation at LEB
• Develop metrics to measure CO Business Plan 

effectiveness

39
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Corporate Services Budget Summary
2007 – 2009
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$7.861
$8.515

+7.5%

+9.1%

$3.763

$4.098

$4.044

$4.471

Capital $0                    $0               $2,413,725

Employees FTE         0                    59.0                 60.0
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09 vs 08
+8.3%



Corporate Services Key Budget Items
• Corporate Services Division was established in 

March 2008

• Examined role and scope of responsibility

• Developed Business Plans

• Added Transportation and Tool Room 
Departments to CO Division

• Initiated Facility Utilization Study

• Developed our first budget

• Met day-to-day requirements (building 
maintenance, vehicle management, HR and 
Safety issues, etc.)

41
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Power Supply
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Power Supply
Purpose and Functions:

• The PS Division is charged with the delivery of bulk 
electrical power to the Lincoln service area.

• 61.0 employees
– Resource and transmission planning
– Construction and acquisition of generating facilities
– Coordination and evaluation of transmission  

access
– Short and long-term wholesale energy transactions
– Fuel purchasing and delivery
– Operation and maintenance of local generating 

facilities
– Environmental and Energy Regulatory Compliance

43
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Power Supply 2009 Goals

• Southwest Power Pool membership startup

• Initiate 8th & J major maintenance

• Develop additional DEC central facility

• Develop Generation Apprentice Program

• Reorganize LES Environmental Department

• Add new renewable resources

• Resolve aging transmission facility issues

• Identify Sheldon Station repower options

44
Power Supply



Power Supply Budget Summary
2007 – 2009
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140.0
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Expense
Other Operating
Expense

$114.373

$127.101

$5.098

$108.888

$126.191

+0.5%

+4.9%

$120.493

$5.366

$121.075

$5.627

Capital $72,300            $241,850              $47,000

Employees FTE     58.0                    58.0 61.0
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Power Supply

09 vs 08
+0.7%

Other     $0.387                         $0.332                 $0.399 



Power Supply Key Budget Items
• Spring base-load three-unit outage

• Southwest Power Pool startup 4/1/09

• Continued natural gas price volatility

• Integration of new wind resources

• Decision from Surface Transportation Board in 
rate case

• Ongoing coal and coal freight cost increases

• Continued escalation in generation resource O&M 
labor & materials

• Impacts of potential energy legislation

46
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Financial Services
Purpose and Functions:
• Financial Services is responsible for accounting and 

financial reporting, debt management, investments, 
risk management, tax compliance and reporting, 
payroll, accounts payable, budgeting and financial 
relationships with banks, auditors, rating agencies 
and investors.

• 12.0 employees
– General Accounting  (7.0, including 4 professional 

accountants)
– Financial Services (2.0)
– Risk Management (1.0)
– Administration (1.0)
– DEC and NUCorp (1.0)
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Financial Services 2009 Goals49
Financial Services

• Maintain debt service coverage with a minimum of 
1.90 as calculated in the ordinance measured at the 
end of the year.

• Achieve and maintain a 70/30 Debt to Equity ratio 
measured at the end of the year.

• Maintain minimum 60-day cash reserve in operating 
fund measured at the end of the month.

• Complete and maintain flow charts under SAS 112 
required for Virchow Krause.

• Review budget process in conjunction with corporate 
financial analysis system to develop a more 
automated efficient system.



Financial Services Budget Summary 
2007 – 2009
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$3.724 $3.684

$3.202

$1.974

$5.176

+4.2%

-2.6%

$0.822

$2.902

$0.858

$2.826

Capital $100,900              $20,000              $10,000

Employees FTE    32.0                    12.0 12.0

50
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09 vs 08
-1.1%

(Including FICA  tax)



Financial Services Key Budget Items

• With the reorganization in Corporate Services, 
Purchasing and Office Services moved from the 
division.

• Reorganization within Financial Services will move 
the analytical, treasury, debt and budget functions 
plus special projects to the Financial group. The 
accounting and financial reporting plus payroll and 
accounts payable will stay in the Accounting group.

• Payroll is up on budgeted salary increases.  
Insurance costs continue to decline with turmoil in 
the market.

51
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53
Consumer Services Consumer Services

Purpose and Functions:

• CS is charged with the duty of successfully managing 
the business relationship between our retail 
consumers and the Company.

• 69.1 FTE’s
– Administration (2.0)
– Rates, Forecasting & Load Research (6.0)
– Energy Services (11.0)
– Consumer Account Services (28.6)

• Billing, Customer Accounting, Customer Service and Consumer 
Credit

– Meter Services (21.5)
• Meter Installations, Maintenance and Usage Readings



Consumer Services 2009 Goals

• Increased customer contact, dialogue and 
intelligence

• Sustainable Energy Program

• Customer satisfaction

• Rate methodology refinement

• Electronic customer service development

• Economic development 

• Division operational efficiency

54
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Consumer Services Budget Summary
2007 – 2009
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$6.680

$8.024

$1.964

$3.933

$5.897

+1.9%

+57.8%$2.180

$4.500

$3.441

$4.583

Capital $78,350             $15,700              $139,995

Employees FTE     62.1                   69.1 69.1
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• Addition of $1,132,500 in Sustainable Energy 
Program

• Addition of $105,000 in Energy Vouchers

• Reorganization of Meter Reading & Meter Shop to 
Meter Services

• Addition of $125,000 in capital budget for study to 
integrate electronic billing and service & systems 
operations

Consumer Service Key Budget Items
56
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Energy Delivery Division58
Energy Delivery



Energy Delivery
Purpose and Functions:
• Responsible for the Planning, Design, Construction 

and Operation of the LES Transmission & 
Distribution System from the generating station to the 
customer service point.

• 210.0 employees
– T&D Design (16.0)
– T&D Construction (82.0)
– Substations (38.0)
– System Operations (36.0)
– GIS & CAD Systems (20.0)
– System Planning (6.0)
– Internal Operations (12.0)

59
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Energy Delivery 2009 Goals

• Continue transmission ROW reclamation

• Implement Substation Transformer Management 
Strategy

• Implement GIS redundant system

• Finalize transmission routing process review

60
Energy Delivery



Energy Delivery Budget Summary
2007 – 2009
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61
Energy Delivery

09 vs 08
+3.0%



Energy Delivery Key Budget Items

• Division Reorganization

• Reduction of 5 FTE’s

• Increased effort on NERC requirements compliance

62
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2009 Construction Highlights

• 56th & I-80 Sub

• Upgrade 70th & Calvert Sub

• NPPD 345kV bay at NW 68th & Holdrege

• Construct 9 miles of 12kV feeders

• Relocate about 4 miles of line for Road Projects

• Rebuild 115kV line near 20th & Pioneers

• Service Area Adjustment (8 sq. mi, 500 customers)
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2009 Capital Construction Budget 
Overview 

2007 2008 2009 Variance % Variance

Description Actual Budget Budget 2008/2007 2008/2007

Transmission $8,202 $21,019 $6,000 ($15,019) (71%)

Substation 6,820 6,641 5,657 ($984) (15%)

Overhead Distribution 2,814 6,907 5,930 ($977) (14%)

Underground Distribution 9,275 10,217 9,489 ($728) (7%)

Waverly 255 188 151 ($37) (20%)

Street Light (222) 106 75 ($31) (29%)

Power Supply 42,911 12,046 6,215 ($5,831) (48%)

Total Capital Construction $70,055 $57,124 $33,517 ($23,607) (41%)
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