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FOREWORD

The 65th anniversary of Hoosier Energy is a significant milestone that inspires
reflection upon our past, present and future. Our generation and transmission
cooperative is pleased to present the story of six and half decades of power supply
partnership through the pages of this special publication.

Hoosier Energy’s history is marked by challenge, struggle and overcoming adversity.
Battles were won because our cooperative leaders were intensely committed, persevered
and refused to lose. When we published “50 Years of Cooperative Partnership” in
1999, we set out to chronicle their efforts in bringing rural electrification to central and
southern Indiana. Because of their determination, the people of central and southern
Indiana and southeastern Illinois today enjoy reliable, affordable, consumer-owned
power.

The story bears repeating, and is reprinted in its entirety in chapters 2-11 of
“65 Years of Cooperative Partnership.” Since we published “50 Years of Cooperative
Partnership,” a cavalcade of changes has swept through the industry - changes in power
markets, advances in technology and political forces that wish to reshape the industry.

“65 Years of Cooperative Partnership” reprints the first book and then moves
forward detailing Hoosier Energy’s legacy of success in meeting the challenges of the 21st
century while continuing to provide member distribution cooperatives with an affordable
and reliable power supply.

Our success over the last 65 years comes from the cooperation and dedication of the
people who make up Hoosier Energy — the board of directors, distribution cooperative
leadership and our employees. They have made lasting and significant contributions to
Hoosier Energy’s power supply legacy.

Like Hoosier Energy’s founders, today’s cooperative leaders are working to further
our business, address industry change and build even greater value through the power of
cooperative partnership.

Steve Smith
President and Chief Executive Officer

Hoosier Energy Rural Electric Cooperative
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HOOSIER ENERGY
TODAY

oosier Energy is a very different generation and transmission cooperative from

the power supply organization that a handful of southern Indiana electric

cooperative leaders envisioned in the spring of 1949. At that time, the original
members collectively served about one percent of today’s load, and distribution co-op
general managers and directors were primarily concerned with the high wholesale power
rates they were paying to the state’s investor-owned utilities.

Eight days after meeting at Wilhelm’s Cafe in Rushville to formally incorporate what
would become Hoosier Energy, the Board of Directors unanimously passed a resolution
to seek a $6.5 million loan from the Rural Electric Administration (REA) to build a
generation and transmission system.

From the 1960s into the 1980s, Hoosier Energy would overcome huge challenges
to build the Ratts and Merom generating stations and a high-voltage transmission
system across central and
southern Indiana to serve
member cooperatives. The
power supply cooperative
would come into its own as
a major player in Indiana’s
electric utility infrastructure
during the 1980s and 1990s,

and it would confront and

The 1,070-megawatt Merom Generating Station in Sullivan County,
overcome deregulation, Indiana provides dependable, clean baseload power at a competitive cost
for Hoosier Energy’s 18 member distribution cooperatives.
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environmental and financial challenges in the 21st century.

By 2014, the founding vision has become a 65-year reality, and more importantly a
cooperative success story of which the incorporators would be proud. Hoosier Energy has
matured and grown into an operating generation and transmission cooperative that serves
18 member electric cooperatives with nearly 300,000 member consumers in a 15,000
square mile area in southern Indiana and southeastern Illinois. The power supplier
operates eight power plants, including the 1,070-megawatt Merom Generating Station
in Sullivan County, Indiana, and the 250-megawatt Ratts Generating Station in Pike
County, Indiana.

Hoosier Energy’s generation
resources include 50 percent ownership
of the 630-megawatt Holland Energy
combined-cycle plant in east-central

Illinois that uses natural gas as its

fuel source as well as two natural gas

Hoosier Energy and its founding members persevered peaking plants: the 174—megawatt
through much opposition to build Indiana’s first electric
cooperative power plant - the 250-megawatt Ratts Worthington Generating Station

Generating Station near Petershurg in Pike County.
and 66 percent of the 258-megawatt

Lawrence County Generating Station, both located in Indiana.

Hoosier Energy has made significant strides in recent years to increase renewable
energy resources in its generation portfolio, including two landfill methane generating
stations, a coalbed methane facility and hydropower and wind energy purchase power
agreements. The commitment to renewable energy has been strengthened with plans for
utility-scale solar projects and a voluntary board policy to increase the renewable portion
of the portfolio to 10 percent by 2025.

High-voltage electric power is delivered to member cooperatives over a network of
1,724 miles of transmission lines, 24 primary transmission and switching substations,
and more than 350 delivery points.

Hoosier Energy is a thriving cooperative business with nearly 500 employees and

annual operating revenues of more than $700 million. The utility exists to serve its



HOOSIER ENERGY TODAY

members with a commitment to the economic health and vitality of southern Indiana
and southeastern Illinois and now ranks among the 100 largest cooperatives in the United
States in annual sales.

The success of the cooperative’s coordinated economic development and demand
side management (DSM) programs is an example of the strong partnership between
members and Hoosier Energy. Partnering with local communities as well as members, the
economic development program regularly earns a national ranking in the top 10 among
U.S. utilities. It's known for a collective and collaborative approach to not only creating
but also retaining jobs through initiatives with member systems such as a key accounts
program. Member systems and the G&T have a respected position in the state economic
development community.

The cooperative’s mission states that it will “provide member distribution systems
with assured, reliable and competitively priced energy and services in a safe and
environmentally acceptable manner.” Hoosier Energy delivers on that promise. While
the area experienced some of the most severe winter weather in 30 years in January and
February 2014, Hoosier Energy continued to deliver reliable and affordable electricity to
its member systems.

With its strong financial position, 2014 capacity - 2,100 MW

diversified generation portfolio and
Hl Merom Station 47%
Holland Station 15%
Ratts Station 11%
Power Purchase 9%
Worthington 8%
Lawrence 8%

dedicated workforce, Hoosier Energy
can offer members competitive wholesale
electric power rates combined with an

unmatched menu of member services. A

Renewables 3%

high level of member satisfaction reflects
that commitment to members.

In 2013, members unanimously extended their wholesale power contracts with
Hoosier Energy to 2050. The contracts included a member-driven evergreen provision
that means each contract periodically renews unless a member provides advance notice of
cancellation. Updated contracts will take Hoosier Energy past its 100th anniversary and

are evidence of the sustainability of the G&T’s cooperative business model.
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Providing reliable, affordable electricity to members requires Hoosier Energy to
continue investing in infrastructure and facilities that improve efhiciencies including
facilities that improve productivity. At the end of 2014, a new headquarters facility was
completed in Bloomington joining an Operations Center that opened earlier in the year
in Owen County. The nearly $50 million investment in the two facilities is part of a

long-range plan adopted by the cooperative’s Board of Directors to improve business and

B I 1 1
ar operations functions.

X

\ Hoosier Energy
closed its 65th year
with the same vision,

clarity of purpose and

perseverance that has

served the organization so

well since 1949. Energy

el S S

policies have come and

gone. Economics have

/

changed. But one thing
remains constant: the

cooperative principles

¥ i ————

are as true today as

| il

' l
.1
,t,

they were 65 years ago.
Working together with
members, Hoosier Energy
will meet the challenges
ahead, remaining focused
on creating value for

members and advancing

the business, now and for

The “Commitment Stands Tall” statue at Hoosier Energy’s new years to come.

headquarters pays tribute to those who built the electric system in rural
southern Indiana and Illinois.



“I'LL DO ANYTHING IN
THIS WORLD TO GET
ELECTRICITY"

onald A. Davis, one of the founders and incorporators of Hoosier Energy

Rural Electric Cooperative, recalled his earliest impressions of electric power.

Davis, born on a Franklin County farm in 1909, remembered as a youth
visiting the nearby communities of Brookville and Connersville and being impressed by
the electric lights burning in parlors and kitchens.

Davis remembered thinking that “I'll do anything in this world to get electricity.
At the time, I got interested in rural electrification, and that’s been my life,” he said in a
videotaped interview made shortly before his death in 1989.

Davis’ pledge to get electricity for his farm was common in rural Indiana in the
1920s and 1930s. But the drive and determination that Davis showed to get electricity
for himself and his neighbors was
distinctly uncommon. The electric
lighting revolution that transformed
America beginning in the early part
of the 20th century all but bypassed
farms and rural areas. By the 1920s,
investor-owned utilities had brought
electric power to most of America’s

cities and towns. But farmers, unless
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they were located on the outskirts of a small
town that had a central station electric light
plant, were by and large without electricity as
late as the 1930s.

Major Indiana cities — Indianapolis,
Fort Wayne and Evansville—had electric
arc streetlights as early as the 1880s. Smaller
communities like Bloomington, Jasper and
Lawrenceburg were electrified around the turn
of the century. In the early decades of the 20th

century, interurban electric street railways criss-

crossed the Hoosier state. A farmer in rural

" . 5 el de)
— e

Jackson County could travel to Seymour and ,
. . ) . o Thomas Alva Edison’s creation of an
ride the interurban to Indianapolis or Louisville, incandescent lighting system in 1879
) transformed society, but electric power was
yet that same farmer was unlikely to have primarily an urban phenomenon through its
) first 50 years of existence.
electric power on the farm.

But Indiana farmers were luckier than
most. Because of the density of small towns, particularly in the southern half of the state,
utilities did run lines to rural customers including farms on a limited basis. And many
farmers in southern Indiana during the 1920s rigged generators to old tractors to pump
water for livestock and lift silage into barns. As early as 1924, Purdue University began
researching farm electrification. The Purdue program, which was backed by the state’s
investor-owned utilities, had come up with 49 specific uses for electric power on the farm
by 1930.

Still, by 1935, only 35 percent of the state’s residents had electricity. The vast
majority of electric power customers were located in cities and towns. Five times as many
Indiana farms had telephones in the 1930s as had electricity and 10 times as many farms
operated gasoline tractor-powered generators as had electric power.

The problem was simply one of economics. Existing electric utilities had been able

to electrify Hoosier cities quickly because of the population density in urban areas. It cost
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$700 to $1,000 for each mile of distribution line down a city street or boulevard. That
mile of line often served several hundred customers.

In the rural areas of Indiana, where the density was often only four farms per mile,
the cost of serving each farmer was as much as $250. Wiring an individual farm cost an
additional $30 to $100. That was an immense amount of money in the 1920s when corn
sold for less than 50 cents a bushel.

Indiana farmers found themselves mired in a depression for much of the 1920s.
Agricultural commodity prices had shot up during World War I, but a postwar farm
depression in the early 1920s reduced prices to their lowest levels in 40 years. In 1925,
less than 350,000 of the nation’s 6.5 million farms had electric service.

Because farming was such a precarious undertaking in the 1920s, utilities often had
to overcome the resistance of farmers themselves to signing up for electric power. Utility

executives spoke ruefully of having to show farmers a $6 return on a $5 investment.

THE SAD IRONS

What was apparent to many of the state’s farmers in the 1920s was the backbreaking
nature of farm life. Farmers worked from sunup to sunset in the heat of the summer
and in brutal below-zero winter winds. Kerosene lamps lighted farmhouses and barns.
Farmers drew water by hand pumps for drinking and bathing. The farm wife cooked
meals on a wood- or coal-fired stove. Cows were milked by hand. Farmers cut silage and
pitched it into barns by hand.

The farm homemaker paid perhaps the steepest price for the absence of electricity.
City homemakers enjoyed a wide range of labor-saving electric appliances from the late
1880s on. Appliance manufacturers introduced the electric fan in 1887, the electric iron
in 1895, the electric range in 1898, the electric toaster in 1905 and the electric washing
machine in 1907. The electric vacuum cleaner was introduced in 1908, the electric
refrigerator in 1913 and the electric water heater in 1914.

For the Hoosier farm wife, maintaining a home was a grueling, 24-hour-a-day
occupation. Cooking, washing and ironing — chores that modern America gives little

thought to, thanks to electric power — occupied much of the farm wife’s day and week.
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The election of Franklin Delano Roosevelt to the White House in 1932 paved the way for establishment of the
Rural Electrification Administration.
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The wood-fired stove had to be stoked continuously, even in the hottest weather. Water
for cooking and washing was heated on the stove, which held a separate compartment for
baking bread.

Washing and ironing clothes was a daunting task. Two or three washtubs of soapy
and rinse water had to be filled and re-filled. A hand-cranked wringer attached to one of
the tubs removed excess water. Flat irons — monstrous 10-pound pieces of steel with a
wooden handle — were heated on the stove. Farm wives called them “sad irons.”

“Sad irons were heated on top of the kitchen stove,” Decatur County farm wife
Lorene Shirk told the Indiana Extension Homemakers Association in a 1984 interview.
“Some were made in one piece, and some were made with removable handles. As one
iron cooled while ironing, another heated. Sometimes three irons were used, so that a hot
iron was sure to be ready without any waiting.”

Florence LaGrange of Perry County remembered that “ironing was an all-day thing,
and I'd iron by the range and just burn up.” Grace Hawkins of Martin County noted
that “the worst thing in the world was using them old irons with the rags on the handle.”
Emily McConnell of Monroe County recalled her dad saying that “we washed one day

and ironed the rest of the week.”

HAIL THE REA

On a cold, windy afternoon in the second week of January 1936, a group of people
with shovels gathered on the corner of Noble and Lebanon Streets in Lebanon, northwest
of Indianapolis. Morris L. Cooke, a Philadelphia engineer who President Franklin Delano
Roosevelt (FDR) had appointed to head the newly formed federal agency, the Rural
Electrification Administration (REA), the previous year, reached down and hoisted a
shovel-full of dirt to the strains of music from the 139th Field Artillery Band.

Cooke was in Lebanon to help Boone County Rural Electric Membership
Corporation (REMC) set the first pole in the REA system. The pole, and millions like
it that would be set across the U.S. in the following years, would bring low-cost electric
power to America’s farmers.

“We are starting to build the first unit of a country-wide rural electrification project,”
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Cooke told more than 250 people gathered
for the groundbreaking. “Even this first
unit means a great deal to workers and
businessmen of Boone County. It means

a lot more to workers and businessmen in
practically every state in the Union.”

By May, the first 60 miles of line were
energized north and west of Lebanon.
Within a year, Boone County REMC was
serving more than 2,000 farm families.

Electric power came to Indiana farms

and the nation through the collective
Long-time Hoosier Energy Board Member Riley )

Osborne was another of the rural electrification  efforts of farmers working together.
pioneers in central and southern Indiana. . . )
Roosevelt’s election as president in 1932

Distribution poles had to be cut, hauled and peeled before early rural electric cooperatives could string wire to
farm houses.

10
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occurred in the midst of the worst economic depression in the nation’s history. Roosevelt’s
New Deal moved quickly to put people to work and to break up the corporate monopoly
that had held the nation in thrall since the 1890s.

Roosevelt set about
regulating the electric utility
business so that affordable
electric power was available to
all elements of society, including
rural America. In his first term,

FDR created the Tennessee Valley ‘ 95 AT -
Authority (TVA) to bring the ] i \"ﬁg\ - At

|

P
benefits of hydroelectric power ' ‘,;:\:“ THE@% WAY i
to the chronically impoverished AREA COVERAGE. . .ELECTRICITY FOR ALL WHEN NEIGHBORS COORERATE

mid-South. In 1935, Roosevelts Following its inception in 1935, the Rural Electrification

New Deal broke up the electric Administration promoted its simple mission of bringing electricity
to America’s rural areas.

utility holding companies.

That same year, FDR created the REA as a separate federal agency through the
Emergency Relief Appropriations Act of 1935. Roosevelt named Cooke to head the new
agency and gave him a simple charter: To supervise the electrification of the more than
six million U.S. farms that had no electric power. At the time, Cooke’s analysts estimated
that 90 percent of U.S. farms were in need of electrification.

Cooke and his staff soon determined that the cooperative form of business, in which
farmers had been banding together to mill grain and purchase agricultural supplies for
more than half a century, posed the best model for rural electrification. REA officials
reasoned that farmer cooperatives could come together to erect transmission and
distribution lines and finance their construction with low-interest federal loans.

Within months of Cooke’s 1935 decision to make REA loans to farmer cooperatives,
loan applications began flooding into the agency’s office in Washington, D.C. Boone
County REMC’s application for a $568,000 loan was among the first to cross Cooke’s
desk.
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The Rural Electrification Administration’s first three administrators posed for a rare photograph at the swear-
ing-in ceremonies for Harry Slattery (center). On the left is Morris L. Cooke, the REAs first administrator; on the
right is his successor, John Carmody.

RURAL ELECTRIFICATION
IN SOUTHERN INDIANA

Between 1936 and 1941, most of the systems that would later form Hoosier Energy
created distribution cooperatives and built and energized lines to farmer members.
Fayette-Union County REMC executed articles of incorporation in May 1936 and
received its first REA loan of $108,000 in the summer of 1937. The co-op set up
headquarters above Driggs Shoe Store on the north side of the square in Liberty.

In 1938, the manager of Fayette-Union County REMC asked local farmer Donald
Davis to serve on the cooperative’s board. Davis accepted and served as director for
the next 51 years. As early as 1936, Davis and several other young farmers in Franklin
County went door-to-door, signing up friends and neighbors for co-op membership.
Davis didn’t have enough signatures to start an REMC in Franklin County, but Fayette-
Union was glad to add the signatures to its loan application.

“Our primary concern was to just get the electricity out to rural residents,” Davis

12
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said in 1989. “In fact, now Franklin
County has more members than any of
the other counties Fayette-Union County
REMC serves.”

The Fayette-Union County REMC

story was replicated all over central and

southern Indiana. Bartholomew County
REMC in Columbus energized its first
lines in the fall of 1938, and Decatur
County REMC in Greensburg set the
first pole in June 1939. By that time,
Johnson County REMC in Franklin
had more than 1,100 members. Rush
County REMC in Rushville, the home

of utility holding company executive and

1940 Republican presidential candidate erfelrlircmgr;wnatnh(feo{ 9%hoi 559 1%%3;_“ a folkc hero in rural

Wendell Willkie, energized its first lines
in the spring of 1938.

Shelby County REMC in Shelbyville was among the first Indiana cooperatives to
formally organize, having filed incorporation papers in July 1935. Southeastern Indiana
REMC in Osgood set its first pole in
May 1939, and Wayne County REMC

in Richmond first energized lines in the

j FEDERAL PROJECT
RURAL ELECTRFICATON

AIMS N THIS onvw ARE DEING ELECTRIFIED BY THE RURAL

spring of 1938.

A number of factors contributed to
REA’s early and rapid success. Hoosier
farmers found that by working together,
they could achieve anything they set out

to do. The Roosevelt Administration

When REA project signs went up, farmers in the vicinity . . . .
knew that affordable power was on its way. swung its considerable might behind the

13
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In order to get electricity at the lowest possible cost, rural people had to cooperate with each other to erect poles
and distribution lines, like these southern Indiana farmers in 1939.

cooperative movement. And Cooke and his staff of brilliant young engineers designed a
standard single phase line with lightweight, tough poles that reduced the cost of building
rural distribution lines to just over $500 a mile, half what it cost investor-owned utilities
to build rural lines.
TURNING ON THE LIGHTS

For the lucky farmers who lived along the spreading web of REA lines, the day
the electric power was turned on to the house was forever after known as “E” day.

Cooperative members who received electricity in December always remembered the

14
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first time they lit the Christmas tree with electric lights. Farm wives in southern Indiana
positively exulted in the new labor-saving appliances made possible by electricity.

“My husband couldn’t wait,” said Thelma Fox, a Shelby County REMC member.
“He had me an iron bought. And for Christmas that year, I had to have a Mixmaster and
an electric refrigerator.”

Ethel Meyer, a member of Southeastern Indiana REMC, recalled that “our first buy
was an electric refrigerator. We thought we were really lucky.” Marie Weber from Rush
County REMC remembered stocking up before the power even got to her farm. “The
first thing I got,” Weber said, “and I had them spoken for, was a little radio and a vacuum
cleaner. Those were the two things I wanted the most, because I had them bought before
we had electricity.”

Electricity transformed life on Indiana farms in the latter half of the 1930s. As
the Great Depression waned and farm prices picked up, few farm families begrudged
the $2.50 a month they paid for their electric service. Elsie Canary of Johnson County
REMC remembered a lesson from the time at her Extension Homemaker’s Club. “So
many people thought we couldn’t afford it,” Canary said, “and the lesson was “We Can’t
Afford Not to Use Electricity.””

The Japanese attack on Pearl Harbor in December 1941 halted the extension
of rural electrification in the U.S. Copper, steel and aluminum were needed for the
war effort, and most Indiana
cooperatives struggled to keep
existing lines energized. Still,
the rural electrification efforts of
the previous five years paid off
handsomely. American farmers
were able to boost production by
more than 25 percent between
1941 and 1945, thanks to the

increased number of electrified

Darning socks by electric light was a delight, compared to working

farms. with a kerosene lantern.
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The postwar era saw far more farms electrified. By 1948, as many as 40,000 farms
a month were being hooked up to REA lines. By the end of the decade, it was estimated
that 80 percent of the country’s farms had been electrified.

By 1949, it was becoming apparent to cooperative officials in southern Indiana
that action was needed to assure a reliable, low-cost electric power supply. Since the
formation of the first Indiana REMC:s in 1936 and 1937, cooperatives had bought their
power wholesale from several investor-owned electric utilities serving the state. Power
costs in 1949 were going up, and reliability was going down. Electric cooperative leaders
pondered the issue and came up with an innovative solution. The answer involved

banding together to create another kind of cooperative.

Rural electric cooperative distribution poles winding down a lonely country road made life better in the 1930s and
1940s for the residents of rural America.

16



THE EARLY YEARS:
COOPERATION AMONG
COOPERATIVES

n a late spring morning in 1949, a dozen
rural electric cooperative managers and
directors met at Wilhelm’s
Cafe across the square from the Rush County
Courthouse in Rushville. There they planned
the logical next step in the rural electrification of
Indiana.

The participants in that June 8, 1949, meeting

had been studying the power supply situation in
southern Indiana for better than two years. “We
had many meetings before we really decided to organize Hoosier Energy,” Donald Davis,
the organization’s first secretary, recalled in
1989, “but we always met at Wilhelm’s Cafe in
i downtown Rushville.”

The electrification of Indiana’s farms and
rural areas had been largely accomplished by
the late 1940s. But electric cooperatives in the

southern half of the state were still confronting

problems finding a reliable power supply at a

Rural electric cooperative leaders met at Wilhelm’s fai
Cafe in Rushville, where they signed the articles of a1l Iate.
incorporation for Hoosier Energy.

17
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“Our primary concern was just to get the electricity out to rural residents,” Davis
explained. “However, the rural electric cooperatives in southern Indiana were purchasing
power from neighboring commercial power suppliers at more than wholesale rates. In
addition to higher rates, restrictive terms and conditions limited our operating
efficiency.”

Both the 1935 Indiana legislation that authorized rural electrification by
cooperatives in the Hoosier state, and federal administrative rules that governed the
Rural Electrification Administration, allowed electric cooperatives to band together to
create what were known as generation and transmission cooperatives. The “G&Ts,” as
they became known, enabled a group of distribution systems to join together, obtain
REA financing and build generation and transmission systems to meet wholesale power
needs. The National Rural Electric Cooperative Association (NRECA) called the concept
“cooperation among cooperatives.”

The first generation and transmission cooperative was organized in 1936. Ten
years later, there were half-a-dozen G&Ts across the nation, most in Texas, lowa and
Wisconsin. On June 8, 1949, Hoosier Cooperative Energy Inc. became Indiana’s first

generation and transmission cooperative.

Managers and directors of central and southern Indiana distribution cooperatives met with officials of Indiana
Statewide in Indianapolis in October 1945 to discuss power supply issues. Four years later, many of the same
managers and directors met in Rushville to form Hoosier Energy.
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When Hoosier Energy was formed in 1949, the new power supply cooperative occupied offices at Rush County
REMC in Rushville.

Incorporators represented eight southern Indiana cooperatives and one Ohio system.
Besides Davis of Fayette-Union County REMC, Hoosier Energy incorporators included
Ralph W. Poulton of Morgan County REMC, Chester A. Meal of Rush County REMC,
Willard Green of Johnson County REMC, Ralph E. Williams of Decatur County
REMC, J. Robert Peek of Shelby County REMC, Walter A. Clevenger of Wayne County
REMC and Walter Underwood of Southeastern Indiana REMC.

The incorporators elected Rush County REMC’s Meal the first chairman, designated
the Rushville office of Rush County REMC as headquarters of the new power supply
cooperative, and named an 11-member board of directors. The first annual meeting of
Hoosier Cooperative Energy was set for June 1950.

One other incorporator was Butler REC of Hamilton, Ohio. Located just across
the state line, Butler faced many of the same power supply problems as its neighboring
rural electric cooperative, Southeastern Indiana REMC. But when the incorporators
filed papers with the Indiana Secretary of State’s office in the second week of June 1949,
questions were immediately raised about interstate commerce complications. Butler REC

reluctantly agreed to withdraw from the newly formed G&T in early summer 1949.
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BUILDING LOAD

For most of the first 10 years of its existence, Hoosier Cooperative Energy existed
largely on paper. It shared office space with Rush County REMC and Chester Meal,
Rush County REMC’s board chairman, carried on in the role of chairman of the board of
Hoosier Cooperative Energy.

Meal, Davis and the board relied upon the bright, young and energetic managers of
the G&T’s member cooperatives, including Frank Ratts of Southeastern Indiana REMC
in Osgood, Ray Forkner of Rush County REMC and Harold W. Eaton of Morgan
County REMC, for advice and engineering and administrative expertise.

Ratts, a native of Salem, was already a 15-year veteran of Indiana’s rural electric
program when Hoosier Cooperative Energy was formed. He began his utility career at
the age of 20 working in construction for Carolina Power & Light Co. while attending
North Carolina State University in Raleigh. Years later, Ratts often laughed about digging
ditches for the power company for 17!/2 cents per hour.

Ratts returned to Indiana during the depth of the Great Depression and worked as a
wiring contractor for REMC:s then springing up in Shelby and Bartholomew counties. “I
was teaching farm boys how to do electrical work, how to wire their homes,” he explained
years later. “We often forget how poor southern Indiana was at that time.”

In 1941, Ratts was
named manager of South-
eastern Indiana REMC.
While there, he quickly
established a reputation
as a forceful leader and
innovator. The southern part
of the state was then gripped
by a blight that killed

thousands of native chestnut

trees. Ratts figured that the

Stringing distribution line by hand was a primitive and time-consuming
method, but it got the job done.
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dead trees would make
good line poles, so
Southeastern Indiana
REMC began buying
them by the railcar lot.
“We built over 2,000
miles of line,” he said in
a 1988 interview.
Early in his career
at Southeastern, Ratts
started researching the

distribution cooperative

power supply problem.

During World War I, After the late 1930s, the REA panel truck with an A-frame pole attachment

. . was an increasingly common sight in central and southern Indiana.
he was in contact with

Franklin Wood, REA’s
chief power engineer, who shared his findings about cooperative-owned transmission
systems with Ratts.

Ratts and Walter Underwood, Southeastern’s board chair, were early proponents
of forming a generation and transmission cooperative. Southeastern served consumers
in Indiana’s rugged limestone hills north and west of Cincinnati, Ohio. Southeastern’s
wholesale power supplier at the time, Public Service Co. of Indiana, Inc. (PSI), was
located in Plainfield, west of Indianapolis. The REMC was literally at the end of PSI
lines, and Underwood and Ratts frequently had reason to complain about PSI’s poor
service, reliability and high costs.

Hoosier Cooperative Energy came into being because of the intransigence of the
public utilities. Ratts often noted that the REMCs weren't treated as important
customers by investor-owned utilities in the immediate postwar years.

The original Hoosier Cooperative Energy members were served by two of Indiana’s

major investor-owned utilities, Southern Indiana Gas & Electric Co. in Evansville and
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Public Service Indiana, the major wholesale supplier to electric cooperatives in the state.
During the late 1940s and the 1950s, PSI charged the second highest wholesale
power costs of the state’s five major investor-owned utilities. PSI endured some rough
years during the 1930s and 1940s. The company was part of Chicagoan Samuel Insull’s
utility empire, which had gone into receivership in 1932. Money had been tight for the
company throughout the Great Depression and World War II, and in 1945, PSI was
forced to spin off its gas utility operations as part of its settlement of the receivership and

Public Utility Holding Company Act decrees.

THE GROWTH OF RURAL ELECTRIFICATION

While PSI struggled to find capital to build generating stations, transmission lines
and substations, electric cooperatives in southern Indiana were undergoing dramatic
growth. By 1951, there were 43 REMC:s in the state with a total of more than 132,000
consumer members. Just 15 years earlier, only one Indiana farm in 10 had been served
with central station electric power. “Plenty of power is needed in Indiana,” the editors of
Indiana Rural News observed in the summer of 1951.

The reality was that by the early 1950s, farm and agriculture loads for most Indiana
rural electrics continued to increase dramatically each year. Farmers discovered that
electric power not only improved their lives, it made their farm businesses more efficient.

The experience of Alvin Ruxer of rural Jasper was typical. Ruxer, a member
consumer of Dubois REC, began farming in 1949. With only two employees, Ruxer
operated a dairy herd and milking operation that would have required a dozen hired
hands before electrification. Ruxer put electricity in his loafing barn and milking parlor,
pumping milk directly from the 75 cows to stainless steel storage tanks. Hay-drying,
silage storage and manure spreading — once backbreaking labor-intensive tasks — were
all handled by machinery run by electric power.

Ruxer’s monthly power bill for 1,700 kilowatt-hours of electricity rarely exceeded
$50. “Where could I hire 10 men at $50 a month?” Ruxer asked a reporter. “Electricity is
the very heart of this farm.”

Dubois REC would join Hoosier Cooperative Energy in the 1950s precisely because
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of the Jasper cooperative’s
concern about load growth on
the farm. But Dubois REC,
as well as other rural electrics
across southern Indiana, also
was concerned in the 1950s
about the growth of industrial
and commercial loads.

When American
Louisiana Pipeline Co.

announced in 1952 that it

was building a thousand-mile

natural gas pipeline from the Being able to conduct business in the early morning and late evening
hours under bright lights supplied by the local electric co-op was one
southern U.S. gas fields to of the added benefits brought about by rural electrification in Indiana.

Detroit, it decided to build

a pumping station a quarter-mile south of Celestine in Dubois County. The pumping
station would be capable of moving 500 million cubic feet of gas a day through the
pipeline to the northwest. Dubois REC fed the transformers for the pumping station and
auxiliary diesel generator from two different substations.

Once on line, the pumping station would run 24 hours a day, seven days a week,
and would become the cooperative’s largest load. Bert White, then manager of Dubois
REC, explained that farm electrification inevitably created a demand for rural industrial
development.

“We also want to encourage new industry in rural areas,” White said. “It provides
off-the-farm employment for members of farm families. As farms become more and more
mechanized, we see the need for more rural jobs.”

The phenomenon of industrial and commercial development popped up all over
rural southern Indiana during the 1950s. In 1952, the owners of Wyandotte Caves, a
popular local tourist attraction, contracted with Harrison County REMC in Corydon to

supply electric power for a new lighting system in the caves.
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By 1953, the biggest load on the Southeastern Indiana REMC system was the locks
at Markland Dam on the Ohio River. Operated by the Louisville District of the U.S.
Army Corps of Engineers, Markland Dam in Switzerland County averaged more than
300 lockages a month.

And each lockage to allow a tug pushing a string of barges up or down river used
electricity. Since the dams were often located in rural areas, they were likely to be supplied

with electric power by a local rural electric cooperative.

I0Us BECOME UNEASY

Frank Ratts noted in a 1992 interview that Southeastern Indiana REMC’s contract
with the Corps of Engineers to supply electric power to Markland Dam created friction
with PSI. Neither PSI, Cincinnati Gas & Electric nor Kentucky Power liked the fact
that the Corps of Engineers had contracted with an REMC to supply power to the Ohio
River dams, Ratts said.

Investor-owned utilities across the nation reacted with alarm to the 1950s growth
of electric cooperative load. For the most part, the investor-owned utilities had accepted
the establishment of the REA in 1935, reasoning that if they couldn’t serve farm loads
profitably, then neither could rural electrics. In a sense, the investor-owned utilities
believed their own propaganda from the 1920s and 1930s that serving rural loads would
never be worthwhile.

When rural loads proved to be larger and faster growing, the investor-owned utilities
realized that they had miscalculated and went on the attack. REA, the Tennessee Valley
Authority and other federal preference power projects were simply socialistic and a
threat to the American way of life, they charged in magazine advertisements, at industry
conferences and in countless speeches. For most electric co-ops, the 1950s ushered in an
adversarial era, a time when relationships with their investor-owned power suppliers were
strained.

Robert A. Gallagher, chairman and Chief Executive Officer of PSI through much
of the decade, was a leader of the investor-owned utility industry’s campaign to convince

Americans that government ownership of the power industry was only one step away
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from socialism. Gallagher, a
Chicago accountant, had come
to Indiana in 1937 with the task
of reorganizing PSI.

By the mid-1950s,
Gallagher had done his job.
He had built a thriving electric
utility that served 360,000
customers in 70 of Indiana’s
92 counties — and provided
electric power at wholesale to
most of Hoosier Cooperative
Energy’s member distribution
cooperatives in southern
Indiana.

When PSI joined the

Edison Electric Institute’s

national advertising campaign in
early 1952 warning Americans ~ Claude Wickard was administrator of the Rural Electrification
Administration when Hoosier Energy was founded. He was a Carroll
against the evils of government County, Indiana, farmer who served as Secretary of Agriculture and
o later Administrator of the REA under President Harry Truman.
ownership in the power
business, Ratts dropped Gallagher a letter to question the advertising campaign’s goals.
“The National Advertising program is definitely NOT intended to attack or reflect
upon the rural electrification movement,” Gallagher responded to Ratts in February
1952. “This company supports the national advertising program because it is aimed at
socialization of American industry and American property, in which we do not believe.
But we DO believe it is a distinct and growing threat to us, in our industry; AND TO
YOU in agriculture.”
Gallagher went on to pledge to Ratts that PSI would continue to serve Southeastern

and the other Hoosier Cooperative Energy members. But Gallagher hedged on the
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possibility of writing contracts longer than five years.

For Ratts and other rural electric managers in southern Indiana, the five-year
contracts were a real sore point. Without longer-term contracts, the REMCs couldn’t
adequately plan for the future.

Chester Meal, Hoosier Cooperative Energy’s chairman, had been concerned about
the short five-year term of the contracts, restrictions on service and reliability of power
supply since Hoosier Energy was formed in 1949. He wrote PSI Vice President ED.
Danielson a letter asking 10 questions about service restrictions.

“In view of present conditions,” Meal wrote, “we feel that we must have a reply to
these questions not later than May 21, 1951. If a reply is not received by the above date

we must assume that you are not interested.”

A TIME FOR GENERATION

The election of Dwight D. Eisenhower as United States President in 1952 brought
home to cooperatives across Indiana and the nation that rural electrification was still
subject to partisan politics.

In early 1953, REA Administrator Claude Wickard resigned under pressure from
the Eisenhower Administration. Wickard, a popular farmer and well-liked public official
from Carroll County, Indiana, had served the Roosevelt Administration as secretary of
agriculture during World War II and had been appointed REA administrator by President
Harry Truman in 1945.

Eisenhower nominated Ancher Nelsen to replace Wickard. Nelsen, a former
lieutenant governor of Minnesota, would be more conservative than Wickard, but as a
longtime member consumer of the McLeod Power Association in Glencoe, Minnesota,
he took the vitality of the nation’s electric cooperatives seriously. In one respect, Nelsen
would take the REA in a new direction.

“The big expansion will be in generation,” Nelsen said shortly after his March 30,
1953, appointment, “where we have to see that farmers can build the facilities to provide
an adequate supply of wholesale power at the lowest possible cost. I don’t mean

by this that we should promiscuously promote the construction and expansion of
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cooperatively-owned generation and transmission facilities. Cooperatives should purchase
their wholesale power requirements from private concerns when their needs are being
economically and adequately met.”

By 1953, the members of Hoosier Cooperative Energy didn't feel their needs were
being economically and adequately met by private power suppliers in Indiana. Meal,
Davis and Ratts were already contemplating applying for REA financing to build a
generating station and transmission system in southern Indiana.

In 1953, Meal joined more than 100 Indiana electric cooperative directors and
managers on a mission to Washington, D.C. The group, all members of the Indiana
Statewide Rural Electric Association, made it a point to touch bases and discuss power
supply issues with all members of the Indiana Congressional delegation.

At the 1954 annual meeting of
Indiana Statewide, Meal reported
that he and several Hoosier
Cooperative Energy directors had
attended a dinner with a number of
Indiana congressmen.

“The results of this meeting

were very gratifying,” Meal told
delegates to the annual statewide
convention. “Subsequently, one
congressman, meeting with a
group of us here in Indiana, said he
would support fully a program of
the REMC:s to build and operate a
generation and transmission system

to serve our co-ops with power.”

The idea of transforming

S AN N

Hoosier Cooperative Energy Ancher Nelsen, a Minnesota dairy farmer, succeeded Wickard
. . . as REA administrator when President Dwight D. Eisenhower
Into an operating generation took office in 1953.
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E-day on a farm in southern Indiana. Most rural Hoosiers who were alive at the time can still remember the day
that the local distribution cooperative hooked up their farm with electric power.

and transmission cooperative was now on the table. It would take nearly two decades
embroiled in controversy and legal and political maneuvering to move the idea from the

table to reality.
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DONALD DAVIS

In the 65-year history of Hoosier Energy, only one Chairman of the Board has
served more than three terms.

From 1978 to 1984, when Hoosier Energy addressed the complex task of building
and financing the Merom Station, the directors turned to Donald Davis to provide the
leadership that the board and cooperative demanded.

In many ways, Davis typified the cooperative spirit in Indiana. Born on a Franklin
County farm in 1909, Davis helped sign up neighbors for Fayette-Union County REMC
in 1936 and went on to join the cooperative’s board of directors in 1938. In 1943,
he was elected president of the Fayette-Union County REMC board of directors, a
position he held for the next 37 years.

Along with rural electric cooperative pioneers like Riley Osborne and Chester
Meal, Davis was one of the men who met in Rushville in 1949 to incorporate Hoosier
Energy. Davis was associated with the power supply cooperative for the next 40
years. His fellow board members turned to him to head the cooperative’s board of
directors with skill and aplomb from 1978 to 1984.

Donald Davis also served as a member
of the Indiana Statewide Board of Directors
for more than 40 years and was honored
with that organization’s 50th Anniversary
Pioneer Award in 1984.

Davis died in June 1989, at the age of
80, just one week past the 40th anniversary
of the power supply cooperative he had

helped found. “Throughout his time

with Hoosier Energy,” a Hoosier Energy
publication eulogized, “Donald Davis
proved himself a champion of the rural
electric program, forsaking singular gain
and recognition for the good of many.
While he leaves an abundant legacy for us

all to share, it's sad to say goodbye. We Donald Davis was a young farmer near

- . : " Brookville in 1935 when he started soliciting
will miss him greatly. neighbors to join up with Fayette-Union
County REMC.
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THE BATTLE FOR
RATTS STATION

fter examining its power supply situation for the better part of eight years,

Hoosier Cooperative Energy took the fateful step of becoming a true

generation and transmission cooperative.

On May 10, 1957, Hoosier Cooperative Energy applied to the Rural Electrification

Administration for a $42 million loan to build a 198,000-kilowatt generating station

in southwestern Indiana and construct

950 miles of transmission line across

the southern half of the state. The loan
application stated

that the generation and transmission
system would provide the wholesale power
requirements of the eight original members
of the organization.

Hoosier Cooperative Energy had been
working to convince another dozen electric
cooperatives in southern Indiana to join the
G&T, and the REA loan application filing
had the desired effect. During the summer
and fall of 1957, eight more REMCs
joined the new power supply venture. They
included Daviess-Martin County REMC,
Dubois REC, Harrison County REMC,
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Knox County REMC, Orange County REMC, Southern Indiana REC, Sullivan County
REMC and Ugtilities District of Western Indiana REMC.

Chester Meal, Frank Ratts and the Hoosier board spent much of 1958 and early
1959 revising the application to reflect essentially a doubling of size of service territory
and load. On August 24, 1959, Hoosier filed a new application with REA for a loan
amount of $53,872,000. The loan documents called for the same size generating plant,
but the transmission line network had been expanded to nearly 1,400 miles.

The loan application for the Petersburg plant was the largest submitted to the REA.
Unbeknownst to anyone in Indiana, the approval process was held up by infighting in
the U.S. Department of Agriculture. There was precedent for the loan. Several G&Ts had
applied for and received loans for building generating stations and transmission networks
during the 1950s.

Most had been approved by David Hamil, President Eisenhower’s appointee as
REA Administrator. Hamil, a Colorado rancher, who had replaced administrator Ancher
Nelsen in 1955, was for the most part understanding of cooperative power supply needs
and G&T plans to build generating facilities.

But the threat of competition from rural electric cooperatives spurred investor-
owned utilities across the nation to put pressure on the Eisenhower Administration to
deny. Ezra Taft Benson, Eisenhower’s Secretary of Agriculture, instructed underlings not
to forward Hoosier Cooperative Energy’s application to Hamil’s office.

Benson’s attempts to override Hamil’s authority turned into a hot congressional
battle in 1959. U.S. Senators John E Kennedy of Massachusetts and Hubert Humphrey
of Minnesota co-sponsored legislation to restore Hamil’s loan-making authority. The
measure passed the House and Senate, but Eisenhower vetoed the legislation in April
1959. Three days later, the House failed to override Eisenhower’s veto by four votes.

Clyde Ellis, who was then executive director of the National Rural Electric
Cooperative Association (NRECA) in Washington, D.C., learned of the efforts to derail
Hoosier Cooperative Energy’s loan. “Back in Indiana,” Ellis wrote some years later, “the
Hoosier power companies had a warm friend in Governor Harold W. Handley. When the

matter of the G&'T loan was laid before him, he took direct action. He dispatched his
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entire state Public Service Commission to Washington to
lobby against the loan.”

The Indiana commissioners conferred with Senator
Homer Capehart and Congressman Charles Halleck who
took the commissioners to meet with Secretary Benson.
Hamil soon was summoned to a meeting with White
House Chief of Staff Sherman Adams, who told him not to
approve the loan for Hoosier Cooperative Energy. It was the

first in a series of federal and state actions that would delay

the Petersburg power plant for more than a decade.

Handley’s Public Service Commission had become Clyde Ellis, longtime general
manager of the National Rural
increasingly hostile to the state’s electric cooperatives. Electric Cooperative Association,
smelled a rat in opposition to
In 1957, the commission issued a majority order, which H005|erlEn<targys Petersburg
power plant.

forbid rural electrics from serving loads of more than 250
kilowatts. The commission also allowed several investor-owned utilities to increase their

wholesale rates to electric cooperatives by nearly 20 percent.

APPROVAL... AND STRUGGLE...
AND BRICK WALLS

Although Hoosier Cooperative Energy’s power plant project appeared all but dead
in the summer of 1959, politics intervened to resurrect it. After the closest presidential
election of the 20th century, John F Kennedy was inaugurated in January 1961. Kennedy
moved quickly to reinstate REA and Department of Agriculture officials friendly to
cooperatives.

Kennedy appointed Norman Clapp, a Wisconsin farmer, to head the REA. The
president specifically ordered Clapp to revive REA’s low-interest loan programs as a tool
both to continue rural electrification and to combat rural poverty.

Hoosier Cooperative Energy’s loan application soon found its way to the top of
the pile. On June 15, 1961, Clapp signed the loan that would move the Petersburg

generation and transmission project into a construction phase. The final loan documents



One Way To Get Electrical Power

Editorial cartoons about Hoosier Energy’s efforts to
build the power plant sprang up in newspapers
throughout Indiana.

THE BATTLE FOR RATTS STATION
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called for providing just over $60 million to build
the power plant and more than 1,500 miles of
transmission line.

And then, as one rural electric cooperative
editor put it, “all hell broke loose in Indiana. In a
bewildering series of court battles, which saw first
one side, then the other win, investor-owned utilities
poured millions into a fight against what they called a
‘socialistic’ scheme.”

“It was one horrendous court battle,” Frank
Ratts recalled in 1992. “We had to start by getting
a certificate of convenience and necessity. Then we

just kind of hunkered down and took the sleet and

In 1961, Norman Clapp was appointed to
head the Rural Electrification Adminis-
tration. Clapp, a former newspaper
editor, was an activist administrator who
helped power supply cooperatives get
into generation and transmission.

storms that came our way.” To get the certificate of convenience and necessity, which was

mandated by Indiana law, Hoosier Cooperative Energy had to go before the increasingly

W
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In June 1961, Norman M. Clapp signed the largest REA loan
guarantee to that time — just over $60 million — for construction
of the Petersburg power plant and associated transmission
system. Looking on during the Washington, D.C., signing were,
from left: Riley Osborne, president of Hoosier Cooperative
Energy; Clarence Whitsitt, vice president; and Walter Underwood,
secretary-treasurer.

hostile Indiana Public Service
Commission.

Hoosier Cooperative Energy’s
loan application had been
scrutinized by REA since 1957.
The unanimous conclusion in
Washington in 1961 was that
the G&T’s member cooperatives
would realize significant savings
in wholesale power costs once the
Petersburg generating station was
up and running.

Even under the best wholesale
electric rate offers of investor-

owned utilities, the member
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distribution co-ops still would save 20 percent or more on power costs with the new
generating station. More importantly, members would control a reliable supply of power
for current and future loads.

On December 7, 1961, the 20th anniversary of the Japanese attack on Pearl Harbor,
Hoosier Cooperative Energy applied to the Public Service Commission of Indiana for
a certificate of convenience and necessity to build the Petersburg plant. Within days,
Indiana’s five investor-owned utilities had all intervened in the case to oppose the
certificate.

PSI and Southern Indiana Gas & Electric unveiled an advertising campaign during
the summer of 1961 that attacked the Hoosier Cooperative Energy proposal. The theme
of the advertising messages concluded that the two-percent loans offered by the REA
since 1944 were a taxpayer subsidy.

“Taxpayers: Call a Halt to This Wasteful Non-Defense Use of Your Tax Dollars,”
one pamphlet published by the Electric Companies of Indiana, a state trade association,
screamed in 1962. “Rural Electric Co-ops Get a Big Break on Property Taxes” and
“Rural Electric Co-ops Pay No Federal Income Taxes,” charged a 1961 PSI advertising
campaign.

Electric cooperative managers in southern Indiana recognized how high the stakes
really were. Bert White, a former manager of Dubois REC and an unpaid assistant to
Frank Ratts in the early 1960s, explained to an Indiana legislative subcommittee years
later what would have happened if the Petersburg plant were halted. If PSI succeeded in
blocking the plant, White said, “the Lord only knows what would happen. But I do know
one thing. The rates would go up damn quick.”

In 1961 and 1962, Hoosier Cooperative Energy spent nearly $1.5 million to
counterattack the charges against it and to prepare documentation for the certificate of
convenience and necessity.

The G&T was still a paper operation with few assets save the faith and good credit
of its distribution cooperatives. Robert Peek of Shelby County REMC had taken over
from Chester Meal as chairman of the board and moved the cooperative’s offices to

Shelbyville. Ratts, who still served as general manager of Southeastern Indiana REMC,
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Who Puts Up This $42,000,000?
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