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[ON THE COVER] 
Working with members to help businesses use energy more efficiently and cost 
effectively helps them stay competitive and keeps jobs in our communities.

[THE GRID] Assets such as the Holland Energy gas plant in Illinois and thousands of 
miles of high-voltage transmission lines supply at-cost energy to member systems.
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Our mission reflects 
commitment to members. 
Hoosier Energy’s mission 
is to provide members 
with assured, reliable  
and competitively priced 
energy and services in a 
safe and environmentally 
acceptable manner.
We demonstrate our 
commitment to that 
mission through our 
actions and results.

mission 
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executive
team

strategic priorities update
Resource diversity, sustainability of the portfolio and rate 
stability and predictability were top priorities in 2019.

Donna Walker
President and 
Chief Executive 
Officer

Tom Van Paris
Executive Vice 
President

Adam Roberts
Chief Financial
Officer 

Bob Richhart
Chief Technology
Officer

Rob Horton
Chief Operating 
Officer

GOVERNANCE
Incorporating contemporary 
governance practices while 
addressing member expectations

RATES
Strive to keep rates competitive with 
neighboring IOUs and similar G&Ts

EMERGING TECHNOLOGIES
Serve as central source of 
coordination for emerging 
technologies

COST MANAGEMENT & 
PERFORMANCE CULTURE
Drive efficiency gains in staffing 
and performance through process 
and resource management

MEMBER FOCUS
Always keeping in mind impact of 
decisions on end-use members

RISK MANAGEMENT
Continue to foster culture of active 
risk management

SUPPLY PORTFOLIO
Provide reliable and affordable
energy emphasizing a 
diversified portfolio

OPERATIONAL EXCELLENCE
Carefully balancing top performance 
and associated costs
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from the 
chairman
and the  
president

focused on the future
Look anywhere across the power network that 
makes up Hoosier Energy and you will see a 
changing energy landscape powered by consumer 
preference, technology and sustainability.

Much is on the horizon, from electric fleets to battery 
storage. Consumers increasingly want assurance 
that the energy they use comes from economical, 
reliable and sustainable resources. Most of all, they 
want energy options that fit their lifestyle.

That’s the future of the grid.

Hoosier Energy’s Board of Directors saw this 
evolution coming, recognizing that supplying 
electricity for the future will look very different  
than it does today.

In 2019, the Board and member managers worked 
aggressively to develop a resource plan that will 
meet member needs for the next 20 years. The plan 
calls for a combination of low-cost wind, solar, 
natural gas and storage resources that will provide 
reliable, affordable and environmentally sustainable 
energy while saving members millions over the next 
two decades.

How we get all these resources to work together 
depends upon an integrated approach that reaches 
into the transmission and distribution systems, 

Donna L. Walker  /  President and CEO

Darin Duncan  /  Chairman of the Board of Directors

distributed energy resources, and coordinated 
system planning.

None of this is possible without sound financial 
metrics and wholesale rates that send fair and 
accurate price signals. Significant changes have 
taken place in the industry since our last rate design. 
In 2020, we’ll review our wholesale rate design with  
a focus on modernizing our tariffs as we have done 
with our generation fleet to ensure we are meeting 
future member needs.

We also look for ways to bring investments and jobs 
into our communities. Legislation supported by 
Hoosier Energy and others now makes data center 
development more competitive in Indiana. It’s one 
way we are working to increase the competitive 
advantage for cooperatives to land these energy-
intensive projects.

Hoosier Energy, the Board of Directors, the 
membership and a dedicated workforce will continue 
to work together to create innovative options for the 
member-consumers we serve.

More importantly, we thank the 695,000 people in  
59 Indiana and Illinois counties who have entrusted 
us with meeting their energy needs reliably, and 
always with a progressive eye to the future.
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Meeting member needs in the future means planning for them today. Our long-range 
plan calls for a combination of low-cost resources that will provide reliable, affordable 
and environmentally sustainable energy while saving members millions over the next 
two decades.

current 
energy mix

2030
energy mix

sustainable, economical resources

Solar

Other

Other

Gas

Market

Market

Wind

Solar

Gas

Wind

Coal
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year in
review

member 
driven.

member 
focused.

When NTN Driveshaft announced an expansion to its Columbus, 
Indiana facility, member system Bartholomew County REMC 
and Hoosier Energy helped the company identify what needed 
to be done to accommodate additional power needs.
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18member 
systems

Supplying electricity  
in the future will look 

very different than  
it does today.

If a tornado tosses poles and energized lines across a field 
in a flash of fury, crews respond quickly to restore power 
and keep the public safe.

Nationally, the industry is moving away from 
fossil fuels, driven by economics and a strong 
cultural desire for beneficial electrification—
that is using electricity in a cheaper, greener 
and smarter way to meet consumers’  
energy needs.

Technology is the catalyst for how rapidly this 
change is occurring.

Our members and their end-consumers can 
see it. And so do we.

As the generation and transmission provider for 
18 electric cooperatives in central and southern 
Indiana and southeastern Illinois, Hoosier 
Energy’s focus is simple. We are here to help.

We recognize the value of flexible grid operations 
and understand the overall emissions impact  
of the generation source. Our diversified 
generation portfolio harnesses the power of the 
sun, turns landfill waste into energy and supplies 
economical natural gas to heat homes and 
businesses in the communities served by our 
member distribution cooperatives. Market 
opportunities supplement those efforts,  
keeping the cost of the power supply down. 
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The 15,000-square-mile area our members 
serve supports major commerce corridors 
and acres and acres of fertile farmland that  
is home to granaries, global food processing 
giants, and sophisticated farm enterprises. 

Our eye is on new technologies that will help 
us provide greater value and quality of life  
for the 695,000 people in our service area. 
When plug-in vehicles and battery storage 
became more than a passing fad, we began 
exploring emerging technologies and the 
cooperative role in bringing the benefits of 
those technologies to our communities.  
That conversation led to the formation of an 
emerging technology committee, which is 
exploring how battery storage, consumer 
incentives and renewables can work together 
to make up our future generation portfolio.

This intentional dialogue powers our eight 
strategic initiatives aimed at achieving positive 
results for all. Our focus—and where we 
stand out from other electric utility providers 
— is on providing superior service at low cost 
to our members, not returns to shareholders.

Execution of a disciplined financing plan  
helps us maintain stable rates and allows  
us to return operating margins to our 
members year after year— $6.5 million in 
2019. Solid A credit ratings and timely credit 
actions support a very competitive cost  
of capital reflected in the company’s low 
borrowing costs. 

Our rate design is transparent, and above all, 
promotes fairness. In 2020, members 

will sit down with Hoosier Energy 
to review our wholesale rate 

design with a focus on 
modernizing our tariffs  

1,900
megawatts 
generating
capacity

COAL,  
NATURAL GAS, 
RENEWABLES  

AND CONTRACT 
PURCHASES

695,000+
people

Co-ops help their members improve home and business efficiency 
alike. In fact, programs are specifically developed to improve 
energy efficiency for commercial and industrial members.
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as we have done with our generation fleet to 
ensure we are meeting future member needs.

At-cost service, in turn, helps our members 
maintain a competitive advantage for the 
communities that depend on us to meet  
their power needs, provide economic 
opportunities and create jobs.

Home to several Tier 1 and Tier 2 
manufacturing and agribusiness giants, 
large, power-intensive projects are just the 
kind that Hoosier Energy’s members know, 
and work to attract. After six years of effort 
by Hoosier Energy, other utilities and 
economic development organizations, the 
Indiana Legislature passed changes in 
Indiana’s tax structure to make data center 
development more competitive. Prior to 
these changes, Indiana was at a competitive 
disadvantage due to sales tax on data 
center equipment and electricity purchases.

1,675
 miles of
 transmission lines

1,714
megawatts 

2019 peak 
demand

Downed lines during heavy snow, high winds and freezing 
temperatures challenge electric co-ops as they work to 
minimize outages. Demand for electricity is high during 
prolonged cold weather. Frigid conditions in late  
January 2019 led to a new system peak of 1,714 MW.
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Hoosier Energy’s competitive advantage 
rests on flexibility and speed. We understand 
that energy consumption can represent an 
organization’s single largest expense.

Subject to board approval, a new market-
based rate is available for large projects— 
20 megawatts or more.

An economic development rider offers 
significant discounts on a commercial 
consumer’s electric bill for the first six years 
of a project. The incentive has become a key 
factor in our members’ ability to attract new 
or expanding businesses. In 2019, members 
landed more than 60 projects in 16 member 
system territories representing $485 million 
in investment, adding more than 2,500  
new jobs and 23 MW of demand.

Manufacturers of products with high quality finishes look to members for 
solutions on improving lighting in the plant.

Providing resources that help educators focus on student achievement,  
Hoosier Energy is committed to the communities served by its member co-ops.
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7.7
8.9 million megawatt-hours  

total energy sales

million megawatt-hours
sales to members

million megawatt-hours
sales to others1.2

Dedication to a programmatic approach 
keeps costs down, always with reliability of 
the electric system in mind. Maintenance is  
a must and knowledge transfer is the norm.

If a tornado tosses poles and energized lines 
across a field in a flash of fury, we are ready. 
Substations at various member system locations 
house pieces of equipment essential to restoring 
power quickly if power lines go down. Driving  
10 miles instead of 30 means we can respond 
faster and more safely.

Just as consumers strive to make their homes 
as energy efficient as possible, the same goes 
for schools, churches, businesses and farms. 
Whether working with members to troubleshoot 
power quality concerns or facilitating energy 
audits, we are right there with them, developing 
programs and processes to use energy more 
efficiently and cost effectively. The effort means 
more than a lighting rebate check. It means 
staying competitive in today’s world.

We can accomplish all of this at a lower cost than 
our competitors for one reason— our focus is on 
every single person in the communities where 
we live and work and not on shareholders.

Working together, we are creating competitive 
advantages for the industries, farms and 
residences that make up the communities  
that depend on us to meet their power needs, 
provide economic opportunities and create jobs.

Every conversation, every project, every pilot 
program is executed with one question in mind 
— how will our collective efforts benefit our 
members and you?

Dedication to a programmatic approach keeps costs 
down, always with reliability of the electric system in mind. 
Maintenance is a must and knowledge transfer is the norm. 
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TREASURER

SECRETARY

John Trinkle
Jackson County REMC

Larry Hosselton
Wayne-White Counties 

Electric Cooperative

Jerry Pheifer
South Central Indiana REMC

Gary Waninger
Southern Indiana Power

John Edwards
Daviess-Martin  

County REMC

Eugene Roberts
Orange County REMC

Dan Schuckman
WIN Energy

VICE CHAIRMAN

Todd Carpenter 
Utilities District of 

Western Indiana REMC

board of 
directors

Rick Wendholt
Dubois REC
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CHAIRMAN

Don Sloan
Henry County REMC

David Smith
Southeastern Indiana
REMC

Jamie Meredith
JCREMC

Jodie Creek
Whitewater Valley REMC

Janet Anthony
Bartholomew County REMC

Darin Duncan
Harrison REMC

Steve Dieterlen
Clark County REMC

Jason Barnhorst
Decatur County
REMC

Bob Stroup
RushShelby
Energy
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patronage: the cooperative difference
How Hoosier Energy puts annual earnings to use.

As a cooperative, Hoosier Energy provides at-cost service to its members. Any earnings 
after operating costs are called margins. 

Hoosier Energy uses this money to invest in generation and transmission assets to supply 
and deliver reliable power to member systems. Over time, the Board of Directors may 
approve retiring capital credits and paying them back to member systems. This practice 
is called patronage.

Hoosier Energy first returned patronage capital credits to eligible member systems in  
2000 and has continued distributions every year since. Patronage retirements and related 
special bill credits represent the G&T’s fiscal stewardship and are a tangible evidence of  
the cooperative difference. 

$6.5 m
in patronage credits

$131 m 
total retirements and 

credits since 2000

Switchyards allow crews to respond faster 
and safer, no matter the weather.
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$1.7 billion
assets

21.9 million net    
margins$

Sheep and solar panels (below) co-exist along a nine-football-field stretch of 
land. One helps maintain the site, while the other generates electricity. 

Hoosier Energy crews (right) work every day to protect the integrity and 
reliability of the interconnected transmission system. 
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independent auditors, 
report

Board of Directors
Hoosier Energy Rural Electric Cooperative, Inc. 
Bloomington, Indiana

We have audited the accompanying financial statements of Hoosier Energy Rural Electric Cooperative, Inc. (the “Cooperative”), which 
comprise the balance sheets as of December 31, 2019 and 2018, and the related statements of operations and comprehensive 
income, changes in equity and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting 
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether 
due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance 
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The 
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
Cooperative’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Cooperative’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Hoosier Energy 
Rural Electric Cooperative, Inc. as of December 31, 2019 and 2018, and the results of its operations and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated March 18, 2020, on our consideration 
of the Cooperative’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with  
Government Auditing Standards in considering the Cooperative’s internal control over financial reporting and compliance.

Indianapolis, Indiana
March 18, 2020
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balance 
sheets

See notes to financial statements.

AS OF DECEMBER 31, 2019 AND 2018 (In thousands)  2019  2018

assets
ELECTRIC PLANT:

 In service — at original cost $ 2,460,556 $ 2,429,546

 Construction work in progress  11,481  20,636

 Plant held for future use  4,613  4,150

  Total electric plant  2,476,650  2,454,332

Less accumulated depreciation  (1,174,356)  (1,116,096)

  Electric plant, net  1,302,294  1,338,236

INVESTMENTS—At cost  121,544  207,198

CURRENT ASSETS:

 Cash and cash equivalents  67,202  63,216

 Short-term investments  1,507  6,838

 Receivables  43,003  40,874

 Fuel   36,297  23,617

 Materials and supplies  56,848  53,926

 Prepayments and other  7,830  11,241

  Total current assets  212,687  199,712

DEFERRED CHARGES AND OTHER  89,229  107,511

TOTAL  $ 1,725,754 $ 1,852,657

equity and liabilities
EQUITY:

 Patronage capital and other equities $ 403,081 $ 387,764

 Accumulated other comprehensive loss   (3,457)  (2,222)

  Total equity  399,624  385,542

LONG-TERM DEBT:

 Secured notes under the Indenture  1,163,562  1,234,820

 Capital lease obligations  10,987  11,871

 Credit lines  –  45,000

 Other unsecured notes   7,145  11,183

  Total long-term debt   1,181,694  1,302,874

CURRENT LIABILITIES:

 Current portion of long-term debt and capital lease obligations   48,917  62,688

 Accounts payable   44,687  46,346

 Over collected power costs   1,822  5,171

 Accrued interest   4,181  4,420

 Accrued taxes   6,369  6,007

 Other current liabilities   4,871  8,657

  Total current liabilities   110,847  133,289

OTHER LONG-TERM LIABILITIES   33,589  30,952

COMMITMENTS AND CONTINGENCIES (Note 10)  –  –

TOTAL  $ 1,725,754 $ 1,852,657
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statements of operations 
and comprehensive income

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 (In thousands)  2019  2018

operating revenue:
Member $ 576,861 $ 576,861

Nonmember  36,170   52,113

Other   1,455  2,214

 Total revenue  614,486  631,188

operating expenses:
Fuel   125,851  152,092

Other production expenses  51,550   54,167

Purchased power   146,987   137,754

Transmission and distribution   48,553   45,404

Administrative and general   33,378   30,739

Maintenance  55,415   56,855

Depreciation and amortization  88,225   86,467

Other   (3,063)   (3,665) 

 Total operating expenses   546,896  559,813

OPERATING MARGIN BEFORE FIXED CHARGES  67,590   71,375

fixed charges and other:
Interest expense  44,234   47,522

Other fixed charges and amortization of debt expense  4,921   4,917

 Total fixed charges and other  49,155   52,439

OPERATING MARGIN  18,435   18,936

nonoperating margin:
Investment income and other  7,158   7,450

Other nonoperating expense  (3,094)   (3,082)

Nonoperating post-employment benefits, net  (635)  –

 Total nonoperating margin   3,429  4,368

NET MARGIN  21,864   23,304

other comprehensive income:
Unrealized loss on pension and other post-retirement benefit plans  (1,235)   (1,819)

COMPREHENSIVE INCOME $  20,629 $ 21,485

See notes to financial statements.
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     Accumulated Other
FOR THE YEARS ENDED DECEMBER 31, 2019 Member Other Comprehensive Total
AND 2018 (In thousands) Capital Equities Income (Loss) Equity

BALANCE—December 31, 2017 $ 335,926 $ 35,081 $ (403) $ 370,604

 Patronage retirement    (6,547)  –  —  (6,547)

 Other comprehensive income  –  –  (1,819)  (1,819) 

 Net margin  18,936  4,368  —  23,304

BALANCE—December 31, 2018  348,315  39,449    (2,222)  385,542

 Patronage retirement  (6,547)  –  –  (6,547)

 Other comprehensive income  –  –  (1,235)  (1,235)

 Net margin    18,435  3,429  —  21,864

BALANCE—December 31, 2019 $ 360,203 $ 42,878 $ (3,457) $ 399,624

statements of
changes in equity

See notes to financial statements.
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statements of 
cash flows

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 (In thousands)  2019  2018

cash flows from operating activities:

Net margin $ 21,864 $ 23,304

Adjustments to reconcile net margin to net cash:

Depreciation and amortization  88,225   86,467

Deferred charges and credits  9,377   (8,442)

Change in receivables and unrecovered power costs  (5,478)   26,292

Change in fuel and materials inventories  (15,602)   12,064

Change in accounts payable   (2,911)  (14,227)

Change in accrued interest   (882)  (8,981)

Change in other current assets and liabilities   1,924  3,888

 Net cash provided by operating activities  96,517   120,365

cash flows from investing activities:

Capital expenditures  (41,095)   (53,969)

Purchases of investments   (6,204)  (4,446)

Maturities and calls of investments   7,018  4,615

 Net cash used in investing activities  (40,281)   (53,800)

cash flows from financing activities:

Proceeds from long-term credit lines  –  65,000

Payments on long-term credit lines  (45,000)  (20,000)

Proceeds from long-term borrowings  66,887  –

Principal payments on long-term debt   (156,838)  (69,792)

Patronage retirements  (6,179)  (7,133)

  Net cash used in financing activities  (141,130)  (31,925)

NET INCREASE (DECREASE) IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH  (84,894)  34,640

CASH, CASH EQUIVALENTS AND RESTRICTED CASH–Beginning of year  249,716  215,076

CASH, CASH EQUIVALENTS AND RESTRICTED CASH–End of year $ 164,822 $ 249,716

The table below provides a reconciliation of cash, cash equivalents and restricted cash as reported in the Balance Sheets to the 
amount reported in the Statements of Cash Flows:

Cash and cash equivalents $ 67,202 $ 63,216

Restricted cash included in Investments–At cost  97,620  186,500

Cash, cash equivalents and restricted cash at end of fiscal year $ 164,822 $ 249,716

See notes to financial statements.
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1. summary of significant accounting policies
Hoosier Energy Rural Electric Cooperative, Inc. (“Hoosier”) is a non-profit electric generation and transmission cooperative providing 
wholesale electric service to 18 distribution cooperative members in central and southern Indiana and southern Illinois.

The economy of the service area of Hoosier’s members is based principally on agriculture and agri-business, with increasing 
development in commercial and small industrial sectors. The majority of customers served by Hoosier’s members are residential. 
Each member has entered into a wholesale power contract with Hoosier to supply all electric requirements, which remains in effect 
until January 1, 2055 with automatic five-year extensions each five years beginning January 1, 2024 unless any member or Hoosier 
gives six-months written notice of intent not to renew.

Basis of Accounting
Hoosier maintains its accounts in accordance with policies prescribed by the Rural Utilities Service (RUS), which conform with 
accounting principles generally accepted in the United States of America (GAAP) in all material respects. The Financial Accounting 
Standards Board (FASB) developed the Accounting Standards Codification (ASC) to simplify access to authoritative GAAP and 
streamline research. The ASC is referenced throughout the financial statements and footnotes.

Hoosier is not subject to the general rate regulations of the Federal Energy Regulatory Commission (FERC) under the Federal Power 
Act as a result of its participation in the Federal loan program administered by the RUS. Hoosier’s wholesale rates to its members 
are established by its Board of Directors (the “Board”) and are subject to approval by the RUS. Wholesale power transactions with 
nonmembers are not subject to FERC jurisdiction because Hoosier is a borrower from the RUS. The rates charged by Hoosier for 
power supplied to its members are based on the revenue required by Hoosier to cover the cost of supplying such power plus an 
appropriate margin. As a rate-regulated entity, Hoosier’s financial statements reflect actions of regulators that result in the recognition 
of revenues and expenses in different time periods than enterprises that are not rate-regulated in accordance with ASC 980, 
Regulated Operations.

Electric Plant and Maintenance
Electric plant is stated at original cost, including applicable supervisory and overhead costs, and interest on borrowed funds used 
during construction. Expenditures for maintenance and repairs, including renewals of minor items of property (as distinguished from 
units of property), are charged to operating expenses. The original cost of depreciable units replaced or retired, including cost of 
removal, net of salvage, is charged to accumulated depreciation.

Asset Impairment
Long-lived assets held and used by Hoosier are reviewed for impairment whenever events or changes in circumstances indicate  
that the carrying amount of the assets may not be recoverable. Specifically, the evaluation for impairment involves comparison  
of an asset’s carrying value to the estimated undiscounted cash flows the asset is expected to generate over its remaining life.

If this evaluation were to conclude that the carrying value of the asset is impaired, an impairment charge would be recorded as  
a charge to operations based on the difference between the asset’s carrying amount and its fair value, to the extent that the  
Board has not taken action to establish a regulatory asset that will be recovered in future rates. Management has determined  
that no asset impairment existed in 2019 or 2018.

Fuel
Fuel inventory consists of coal and fuel oil and is valued at the lower of average cost or market.

Materials and Supplies
Materials and supplies consisting of spare parts and consumables are valued at the lower of average cost or market and charged  
to expense or capitalized as plant when installed.

AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 (Dollars in thousands)

notes to financial 
statements
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Depreciation and Amortization
Depreciation for the generating plants and transmission facilities is provided on the basis of estimated useful lives at straight-line 
composite rates. The rates applied to electric plant in service for 2019 and 2018 are:

    2019 2018

Production plant 3.00-3.10% 3.00-3.10%

Transmission plant 2.75 2.75

Distribution plant 2.88 2.88

General plant 2.50-20.00 2.50-20.00

 
Upon retirement of general plant assets, the resulting gain or loss is recognized in the Statements of Operations and Comprehensive 
Income. Gain or loss from retirement of production, transmission, or distribution plant is recorded as an adjustment to accumulated 
depreciation.

Depreciation associated with assets that are subject to capitalized leases (Note 7) is included with depreciation and amortization 
expense for financial reporting purposes. Depreciation expense was $74,998 and $73,661 for 2019 and 2018, respectively. 
Depreciation and amortization includes amortization related to a plant retired during 2015 (Note 4). Amortization expense for  
the retired plant was $5,649 for both 2019 and 2018.

Investments
Hoosier’s investments consist primarily of voluntary advance payments to the RUS cushion of credit program, loan capital term 
certificates and subscription capital term certificates which are a requirement in order to borrow from the National Rural Utilities 
Cooperative Finance Corporation (CFC) (Note 3), and CFC member capital securities. The CFC investments represent less than 
a 20% ownership in CFC and management does not have significant influence over CFC. The investments are carried at cost, 
subject to an annual impairment test. Hoosier’s investments also include a 10% ownership in Republic Transmission Holding, LLC 
(“Republic”). Republic is an electric transmission utility company developing a high-voltage transmission line within the Midcontinent 
Independent System Operator (MISO) region. Hoosier’s investment in Republic totaled $4,533 and $1,730 at December 31, 2019 
and 2018, respectively. The Republic investment is accounted for using the equity method. Hoosier also held $3,300 in trading 
securities at December 31, 2018 recorded in Short-term investments. Hoosier held investments in corporate bonds, with maturities 
of less than one year, totaling $1,507 and $3,507 recorded in Short-term investments at December 31, 2019 and 2018, respectively. 
In addition, Hoosier held investments in corporate bonds with maturities of greater than one year and less than five years totaling 
$5,588 and $3,452 at December 31, 2019 and 2018, respectively. The held-to-maturity investments are carried at amortized cost 
with no unrealized holding gains or losses recorded in Other comprehensive income.

Fair Value of Financial Instruments
The carrying amount of cash, receivables and certain current liabilities approximates fair value due to the short maturity of the 
instruments.

Hoosier uses fair value to measure certain financial instruments with related unrealized gains or losses generally affecting future 
recoverable costs. The fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer  
a liability in an orderly transaction between market participants at the measurement date (the exit price). Observable inputs may  
be used in the calculation of fair value.

ASC 820, Fair Value Measurements and Disclosures establishes a fair value hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value. The three levels of the fair value hierarchy are described below.

Level 1 — Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted 
assets or liabilities;

Level 2 — Quoted prices in markets that are not considered to be active or financial instruments for which all significant inputs  
are observable, either directly or indirectly;

Level 3 — Prices or valuations that require inputs that are both significant to the fair value measure and unobservable.
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The fair value of trading securities was measured using Level 1 inputs consisting of quoted market prices for identical assets in 
active markets. Derivative instruments including Financial Transmission Rights (FTRs) were measured using Level 2 inputs consisting of 
observable market data for similar assets. The fair value of heating oil and natural gas contracts were measured using Level 1 inputs 
consisting of quoted prices for identical assets or liabilities on active exchanges.

Estimated fair values of Hoosier’s assets and liabilities and methods of valuation as of December 31, 2019 and 2018 were as follows:

Fair Value Measurements at December 31, 2019, Using: 

    Quoted Prices in  Significant
    Active Markets for Significant Other Unobservable
    Identical Assets Observable Inputs Inputs
   Fair Value (Level 1) (Level 2) (Level 3)

Liabilities—Derivative financial instruments $ 1,398 $ 997 $ 401 $ –

Fair Value Measurements at December 31, 2018, Using:

    Quoted Prices in  Significant
    Active Markets for Significant Other Unobservable
    Identical Assets Observable Inputs Inputs
   Fair Value (Level 1) (Level 2) (Level 3)

Assets—Trading securities $ 3,330 $ 3,330 $ – $ –

Liabilities—Derivative financial instruments $ 1,973 $ 974 $ 999 $ –

The estimated fair values of Hoosier’s financial instruments carried at cost at December 31, 2019 and 2018 were as follows:

 2019 2018
 Carrying Fair Carrying Fair
 Amount Value Amount Value

Held-to-maturity investments $ 123,050 $ 125,425 $ 210,705 $ 209,362  

Long-term debt  1,218,811  1,319,691  1,352,917  1,394,462  

Carrying amounts for held-to-maturity investments include $1,507 and $3,507 at December 31, 2019 and 2018, respectively, 
recorded in Short-term investments. The inputs used to measure held-to-maturity investments are considered Level 2 and are 
based on third-party yield rates of similarly maturing instruments determined by recent market activity. The estimated fair value  
of secured notes and other notes payable was estimated using quoted market prices for the same or similar issues or on the 
current rates offered to Hoosier for instruments with similar characteristics and is classified as a Level 2 fair value measurement.

Because of the inherent difficulty of estimating interest rate and other market risks, the methods used to estimate fair value may 
not always be indicative of actual realizable value, and different methodologies could produce different fair value estimates at the 
reporting date. There were no other items subject to fair value disclosure.
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Rate Matters
Member revenue is recognized based on month-end meter readings. Nonmember revenue is recognized based on scheduled energy 
and demand in accordance with contractual agreements. Hoosier’s rate structure includes a power cost adjustment mechanism, 
which allows for the recovery of power costs varying from the targeted levels specified in base energy rates. Hoosier recognizes the 
under or over recovery in revenues, and a corresponding receivable or payable is recorded until such time as it is collected from or 
refunded to members. At December 31, 2019 and 2018, the over recovered amount is recorded as Over collected power costs on the 
Balance Sheets in current liabilities:

 Members Nonmembers Totals

   (Over Collected)  (Over Collected)  (Over Collected)
   Unrecovered  Unrecovered  Unrecovered
  Receivables Power Costs Receivables Power Costs Receivables Power Costs

2019 $ 38,767 $ (1,822) $ 4,236 $ – $ 43,003 $ (1,822) 

2018  35,852  (5,171)  5,022  –  40,874  (5,171)

Cash and Cash Equivalents
Hoosier classifies investments purchased with an original maturity of three months or less at acquisition as cash equivalents, such as 
money market mutual funds.

Use of Estimates
The presentation of financial statements in conformity with GAAP requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported amounts  
of revenue and expenses. Actual results could differ from those estimates.

Regulatory Assets and Liabilities
In accordance with the provisions of ASC 980 certain revenues and expenses are deferred if it is probable that such amounts will 
be recovered from or returned to customers in future rates (Note 4). A regulatory asset is charged to earnings if and when future 
recovery in rates of that asset is no longer probable. Revenues and expenses that are deferred are treated as non-cash items in 
the Statements of Cash Flows in the year of deferral.

Derivatives
Hoosier’s activities expose it to a variety of market risks including interest rates, transmission congestion, market power prices 
and commodity prices. Management has established risk management policies and strategies to reduce the potentially adverse 
effects that the volatility of the markets may have on its operating results. These policies and strategies include the use of derivative 
instruments as economic hedges. At December 31, 2018, Hoosier held derivative instruments in the form of fuel oil future contracts 
for the purpose of hedging volatility in fuel oil prices related to the price escalation charges in coal supply contracts. At December 
31, 2019, Hoosier held derivative instruments in the form of natural gas future contracts for the purpose of hedging volatility in gas 
prices related to operation of its gas-fired generating units. In addition, as of December 31, 2019 and 2018, Hoosier held FTRs to 
hedge price risk associated with transmission congestion.

HOOSIER ENERGY ANNUAL REPORT / 2019 27



Hoosier records all unrealized gains and losses on derivative instruments, with the exception of the normal purchases and sales 
exclusions, as regulatory assets or liabilities until such time that the asset or liability is settled, at which time the gain or loss is 
recognized in earnings. Such derivative instruments have unrealized losses totaling $1,398 and $1,973 as of December 31, 2019 
and 2018, respectively, recorded as regulatory assets as a component of Deferred charges and other. 

   Unrealized Gain (Loss)   
 Location of Gain (Loss)   Realized Recognized in
2019 Recognized in Income Gain (Loss) Deferred Charges

Natural gas contracts Fuel—gas expense  $ – $  (997)

Fuel oil contracts  Fuel—coal expense  (504)  –

FTR contracts  Purchased power  2,319  (401)

Energy swap contracts Purchased power  –  –

   $ 1,815 $ (1,398)

   Unrealized Gain (Loss)   
 Location of Gain (Loss)   Realized Recognized in
2018 Recognized in Income Gain (Loss) Deferred Charges

Natural gas contracts Fuel—gas expense $ (63) $  –

Fuel oil contracts  Fuel—coal expense   (216)     (974)

FTR contracts  Purchased power   5,490   (999)

Energy swap contracts Purchased power  55  –

   $ 5,266 $ (1,973)

   2019 2018
 Derivative Statement of Financial Derivative Fair Value Derivative Fair Value
 Instrument Position Location Assets Liabilities Assets Liabilities

Natural gas and fuel oil contracts Prepayments and other1  $ – $ (997) $ – $ (974)

FTR contracts  Other current liabilities  –  (401)  –  (999)

1Excluded from derivative assets are $166 and $1,279 as of December 31, 2019 and 2018, respectively, of margin cash held by counterparties, recorded in 
Prepayments and other.

The effect of derivative gains and losses is reflected in the net cash provided by operating activities in the Statements of Cash Flows.

Asset Retirement Obligations
ASC 410, Asset Retirement and Environmental Obligations, requires legal obligations associated with the retirement of long-lived 
assets to be recognized at fair value when incurred and capitalized as part of the related long-lived asset, including conditional asset 
retirements where an obligation exists even though the method or timing of settlement may be conditional. The liability is accreted 
to its present value each period and the capitalized cost is depreciated over the useful life of the related asset. When the asset 
is retired, the entity settles the obligation for its recorded amount or incurs a gain or loss. Hoosier’s asset retirement obligations 
primarily reflect requirements related to landfill and ash pond closure costs and coal pile remediation.

The following table represents the details of Hoosier’s asset retirement obligations as reported on the Balance Sheets.

 Beginning Liabilities Liabilities  Cash Flow Ending
 Balance Incurred Settled Accretion Revisions Balance

2019 $ 23,051   $ –   $ (111)  $ 1,373   $     – $ 24,313  

2018  21,987    –    (227)   1,291        –  23,051  
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Revenue Recognition 
In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606) as 
modified by subsequently issued ASUs. ASU 2014-09 superseded existing revenue recognition standards with a single model unless 
those contracts are within the scope of other standards. The revenue recognition principle in ASU 2014-09 is that an entity should 
recognize revenue to depict the transfer of goods or services to customers in an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for those goods or services. Hoosier adopted ASU 2014-09 effective January 1, 2019, using 
the modified retrospective approach and did not record a cumulative effect adjustment to retained earnings because the adoption 
did not have a material impact on the timing of revenue recognition as of the adoption date or for the year ended December 31, 
2019. ASU 2014-09 also requires expanded disclosures to enable users of the financial statements to understand the nature, 
amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers. See related disclosures below.

Revenue from Contracts with Customers 
The revenues of Hoosier are primarily derived from providing wholesale electric service to its members and from participation in 
wholesale electric power markets. Revenues from contracts with customers represent 99% of all Hoosier revenues. 

Hoosier’s performance obligations are satisfied over time and the Company recognizes revenue accordingly. Customers 
simultaneously receive and consume the benefits of Hoosier’s performance as energy is delivered. Billings for delivered energy 
occur monthly and payments are due within 30 days. 

Below is a disaggregated view of Hoosier’s revenues from contracts with customers as well as other revenues, including their 
location on the Statements of Operations and Comprehensive Income:

  Electric Other Operating
2019 Revenue Streams Revenue  Revenue 

Member Revenue: 

Energy revenue  $ 320,113  $ –  

 Demand revenue   248,827   –

 Other member revenue   7,921   –

Non-member energy market revenue   36,170   –

Generation byproduct revenue   –       445 

Total revenue from contracts with customers   613,031    445 

Sale of renewable energy credits   –      805 

Lease income   –     205 

Total revenue  $ 613,031 $ 1,455

Electric Revenue 
Electric revenues consist of wholesale electric power sales to members through the member power purchase contracts and from 
participation in the MISO and PJM wholesale electric power markets. Revenue from members is recognized based on amounts 
billed under wholesale tariffs which include contractually agreed upon rates. Energy and demand revenues are billed at fixed rates 
defined by approved tariffs at metered volumes for a billing period. 

The rate schedules within the member contracts also include two power cost adjustment clauses, which allow for increases or 
decreases in member power billings based upon actual power costs compared to plan for certain categories of revenues and 
expenses. The power cost adjustment was a charge to Hoosier members of $1,685 for 2019 and a credit of $6,381 for 2018. 
Credits or charges are recorded as a decrease or increase, respectively, in member revenues and are recorded in electric revenue 
in the Statements of Operations and Comprehensive Income.

Non-member energy market revenues are recognized based on metered volumes and market rates at the time and point of delivery. 
All of the electric revenues meet the criteria to be classified as revenue from contracts with customers.
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Other Operating Revenue 
Other operating revenue primarily includes sale of utility plant byproducts including fly ash. Plant byproducts are marketed and sold 
to external customers and revenue is recognized at the time the goods are transferred.

Revenue Recognition Prior to ASU 2014-09 
For the year ended December 31, 2018, electric revenue is recognized when energy is delivered to Hoosier’s members and 
non-member organizations. Other operating revenue is recognized at the time the title of the goods and all risks of ownership 
transfer to the customers and settlement price is realizable.

Recently Issued Accounting Standards 
In February 2016, the FASB issued an ASU intended to improve financial reporting involving leasing transactions. The update will 
require organizations that lease assets to recognize on the Balance Sheets the assets and liabilities for the rights and obligations 
created by those leases. Under the new guidance, a lessee will be required to recognize assets and liabilities for leases with lease 
terms of more than twelve months. Implementation of the update will primarily impact the Balance Sheets. It does not include 
provisions that would significantly impact the Statements of Operations and Comprehensive Income or Statements of Cash Flows. 
For nonpublic entities, the guidance is effective for annual reporting periods beginning after December 15, 2020. Hoosier is currently 
evaluating the impact it will have on the financial statements and disclosures.

In August 2016, the FASB issued an ASU intended to provide specific guidance regarding how certain cash receipts and cash 
payments are presented and classified in the Statements of Cash Flows. The update addresses eight specific cash flow issues: debt 
prepayment or debt extinguishment costs; settlement of zero-coupon bonds; contingent consideration payments made after a 
business combination; proceeds from the settlement of insurance claims; proceeds from the settlement of corporate-owned insurance 
policies; distributions received from equity method investees; beneficial interest in securitization transactions; and separately 
identifiable cash flows and application of the predominance principle. The standard requires retrospective application to each period 
presented. Hoosier adopted the standard on January 1, 2019 and it had no material impact to the Statements of Cash Flows.

In November 2016, the FASB issued an ASU intended to address diversity in the classification and presentation of changes in 
restricted cash on the Statements of Cash Flows. The amendments in this update require that the Statements of Cash Flows explain 
the change during the period in the total of cash, cash equivalents, and amounts generally described as restricted cash or restricted 
cash equivalents. Amounts generally described as restricted cash and restricted cash equivalents should be included with cash and 
cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the Statements of Cash Flows. 
The standard requires retrospective application to each period presented. Hoosier adopted the standard as of January 1, 2019 with 
new presentation requirements reflected in the Statements of Cash Flows. 

In March 2017, the FASB issued an ASU intended to improve the presentation of net periodic pension cost and net periodic 
post-retirement benefit cost. The update requires that an employer disaggregate the service cost component from the other 
components of net benefit cost. The amendments also provide explicit guidance on how to present the service cost component 
and the other components of net benefit cost in the income statement and allow only the service cost component of net benefit  
cost to be eligible for capitalization. Amendments are to be applied retrospectively for presentation of costs and prospectively for 
capitalization of service costs. The guidance allows a practical expedient which permits use of previously disclosed service costs 
and other costs from the pension and other post-retirement benefit plan disclosure in the comparative periods as appropriate 
estimates when retrospectively changing the presentation of these costs in the statements of operations. The Company adopted  
the standard on January 1, 2019 and elected the practical expedient available under the transition guidance. Adoption of the new 
requirement was not material to prior year balances reflected in Hoosier’s Statements of Operations and Comprehensive Income, 
therefore Hoosier did not adjust the classification. 

In August 2017, the FASB issued an ASU intended to improve the financial reporting of hedging relationships to better portray the 
economic results of an entity’s risk management activities in its financial statements. The amendments expand and refine hedge 
accounting for both nonfinancial and financial risk components and align the recognition and presentation of the effects of the 
hedging instrument and the hedged item in the financial statements. For nonpublic entities, the amendments in this update are 
effective for fiscal years beginning after December 15, 2020 with early adoption permitted. Management does not expect the 
adoption of this guidance to have a material impact on Hoosier’s financial statements or disclosures.

In December 2019, the FASB issued an ASU intended to simplify the accounting for income taxes by removing certain exceptions to 
general tax accounting principles. For nonpublic entities, the amendments in this update are effective for fiscal years beginning after 
December 15, 2021 with early adoption permitted. Management does not expect the adoption of this guidance to have a material 
impact on Hoosier’s financial statements or disclosures.
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2. electric plant
Electric plant, at December 31, 2019 and 2018, consists of the following:

     2019    2018 

Production plant (Note 7) $ 1,864,044 $ 1,854,237    

Transmission plant    289,806  278,374    

Distribution plant     121,876  117,788    

General plant     157,488  151,805   

Intangible plant   27,342  27,342   

 Electric plant in service   2,460,556  2,429,546    

Construction work in progress   11,481  20,636    

Plant held for future use   4,613  4,150      

    $ 2,476,650 $ 2,454,332   

Hoosier owns 50% of a 630-megawatt combined cycle plant in southern Illinois and 67% of a 258-megawatt natural gas-fueled 
peaking plant in Indiana. The plant investments disclosed in the table above represent Hoosier’s undivided interest in each co-owned 
plant. Hoosier’s proportionate share of assets, liabilities and direct expenses associated with joint ownership is included in the 
accompanying financial statements.

Supplemental Cash Flow Information 
As of December 31, 2019 and 2018, Hoosier’s accounts payable balances included $3,039 and $3,923, respectively, for capital 
expenditures. These amounts will be included as a cash outflow from investing activities for capital expenditures when paid.

3. investments at cost
Amortized cost and estimated fair value of held-to-maturity investments at December 31, 2019 and 2018 are as follows:

    Gross Gross 
   Amortized Unrealized Unrealized Fair
2019   Cost Gains Losses Value

CoBank—Class C and E stock $ 5,210 $ – $ (409) $ 4,801  

CFC—capital and equity term certificates  4,182  –   (321)    3,861  

CFC—capital patronage certificates  2,732  89    –          2,821  

RUS—cushion of credit (restricted)  97,620  1,456    –        99,076  

Corporate bonds1  7,095  60  –    7,155  

Other investments  6,211          –  –  6,211  

  $ 123,050 $ 1,605   $ (730)  $ 123,925  

1 Includes $1,507 in corporate bonds with maturities less than one year recorded in Short-term investments

    Gross Gross 
   Amortized Unrealized Unrealized Fair
2018   Cost Gains Losses Value

CoBank—Class C and E stock $ 4,876 $ – $ (533) $ 4,343  

CFC—capital and equity term certificates  6,282  –  (732)     5,550  

CFC—capital patronage certificates  2,690  92    –          2,782  

RUS—cushion of credit (restricted)  186,500  –    (149)          186,351  

Corporate bonds2  6,960  –  (21)     6,939  

Other investments  3,397          –  –  3,397  

  $ 210,705 $ 92   $ (1,435)  $ 209,362

2 Includes $3,507 in corporate bonds with maturities less than one year recorded in Short-term investments
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In accordance with the Rural Electrification Act of 1936 (RE Act), as amended, the RUS established a cushion of credit program. 
Under this program, RUS borrowers were allowed to make voluntary deposits into a special cushion of credit account which accrued 
interest at a rate of 5% per annum. Effective December 20, 2018, the Agriculture Improvement Act of 2018 eliminated future deposits 
into the program and prescribed a new interest rate schedule for existing deposits. The current rate of 5% is in effect until September 
30, 2020 after which deposits will earn interest at 4% until September 30, 2021. Thereafter deposits will earn the 1-year treasury rate. 
The amounts in the cushion of credit account (deposits and earned interest) can only be used to make payments on loans made or 
guaranteed under the RE Act and are therefore considered restricted. Hoosier’s cushion of credit account balance was $97,620 and 
$186,500 at December 31, 2019 and 2018, respectively and is recorded in Long-term investments. 

4. deferred charges and credits
Deferred charges, net of accumulated amortization, at December 31, 2019 and 2018, consist of the following:

   2019   2018 

Regulatory asset for early plant retirement $ 50,838 $ 56,487

Debt issuance costs    206    334

Regulatory asset for losses on early extinguishment of debt  120    258

Regulatory asset for termination of long-term financing obligations   –    6,334

Regulatory asset for fair value of derivative instruments   1,398  1,973

Regulatory asset for realized losses on interest rate hedging   7,540  8,280

Regulatory asset for abandoned project   5,219  5,592

Regulatory asset for major outage costs  12,375  14,437

Regulatory asset for landfill gas plant retirement  3,214  3,857

Pension prepayment, net of current portion (Note 9)   3,867  5,800

Other deferred charges   4,452  4,159 

  $ 89,229 $ 107,511

The Ratts plant was retired from service in March 2015. The unrecovered cost of the plant is being amortized over thirteen years, 
which represents the remaining depreciable life of Ratts at retirement. The related revenue will be collected from members over the 
same period.

Debt issuance costs include fees associated with Hoosier’s revolving credit facility. The fees are being amortized over approximately 
five years, which is the term of the facility.

Losses on early extinguishment of debt arising from repricing transactions are being amortized over periods ranging from fourteen 
to thirty-six years, the lives of the related or replacement debt, using the straight-line method.

During 2009, two long-term financing transactions were terminated. Hoosier’s Board resolved to recognize the cost of termination 
over ten years, which is the life of associated borrowings. The related revenue will be collected from members over the same period.

Hoosier records all unrealized gains and losses on derivative instruments, with the exception of the normal purchases and sales 
exclusions, as regulatory assets or liabilities until such time that the asset or liability is settled, at which time the gain or loss is 
recognized in earnings.

Hoosier recognized losses on interest rate hedges during 2013 and 2014. The losses are being amortized over twenty-six years, 
which represents the lives of the related borrowings.

During 2013, a landfill gas generation project was cancelled. Stranded costs associated with the cancellation are being amortized 
over twenty years, which is the average useful life of similar assets.

In 2018, a regulatory asset was established to defer major outage costs incurred at the Merom Generating Station (Merom). The 
costs will be amortized over eight years, which represents the expected cycle of major maintenance activities.

During 2018, a landfill gas generating plant was retired from service early. The unrecovered cost of the plant is being amortized over 
six years, which is the remaining life of plant borrowings.

Total amortization related to the above items was $20,219 and $18,660 in 2019 and 2018, respectively.
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5. member capital and other equities
For financial reporting purposes, operating margins are assignable to members based upon their share of amounts paid for wholesale 
energy during the year. Nonoperating margins are retained to offset operating losses or, by action of the Board, may be assigned to 
members. Accumulated unassigned nonoperating margins are recorded as other equities in the Statements of Changes in Equity.

Hoosier’s bylaws state that Hoosier’s patronage-sourced federal taxable income is assignable to members based upon their share of 
amounts paid for wholesale energy during the year.

Hoosier has certain loan agreements (Note 6) which contain restrictions on distributions.

The Board authorized, and the RUS approved, retirement of $6,547 in patronage capital for both 2019 and 2018.

6.  long-term debt
Secured Notes under Indenture
An Indenture of Mortgage, Security Agreement and Financing Statement, dated as of December 21, 2010 (Indenture), between 
Hoosier, as Grantor, and U.S. Bank National Association, as Trustee, as supplemented, provides secured note holders with a pro-
rated interest in substantially all owned assets.

   2019   2018 

Secured notes under the Indenture:  

Rural Utilities Service (RUS) (a) $ 1,739 $ 3,126  

Federal Financing Bank (FFB) (b)  882,296  947,010   

CoBank (c)  71,825  76,758  

CFC (d)  12,000  21,356  

Series 2011A Notes (e)  190,000  190,000

Series 2011B Notes (f)  50,000  50,000

Subtotal  1,207,860  1,288,250  

Less portion due within one year:  

RUS  576  1,105  

FFB  38,776  39,612  

CoBank  4,946  4,933  

CFC  –  7,780  

Subtotal  44,298  53,430

Total $ 1,163,562 $ 1,234,820  

(a) The notes payable to United States of America (RUS) are due in monthly and quarterly installments of varying amounts through 
2023. The weighted average interest rate was 5% at December 31, 2019.

(b) The notes payable to FFB are guaranteed by RUS and under the terms of the agreement all advances are subject to RUS’s 
approval. Interest on each advance is payable quarterly at the respective rate established by FFB at the time of the advance. 
Maturity dates range from December 2020 through January 2045, and the weighted average interest rate was 3.3% at 
December 31, 2019.

(c) The terms of the CoBank notes provide for quarterly payments of principal and monthly payments of interest at a weighted 
average rate of 2.9% at December 31, 2019. Maturity dates range from November 2020 to February 2033. Hoosier, at its 
option, can fix the interest rate on varying amounts for various terms or allow the rate to be adjusted periodically by CoBank.

(d) The terms of the CFC note provides for quarterly payments of interest at 4.4% and principal is due June 2040.

HOOSIER ENERGY ANNUAL REPORT / 2019 33



(e) The terms of the Series 2011A first mortgage notes provide for semiannual payments of interest at 4.9% and annual principal 
payments at various amounts from September 2033 to September 2039.

(f) The terms of the Series 2011B first mortgage notes provide for semiannual payments of interest at 4.1% and principal is due 
September 2029.

Other Unsecured Notes
Unsecured notes payable consist of the following:

   2019   2018 

Other unsecured notes:  

CoBank (g) $ 8,801 $ 15,619  

CFC (h)  2,150  4,048  

Subtotal  10,951  19,667  

Less portion due within one year:  

CoBank  3,419  6,818  

CFC  387  1,666  

Subtotal  3,806  8,484

Total $ 7,145 $ 11,183  

(g) The terms of the unsecured CoBank notes provide for quarterly payments of principal and interest at a weighted average rate 
of 3.3% at December 31, 2019. Maturity dates range from January 2020 to May 2023.

(h) The terms of the unsecured CFC notes provide for quarterly payments of principal and interest at either fixed or variable 
rates as elected by Hoosier. The weighted average interest rate on advanced funds was 3.0% at December 31, 2019 and the 
maturity dates are October 2024.

At December 31, 2019, estimated principal maturities of secured notes under the Indenture and other unsecured notes are as follows:

Years Ending December 31

2020  $  48,104  

2021    37,617  

2022    49,500

2023    46,247

2024  56,297

Thereafter    981,046

 $ 1,218,811

Credit Lines
Hoosier has a $300,000 syndicated revolving credit facility, which matures August 11, 2021. The proceeds of the facility may be 
used for working capital, capital expenditures, other general corporate purposes, and for the issuance of up to $50,000 of letters  
of credit. The credit facility bears interest at various rates. There was $45,000 outstanding as of December 31, 2018 at an interest 
rate of 3.5%.

The existing Indenture and certain other debt agreements contain provisions which, among other restrictions, require Hoosier to 
maintain certain financial ratios. Management believes that Hoosier was in compliance with these financial ratios at December 31, 
2019 and 2018.

Cash paid for interest was $44,672 and $56,977 during the years ended December 31, 2019 and 2018, respectively. Capitalized 
interest was $457 and $517 in 2019 and 2018, respectively.
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7.  capital lease obligations
In 2016 and 2017, Hoosier entered into ten lease agreements for solar generating facilities. The original lease terms are ten years 
after which Hoosier may purchase the facilities or renew the leases for an additional two years. The agreements are classified as 
capital leases. Electric plant includes $14,257 of capital lease assets associated with the agreements in both 2019 and 2018.

Future minimum payments, by year and in the aggregate under capital leases, are as follows:

Years Ending December 31

2020   $ 1,327

2021    1,448

2022    1,448

2023    1,448

2024    1,448

Thereafter  7,594

 Total minimum lease payments  14,713

Less amount representing interest at 4.9%  (2,913)

 Present value of net minimum lease payments  11,800

Less portion due within one year  (813)

    $ 10,987

8.  income taxes
As of December 31, 2019 and 2018, Hoosier has net operating loss carryforwards for federal and state income tax purposes of 
$280,918 and $290,820, respectively, which are available to offset future taxable income. These net operating loss carryforwards 
will expire between 2020 and 2036. A full valuation allowance has been established to offset these deferred tax assets since 
Hoosier does not expect to realize these net operating loss carryforwards before they expire.

Hoosier files income tax returns in the U.S. jurisdiction and various states. The tax years 2015 through 2019 remain open to 
examination by the major taxing jurisdictions to which Hoosier is subject. Hoosier has no uncertain tax positions recognized  
in the financial statements.

On December 22, 2017, the United States government enacted comprehensive tax legislation commonly referred to as the Tax 
Cuts and Jobs Act (“the Tax Act”). Among other provisions, the Tax Act lowers the corporate federal income tax rate from 35%  
to 21% effective January 1, 2018. The Tax Act did not impact Hoosier’s financial statements or disclosures.
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9.  retirement plans
Multiemployer Plan
The National Rural Electric Cooperative Association (NRECA) Retirement Security Plan (RS Plan) is a defined benefit pension plan 
qualified under Section 401 and tax-exempt under Section 501(a) of the Internal Revenue Code. It is a multiemployer plan under  
the accounting standards. The plan sponsor’s Employer Identification Number is 53-0116145 and the Plan Number is 333.

A unique characteristic of a multiemployer plan compared to a single employer plan is that all plan assets are available to pay benefits 
of any plan participant. Separate asset accounts are not maintained for participating employers. This means that assets contributed 
by one employer may be used to provide benefits to employees of other participating employers.

Hoosier’s contributions to the RS Plan in 2019 and in 2018 represented less than 5% of the total contributions made to the plan by all 
participating employers. Hoosier made contributions to the plan of $8,308 and $8,198 in 2019 and 2018, respectively.

In 2013, Hoosier elected to participate in a voluntary prepayment option offered to participants in the RS Plan. Hoosier contributed 
$19,334 under the prepayment program during 2013. According to RUS guidelines, the amount will be amortized to benefit costs 
over a ten-year period, which represents the remaining service lives of all plan participants. The prepayment amount is Hoosier’s 
share, as of January 1, 2013, of future contributions required to fund the RS Plan’s unfunded value of benefits earned to date 
using RS Plan actuarial valuation assumptions. After making the prepayment, Hoosier’s annual contribution rate was reduced 
by approximately 25%, retroactive to January 1, 2013. The 25% differential in contribution rates is expected to continue for 
approximately fifteen years but is subject to change as a result of actual plan experience. Total contributions include amortization  
of payments made under the voluntary prepayment option. Amortization of the prepayment totaled $1,933 for both 2019 and 2018.

In the RS Plan, a “zone status” determination is not required, and therefore not determined, under the Pension Protection Act (PPA) 
of 2006. In addition, the accumulated benefit obligations and plan assets are not determined or allocated separately by individual 
employer. In total, the RS Plan was at least 80% funded on January 1, 2019 and January 1, 2018, based on the PPA funding target 
and PPA actuarial value of assets on those dates.

Because the provisions of the PPA do not apply to the RS Plan, funding improvement plans and surcharges are not applicable. 
Future contribution requirements are determined each year as part of the actuarial valuation of the plan and may change as a 
result of plan experience.

Retirement Savings Plan
Employees of Hoosier are also eligible to participate in the Retirement Savings Plan. This is a defined contribution, 401(k) plan. 
Eligible employees are eligible for employer matching contributions. Hoosier provided matching contributions totaling $1,446  
and $1,370 in 2019 and 2018, respectively. 

Long-Term Disability Plan
Hoosier provides long-term disability benefits to its employees. Prior to September 2016, benefits included payment of 100% of 
single coverage premiums and 80% of dependent coverage premiums. Following changes to the plan, employees will receive 
benefits for a maximum of two years or until reaching age 62 and then are required to pay 100% of the retiree-appropriate premium. 
Accrued long-term disability benefits of $503 and $623 were recorded in Other long-term liabilities as of December 31, 2019 and 
2018, respectively. 

Post-Retirement Health Plan
Hoosier provides post-retirement health benefits to eligible retirees, which include payment of 100% of single coverage premiums 
and 50% of dependent coverage premiums to age 65 for those eligible employees hired before December 31, 2007. Hoosier funds 
the plan as health care claims are required to be paid.

Deferred Compensation Plan
Hoosier maintained a nonqualified deferred compensation program (Deferred Plan) to provide supplemental retirement payments to 
qualifying employees. The Deferred Plan liability was $3,330 as of December 31, 2018, and was included in Other current liabilities 
in the Balance Sheets. Qualifying participants retired during 2019 and were compensated resulting in no obligations as of December 
31, 2019 associated with the plan.
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Defined Benefit Plan
Certain of Hoosier’s employees participate in an Executive Benefit Restoration Plan (EBR Plan) established in 2014 and administered 
by the NRECA. The EBR Plan is a noncontributory defined benefit plan sponsored by Hoosier. Benefits under the EBR Plan are 
based on the difference between amounts without Internal Revenue Service (IRS) qualified pension plan limits on compensation and 
benefits and those with such limits as determined under the provisions of the NRECA RS Plan. The EBR Plan liability was $4,267 
and $2,438 as of December 31, 2019 and 2018, and was included in Long-term liabilities in the Balance Sheets. Hoosier intends  
to fund the plan as retirement claims are required to be paid.

The following sets forth the benefit obligation, the change in plan assets, and the components of accrued benefit cost and net 
periodic benefit cost for both the post-retirement health plan and the defined benefit plan.

   Post-Retirement Defined Benefit
   Health Plan Plan

   2019 2018 2019 2018

Benefit obligation–beginning of year $ 4,845 $ 5,080  $ 2,438 $ –

Service cost  171  171    98  97

Interest cost  192  190    144  126

Actuarial loss / (gain)  (59)  62    1,122  1,722

Benefits paid  (643)  (658)  (6)  –

Prior service cost  –  –  471  493

 Benefit obligation–end of year    4,506  4,845    4,267  2,438

Fair value of plan assets–beginning of year  –  –  –  –

Company contributions  643  658    6  –

Benefits paid  (643)    (658)    (6)  –

 Fair value of plan assets–end of year  –   –  –  –
 
Funded status, other long-term liabilities $ (4,506) $ (4,845)  $ (4,267) $ (2,438)
  
Service cost $  171 $ 171 $ 98 $ 97

Interest cost  192  190  144  126

Amortization of prior service cost  –   –  101  125

Amortization of loss / (gain)  –   –  198  333

Net periodic benefit cost $  363 $ 361 $ 541 $ 681
  
Unrecognized actuarial loss / (gain) $ 406 $ 465 $ – $ –

Accumulated other comprehensive income $  406 $ 465  $ 3,051 $ 1,757

HOOSIER ENERGY ANNUAL REPORT / 2019 37



The assumptions used to determine the benefit obligation expense and net periodic expense were as follows for the years ended 
December 31:

   Post-Retirement Defined Benefit
   Health Plan Plan

    2019  2018 2019 2018

Weighted average discount rate 3.25%  4.25%   3.40% 4.38%

Average salary increase –  –  4.00% 4.00%

Health care trend rate:
 Initial  8.00%  9.00%   – –

 Ultimate   4.50%  5.00% – –

 Years to ultimate 7  10 – –

Benefits expected to be paid under these assumptions over the next ten years are as follows:

   Post-Retirement Defined Benefit
Years Ending December 31 Health Plan Plan

2020 $ 473   $ –

2021  446    263

2022  463    21

2023  483  –

2024   396  –

2025-2029  1,833  7,248

Changes in the assumed health care cost trend rates would affect the accumulated post-retirement benefit liability and the net periodic 
post-retirement benefit expense for 2019 as follows:

   Post-Retirement
   Health Plan

   1% Increase 1% Decrease

Accumulated post-retirement benefit obligation $ 324 $ (288)

Net periodic post-retirement benefit expense  33  (29)
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10. commitments and contingencies
Coal Supply Agreements
Hoosier has entered into long-term contracts for the supply of coal. Certain of these contracts extend through 2023, and provide 
for price escalation under certain terms, primarily based on the market price of fuel oil. Coal payments under contracts for 2019 and 
2018 were $114,952 and $106,568, respectively, and total estimated minimum payments for the contracts through the year 2023 are:

Years Ending December 31

2020 $ 105,546

2021  63,870

2022  30,037

2023  30,720

 $ 230,173

Rail Car Leases
Hoosier leases two hundred railroad cars used in transporting coal to a generating facility. Rental expense related to rail car leases 
was $541 and $714 in 2019 and 2018, respectively. 

Merom Leases
In 2016, Hoosier exercised end of lease renewal options for certain property at Merom (Note 7). The original capital leases expired 
during 2017 and Hoosier elected renewal periods ranging in length from eighteen months to five years. During 2017, Hoosier gave 
required notice to an owner/lessor of the intent to purchase their undivided ownership interest at the expiration of the first renewal 
period. The transaction occurred in December 2018 at a fair market value purchase price of $7,483. The remaining lease expires 
June 30, 2022 and includes various renewal alternatives and fair market value purchase options.

Future annual rental payments under the operating leases for both the rail cars and Merom leases are:

Years Ending December 31

2020 $ 1,487

2021  1,487

2022  809

2023  78

 $ 3,861

Self-Insurance
Hoosier has adopted a self-insured medical plan for the benefit of its employees. Stop loss insurance is maintained for individual 
claims in excess of $350 for each policy year. Hoosier’s expense under the self-insured medical plan was $10,652 and $9,885 
for 2019 and 2018, respectively. Liabilities associated with the plan were $1,150 and $1,139 as of December 31, 2019 and 2018, 
respectively, and are included in Other current liabilities in the Balance Sheets.

Guaranty
Hoosier entered into a guaranty agreement associated with fuel supply for a jointly owned generating facility. Under terms of the 
guaranty, Hoosier could be held responsible for obligations arising in the event a co-owner of the facility failed to perform. The 
amount of the guaranty was $6,000 as of December 31, 2019 and 2018, and there were no liabilities recorded against the guaranty.
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Environmental
On April 17, 2015, the Environmental Protection Agency (EPA) published regulations which include requirements for the disposal 
of coal combustion residuals (CCRs), commonly known as coal ash, from coal-fired power plants. The rule establishes technical 
requirements for CCR landfills and surface impoundments under subtitle D of the Resource Conservation and Recovery Act. On 
August 21, 2018, District of Columbia (DC) Circuit Court of Appeals vacated and remanded back to EPA provisions in the Final CCR 
Rule that pertained to the exemption from regulation of inactive impoundments at inactive facilities. In 2019, EPA issued two draft rule 
updates with a final rule expected mid 2020. Hoosier has recognized asset retirement obligations for surface impoundments based 
on projected compliance costs under the rule.

On October 23, 2015, the EPA published the Clean Power Plan rule. The rule seeks to reduce nationwide carbon dioxide emission 
rates from power plants 32% by 2030 from 2005 levels. The rule requires reductions beginning in 2022. On February 9, 2016, the 
United States Supreme Court granted a stay of EPA’s Clean Power Plan pending disposition of applicants’ petitions for review in the 
United States Court of Appeals for the DC Circuit and disposition of applicants’ petition for a writ of certiorari, if such writ is sought. 
On March 28, 2017, an Executive Order was issued to rescind the Clean Power Plan. In October 2017, the EPA proposed to repeal the 
Clean Power Plan and launched a notice of advanced public rule making for a potential replacement rule. On August 20, 2018, EPA 
proposed the Affordable Clean Energy rule, which replaces the Clean Power Plan. On June 19, 2019, EPA issued the final Affordable 
Clean Energy rule. The new rule focuses on heat-rate efficiency improvements with no carbon controls and empowers states to 
develop their own plans to reduce Green House Gas. The Indiana Department of Environmental Management is currently developing 
the state plan. Due to the uncertainty of the rule, Hoosier is unable to estimate the cost of compliance at this time.

The EPA published the Effluent Limitations Guidelines and Standards for the Steam Electric Power Generating Point Source Category 
rule (ELG Rule) on November 3, 2015. The rule sets federal limits on the levels of metals in wastewater that can be discharged from 
power plants. In April 2017, the EPA issued an administrative stay to delay the compliance deadlines for the ELG Rule while the 
agency reviews the rule. On November 4, 2019, EPA issued the draft ELG rule for comment with a final rule expected late 2020. Due 
to the uncertainty of the rule, Hoosier is unable to estimate the cost of compliance at this time.

There are many current environmental and energy policy issues, including those mentioned above, that have the potential to affect 
electric utilities, including Hoosier. The effect of the outcome of these issues on Hoosier’s operations cannot be estimated.

Legal
Hoosier is a defendant in various other claims and lawsuits arising in the normal course of business. While the ultimate results 
of these other lawsuits or proceedings against Hoosier cannot be estimated with certainty, management does not expect these 
matters will have a material adverse effect on Hoosier’s financial position, results of operations, or cash flows.

11.  subsequent events
On January 20, 2020, Hoosier’s Board approved a new long-range resource plan. Under the plan, Hoosier expects to retire the 
coal-fired Merom plant in 2023 and transition to a more diverse generation mix. While the resource plan is ultimately subject to 
change, it currently does not require the approval of a regulatory commission. In the event of retirement, Hoosier anticipates 
establishing a regulatory asset to fully recover the remaining undepreciated net book value of the Merom plant. Any impacts 
associated with the plant retirement and potential replacement options are still being evaluated. The outcome of the long-range 
resource plan on Hoosier’s financial statements and disclosures cannot be estimated at this time.

The financial statements include a review of subsequent events through March 18, 2020, the date the financial statements were 
available to be issued.
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five-year summary of operations  
For the years ended December 31
(Dollars in thousands)  2019  2018  2017  2016  2015

revenues:        

 Sales of electricity  $ 613,031  $ 628,974   $ 673,552  $ 687,306  $ 672,865  

 Other revenue     1,455    2,214    321    225    265  

Total operating revenue    614,486    631,188    673,873    687,531    673,130  

operations expense:        
 Production expense     177,401    206,259    176,688    215,152    199,895    

 Other power supply     146,987    137,754    192,025    178,771    173,887   

 Transmission and distribution     48,553    45,404    40,549    37,501    38,383    

 Administrative and general expenses    33,378    30,739    33,204    33,727    31,942  

 Depreciation and amortization     88,225    86,467    89,330    85,422    83,483   

 Other    (3,063)   (3,665)   (3,264)   (2,379)   (1,702)

 Fixed charges, primarily interest expense     49,155    52,439    54,921    56,933    58,862   

Total operations expense    540,636    555,397    583,453    605,127    584,750    

maintenance expense:      
 Production   41,919    42,995    53,395    41,233    46,496    

 Transmission    6,267    6,766    7,361    7,695    7,169   

 Distribution   5,388    5,214    4,569    4,087    4,781     

 General plant    1,841    1,880    1,870    1,873    3,009    

Total maintenance expense    55,415    56,855    67,195    54,888    61,455    

Total cost of electric service    596,051    612,252    650,648    660,015    646,205    

 Operating margin    18,435    18,936    23,225    27,516    26,925   

Nonoperating margin and other    3,429    4,368    4,948    5,622    2,360    

 Net margin   $ 21,864 $ 23,304 $ 28,173 $ 33,138 $ 29,285   

 

Member systems served    18    18    18    18    18

Peak demand by members (MW)    1,714    1,668    1,425    1,498    1,643   

Sales to members (MWh)   7,676,168    7,851,821    7,309,713    7,395,500    7,354,000 

Sales to others (MWh)   1,191,120    1,444,221    2,154,725    3,036,919    2,066,844 

Average revenue/MWh sold $ 69.13 $ 67.66 $ 71.17 $ 65.88 $ 71.42

Members average cost/MWh $ 75.41 $ 75.20 $ 75.39 $ 75.50 $ 77.47

Member consumers end of year   305,656    303,940    301,103    299,073    297,065 

Net generation (MWh)   5,479,829    6,622,283    5,407,732    6,912,758    5,640,739 

Purchased power (MWh)   3,562,122    2,872,027    4,227,248    3,690,126    3,955,847 

Coal burned (Tons)   2,155,086    2,714,026    2,261,097    2,783,762    2,437,687    

Number of employees   432    433    441    450    453   

comparative statistical
summary
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member distribution 
system profiles

 Member Miles Net Utility Full Time
As of December 31, 2019 Consumers of Line Plant Value Employees

Bartholomew County REMC  11,710   1,228  $ 47,101,241 37   

Clark County REMC   25,154   1,842    103,870,346   52   

Daviess-Martin County REMC    8,219   1,382    28,707,687   25   

Decatur County REMC    8,054   1,060    32,566,982   25   

Dubois REC   13,913   1,718    42,230,269   28   

Harrison REMC    23,464   2,475    75,399,623   46   

Henry County REMC    9,932   1,031    40,184,463   31   

Jackson County REMC    24,420   2,937    85,373,555   83   

Johnson County REMC    26,269   1,717    91,528,702   61   

Orange County REMC    7,831   1,116    30,767,933   41   

RushShelby Energy    14,648   2,107    67,536,885   44   

South Central Indiana REMC    33,916   3,845    131,592,532   114   

Southeastern Indiana REMC   27,336   3,234    101,802,970   61   

Southern Indiana Power    9,295   1,656    37,627,123   24   

Utilities District of Western Indiana REMC    19,038   2,673    74,769,889   48   

Wayne-White Counties Electric Cooperative    13,582   3,207    64,949,483   43   

Whitewater Valley REMC    11,922   1,871    43,380,734   25  

WIN Energy    16,953   2,649    90,299,209   54   

Total    305,656   37,748  $ 1,189,689,626   842   
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seven cooperative 
principles

#1 voluntary and open membership
Cooperatives are voluntary organizations. Membership is open to all who use our services without gender, social, 
racial, political or religious discrimination.

The consumer-owned cooperative business model is guided by seven important principles—principles 
that were established in 1844 in Rochdale, England, and have been adopted by cooperatives around  
the world ever since. These seven principles are the foundation for providing our member systems  
with safe, reliable and clean energy every day. 

#2 
democratic member control
We are a democratic organization. That means an elected representative from each of our 18 member distribution 
systems actively participates in setting policies and making decisions for the benefit of all.

#3 
members, economic participation
As a cooperative, Hoosier Energy is just as focused on providing an affordable and reliable power supply as our member 
distribution cooperatives. Our goal is to run the business as efficiently as possible, not to make a profit. Any additional 
revenue is invested directly into the business, then returned to member systems after a specified number of years.

#4 
autonomy and independence
Cooperatives are autonomous, self-help organizations. If Hoosier Energy enters into agreements with other organizations 
or raises capital from external sources, it does so only if the terms ensure democratic member control and autonomy. 
Because the seven cooperative principles define the values we live by, cooperatives in general, and Hoosier Energy in 
particular, would never forsake those principles for financial gain.

#5 
education, training and information
With the ever-changing energy landscape, Hoosier Energy works proactively to ensure a diverse mix of generation 
resources will provide the best balance for affordable and reliable power to member systems. Those efforts include 
extensive member services to provide cooperative employees with the education and training they need to contribute 
effectively to the development of their cooperative.

#6 
cooperation among cooperatives
The philosophy of cooperation is a way of life for cooperatives. Cooperatives serve their members most effectively 
and strengthen the cooperative movement by working together through local, national, regional and international 
structures. Cooperatives formed Hoosier Energy in 1949 to supply electric distribution systems with a dependable, 
economical source of power. Working together, we are providing better value for members’ energy dollars.

#7 
concern for community
As a cooperative, our focus is always local. We are a part of the communities we serve. Our members’ concerns are 
our concerns, and we work hard every day to keep the power on, keep electric bills low, and make our communities 
better places to live.
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