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0 Due From Central Monrana Fleceric ¢ > 645,165
“TIRvETaents in Assechred Organizuions 64,722
Toad Oty Asseey and Investmena - 7{9.887
Cash - Opcration © 831,044
Acceunts Receivable - Mombas o 4,685,282
Accounts Rewcivahle - Depasies & .01
Due from SMI ¢ T 1662308
Aécounts Rocevahle - Ochier - £l -
Avcruad Interest Reccivable : -
Prepaid Expenses 24,895 .
Clauficaws of Deposic ey : ) -
7
x M“‘”"w&' 1.859.715
T Current Assers i : 153351
BRI SN R T N AP S I R IETE S SRR CL I C
“Prepaid % arer Rights 1,186,062
Rent Deposit 6,400
Prepaid Transmission Deposies 358,600
Pecliminary Surveds and Invostigations 20,638,169
Quher Dederred Debir - e Line: 338275

ASSETS

Oflice Equipment
Automebile
Telemenry Tquipient
fotal Property & Equipmane
Accumulated Depreciation

Toral Fixed Asswers

S 73547
39580
275104
390,231
{233.750)
136,481

e e e et R

TFotal Projecr Avwers
-. —"—_——"W

FOTAL ASSETS

Membesships

Parronage Capical”

_Capital - Project Developmen
Toral Equity '

LR BRI AN RS B AS A S Ik ST

- Accounts Payable

Accrued Comperated Absences

e, 12927 304
g el

£32,547,22%

- LIABILITIES & EQUITY

$ 3.000
8,580,761
13.702.712
22.286.473

GA2HAES

[

24,389

S, 1,243,330

Lincot Credic - First Interstate Band:

Taedd Long ferm Liabilitios

TOTAL HIABILITIES & BOULTY

a - e —_G Y § b ra v e -
AMember Deposirs PRt W3 DR e 2337074
” e im0 TP N T " -
Toral Current Liabilizies - 10,250.891
CE RIS SRR IS SRS AL I
e aan - Fies dtersaate Bank 29.859
29,859

$32.547.223

B

¥

S 30662
35.600
27514
2341366

(223,381}
SAITA8S

688,754
L 23806
712557

2,759,108
3.167.060

359,604
2.889
;21163
365,712

6,875,536

973.211
1,400
358600

4 e

M~ 16577934

374,718
18,287.863

$25,903,4931

3 3.000
8,279,267

6,109,394
15035,

6124519
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Llewtric Power and Eaergy Revenne - 336,033,344 CS30774.630

: I T I
Cost of Puwer Purchases SRR 27.266.172 22003280
Tran-aaision Service Tarilh ' - ' . [OCYR I I ‘ ) 6.26-1.086
Tol Cost of Power ' )61 ' 28,457,366
Nt Operating Resenue ' 2255385 2.317.264
LR S R A :
Merering lelephone Txpense S 42799 38,209
Salarics and Wage. , : : 330730 321,536
Oftice hupplics and Expensés’ . 35.908 : 25,357
Ousside Serviges- Legal : _ : 2265045 T ACOCT R 186,983
Ouriide Services - Audicand Acccunting . 39532 - 47,351
Quuside Services - Marketing and Adminiscration . 41,087 89962
Quuside Services - Englucering o, ' BT ) 8,363
Inwsance Fxpensg: S : o oe = 10,480
Fraployee Petsion and Benefity 123548 i ) C1U9.048
trustee Foos and Fypenses se ) . 33570 1233164,
Aveociarion Dues S T 0T : §2.378
Seatf Tiavel and Other o 51389 101,256
Cosputate, Geaeral, and Aderinistraton im0 367 3 FETR L3616
Teprecition id Anortizadon o ‘ 78.260 . o 75867
Tixen - Payroll ' ‘ 22,591 L 23470
Operating Costs Allacated w Prefimmarny Survevs : (71337} 112319)
* Towal Operating Expense 0 7 o i COLI80,203

Operating Margin, betore Parronage ;
Capital Credits and *on-Openaring Margins 1,009,180 ) 1,190,289

SR A

Clmercic Income 120,182

Patrenaze lncome

Othier Tnces - NoahWestern Refund
{Cilubn!‘\rql E’,.\‘pc:\\:rs ML
Retmbunements and Bitlaible Bxpenses

Setdement - CME v

e T e
Tnverenr Expense - Momber Dieposics

Towal Nen-Opcrating Nargins

NET MARGINS



Mr. Faicerski is the Program Manager for the Briurgy Promotion
and Development Division (EP1) - in the Montna Department
-of Commerce, The Division was funded by HB 2'in May of 2007
‘and EPDY is hard at work developing Montanas vast energy re-
sources. EPD's focus at this time is developing electricity trans-
mission projects that can access: Montana cuergy resource areas
and move power 1o load centers in the West.

Prior to 1aking this new position, Mr Kaiserski worked as a Senior
FEconomic LYevelopment Specialist with Governnr Schweitzers
~Ofhee of Economic Dcvclopmcni where he concentrated on en-
csgy development. . Mr. Kaiserski has travdled around the region
presenting information on energy policy which promotes devel-
oping of all of Montanas energy opportunities. This includes
emphasis on developing wind, bio-fuels, coal, oil and gas energy
“sources that eastern Montana has in abundant supply which is one
“of the keys to nationat energy independience and revitalizing the
‘economy of eastern Montana. S ‘

Mr. Kaiserski grew up in Los Angeles and has a bachelor’s degree
in earth science from Montana State Univenity in Bozeman. Pri-
or [0 coming on boatd with Governor Schweitzar'’s office in Janu-
“ary 2005 he warked for 7 years as the Economic Development
Coordinator for the Beartooth RC&1Y, a regional economic and
" conuniiity developmint organization that serves a five councy
region around Billings, Monzana. Mz Kalserski abo worked as a
cammunity planner in Moatana for over 10 years. Mr. Kaiserski
is married to wifc Teresa and has four children ranging in ages
from 10 to0 20. ' ‘




- Purwant 1o noti.v. a meerivg of the Membership of Southri Montana Elecrric Generation and
*Transmision Coopenreive, Inc., was scheduled and bwdd a0 525 Thomas Parob Cenrer, 2053
Woady Drise, Billings, Moniana 59101, on Fridav’ Macch 21, 2008, The sprosenaiives of
the vy ..n.lw.t\ WS PR o the mwcting fobna Prinki
(Bezniwoth Flectricy; Coleen Ralzazint (Ciry - £ Grear Falhy; Jor Dirkson {fe feceri, Bl
FieGerald (Mid-Yollowstone: Grliard Huhu {Torgue River Flecerivks and [igee ] sy {Xel-

" owsrone Valley Electng).

The reprosentazing. v

erit Bill FirzGerald aalled the smiceting o order at approximarely 2:15 AM. followed by che
e of Allegiance, e welcomed the foliowing gacs: Brian Altsun Bonnevilic Pover Ad-
gednistration); Robere Harri (Weaern Arar Power Admisniserarion): Denver Schiacppt (RUS
1 inda Lowts (CFCly Shardd Mayo “PPLE - Seeve Lehnaa Cronley Law Fian); Russell Maban
Him Reno (Yellowstone County Conunissioner); and Rick Matusiak (CPAL

President FitzGurald called on Joha Prinki: tor the invocation. He then designawd Mike M-
Carrer recording seerctary for the meeting,

repuried that reproeatinive o all memben were prosens and

Joe Dirkson. Secrerasy/ Freasurer,
He then read the Nosice of the Fifth Annual Meeting of the

that they comstituted 2 quoram.

Menthers o Southern Montana Flocrric Generation aud Transnussion Cooperative, [ne. and the
1 8

Poot it Cerr

teare of Due Mailing of Notc: of Anndal Mcecting.

John Prinkid moved thar the Members dispense with the wading of the minuw of the Masch
17, 2007, Fourch Aanual Mecing, as < oeeh i the 2008 Aol Report, and approve the
minutes of that aieenng, Dave Kelvy secondud the motion. e moton carnied by unanimous

YOrc,

i the dtfairs of SN

President FiezGaer b then gase his report regard
following poiats: )

"o At che close of 2007 SN fad good marging and adeguate fund-
» S\ME continue- 10 seek an alernative. agford slvie source of funid

sunce H004 b tages are \ml among the Jowest in the Unteed Seres snd zgﬂ.\ e
Teis than for Nosthwesiorn Freegy reddenzial custome.. -
* The HGS project still saes chalfenges but the ko to sieees i o mices thine dullenge:.
President FizGerald then murned the mecting over 10 Genesal Masager T Gregori.

iwes for their work the pre-
ec i the path of rthe Highwood Generation Suaion,

Hc upurml har dnpm by
3\11 is our the verge ol cansinicting che 13 « member owne.
which will provide a clheam, refiable sousce o affardable power for SMFY micaiwr.. He noted
rhar the project has talien longee dhan SME would have liked and thacdhis goal of covisomnen-
salizs is to impede progiess. He told dic audience thar Duane Urqubart is #H bursenta mosage
saving char the Urquhart tamily- continuc: 10 ~=:ppon the project.

i generation facility in Monana.

Manager Grogort then listed the project succvwes. including dhe issmance of the Air Qualiny
Peruir. 3 fvorable Re v of Decision from RUS, iwnan o ot 2 solid waste doposal ficenaz. e
Cottte 0f agiremiciies far ravs, potable and waste water apicements berween MM and the ciry of
s Genenation lutegration Agicoment with Northwosern e

Crear Falls. exearion af a L 2
conplaion amd cxecetion ot a Project Labor Amcemics with Montana uniany, ceeangion of 3

Mesonndum of Undenianding for upzmn

and spinaing reseeves, and resoning of the Salem

-ire jor heavy indusertal e,

tic then pase 4 power point proventazion. Among the poings h‘ made during the proscizanion

wer v hllm-qno

« A dfisparch ciozve tor March 17, 2008 showed dut had die TGS beon opetational on o dare,
« cenfed have disparched all e gencration up g0 395 per megaviatey,
* The reason tor iz the TGS o provide peaking povia  bewasss the cost of power during

pok howss is thie most expensive pow
* hnshcion tor comtruatis TGS st same now
* fhe HGS will provide significans beadin to e city o7 Giea b
* ST L been a ood eovirsmenta! stz sd

in 2003 when @ was concaved

£, His seport included dhe

_sequastiation and 10% through carbon wibots.

hancid ot recovery i

* SME s still secuie fimanding for the H(,S and resolve some internal problem bur it hae

the wild e el

Manager Gregori then aalled on Joff ChatTee of Bison I-n"uu.gr.r." tor 2 report o chvisunienal

maner.

Mr. Chafiee reiterated 1hic milestones covervd by Manager Gregori and dhen dissussed specific
- rd ~

environmental Gualesyes SME b will facize, - He reporaed that dhree issues were raised with

Cvespect 1o the Air Quality Perusiz, one by SME. “the $ME: fuuc concerns e tost method for

mesaning condensable. He rpotred that SME is dose to st 1eg, that dssae andd thiae B expects
the EPA ro approve a tiew tevt method. The other two issties were aised by MEIC which acwin
tha: 3 BACT anahyis should be doue ror carboa dioxide emissions and 2 1pedfe BACT analysis
should be done for PM2.5. He reported that a nwo day hearing had been held hefore the Board
of Environmentai Reviaw in January and thar ar worst SE will be réquined 1o 2o dirough wone
He noted that the HGS is 4 dlean project, ase- test technalogy, amd compase favor-
s witit the proposed Furnure Gen faitiy. He chon introduced Nathaa Bastow, another B
environmental enginéer. o feport on catbon caprure. Mr. Chuive noted that SME 1 a Gar along
in it anabysis of carbon caprare fenibility and technalogy as anyonv.

Mr, Bartow discanssed the two major piceas of carhor Gipniae kegislation peading io Congrie
- Liebernan-Waiaer and Binganun-Spector T former bill praposes 4 cap and 1ade 5 viem
which dow ner contam x for allocation for cooperatives. He noted dhat o speaker ar 2 revent
conference he attendud prediceed its enaciment would cost 16,000 to 15,000 jobs in Montana
and be 2030 would cont the average mily $5.400, He said dhe Bingaman-Specior is similae
tw Licherman-Warner but with bewer limies and safeguards. [t i3 recciving mioce suppory hom
nd labor than Licherman-Warner.

industry 2

He went on to roport on seeent Wroming lerislarion and the Monana Govérnor's Climate
Changge Advisors Conmites e satd thac i the previous imonth Wyoming had auaced car-
bon legishaian: regularing poac space for carbor dionide injecrion aund requiring & carbon aualvsis
for future projuts. The Mont 1 Committas has made fifty-four {34) recommendations, fitteen
of which are being'v & Mantns Eavironmental Quality Counal for hgistation.

Hu said the one being '\mmdgmd are “low-hanging fruit,” Le.. the proposals most camiy fuple-

aidered by

mentad.

Bartow int-rmed the membess thar the HOGY design: will accommodate bawer addigon ol vubon
dioide caputr: rechnology: e abo noted-char frony 2 global pesspective. the carbam diovide
comsibucions from HGH will ne exuemely small. Nonerheless, SME has prepared xdnatt carbon
mitizaron plan rargeting a 60% carbon divxide emisions reduction, 5036 shrough caprre and
‘Thar would brina the HGS in line with the
emisstons from a natacal gas plant. He said that masketing the eiptused-carbon dioxide for en-
anial 1o contain costs. SME L Carbon Capeure and dequostaation Teh-
nival Workgroup will be nuwcsiug again in 2008 and SME will bu submiciing an applicadon to
thic United Suaes Depanmiens of Eocrgy for s DOF Clean Endrgy Coal Initasn ivanigeant.

The me:ting vas recesied for a short dime, - When recalled 10 order, President FierGenld alled
on 1\nm;'u' Lirugor 1o comtinue, Marager Gugoti mircduwd Kexin C .\anugh fromn Stantey

Consulting, the project engineering R

My, Cavanaugh reported on HGS enginecring progrens, Ammm rhe poinzs be made during his

pxx.wulm.un weie the following:

* e HOS has been moverd ot the historicab landmark,

* A rgieotway wan has been comsutad, 1 mnaneal dewddoped, and .ﬂigmncm sheets pre-
parcd. ) :

* Righe-of-way ciirers will begin to t1ove forward now that zoning has been apprsed.

“ln conjunciion with an analysis 01 arbon capuire wehnology, Stanley cnginecr visiwd the
AlS Shatiey Poine Paser Plancin Ollahoma. {hat plant anly caprases 3% o carbon dioxide
crniedt, howed that even then the caprure eguipatent overad darge

area ut the plane we.

Power paing <fice

=t



utid anal s, 2 crafhc im.

Trs effort: inchuded caviron

.

Seandey sippozi L resoning cttort.
7 r~

pact ady and wraniic mitgation recommendations o constructiv,

smiginnze mght e lightt Teaiso devdopal 1 Tine-ot- sighr moded frony thie §ewis and Clark

Staging As

% Ligheing design w

Upan campletion af M Cavanasgh's remaks, Manager Gregori repacted thar both Keith Hauy-
s nd Dick MeConisd, who v schieduled wapeak, were snehle 1o muke the meating,

Stager Gregori then scognisd Randy Boysun, SMES outide accountans, o reporr on ac-
counning activines relaed 1o he HOS. Randy reported briefly. saving thar SMEY financial
toreeasts had been refreshed for RUS.

irerared projucs milestones alady mer. Hein-

Reich dhoen reported ondegal activities, He:
torsmed the members that the Board of Envitconmienal Review had rejected the Carbor Dioxide
BACT chalienge bur that the ['VM2.5 challenge is still pending. with 2 fugethr hoaring scheduled
for Apeil 21 and 22, He nowed thar vo state in die Unived Seazes Bas ovar ses 3 limitspecisially
for PM2.5. Hcsuid dha if the BER sustains the PM2.5 challenge, ther dhe permin will be -
manded back, to the Departmens of Environmenial Quality for fasiher analvis,

He reporied thar the chall tw the RU™ record of dc:mnn had been dismived in lighe of the
fact e RUS §not now t soding aew col poncrasiom H ed that in light ot “the
dismiswal, thereis no furdier nccd for further consultations regarhing |hk landmark..

lt‘. U‘)

Finafle. he <aid thar SME can expect more fegal challenges siss ¢ they are a face of life for projects

file the $1CS

sl

M. Boysun rhen prosented the financial repors. P reerted membuers ta the unawdized

reporein the Arvual Report. Fe dirccred dheir acentian ro dhic batince sheet amnd sasement of

sovenues 2 pages b and 5. the balance sheet <hows an approxinuse 35 mcease in ansets,
mient of which wacduc o the HGS. The HGS avesmienc increaced $7.2 million. 41% atwribuc-
able o ¢ ironmental e, 40% 10 cring. and 19% to overhead and other fems. He
eparted that dic Coltank buc of " aredit veas paid in full through a cash call and that as 1
aegl SMES equity in the HOS projuct is now az 75%.

Hu cather reporeed that:

* Lesors ot Credit 2ee nove requited for povier pschunes from TP 514 million; and from
crapsntission trom Notthwesen: Faesey 233650000 The PP fetrer of credic will have be

o whens SME begin raeiving addirional PI'L wupply in fulv 2008.

cowaccount for the ELS has baon dored unt and dhe EIS conttactor paid in full.

costy andd .

increased V10 million due w inaeasad
+ Oyeerating Loses invreased 1975,

Finally, b reported that SMU S stacements for 2007 aze currendy being andited by n.dunr Rick
Mare-iak.

‘Mz Mauwsial iwporred thar during the past vouple of uirs he has been unable t complere the

steen Energy's delay~ an reporting

SME dudiz in o for che anrual mectizg due o Norche
end enerey imbalances. This year tureher information is necded with eopect to the biliing
with Cenral Monuna Flecuic, sesolution of which is pending and which will dercrmine whix
amount will be booked a3 receivable,  He acknowledged thar SME Bylaws requine tha 1he
audiced aanual repare be proseinead e the.annual mecing bue soted that accounting sandard,
preclude his certifving an audic ar this tune and dhae ke 1 boand by those standards,

Upan conchinion of the financial repore. Gary Hebim moved o soveat the vurrent rmustecs. Joe
Dirkson sevonded the motion.. The motion was adopted by unansaus vote, :

John Prinkki chen moved © racfy all legal actions txken by SME duriag the prior year, joe

Dirkson scconded the motion and it was idopred withour di»cnring vote,

Manager Gregort then introduced Rov Pall. fezmer CFO of Fust Kentuchy Pmur( onp.rmw

tor the heynoie address.

Following the keynote address, Man ager Gregori 1 cinded those presene that the names nF the
hich SME ix ml\mb ﬁnancmg are vanfidential.

caitics thiou:

President FirzGerahd noted chat the members munst sell consider the audited Ao il statensents
when they bocome availible and dhac che members should consider amiending the bylaws inlight
of the difficultics experienced with ropect o completing the audic by the date prawdy s fur
the anmud mecting, Hesaid that he vy therelore recewing the mecting, n(hu’ thanadjourning,
and that the anaual mecting will be reconvenred aca later time,

T 2007 Annual Akecting of Southers Montana miemiben was then weeeod mm! Farther potice.

Presiddent

Aot

Senany




