
&

2008NES Annual Report
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Sets the Bar in 
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10TIPS for Saving Energy
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OUT
NES preaches 
conservation
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     Nashville SOUNDS 
   WYNDHAM Hotels 
          take conserving 
                to the NEXT        
                       LEVEL
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conserve?
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the power 
is yours!

You don’t have to 
do much, but if we 
all do just one thing 
to conserve energy 
– like change out a 
lightbulb or change 
the thermostat one 
degree – we can start 
a revolution.

Read on to see what 
other Nashvillians do. 
You could be next…



In the face of soaring food and energy costs, 
consumers are looking for new ways to save 
money. At the same time, there is a heightened 
awareness among many people about the 
impact they are having on the environment  
– and they are looking for ways to lessen it.

Those concerns are intersecting when it comes 
to the consumption of electricity, and that’s 
why we’re finding that a lot more people are 
listening to NES’ conservation message.

In years past, the responsibility of electric 
utilities, like NES, was simple – to provide an 
adequate supply of power to meet customer 
demand. Now, however, a growing number 
of our customers are looking to us to help them 
reduce their electric bills and their impact on  
the environment.

We know that “green-speak” has recently 
become a fad for many people, but NES 
has been preaching the gospel of energy 
conservation for years. We’re proud that NES 
and our partner, the Tennessee Valley Authority, 
have been leaders in the energy conservation 
movement since the mid-1970s when we 
partnered together to offer customers 
interest-free loans to improve the 
energy-efficiency of their 
homes and HVAC 
systems.

At NES, we couldn’t be happier that 
conservation is being taken more seriously 
now than perhaps since World War II, 
which is why we are pleased to focus on 
conservation in this report.

In the following pages, we’ll share stories 
of NES customers who are doing their part 
to conserve. You will meet a local resident 
who made a significant investment in energy 
conservation for his grandchildren. You’ll meet 
representatives from the local minor league 
baseball team who asked NES to identify 
conservation methods that would affect their 
bottom line.

You will meet a university administrator who 
is coordinating her university’s environmental 
efforts. You will also meet high school and 
college students, business owners, community 
leaders and NES employees who are doing 
what they can to conserve.

For 69 years, NES has supplied our customers with 
affordable and reliable electricity that has enhanced 
our standard of living. We are proud of that legacy, 
and are prepared to continue it. As environmental 
    concerns and economic challenges rise to the 

forefront, we are also prepared to renew the 
commitment we made years ago to seeking   
         out innovative energy plans that keep 

  conservation as a priority.

 

Conservation is easy, but it’s also a choice – 
a choice NES and its customers are learning to 

make each and every day.
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This photo was taken from the “green roof” of the 
Westview Condominiums on Eighth and Commerce. 

A green roof provides a number of environmental 
benefits, including savings on heating and cooling 

costs for the building and improved air quality. NES 
President and CEO Decosta Jenkins, right, and NES 

Chairman of the Board Leo Waters are pleased 
to see many commercial and residential customers 

taking that extra step to conserve energy and money.



A
from the DESK OF…

At Nashville Electric Service, we are 

working hard every minute of every day to meet 

the growing electricity needs of our community 

as Nashville continues to attract people and 

businesses from all over the nation.

This past year, we provided electricity when 

our customers needed it, made plans to 

meet the growing demand of our city, and 

began developing new ways to promote 

energy-efficiency and confront the rising cost 

of fossil fuels used to generate electricity.

We completed a multitude of capital 

projects totaling $44,975,040. Some 

of the projects were large, such as the 

commissioning of the new Forest Hills 

Substation, and the completion of major 

upgrades at Finn Street, Battlefield, 

Radnor and Elysian Fields substations, to 

handle the load growth in the areas these 

substations serve. 

We continued working with local 

developers, government agencies and 

municipalities to design and begin 

construction on facilities and infrastructure 

serving our system. These projects included 

the Downtown YMCA, the Pinnacle and 

Signature Towers and the Tennessee State 

Supreme Court building.

To improve service to our customers, 

we installed GPS navigation devices in 

more than 100 vehicles to provide our 

dispatchers with up-to-the-minute locations 

of NES trucks in the area; and for the first 

time we exceeded our two-hour goal for 

reconnecting customers by 45 minutes.

 

We also improved our already sound 

financial position when we achieved an 

AA+ bond rating from Standard & Poor’s 

for the first time in our organization’s history. 

We are proud to announce that NES is 

one of three public power utilities in the 

nation with an AA+ rating from Standard 

& Poor’s.

This past year also presented us with many 

challenges, the most noticeable one being 
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the rapidly rising cost of fossil fuels which 

caused electric bills to increase – a big 

concern for all our customers. In the face 

of rising costs, we are encouraged to see 

our customers realizing now more than ever 

that energy-efficiency has multiple benefits – 

saving energy, money and the environment 

– and are taking the necessary steps to use 

energy wisely.

Curbing electricity year-round is a challenge; 

but it’s imperative that we become more aware 

of how we use energy and begin to change 

old habits, realizing that the changes we make 

today will benefit all of us tomorrow.

We are confident that our strengths of sound 

leadership, innovative business practices and 

strong financial condition, coupled with our 

renewed commitment to conservation, will be 

the foundation we will need to continue our 

success for a bright future.

Decosta Jenkins
President and Chief Executive Officer

Leo Waters
Chairman of the Board

We are 
encouraged to 

see our customers 
realizing now 

more than 
ever that 

energy-efficiency 
has multiple 

benefits.



For Sensing, the idea of installing a windmill 
wasn’t about saving money on energy 
costs. In fact, when his wife approached 
him with the idea of adding a windmill 
to their 92-acre farm, he had no idea he 
could connect the wind generator with the 
NES power grid. 

“There is quite a bit of wind at the farm, 
and we just thought a windmill would add 
to the ambiance,” said Sensing. 

Today, the windmill not only contributes 
to the aesthetics of the farm, but also 
harnesses energy that is bought by TVA at 
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NAME:
Rosalba Escolar

OCCUPATION: 
Teacher Assistant 

What I’m doing to conserve: 
I try to do household chores in 
the most energy-efficient manner 
possible. I wash my clothes in 
cold water and line-dry them 
outside in the sun. I always make 
sure to turn off the lights when I 
leave a room and unplug small 
appliances I’m not using. 

Why I think it’s important: 
Growing up in Colombia, South 
America, I was always told to 
save energy and water and not to 
waste food. These lessons stayed 
with me as I entered adulthood. 
I believe that it is important to 
conserve, not only to save money, 
but also because it is the right 
thing to do for our planet.

WWhen Wilbur Sensing moved to Windy 
Hills Farm in Brentwood, Tenn., more than 
three decades ago, he did so simply to give 
his children the same experience he had 
growing up on a farm. He never imagined 
his home would become a symbol of 
conservation at its best. 

Following through on a 10-year-old dream 
to build a windmill on his farm, in March 
2008 Sensing connected the windmill to 
NES’ power grid, becoming the company’s 
first residential Generation Partner and 
serving as an example of the importance 
of utilizing alternative energy sources. 

Committed

thepower
 of one



a rate of 15 cents per kilowatt-hour through 
the Generation Partners program. A credit is 
given on Sensing’s monthly electric bill. 

Sensing calculates that he will save 30 
cents every hour there is at least eight miles 
per hour of wind. That doesn’t amount to 
much, but he isn’t in it for the money. 

Green energy generated by the wind is 
great for the environment, but it doesn’t 

come cheaply. Wind installations can cost 
more than $12,000. While Sensing saved 
a considerable amount of money on his 
installation by recycling an old truck crane 
and reusing it to build the foundation of the 
windmill, it could still be years before he sees 
a financial return on his investment.

“On an annual basis, we estimate he will 
generate only about $80 worth of electricity,” 
said Vaughn Spears, senior engineer, NES 

Energy Services. “But Mr. Sensing isn’t doing 
it for the monetary payback. He is doing it to 
contribute to renewable energy and reduce 
his carbon footprint.” 

While Sensing had hoped for more cost 
savings, he is confident his investment will pay 
off in the long run, not only financially and 
environmentally, but also through the impact 
it will have on his 13 grandchildren. 

“I hope I have set an example for my 
grandchildren,” said Sensing. “I hope 
they learn energy is an important resource 
and that we need to utilize every type of 
renewable energy source we can find.”

Sensing anticipates that even if they don’t 
grow up to generate power from the wind, 
they will be compelled to do other things to 
help the environment. 

“I feel like a pioneer exploring 
uncharted territory. It feels good.”

Wilbur Sensing, NES’ first residential Generation Partner

Sensing’s grandchildren are not the only 
ones expected to follow in his footsteps. His 
story has helped to spark interest in wind 
power generation from other NES customers. 
Since Sensing’s story went public, customer 
inquiries about wind power generation 
have increased dramatically. 

For Sensing, leading the way in wind 
power generation is an honor. “I feel like 
a pioneer exploring uncharted territory,” he 
said. “It feels good.” t

Sensing’s meter shows that he is using less 
electricity because of his wind turbine.
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What I’m doing to conserve: 
I do as many things as possible to 
reduce my energy usage. I have 
replaced most of the lightbulbs in 
my home with compact fluorescent 
lightbulbs and converted the gas lights 
outside my home to electric lights 
with photoelectric switches. When I 
purchased a new computer, I made 
sure it was Energy Star-approved. In 
addition to taking measures to save 
energy, I also try to conserve gas by 
driving a scooter to and from work 
every day.

Why I think it’s important: 
I conserve to save money, but 
more importantly to save the planet 
for future generations. I believe 
conservation is like exercise. You 
will only stick with it if you find a 
program you are comfortable with.  
I feel great about the things I’m 
doing to conserve, so I know I’ll 
stick with this plan. 

NAME: Victor Hatridge	 OCCUPATION: NES VP of Information Technology 

THEpowerOFone (continued)



TToday, Vanderbilt University 
is leading the way in energy 
conservation efforts, but that 
has not always been the case. 
It wasn’t until a small group of 
students came to administrators 
five years ago with their vision of 
a greener, more environmentally 
friendly campus that the school 
seriously began thinking about 
what it could do to reduce its 
carbon footprint. 

“The efforts of students really got 
the ball rolling on LEED certification 
and the whole sustainability 
movement here on campus,” 
said Mark Petty, assistant vice 
chancellor of plant operations for 
Vanderbilt. “In the last couple of 
years the faculty and staff have 
embraced it as well.”

Earlier this year, Vanderbilt 
became the largest consumer of 
electricity in Davidson County, 
but through a variety of initiatives, 
the university is taking measures 
to reduce its energy consumption 
as much as possible.

cool

school
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One important step started with 
purchasing 750 blocks of green power 
per month through NES’ Green Power 
Switch program. Through this program, 
NES customers may purchase green 

power (energy harnessed by renewable 
resources) in 150-kilowatt-hour blocks. The 
blocks represent about 12 percent of a 
typical household’s monthly power usage. 
Although Vanderbilt is NES’ largest consumer 

Vanderbilt
sets the bar 
in green 
initiatives
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What I’m doing to conserve: 
As a residential adviser in one of 
Vanderbilt’s dorms, I try to educate 
students about how they can curtail 
their energy usage on campus. Last 
semester, I held a program for my 
residents focusing on conservation. 
I provided them with energy-saving 
tips and encouraged them to be 
more aware of how much energy 
they are using. I am also working 
with university officials to implement 
a program which will offer incentives 
to students who conserve.

Why I think it’s important: 
As future business and community 
leaders, I believe it’s up to my 
generation to lead the way in 
sustainability efforts. 

NAME: Diane DeTrizio   OCCUPATION: Vanderbilt University Student
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of electricity, the recent purchase of 750 blocks 
of green power per month also puts Vanderbilt 
at the top of another list – the largest buyer of 
green power in the Nashville area. 

“We are thrilled the administrators, students 
and staff at Vanderbilt support our green 
power program,” said Jim Purcell, NES 
energy services manager and Green Power 
Switch liaison. “They are setting the bar high 
in energy conservation efforts, and we hope 
other institutions will follow their lead.” 

Another example of the university’s commitment 
to conservation is The Commons Center, a 
new dining facility and community square 
for first-year students, which was recently 
awarded Gold-level LEED certification. 

LEED, an acronym for Leadership in 
Energy and Environmental Design, is a 
nationally accepted benchmark for the 
design, construction and operation of high-
performance green buildings. 

The Commons Center’s Gold-level certification 
is proof of the building’s environmentally 
friendly features, which include occupancy 
sensors, reflective roofing, low-flow water 
fixtures, user-powered equipment, and 
hood exhaust systems in the kitchen. Waste 
cooking oil from the dining facility is also 
used to create biodiesel fuel for the university’s 
groundskeeping vehicles. The Commons Center 
is 28 percent more energy-efficient than a 
typical building of its type. 

The construction of LEED-certified buildings 
only begins to tell the story. In September 
of 2008, Vanderbilt launched a campus-
wide energy conservation campaign called 
“ThinkOne.” 

“What we found is that people think ‘I’m just 
one person. If I turn off a light or a radio, it 
won’t make a difference,’” Petty said. “We 

want to educate people that one person can 
do one thing, and it makes a difference.” 

Through e-mail announcements, postcards, 
signs, stickers and a Web site, the “ThinkOne” 
campaign will educate faculty, staff, 
researchers, Medical Center employees and 
students about how they can best conserve 
energy on campus. It aims to reduce campus 
energy usage by 15 percent. 

Students will benefit directly from the electricity 
savings they generate for the university.  
A certain percentage of the savings will 
be put toward financial aid, and another 
percentage will fund student projects 
concerning sustainability. 

“It’s wonderful to see an institution like 
Vanderbilt preaching the same conservation 

message we are,” Purcell said. “Initiatives such 
as the “ThinkOne” campaign align directly 
with our own efforts to teach customers the 
importance of energy conservation. It really 
does start with just one person.” t

    did youknow??
Purchasing two blocks of green power over 
the course of one year is the environmental 
equivalent of recycling 15,322 aluminum 
cans or 1,766 pounds of old newspapers. 



GETTING THE WORD 

OUT
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NNashville Electric Service is run 
from top to bottom like a business, with 
one notable exception – it’s not trying 
to get its customers to buy more of its 
“product.” In fact, NES is making a 
big push to get them to use what they 
purchase more efficiently.

NES recently launched a new public 
education campaign to help consumers 
decrease their energy consumption 
and to lessen the impact of TVA’s rate 
increases. And that’s important because 
Tennesseans consume more residential 
electricity per person than most other 
states, due mainly to comparatively low-
cost electricity, a higher percentage of 
electrically heated and cooled homes, 
and very hot summers.

“Over the years, we have increased 
our efforts to provide energy-saving tips 
to our customers,” said Tim Hill, NES 
corporate communications supervisor. 

“Reducing energy consumption saves 
customers money and helps the 
environment. We know conservation is 
a priority for us, and judging from the 
response we’re getting from our new 
public education campaign launched 
this summer, we know it is a priority for 
our customers, too.”

NES’ successful ad campaign focused 
on the message “Conserve Today, Save 

    did youknow??
NES hosts a semi-annual roundtable 

to discuss current environmental concerns. Guest speakers include 
regulatory officials, utility interest groups, manufacturers and 

employees from other utilities.



What I’m doing to conserve: 
Over the past couple of years, I 
have taken extra steps to reduce my 
carbon footprint. In an effort to save 
energy, I replaced all of my lightbulbs 
with compact fluorescent lightbulbs, 
and I keep my thermostat set at 78 to  
80 degrees during the summer 
months. Additionally, I drive a 
hybrid car, eat locally grown 
organic vegetables, and participate 
in Metro’s recycling program. 

Why I think it’s important: 
Growing up on a farm in rural West 
Tennessee has been the biggest 
influence on my desire to live an 
environmentally friendly lifestyle. I 
have always felt a connection to 
the outdoors and want to do my 
part to help our planet. 

NAME: Natalie Billingsby  OCCUPATION: NES Planner/Coordinator Tre
n
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Tomorrow,” reminding customers that the 
energy they conserve today will save them 
money on their electric bills in the future. NES 
produced multiple ads with this message 
and provided similar information on its Web 
site and in monthly statements. The ads have 
been splashed on local Web sites, on bus 
benches and shelters, and by TV and radio 
outlets. Along with paid media, NES has also 
contributed several opinion pieces to  
The Tennessean, and has reached 
out to other local publications 
with the easiest and most efficient 
tips for saving energy.

Another successful conservation 
campaign launched by NES in 
partnership with TVA centered 

on the energy right® “do-it-yourself” home-
energy audit. A professional home energy 
audit can cost hundreds of dollars, but NES 
offered every customer this service for free. 
Besides providing a personalized, detailed 
audit report to help customers learn more 
about their homes and ways to stop wasting 
energy, the energy right® program also 
includes an energy conservation kit that 
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includes two compact fluorescent lightbulbs, 
a hot water temperature gauge, two faucet 
aerators and more. Thanks to significant 
promotional exposure by NES, 5,800 NES 
residential customers have participated in  
the program, with more than 41,000 joining 
the effort across the TVA region.

“More and more people are looking for ways 
to conserve energy, for both budgetary 
and environmental reasons,” Hill said. 
“That’s why we’ll continue to keep our 
customers up to date on the best ways 
to conserve while becoming more 
aware of the impact of their choices. 
With luck, we’ll help them live 
greener lives and keep a little more 
green in their pockets, too.” t



Hotels and Resorts, both of which have set up 
conservation programs with the help of NES.

“When we have a game and all the lights 
go on, our field is visible from any place in 
the city. We’re a beacon of power usage. 

People notice us, and we’re hoping that by 
showing we’re saving energy, it might inspire 
others to save energy as well,” said Jason 
Bennett, assistant general manager of the 
Nashville Sounds.

In 2003, the Sounds joined forces with NES’ 
Green Power Switch, a program designed 
to promote environmental awareness 

Jason Bennett, assistant general manager of the Nashville Sounds, and Keith King, NES energy services agent, enjoy a game 
with Sounds mascot, Ozzie. The Sounds have been a great partner in helping NES spread the conservation message. 

Conservation efforts pay off 
big for Nashville businesses

GOING green

10 | NES 2008 annual report

AA growing number of businesses 
are reducing their energy consumption 
and, in the process, are helping 
spread the word about the benefits of 
conservation.

From NES’ perspective, that’s 
especially important because of the 
large amounts of electricity commercial 
customers use.

“If a residential customer who 
uses 12,000 kilowatt-hours (kWh) 
each year reduces his or her 
consumption by 10 percent, 
that’s 1,200 kWh, which is 
great. If a business that uses 
120,000 kWh a year 
reduces consumption 
by 10 percent, that 
saves 12,000 kWh,” said 
Keith King, NES energy services 
agent. “In this example, helping one 
business reduce consumption equals 
convincing 10 residential users to cut 
their usage by the same amount.”

Commercial users that have launched 
conservation initiatives range from 
the Nashville Sounds to Wyndham 



throughout the community by offering 
Nashville residents a way to purchase 
power from renewable resources.

For the first two years of the partnership, the 
Sounds helped spread the conservation 
message to the Nashville community 
during their off-season by hosting 
prayer lunches for local church leaders 
and inviting a Green Power Switch 
representative to attend. During 
these lunches, the team discussed 
the Sounds’ involvement with Green 
Power Switch and provided the 
participants with the opportunity 
to discuss how their church and 
its members could become better 
stewards of the environment.

Wanting to do more, the Sounds 
decided to make a bolder effort this 

year by partnering with NES for 
“Go Green” night at the team’s May 
17 game, a tradition they hope to 
continue for years to come. At the 
game, players wore green jerseys, 
shared conservation tips in between 

innings and held contests to give 
away conservation kits. 

The Sounds’ contribution to energy 
conservation doesn’t stop there. They 
purchase 80 blocks of green power each 

month, the equivalent 
of planting 40 acres or  
13 baseball fields of 
trees. The team has 
also installed low-flow 
showerheads in locker 
rooms, switched many 
lightbulbs to compact 
fluorescent lightbulbs 
(CFLs), and identified 

several offices and storage 

areas at the stadium where 

they can turn off lights 

 (continued next page) 
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What I’m doing to conserve: 
Lately, I have made a concerted effort to conserve 
energy and resources at my home and school by 
turning off lights and electronics when I leave a 
room and by recycling. In my college search, I have been 
looking for schools that are as dedicated to sustainability 
issues as I am. I want to study wildlife conservation and 
wildlife biology and learn about other things I can 
do to be environmentally conscious. 

Why I think it’s important: 
I love being outdoors and feel a strong connection 
to nature. I want to conserve our Earth’s natural 
resources so that future generations can enjoy the 
outdoors as much as I do.

NAME: Rebeccah Flowers     OCCUPATION: High School Student

The green jerseys worn by players on “Go Green” night hang in the Sounds locker room.
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our stadium lights use, and we try to do 
our part to counteract this as much as 
possible,” said Bennett. 

“With the large amount of energy the 
Sounds use each day, we understand that 
the need to cut back is not only a good 
investment, but a necessity, and we’re glad 

    did youknow??

GOINGgreen (continued)
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during the games, saving energy, 
water and hundreds of dollars in 
demand expenses. 

“Even though our season lasts only five 
months, we take it upon ourselves to 
promote energy conservation throughout 
the year. We know how much energy 

to help anyone or any business find the 
right balance,” said Jim Purcell, NES 
energy services manager and Green 
Power Switch liaison.

Wyndham Hotels and Resorts, which 
approached NES for help in finding 
ways to save on its electric bill, is also 
finding success with its conservation 
efforts.

With 16 buildings and 392 units in 
the Nashville area, Wyndham was 
using a large amount of energy every 
day. The company was looking for 
ways to cut back on costs wherever 
possible without having a negative 
effect on service.

Alyse Walters, the field administrative 
coordinator at Wyndham, arranged 
for NES to conduct an energy audit at 
one of Wyndham’s properties. After 
conducting the audit, NES energy 
services agent Keith King made 
several suggestions, including that 
Wyndham change all of its lightbulbs  

If every home in America replaced 
just one lightbulb with an 

Energy Star-qualified CFL, it 
would save enough energy 

to light more than 
3 million homes.

A local Wyndham employee replaces a lightbulb with a CFL as a part of Wyndham’s efforts to go green.



What I’m doing to conserve: 
I have worked to make Vanderbilt’s Peabody Campus more 
environmentally friendly. My efforts include expanding the 
recycling program, implementing recycling training for faculty 
and staff, and organizing a Green Award competition. 
Last Halloween, I even dressed as the “green” witch and 
handed out gifts such as unbleached cotton backpacks and 
reusable cups. 

Why I think it’s important: 
I was recently appointed by President George Bush to 
the National Science Board, and I serve on a task group 
that is looking into sustainability issues. We have found 
there is a monumental sustainability crisis looming in 
our nation’s future, but if we start acting now we can 
mitigate the problem. 

NAME: Dr. Camilla Benbow  OCCUPATION: Vanderbilt Dean of Education and Human Development 

to CFLs to cut back on energy 
usage and labor costs. After that 
one change, Wyndham now saves 
more than $5,000 a month and has 
paid for the initial investment in just  
six months.

“We went from 300 work orders a 
month – to replace burned-out bulbs 
– to 25 to 35 a month. We’re saving 
energy and cutting down on our labor 
costs, making a big difference in our 
company’s efficiency,” Walters said. 

The savings are so great that 
Wyndham is using Nashville as 
a prototype, with engineers at the 

Nashville location putting together an energy 
conservation program that is being shared 
with its other resorts across the country.

“It’s our hope that by seeing how 
much energy and money we’ve saved 
by changing out a few lightbulbs, 
other resorts will adopt these same 
practices,” Walters said. 

There are many other businesses that 
have seen tremendous savings by 
making a few changes in their business 
practices, King says. And one of the 
recurring themes is that many of these 
changes are relatively simple and have 
a quick return on investment.

Whether the motivation is driven strictly 
by economic considerations or a desire 
to help address the challenges created by 
the nation’s increasing demand for energy, 
it’s clear that Nashville-area businesses can 
make a big difference on both counts. t

NES 2008 annual report | 13

G
re

e
n
 D

e
a
n



Nash v i l l e ’s 
newest nature 
centers – Bells 
Bend Outdoor 
Center, Shelby 
Bottoms Nature Center and Beaman 
Park Nature Center – were built not 
only to save energy, but also to 
serve as examples to the public of 
how valuable going green can be. 

“All of the nature centers are residential-
like buildings, and people see things 
in them that they can incorporate into 

W    When the Metro Parks and 
Recreation Department began 
designing three nature centers 
in 2006, it was only natural that 
sustainable features would be 
incorporated wherever possible. 

“It made sense to include energy-
saving features in the nature centers,” 
said Tim Netsch, Metro Parks 
and Recreation superintendent of 
planning. “They are environmental 
education centers, and conservation 
is central to that.” 

A NATURAL 

FIT
w	During the warmer months, set your 

thermostat at 75 to 78 degrees. Raise it 

even more when no one is home. During 

the cooler months, set your thermostat to 

68 degrees or lower.

w	Turn off lights, televisions and other 

appliances when not in use. Use the 

“sleep mode” on computers. 

w	Keep curtains closed on the south, east 

and west sides of the house during the 

day to reduce your energy bill. 

w	Replace lightbulbs with compact 

fluorescent lightbulbs; they use 75 

percent less energy and last 10 times 

longer. 

t Plant a tree!
Shade trees 
placed on the 
south or southwest 
side of your 
home will 
keep it cooler. 

w	Look for the Energy Star label when 

replacing large or small appliances. 

w	Install low-flow showerheads. You  

can reduce your water use by 50 percent.

w	Operate large appliances, such as 

dishwashers and laundry units, only  

with full loads and after 8 p.m. 

w	Air-dry dishes instead of using the 

dishwasher’s heat-drying option. 
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Nes and metro parks:

10
Want More Ways To Save 
Energy & Money?

Try these     simple steps:

Above: Bells Bend Outdoor Center



NAME: 
Willy Daunic

OCCUPATION: 
Sports Broadcaster

What I’m doing to conserve:
My family and I live in an older 
home, so we do whatever we can 
to make it more energy-efficient. For 
example, we recently remodeled our 
kitchen and incorporated energy-
efficient appliances. Recycling is 
also a big part of what my family 
does to conserve. We recycle 
everything, and my kids, who are  
6 and 3, already know which items 
go in which recycling bins. 

Why I think it’s important: 
State of mind is everything when 
it comes to conservation. If every 
person changes his or her mindset 
and realizes how important it is 
to conserve, we will be able to 
see a tangible difference in our 
environment. 

Fa
m

ily M
a
n

NES 2008 annual report | 15

their own homes,” Netsch said. “We 
hope people learn something and are 
inspired to reproduce what we have 
done here, elsewhere.” 

One of the things Metro Parks has 
done that Netsch hopes will inspire 
others is install solar panels on the roof 
of the Bells Bend Outdoor Center. The 
panels, installed in December 2007, 
generate electricity that is sold to  

TVA at a rate of 15 cents per  
kilowatt-hour through the Generation 
Partners program. Bells Bend is the 
first public building to be an NES 
Generation Partner. 

“We are really glad to see Metro 
Parks taking steps to go green,” 
said Myra Felts, NES senior energy 
services specialist. “Conservation is all 
about saving our natural resources, so 

it is only fitting that Metro Parks is the 
first government agency to become a 
Generation Partner.” 
 
Like Bells Bend, Shelby Bottoms Nature 
Center in East Nashville also boasts an 
energy-efficient roof; but it is drought-
resistant sedum plants, not solar panels, 
that cover the top of the center. 

The “green roof” at Shelby Bottoms 
provides insulation for the building 
and lowers heating and cooling costs. 
Additionally, it improves air quality 

and prevents rainwater contaminants 

from reaching the ground. 

(continued next page) 

Beaman Park Nature Centers

s

A NATURAL FIT (continued) 



David Lyons

What I’m doing to conserve: 
I am proud to be one of the first attorneys in Nashville to power 
my office with solar electricity. Through a combination of grants 
and loans from the Tennessee Clean Energy Technology Grant 
Program, I was able to install solar panels on my office’s roof. 
The energy harnessed by the panels is great enough to power 
my entire office and then some. 

Before the system was put in, my utility bill ran anywhere from 
$100 to $175 each month. Now, my bill is negative every 
month, and NES owes me money!
 

Why I think it’s important: 
Having attended the first annual Earth Day nearly 40 years 
ago, I have always been environmentally conscious. I had 
thought about solar power in the past, but the cost was always 
prohibitive.

Innovative

NAME: David Lyons   OCCUPATION: Attorney

David Lyons

16 | NES 2008 annual report

A NATURAL FIT (continued) 

Metro Parks is also showing its 
commitment to energy conservation 
at the Beaman Park Nature Center, 
where a geothermal heat pump 
will use the natural heat-storage 
capacity of the Earth to heat and 
cool the building. 

“We want everything we 
do to be sustainable. We 
are already making plans 
to include eco-friendly 
features at future nature 
centers.” 

Tim Netsch, 
Metro Parks and Recreation 
superintendent of planning

And nature centers are not the only 
Metro buildings going green. In 
2007, the Metro Council passed 
a law requiring all new Metro 
buildings of more than 5,000 
square feet and $2 million to be 
LEED-certified.

“What is so wonderful about the 
sustainable design features at the 
nature centers is that they are a sign 
of what’s to come at other Metro 
buildings,” Felts said. “NES is pleased 
with Metro’s conservation initiatives 
and looks forward to partnering with 
them on future projects.” t 



What I’m doing to conserve: 
Unplugging electrical appliances 
has become a daily ritual for 
me. Every morning before I go 
to work, I unplug everything in 
my apartment except for the 
stove, refrigerator and washing 
machine. It has become such a 
big part of my routine that I have 
even started unplugging things 
at friends’ and family members’ 
homes without thinking about it. 

Why I think it’s important: 
My energy conservation habits grew 
out of a need to save money at a 
time when gas prices were getting 
higher and higher. However, over 
time I have become more conscious 
of the effect conservation methods 
have on the environment as well as 
my pocketbook. I share my energy-
saving tips with anyone who will 
listen, because I think it is important 
for others to know the financial and 
environmental benefits, too. 

NAME: Oneita Hicks   OCCUPATION: Human Resources Professional 
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A green roof consists of extensive 

vegetation planted on top of a 

waterproof membrane. It saves 

on heating and cooling costs 

and lasts much longer than 

a traditional roof. Additional 

benefits of a green roof include 

its ability to absorb, retain, 

filter and store precipitation, 

insulate sound, sequester carbon 

dioxide, and improve air quality. 

The green roof shown to the left 

was recently constructed on top 

of the Shelby Bottoms Nature 

Center as a part of Metro Parks’ 

new conservation initiative.
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

MANAGEMENT’S DISCUSSION AND ANALYSIS

As financial management of the Electric Power Board of the Metropolitan Government of Nashville and Davidson 
County (the “Board”), we offer readers of these financial statements this narrative overview and analysis of the 
financial activities of the Board for the fiscal years ended June 30, 2008 and 2007 as compared to fiscal 
years 2007 and 2006, respectively. In conducting the operations of the electrical distribution system, the Board 
does business as Nashville Electric Service (“NES”). NES is a component unit of the Metropolitan Government 
of Nashville and Davidson County, Tennessee. This discussion and analysis is designed to assist the reader 
in focusing on the significant financial issues and activities and to identify any significant changes in financial 
position. We encourage readers to consider the information presented here in conjunction with the financial 
statements taken as a whole.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to NES’ financial statements, which are 
comprised of the basic financial statements and the notes to the financial statements. Since NES is comprised of 
a single enterprise fund, no fund-level financial statements are shown. 

Basic Financial Statements

The basic financial statements are designed to provide readers with a broad overview of NES’ finances in a 
manner similar to that of a private-sector business.

The statements of net assets present information on all of NES’ assets and liabilities, with the difference between 
the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of 
whether the financial position of NES is improving or deteriorating. Net assets increase when revenues exceed 
expenses. Increases to assets without a corresponding increase to liabilities results in increased net assets, which 
indicates an improved financial position.

The statements of revenues, expenses, and changes in net assets present information showing how NES’ net assets 
changed during the fiscal year. All changes in net assets are reported as soon as the underlying event occurs, 
regardless of timing of related cash flows. Thus, revenues and expenses are reported for some items that will only 
result in cash flows in future fiscal periods (e.g., earned but unused vacation leave).

The statements of cash flows present changes in cash and cash equivalents resulting from operating, financing, and 
investing activities. These statements present cash receipts and cash disbursements information, without consideration 
as to the timing for the earnings event, when an obligation arises, or depreciation of capital assets.

Summary of Changes in Net Assets

Assets exceeded liabilities by $472.1 million at June 30, 2008 and $438.6 million at June 30, 2007. This 
represents an increase of $33.5 million in 2008 and $44.0 million for 2007. All of those increases are 
attributable to operations and interest.
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

The largest portion of the Board’s net assets reflects its investment in capital assets less any related debt used 
to acquire those assets that is still outstanding. The Board uses these capital assets to provide service and 
consequently, these assets are not available to liquidate liabilities or for other spending.

An additional portion of the Board’s net assets represents resources that are subject to external restrictions on 
how they may be used. These restrictions include bond proceeds to be used for construction projects and reserve 
funds required by bond covenants.

STATEMENTS OF NET ASSETS ($000 omitted) 

 
June 30, 

 
2008 2007 2006 

ASSETS    

 CURRENT ASSETS $   231,887 $   213,612 $   188,344 

    

 INVESTMENT OF RESTRICTED FUNDS  150,776 47,892 78,967 

    

 UTILITY PLANT, NET 775,019 742,333 703,763 

    

 ENERGY CONSERVATION PROGRAMS’ NOTES 550 789 1,153 

    

 OTHER NON-CURRENT ASSETS         3,300         2,703        2,989 

    

   TOTAL ASSETS  1,161,532  1,007,329    975,216 

    

 

LIABILITIES 

  CURRENT LIABILITIES 

 

   144,773 

 

   120,326 

 

119,305 

    

 CURRENT LIABILITIES PAYABLE     

   FROM RESTRICTED ASSETS 16,635 16,525 15,960 

    

 LONG-TERM DEBT  524,099 428,091 441,340 

    

 OTHER NON-CURRENT LIABILITIES    

   Payable to TVA – energy conservation programs  550 789 1,153 

   Other           3,376          2,978        2,839 

          3,926          3,767        3,992 

 

COMMITMENTS AND CONTINGENCIES  

   

    

   TOTAL LIABILITIES      689,433      568,709    580,597 

    

NET ASSETS    

  Invested in capital assets, net of related debt 339,793 302,464 284,013 

  Restricted 48,265 45,532 44,026 

  Unrestricted        84,041        90,624        66,580 

    

   TOTAL NET ASSETS 
 

$   472,099 

 

$   438,620 

 

$   394,619 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Liquidity and Capital Resources

On June 27, 2008, the Board closed on the sale of the Metropolitan Government of Nashville and Davidson 
County, Tennessee, Electric System Revenue Bonds, 2008 Series A and B. The purpose of the 2008 Series 
A Bonds was to reimburse NES for a portion of the 2008 capital expenditures and to fund approximately  
50 percent of NES’ projected $218.9 million Capital Budget for the fiscal years ending June 30, 2009, through 
June 30, 2011. The remainder will be funded with operating revenues. The par amount of the 2008 Series A 
Bonds, $109.2 million, plus original issue premium, less underwriter discount, cost of issuance, and a deposit 
to the debt service reserve fund netted proceeds in the amount of $111.8 million of which $110 million was 
deposited into the Special Construction Fund, $1.6 million in the Debt Service Reserve Fund and $225 thousand 
into the General Fund. The proceeds in the Special Construction Fund will be drawn down quarterly over the 
next three years. The 2008 Series B Bonds were being offered to refund $74,430,000 aggregate principal 
amount of the 1998 Series A Bonds maturing May 15, 2015, 2016 and 2023, and to refund $13,240,000 
aggregate principal amount of 1998 Series B Bonds maturing on May 15, 2009, 2010 and 2011. The Board 
believes it has sufficient debt capacity and a strong financial position. Therefore, the tax-exempt bond market is 
expected to be a future source of liquidity to supplement the cash flow from operations.

The Board’s ongoing sources of liquidity are operating cash flow and proceeds from tax-exempt bonds. During 
fiscal year 2008, NES drew down $32.7 million from the Construction Fund, which represented the final 
proceeds from the 2004 Series A, Electric System Revenue Bonds. The Board, as a matter of practice, funds  
approximately 50 percent of the capital budget with the proceeds from tax-exempt bonds. The remainder is 
funded with operating revenues.

In addition to operating cash flow and proceeds from tax-exempt bonds, the Board has a $25 million line of 
credit, which is renewed each year. The credit facility is not a source of liquidity for ongoing operations. It is 
available as an additional funding source in the event of a natural catastrophe. 

During the fiscal year ended June 30, 2008, the Board’s revenue bonds are rated at Aa, AA+, and AA 
by Moody’s, Standard & Poor’s, and Fitch, respectively. In issuing bond ratings, agencies typically evaluate 
financial operations, rate-setting practices, and debt ratios. Higher ratings aid in securing favorable borrowing 
rates, which results in lower interest costs. 

In order to maintain its strong credit ratings, the Board has adopted certain financial goals. Such goals provide 
a signal to the Board as to the adequacy of rates for funding ongoing cash flows from operations. One such 
goal is a cash goal of 7 percent of in-lieu-of-tax payments, purchased power, and operating and maintenance 
expenses. That goal was met every month of the fiscal year 2008. That percentage was 10.1 percent as of June 
30, 2008, and 10.8 percent as of June 30, 2007.
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Operations

Summary Revenue & Expense Data
($000 omitted)

Operations 

 

Summary Revenue & Expense Data 
($000 omitted) 
 

 Year Ended June 30, Net Asset 

Year 

Ended 

June 30, Net Asset 

 2008 2007 Effect 2006 Effect 

Operating Revenues $1,030,953 $962,828 $ 68,125 $903,455 $ 59,373 
      
Purchased Power   794,786   733,735   (61,051)   686,639   (47,096) 
      
Margin   236,167   229,093    7,074   216,816    12,277 
      
Operating Expenses  119,835 107,433 (12,402) 102,550 (4,883) 

      
Depreciation and Taxes 65,659 62,242 (3,417) 60,026 (2,216) 
      
Interest Income 5,736 8,788 (3,052) 4,322 4,466 
      
Interest Expense     22,930     24,205          1,275     24,234           29 
      
Increase in Net Assets $  33,479 $  44,001 $   (10,522) $  34,328 $   9,673 
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2004		       2005	        2006	           2007		 2008
$47,722,000          $40,672,000         $71,797,000           $93,157,000       $94,776,000

$50,914,000          $51,168,000         $56,928,000           $60,648,000       $65,758,000
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

2008 and 2007 Results of Operations

Operating Revenues. Operating revenues increased by $68.1 million, or 7.1 percent, when compared to 2007. 
Total electric sales were $1.0 billion for the period versus $945.8 million last year. The average realized rate on 
electric sales was $.0794 per kilowatt-hour in 2008 compared to $.0756 per kilowatt-hour in 2007. The increase in 
average realized rates in 2008 is the impact of TVA rate adjustments for fuel and the wholesale rate increase that was 
effective in April 2008. Megawatt-hours sold in 2008 increased by 2.1 percent when compared to 2007. In April 
2008, TVA increased wholesale rates 7.0 percent, which increased retail rates by 5.4 percent. TVA also implemented 
a quarterly Fuel Cost Adjustment (FCA) on all firm energy effective October 2006. The wholesale rate increase and 
quarterly FCA were implemented as a pass-through to our retail customers. Since the increase in wholesale rates and 
fluctuations in the wholesale FCA were matched by corresponding adjustments in retail rates, there was no direct 
impact on NES net income. Management feels that there will be sufficient resources to meet all our objectives until 
fiscal year 2010 without requiring additional rate increases. However, any rate action by TVA would likely be passed 
along to the customer. Weather plays an important part in determining revenue for any year. The impact of weather is 
reflected in the comparison of degree-days from one period to the next. Degree-days represent the difference between 
the weather’s average daily temperatures minus 65 degrees. Temperatures above 65 degrees are considered cooling 
degree-days; temperatures below 65 degrees are considered heating degree-days. Total cooling degree-days were 
2,164 compared to 2,020 in 2007. Total heating degree-days were 3,320 compared to 3,248 in 2007. Total 
heating and cooling degree-days were 5,484 compared to 5,268 in 2007 or an increase of approximately 4 
percent. Total average number of active year-to-date customers increased by 1.7 percent when compared to 2007.

Non-operating Revenues. Interest Income was $5.7 million compared to $8.8 million in 2007. The average rate of 
return on the General Fund was 3.82 percent in 2008 compared to 5.40 percent in 2007. The average monthly 
balance of the General Fund was $101.2 million in 2008 compared to $86 million in 2007, an increase of  
17.7 percent. Revenue in Excess of Net Bills (Late Charge) increased by $0.1 million, and Rentals of Electric Property 
(primarily pole attachments) increased by $0.1 million.

2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

Operating Expenses. The Board purchases all of its power from TVA under an all-requirements contract that had an 
initial term of 20 years. Beginning on December 19, 1989, and on each subsequent anniversary thereafter, the 
contract is automatically extended for an additional one year. The contract is subject to earlier termination by either 
party on not less than 10 years’ prior written notice. Purchased power was $794.8 million for the period compared to  
$733.7 million last year. The average realized rate on purchased power was $.060 per kilowatt-hour in 2008 
compared to $.0565 per kilowatt-hour in 2007. This increase is due to the pass-through of the FCA and the impact 
of TVA wholesale rate increases. Megawatt-hours purchased were 13.2 million in 2008 compared to 13.0 million in 
2007. Line losses were 3.2 percent in 2008 compared to 3.3 percent in 2007, or a decrease of 2.4 percent.
 
Distribution expense for the period was $46.1 million compared to $44.0 million last year. This is an increase of  
$2.1 million or 4.8 percent. The change is primarily attributable to increases in miscellaneous expenses of $0.8 million; 
operation and maintenance of meters of $0.6 million; operation and maintenance of overhead lines of $0.6 million; 
operation and maintenance of underground lines of $0.6 million; storms of $0.6 million; and line transformers of  
$0.2 million, offset by a decrease in tree-trimming of $1.3 million. 

Customer Accounts expense and Customer Service and Information expenses combined were $19.5 million for the 
period compared to $18.4 million last year or an increase of $1.1 million or 6.0 percent. This is primarily the result 
of an increase in the uncollectible accounts accrual of $0.9 million and customer orders and service expense of  
$0.8 million, offset by a decrease in customer records and collection of $0.5 million.

Administrative and General (A&G) expenses were $54.2 million for the period compared to $45.0 million last year. 
This was an increase of $9.2 million or 20.4 percent. The increase is primarily the result of an increase in employee 
health insurance of $8.0 million, administrative and general salaries, $0.6 million; and injuries and damages of  
$0.6 million. The increase in employee health insurance is due to the annual required contribution for NES’ post-
retirement benefits other than pensions, which is the result from implementation of GASB Statement No. 45.

Depreciation and Tax Equivalents were $40.9 million and $24.8 million compared to $37.0 million and  
$25.2 million for 2008 and 2007, respectively. The increase in depreciation was the result of increased investment 
in the utility plant. Tax equivalents consist primarily of payments in-lieu-of taxes to the Metropolitan Government and the 
surrounding counties. Such payments are calculated based on a prescribed formula that takes into consideration utility 
plant value and the average of the Board’s last three years’ operating margin. The decrease in in-lieu-of taxes payments 
was the result of increases in tax rates and investment in the utility plant offset by changes in equalization factors.

2007 and 2006 Results of Operations

Operating Revenues. Operating revenues increased by $59.4 million, or 6.6 percent, when compared to 2006.  
Total electric sales were $945.8 million for the period versus $887.0 million in the previous year. The average 
realized rate on electric sales was $.0756 per kilowatt-hour in 2007 compared to $.0705 per kilowatt-hour in 2006.  
Megawatt-hours sold in 2007 decreased by 0.4 percent when compared to 2006. In October 2006, TVA reduced 
wholesale rates 4.5 percent, which reduced retail rates by 3.4 percent. TVA also implemented a quarterly Fuel Cost 
Adjustment (FCA) on all firm energy effective October 2006. The wholesale rate reduction and quarterly FCA were 
implemented as a pass-through to our retail customers. Since the reduction in wholesale rates and fluctuations in the 
wholesale FCA were matched by corresponding adjustments in retail rates, there was no direct impact on NES net 
income. Weather plays an important part in determining revenue for any year. The impact of weather is reflected in the 
comparison of degree-days from one period to the next. Degree-days represent the difference between the weather’s 
average daily temperatures minus 65 degrees. Temperatures above 65 degrees are considered cooling degree-
days; temperatures below 65 degrees are considered heating degree-days. Total cooling degree-days were 2,020 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

compared to 2,022 in 2006. Total heating degree-days were 3,248 compared to 3,321 in 2006. Total heating 
and cooling degree-days were 5,268 compared to 5,343 in 2006 or a decrease of approximately 1 percent.  
Total average number of active year-to-date customers increased by 1.6 percent when compared to 2006.

Non-operating and Other Revenues. Interest Income was $8.8 million compared to $4.3 million in 2006. 
The average rate of return on the General Fund was 5.4 percent in 2007 compared to 4.4 percent in 2006.  
The average monthly balance of the General Fund was $86 million in 2007 compared to $58 million in 2006, which 
represents an increase of 48 percent. Revenue in Excess of Net Bills (Late Charges) increased by $0.3 million, and 
Rentals of Electric Property (primarily pole attachments) increased by $0.4 million.

Operating Expenses. The Board purchases all of its power from TVA under an all-requirements contract that had 
an initial term of 20 years. Beginning on December 19, 1989, and on each subsequent anniversary thereafter, the 
contract is automatically extended for an additional one-year term. The contract is subject to earlier termination by either 
party on not less than 10 years’ prior written notice. Purchased power was $733.7 million for the period compared 
to $686.6 million in 2006. The average realized rate on purchased power was $.0565 per kilowatt-hour in 2007 
compared to $.0530 per kilowatt-hour in 2006. Megawatt-hours purchased were 13.0 million in 2007 compared 
to 12.9 million in 2006. Line losses were 3.3 percent in 2007 compared to 2.6 percent in 2006, or an increase of 
28.9 percent.

Distribution expense for the period was $44.0 million compared to $42.3 million in 2006. This is an increase of 
$1.7 million or 4.0 percent. The change is primarily attributable to increases in operation and maintenance of station 
equipment of $1.1 million and miscellaneous of $1.0 million. 

Customer Accounts expense and Customer Service and Information expenses combined were $18.4 million for the 
period compared to $18.0 million in 2006 or an increase of $0.4 million or 2.2 percent. This is primarily the result  
of an increase in the customer orders and service expense of $0.5 million and data processing of $0.3 million, offset 
by a decrease in customer assistance of $0.3 million.

Administrative and General (A&G) expenses were $45.0 million for the period compared to $42.2 million in 2006.  
This was an increase of $2.8 million or 6.6 percent. The increase is primarily the result of an increase in employee 
pensions of $1.3 million, administrative and general salaries of $0.4 million; maintenance of general plant of  
$0.3 million, and office supplies and expenses of $0.3 million. 

Depreciation and Tax Equivalents were $37.0 million and $25.2 million compared to $36.0 million and  
$24.1 million for 2007 and 2006, respectively. The increase in depreciation was the result of increased investment 
in the utility plant. Tax equivalents consist primarily of payments in–lieu-of taxes to the Metropolitan Government and the 
surrounding counties. Such payments are calculated based on a prescribed formula that takes into consideration utility 
plant value and the average of the Board’s last three years’ operating margin. The increase in payments in-lieu-of taxes 
was the result of increases in tax rates coupled with increased investment in the utility plant.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

The following table shows the composition of the operating expenses of the Board by major classification of expense 
for the last three years:

Major Classifications of Expense ($000 Omitted)

The Board’s total operating expenses increased by 11.5 percent from June 30, 2007, to June 30, 2008. Labor costs 
increased primarily due to step increases and merit raises. The total number of employees remained around 1,000. Tree-
trimming decreased due to this being the third year of retrimming areas that were initially trimmed three years ago. The 
increase in Outside Services is primarily due to the pole-pulling program. Material costs were more than last year due 
to more maintenance projects being completed. Transportation costs increased as more operational and maintenance 
work was completed and the cost of maintaining and operating vehicles increased. Accrual for Uncollectible Accounts 
increased as a result of additional write-offs. Professional fees were more primarily due to an increase in legal fees of 
$167,000 and strategic plan consulting of $80,000.

The Board’s total operating expenses increased 4.8 percent from June 30, 2006, to June 30, 2007. Labor costs increased 
primarily due to step increases and merit raises. The total number of employees remained below 1,000. Tree-trimming 
decreased due to this being the second year of retrimming areas that were initially trimmed in the first three-year trimming 
cycle. Outside services increased partially due to a full year of the pole treatment and inspection program. Material costs 
were more than last year due to more maintenance projects being completed. Transportation costs increased as more 
operational and maintenance work was completed and the cost of maintaining and operating vehicles increased. The Other 
category contains a wide array of smaller accounts. The primary reason for the variance in that category is the result of a 
credit adjustment for reimbursements from TEMA and FEMA in the previous year that were not received in the current year.  
There was also an increase in Professional Fees of $250,000 due to the use of more legal services during the fiscal year.

      

 

Description 

 

Fiscal 2008 

 

Fiscal 2007 

Increase 

(Decrease) 

 

Fiscal 2006 

Increase 

(Decrease) 

      

Labor, excluding overtime  $  45,249   $  41,569  8.9%  $  40,006  3.9% 

Benefits 32,159   24,522  31.1%  23,870  2.7% 

Tree-trimming  9,097   9,818  (7.3%)  11,166  (12.1%) 

Outside Services  8,177   7,555  8.2%  6,258  20.7% 

Materials 4,609   4,370  5.5%  4,266  2.4% 

Transportation 3,690 3,498 5.5% 3,161 10.7% 

Accrual for Uncollectible Accounts 2,946 2,200 33.9% 2,100 4.8% 

Postage 1,532 1,518 0.9% 1,559 (2.6%) 

Security/Police 909 866 5.0% 850 1.9% 

Rentals 961 872 10.2% 867 0.6% 

Professional Fees 1,054 923 14.2% 737 25.2% 

Insurance Premiums 664 755 (12.1%) 653 15.6% 

Other       8,788       8,967 (2.0%)       7,057 27.1% 

 $119,835  $107,433  11.5% $102,550  4.8% 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

Budgetary Highlights

The Board approves an Operating and Capital Budget each fiscal year. The operating budget remains in effect the 
entire year and is not revised except to adjust for rate changes.

The Board’s increase in net assets was $9.1 million over its budget of $24.4 million. The increase over budget 
results from the actual margin and expenses being more favorable than budgeted. Interest income was less than 
budgeted due to unfavorable market activity and depletion of the Construction Fund during the previous fiscal year.  
The major contributors to the variance in operating expenses from budget were favorable variances in medical of 
approximately $0.6 million, retirement and survivors expenses of $0.6 million, and tree-trimming of $1.7 million.

Interest Income and Interest Expense are less than budgeted as a result of a delay in the timing of the issuance 
of the 2008 Series A and B Revenue Bonds.

 

 
Year Ended June 30, 2008 

($000 omitted) 

 

 Budget Actual Over (Under) 

    
Operating Revenues $ 1,021,954 $ 1,030,953 $ 8,999 
    
Purchased Power      788,163      794,786      6,623  
    
Margin 233,791 236,167 2,376 
    
Operating Expenses 123,277 119,835 (3,442) 
    
Depreciation and Taxes 66,613 65,659 (954) 
    
Interest Income 9,148 5,736 (3,412) 
    
Interest Expense       28,670       22,930    (5,740) 
    
Increase in Net Assets $    24,379 $    33,479 $   9,100 
    
Capital Expenditures $    74,546 $    75,532 $    (986) 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

The Board’s increase in net assets was $8.5 million over its budget of $35.5 million for fiscal 2007. More than half of the 
increase over budget results from the actual margin being more favorable than budgeted. Interest income was also greater 
than budgeted due to higher interest rates earned during the fiscal year. The major contributors to the variance in operating 
expenses from budget were favorable variances in medical of approximately $1 million and tree-trimming of $1.2 million.  

2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

 
Year Ended June 30, 2007 

($000 omitted) 

 

 Budget Actual Over (Under) 

    
Operating Revenues $963,290 $962,828 $(   462) 
    
Purchased Power   738,671   733,735   (4,936) 
    
Margin 224,619 229,093 4,474 
    
Operating Expenses 108,369 107,433 (   936) 
    
Depreciation and Taxes 63,516 62,242 (1,274) 
    
Interest Income 6,345 8,788 2,443 
    
Interest Expense    23,555     24,205       650 
    
Increase in Net Assets $ 35,524 $  44,001 $ 8,477   
    
Capital Expenditures $ 68,300 $  77,255 $ 8,955 

 

2004		      2005	       2006	         2007		   2008
$57,086,000          $59,184,000         $65,936,000          $77,255,000       $75,532,000

$52,575,000          $58,778,000         $66,837,000          $68,300,000       $74,546,000

Actual

Budget	
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued) 

The 2008 Capital Budget was $74.5 million; $75.5 million was spent. This budget variance is primarily due to expenses 
associated with serving new and expanding customer load. 

The 2007 Capital Budget was $68.3 million; $77.3 million was spent. This budget variance is primarily associated with an 
increase in the inventory of transformers and a rise in commodity prices for materials used to manufacture transformers. 

Capital Assets and Debt Administration

The Board’s transmission and distribution facilities serve all of the 533 square miles located within the boundaries of the Metropolitan 
Government of Nashville and Davidson County, Tennessee. The Board serves an additional 167 square miles located in minor 
portions of the adjacent counties of Cheatham, Rutherford, Robertson, Sumner, Wilson, and Williamson. Such facilities require 
significant annual capital and maintenance expenditures. The Board’s target is to have the capital expenditures funded equally 
from cash flow from operations and proceeds from tax-exempt bonds. The Board’s investment in utility plant at June 30, 2008, was 
$775.0 million compared to $742.3 million at June 30, 2007. Major projects during fiscal year 2008 included the Forest Hills 
substation that was energized during this fiscal year. The total cost of that project was $10.6 million. The installation of a substation 
breaker was completed at Elysian Fields substation, which totaled $1.8 million. The Finn Street substation was upgraded with a 
total cost of $850,000. Various distribution system improvements were completed, including 4kV conversions at Hayes Street and 
Division Street, with a cost of $1.9 million. 

The Board has outstanding bonds payable of $538.0 million at June 30, 2008, compared to $440.6 at June 30, 2007. This 
increase is due to the issuance of the 2008 Series A and B Bonds. The total outstanding bonds payable as of June 30, 2006, 
were $454.0 million. The decreases noted over the previous two years are due to the normal retirement of bonds.

The Board’s financing cost may be impacted by short-term and long-term debt ratings assigned by independent rating agencies.  
Debt ratings are based, in significant part, on the Board’s performance as measured by certain credit measures such as the 
aforementioned cash targets and debt coverage ratios. The Board’s debt coverage ratio for the 12 months ended June 2008 was 
3.3 to 1. The Board continues to exceed its goal of 2 to 1. The Board’s revenue bonds are rated Aa, AA+, and AA by Moody’s, 
Standard & Poor’s, and Fitch, respectively. The outlook on all ratings is stable. 

Respectfully submitted,

Teresa Broyles-Aplin
Vice President and 
Chief Financial Officer
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STATEMENTS OF NET ASSETS ($000 OMITTED)

JUNE 30, 2008 AND 2007

2008 2007

ASSETS

CURRENT ASSETS:

    Cash and short-term investments 94,776$           93,157$    

    Customer and other accounts receivable,

      less allowance for doubtful accounts

      of $687 and $607, respectively 117,129           100,064    

    Accrued interest receivable 836                 859           

    Materials and supplies 17,496             18,067      

    Other current assets                1,650         1,465 

TOTAL CURRENT ASSETS            231,887      213,612 

INVESTMENT OF RESTRICTED FUNDS:

    Cash and cash equivalents              22,791              43 

    Other investments            127,985       47,849 

TOTAL RESTRICTED FUNDS            150,776       47,892 

UTILITY PLANT:

    Electric plant, at cost         1,213,568   1,153,066 

    Less: Accumulated depreciation           (438,549)    (410,733)

TOTAL UTILITY PLANT, NET            775,019      742,333 

ENERGY CONSERVATION PROGRAMS’

  NOTES RECEIVABLE 550 789

UNAMORTIZED BOND ISSUANCE COSTS                2,997         2,341 

OTHER NON-CURRENT ASSETS                   303            362 

TOTAL ASSETS         1,161,532   1,007,329 

See notes to financial statements.
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

STATEMENTS OF NET ASSETS ($000 OMITTED)   

JUNE 30, 2008 AND 2007 (continued)   

   

 2008 2007 

LIABILITIES    

   

CURRENT LIABILITIES:   

    Accounts payable for purchased power   109,640   92,506  

    Other accounts payable and accrued expenses           23,352           16,474  

    Customer deposits           11,781           11,346  

   

TOTAL CURRENT LIABILITIES         144,773         120,326  

   

CURRENT LIABILITIES PAYABLE FROM   

  RESTRICTED ASSETS:   
    Construction contracts payable             1,023             1,675  

    Accrued interest payable             1,737             2,359  

    Current portion of long-term debt           13,875           12,491  

   

TOTAL CURRENT LIABILITIES PAYABLE FROM   

  RESTRICTED ASSETS           16,635           16,525  

   

LONG-TERM DEBT, LESS CURRENT PORTION         524,099         428,091  

   

OTHER NON-CURRENT LIABILITIES:   

    Payable to TVA—energy conservation programs                550                789  

    Other             3,376             2,978  

   

TOTAL OTHER NON-CURRENT LIABILITIES            3,926             3,767  

   

COMMITMENTS AND CONTINGENCIES   

   

TOTAL LIABILITIES        689,433        568,709 

   

NET ASSETS   
    Invested in capital assets, net of related debt         339,793         302,464  

    Restricted           48,265           45,532  

    Unrestricted           84,041           90,624  

TOTAL NET ASSETS  $     472,099   $    438,620  

   

   

See notes to financial statements.   
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS ($000 OMITTED) 

YEARS ENDED JUNE 30, 2008 AND 2007   

 

   

 2008 2007 

OPERATING REVENUES:   

    Residential   $   420,888   $   391,316  

    Commercial and industrial        578,317        540,998  

    Street and highway lighting          14,284          13,444  

    Other          17,464          17,070  

   

        Total operating revenues        1,030,953        962,828  

   

PURCHASED POWER        794,786        733,735  

   

MARGIN        236,167        229,093  

   

OPERATING EXPENSES:   
    Distribution          46,078          43,994  

    Customer accounts          18,387          17,397  

    Customer service and information            1,160            1,053  

    General and administrative          54,210          44,989  

    Tax equivalents          24,775          25,239  

    Depreciation          40,884          37,003  

   

        Total operating expenses          185,494          169,675  

           

        Operating income          50,673          59,418  

   

NON-OPERATING REVENUE (EXPENSE):   

    Interest income            5,736            8,788  

    Interest expense        (22,930)       (24,205) 

   

        Total non-operating expense        (17,194)       (15,417) 

   

NET INCREASE IN NET ASSETS          33,479          44,001  

   

NET ASSETS, Beginning of Year        438,620        394,619  

   

NET ASSETS, End of Year   $   472,099   $   438,620  

See notes to financial statements.   
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2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

STATEMENTS OF CASH FLOWS ($000 OMITTED)    

YEARS ENDED JUNE 30, 2008 AND 2007   

   

 2008 2007 

CASH FLOWS FROM OPERATING ACTIVITIES:   

    Receipts from customers   $   1,014,562   $     964,956  

    Payments to suppliers for goods and services              (845,454)             (803,167) 

    Payments to employees                (45,682)               (41,963) 

    Payments for tax equivalents          (24,343)        (24,844) 

   

    Net cash provided by operating activities             99,083            94,982  

   

CASH FLOWS FROM CAPITAL AND RELATED   
  FINANCING ACTIVITIES:   
    Acquisition and construction of utility plant                (67,491)               (66,141) 

    Utility plant removal costs                (6,849)               (10,450) 

    Salvage received from utility plant retirements                   770                   1,018  

    Proceeds from sale of revenue bonds 111,850                 - 

    Principal payments on revenue bonds                (12,491)               (12,703) 

    Interest paid on revenue bonds           (26,128)         (24,482) 

   

    Net cash used in capital and   
      related financing activities                (339)       (112,758) 

   

CASH FLOWS FROM INVESTING ACTIVITIES:   
    Purchases of investment securities              (344,842)             (177,992) 

    Proceeds from sales and maturities of investment securities               241,958               209,067  

    Interest on investments                5,759              8,061  

   

    Net cash (used) provided by investing activities            (97,125)            39,136  

   

NET INCREASE IN CASH AND   
  SHORT-TERM INVESTMENTS - UNRESTRICTED 1,619                 21,360  

   

CASH AND SHORT-TERM INVESTMENTS   
  AT BEGINNING OF YEAR - UNRESTRICTED            93,157            71,797  

   

CASH AND SHORT-TERM INVESTMENTS   
  AT END OF YEAR - UNRESTRICTED $         94,776  $       93,157  

   

See notes to financial statements.   
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STATEMENTS OF CASH FLOWS ($000 OMITTED) 

YEARS ENDED JUNE 30, 2008 AND 2007 (continued)

2008 2007

Reconciliation of operating income to net cash provided 

  by operating activities:

    Operating income  $    50,673  $    59,418 

Adjustments to reconcile operating income

  to net cash provided by operating activities:

    Depreciation       40,884       37,003 

    Changes in assets and liabilities:

    (Increase) decrease in customer and other accounts receivable      (17,065)         1,062 

    Decrease (increase) in materials and supplies            571        (4,264)

    (Increase) decrease in other current assets           (185)              21 

    Decrease in energy conservation programs’ notes receivable            239            364 

    Decrease  in other non-current assets              59              17 

    Increase in accounts payable for purchased power       17,134         3,020 

    Increase (decrease) in other accounts payable and accrued expenses         6,179        (2,137)

    Increase in customer deposits            435            703 

    Decrease in payable to TVA–energy conservation programs           (239)           (364)

    Increase in other non-current liabilities            398            139 

    

    Net cash provided by operating activities  $    99,083  $    94,982 

 

NON-CASH CAPITAL AND RELATED FINANCING ACTIVITIES:

During 2008 and 2007, NES charged $8.7 million and $19.7 million, respectively, to accumulated depreciation  
representing the cost of retired utility plant.

During 2008 and 2007, $214,000 and $208,000, respectively, were charged to interest expense for amortization of 
bond premiums. Also, $599,000 and $629,000 were charged as amortization of the bond-issuance costs in 2008 and 
2007, respectively.

During 2008, the 2008 Series B Bonds were offered to refund $74,430,000 and $13,240,000 aggregate principal 
amount of the Board’s 1998 Series A and 1998 Series B Bonds, respectively.

See notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Electric Power Board of the Metropolitan Government of Nashville and Davidson County (the “Board”) was established 
in 1939 when the City of Nashville purchased certain properties of the Tennessee Electric Power Company for the purpose 
of exercising control and jurisdiction over the electric distribution system. In conducting the operations of the electric distribution 
system, the Board does business as Nashville Electric Service (“NES”). NES is a component unit of The Metropolitan 
Government of Nashville and Davidson County, Tennessee (the “Metropolitan Government”), and is operated by a five-
member board appointed by the Mayor and confirmed by the Council of the Metropolitan Government. Members of NES 
serve five-year staggered terms without compensation. In accordance with the Charter of the Metropolitan Government, 
NES exercises exclusive control and management, except NES must obtain the approval of the Council before issuing 
revenue bonds. The Metropolitan Government does not assume liability for the financial obligations of NES. In addition, 
the assets of NES cannot be encumbered to satisfy obligations of the Metropolitan Government. NES appoints a chief 
executive officer, who is charged with the responsibility for the day-to-day operations, including hiring of employees.

The financial statements of NES have been prepared in conformity with accounting principles generally accepted in the 
United States of America. NES maintains its accounts in accordance with the Uniform System of Accounts prescribed by the 
Federal Energy Regulatory Commission on the accrual basis of accounting. NES is not subject to the jurisdiction of federal 
or state energy regulatory commissions.

Under Governmental Accounting Standards Board (“GASB”) Statement No. 20, Accounting and Financial Reporting 
for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, NES has elected to apply 
Financial Accounting Standards Board (“FASB”) Statements and Interpretations issued after November 30, 1989, except 
for those that conflict with or contradict GASB pronouncements.

The significant accounting policies followed by NES are outlined below.

Estimates used in the preparation of financial statements are based on management’s best judgments. The most significant 
estimates relate to allowance for uncollectible accounts receivable, inventory obsolescence, depreciation, intangible asset 
valuations and useful lives, employee benefit plan obligations, accrued power receivable and payable, unbilled receivables, 
and unreported medical claims. These estimates may be adjusted as more current information becomes available.

For purposes of the statements of cash flows, cash and cash equivalents include unrestricted cash, commercial paper, 
U.S. Treasury Bills and certificates of deposit with an original maturity of three months or less.

Restricted Assets of NES represent bond proceeds designated for construction and other monies required to be restricted 
for debt service.
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Utility Plant is stated at original cost. Such cost includes applicable general and administrative costs and payroll and related 
costs such as pensions, taxes and other fringe benefits related to plant construction. Interest cost incurred during the period of 
construction of certain plant is capitalized. Capitalized interest was $837 thousand and $547 thousand in 2008 and 2007,  
respectively. Costs of depreciable retired utility plant, plus removal costs, less salvage, are charged to accumulated depreciation.

Depreciation is provided at rates which are designed to amortize the cost of depreciable plant over the estimated useful 
lives ranging from 5 to 50 years. The composite straight-line rates expressed as a percentage of average depreciable plant 
were as follows for June 30, 2008 and 2007:

Maintenance and repairs, including the cost of renewals of minor items of property, are charged to either maintenance 
expense accounts or applicable clearing accounts. Replacements of property are charged to utility plant accounts.

Investments and Cash Equivalents (including restricted assets) consist primarily of short-term U.S. Government securities 
or securities from agencies chartered by Congress, and certificates of deposit. In accordance with GASB Statement No. 
31, Accounting and Financial Reporting for Certain Investments and External Investment Pools, investments are reflected 
at their fair value except those investments that have a remaining maturity at the time of purchase of one year or less and 
certificates of deposit, which are reflected at cost. 

Materials and Supplies are stated at the moving weighted average cost.

Arbitrage Rebate Payable, which is included in other accounts payable and accruals, represents estimated amounts 
payable to the federal government for interest earnings on bond proceeds in excess of amounts allowed under federal 
regulations.

Unamortized Bond Issuance costs incurred in connection with the issuance of bonds are being amortized over the  
respective lives of the bond issues using the effective interest method.

Compensated Absences represent the liability for employees’ accumulated vacation days. The general policy of NES 
permits the accumulation, within certain limitations, of unused vacation days.

2008 2007

Distribution Plant, 18.2 to 40 years 3.5% 3.3%

Structure and improvements, 40 to 50 years 2.1% 2.0%

Office furniture and equipment, 7.1 to 16.7 years 13.7% 13.8%

Transportation equipment, 8 to 10 years 6.7% 7.3%

Other equipment, 8 to 33.3 years 6.4% 6.5%
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenues are recognized from meters read on a monthly cycle basis. Service that has been rendered from the latest date 
of each meter-reading cycle to month end is estimated and accrued as unbilled revenue receivable. 

NES purchases electric power from the Tennessee Valley Authority (“TVA”). The cost of purchased power is calculated 
based upon retail billing units adjusted for estimated line losses. NES accrues for unbilled purchased power based on 
retail billing units.

Asset Retirement Obligations are periodically reviewed in accordance with SFAS No. 143, Accounting for Asset  
Retirement Obligations, and management has concluded that, at present, NES does not have any such asset retirement  
obligations. 

Operating and Non-operating Revenues and Expenses – Operating revenues include the sale of power and rental 
of electric property. Operating expenses include direct and indirect costs to operate and maintain the electric distribution 
system, including purchased power, fuel, depreciation, customer accounts, tax equivalents, and general and administrative 
costs. Non-operating revenues and expenses consist primarily of interest income and expense. 

Income Taxes – NES is not subject to federal or state income taxes. While NES is not subject to property tax, NES pays tax equivalents 
in-lieu-of taxes to the Metropolitan Government and surrounding counties.

2. UTILITY PLANT AND ACCUMULATED DEPRECIATION

Utility plant activity for the years ended June 30, 2008 and 2007, was as follows ($000 omitted):

Balance Transfers & Balance

June 30, 2007 Additions Retirements June 30, 2008

Distribution plant  $     975,909  $       57,720  $       (7,145)  $  1,026,484 

Land and land rights            1,139              -                   -                 1,139 

Structures and improvements          41,992               982              -               42,974 

Office furniture and equipment          34,788            2,145           (1,499)          35,434 

Transportation equipment            6,033               792               (40)            6,785 

Other equipment          34,496            1,332               (16)          35,812 

Construction work-in-progress (a)          58,709            6,231              -               64,940 

 $  1,153,066  $       69,202  $       (8,700)  $  1,213,568 

 



2008 NASHVILLE ELECTRIC SERVICE ANNUAL REPORT 

40 | NES 2008 annual report

NOTES TO FINANCIAL STATEMENTS

2. UTILITY PLANT AND ACCUMULATED DEPRECIATION (continued)

(a) Represents the net activity to the construction work-in-progress account after transfers to plant accounts. 

The related activity for accumulated depreciation for the years ended June 30, 2008 and 2007, was as follows
($000 omitted):

Balance Transfers & Balance

June 30, 2006 Additions Retirements June 30, 2007

Distribution plant  $     912,935  $       79,939  $     (16,965)  $     975,909 

Land and land rights            1,139              -                   -                 1,139 

Structures and improvements          38,986            3,006              -               41,992 

Office furniture and equipment          34,015            2,493           (1,720)          34,788 

Transportation equipment            5,830               555              (352)            6,033 

Other equipment          34,403               810              (717)          34,496 

Construction work-in-progress (a)          77,655              -              (18,946)          58,709 

 $  1,104,963  $       86,803  $     (38,700)  $  1,153,066 

 

Balance Original Cost of Balance

June 30, 2007 Provision Cost Removal Salvage June 30, 2008

Distribution plant  $    352,974  $ 34,251  $     (7,132)  $      (6,849)  $    644  $   373,888 

Structures and          13,246          871            -                  -            -             14,117 

improvements

Office furniture          22,943       4,794         (1,499)             -            -             26,238 

and equipment

Transportation            1,181          432             (40)             -             111          1,684 

equipment

Other equipment          20,389       2,234             (16)             -               15        22,622 

 $    410,733  $ 42,582  $     (8,687)  $      (6,849)  $    770  $   438,549 
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NOTES TO FINANCIAL STATEMENTS

2. UTILITY PLANT AND ACCUMULATED DEPRECIATION (continued)

Balance Original Cost of Balance

June 30, 2006 Provision Cost Removal Salvage June 30, 2007

Distribution plant  $    349,108  $ 30,486  $   (16,955)  $    (10,450)  $    785  $   352,974 

Structures and          12,443          803            -                  -            -             13,246 

improvements

Office furniture          19,920       4,743         (1,720)             -            -             22,943 

and equipment

Transportation              869          429           (352)             -             235          1,181 

equipment

Other equipment          18,860       2,248           (717)             -               (2)        20,389 

 $    401,200  $ 38,709  $   (19,744)  $    (10,450)  $ 1,018  $   410,733 
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NOTES TO FINANCIAL STATEMENTS

3. CASH AND INVESTMENTS

Cash and investments consist of the following ($000 omitted):

Investments of $128 million and $28.1 million at June 30, 2008 and 2007 respectively, in U.S. Treasury 
Investments and Securities from Agencies Chartered by Congress are reported at fair value. Investments of  
$91.5 million and $112.4 million at June 30, 2008 and 2007, respectively, in U.S. Treasury investments, commercial 
paper and certificates of deposit are reported at cost.

The net increase in the fair value of investments during fiscal year 2008 was $75 thousand. This amount takes into account 
all changes in fair value (including purchases and sales) that occurred during the year. There was no unrealized gain on 
investments held at year-end.
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NOTES TO FINANCIAL STATEMENTS

3. CASH AND INVESTMENTS (continued)

Custodial Credit Risk – As of June 30, 2008 and 2007, NES’ cash held by financial institutions was $26.1 million and 
$527 thousand, respectively. Bank balances for such accounts totaled $96.6 million and $95.6 million, respectively. 
Deposits in financial institutions are required by State of Tennessee (“State”) statute to be secured and collateralized by 
the institutions. The collateral must meet certain requirements and have a total minimum market value of 105 percent of 
the value of the deposits placed in the institutions less the amount protected by federal depository insurance. Collateral 
requirements are not applicable for financial institutions that participate in the State’s collateral pool. As of June 30, 
2008 and 2007, all of NES’ deposits were held by financial institutions which participate in the bank collateral pool 
administered by the State Treasurer. Participating banks determine the aggregated balance of their public-fund accounts 
for the Metropolitan Government. The amount of collateral required to secure these public deposits is a certain percentage 
set by the State, depending on the financial institution, and must be at least that percentage of the average daily balance 
of public deposits held. Collected securities required to be pledged by the participating banks to protect their public-fund 
accounts are pledged to the State Treasurer on behalf of the bank collateral pool. The securities pledged to protect these 
accounts are pledged in the aggregate rather than against each individual account. The members of the pool may be 
required by agreement to pay an assessment to cover any deficiency. Under this additional assessment agreement, public-
fund accounts covered by the pool are considered to be insured for purposes of credit risk disclosure. 

Credit Risk – NES is authorized to invest in obligations of the U.S. Treasury and U.S. governmental agencies, securities 
from agencies chartered by Congress, certificates of deposit, commercial paper rated A1 or equivalent and bonds of the 
State of Tennessee. Each of these investments is insured and registered or held by NES or its agent in NES’ name. 

Concentration of Credit Risk – NES has a policy prohibiting investment of greater than $5 million or 20 percent of the 
total investment portfolio in any one issue, except for the U.S. Government or any of its agencies. In 2008, more than  
5 percent of NES’ investments are in securities from agencies chartered by Congress and a Public Fund Trust. 
These investments are 58.3 percent and 41.4 percent respectively, of NES’ total investments. In 2007, more 
than 5 percent of NES’ investments are in U.S. Treasury Investments and a Public Fund Trust. These investments are  
34.0 percent and 65.5 percent, respectively, of NES’ total investments.

Interest Rate Risk – NES restricts its investments to maturities less than two years from the date of settlement as a means of 
managing exposure to fair value losses arising from changes in interest rates. 
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4. LONG-TERM DEBT 

Long-term debt for the years ended June 30, 2008 and 2007, is as follows ($000 omitted):

Additions/

Balance Deductions/ Amortization/ Balance

June 30, 2007 Repayments Accretion June 30, 2008

Electric System Revenue Bonds, 1996 Series A, 

bear interest at rates from 5.5% to 6%, maturing 

through May 15, 2013, interest paid semi-annually.  $          60,506  $      (6,716)  $       (2,944)  $       50,846 

Electric System Revenue Bonds, 1998 Series A, 

bear interest at rates from 5.125% to 5.40%, 

maturing through May 15, 2023, interest paid semi-

annually.              93,390        (74,430)            2,040          21,000 

Electric System Revenue Bonds, 1998 Series B, 

bear interest at rates from 4.75% to 5.50%, 

maturing through May 15, 2017, interest paid semi-

annually.              50,156        (17,225)               138          33,069 

Electric System Revenue Bonds, 2001 Series A, 

bear interest at rates from 4.50% to 5.125%, 

maturing through May 15, 2017, interest paid semi-

annually.            108,568          (1,790)               (11)         106,767 

Electric System Revenue Bonds, 2001 Series B, 

bear interest at 5.50%, maturing through May 15, 

2014, interest paid semi-annually.              18,593             -                    (11)          18,582 

Electric System Revenue Bonds, 2004 Series A, bear
interest at rates from 4.50% to 5.00%, maturing through 
May 15, 2029, interest paid semi-annually. 109,369           -                 3                 109,372       

Electric System Revenue Bonds, 2008 Series A, bear

interest at rates from 3.25% to 5.00%, maturing through 

May 15, 2033, interest paid semi-annually. -                      -                 112,348       112,348       

Electric System Revenue Bonds, 2008 Series B, bear

interest at rates from 3.25% to 5.00%, maturing through 

May 15, 2023, interest paid semi-annually. -                      -                 85,990         85,990         

           440,582  $  (100,161)  $     197,553         537,974 

Less current portion of long-term debt             (12,491)         (13,875)

 $         428,091  $     524,099 
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NOTES TO FINANCIAL STATEMENTS 

4. LONG-TERM DEBT (continued)

NES issues Revenue Bonds to provide funds primarily for capital improvements and for refundings of other bonds. All bond 
issues are secured by a pledge and lien on the net revenues of NES on parity with the pledge established by all bonds 
issued. Annual maturities on all long-term debt and related interest are as follows for each of the next five fiscal years and 
in five-year increments thereafter ($000 omitted):

On June 27, 2008, the Board closed on the sale of the Metropolitan Government of Nashville and Davidson County, 
Tennessee, Electric System Revenue Bonds, 2008 Series A and B. The purpose of the 2008 Series A Bonds was  
to reimburse NES for a portion of the 2008 capital expenditures and to fund approximately 50 percent of NES’ projected 
$218.9 million Capital Budget for the fiscal years ending June 30, 2009, through June 30, 2011. The remainder 
will be funded with operating revenues. The par amount of the 2008 Series A Bonds, $109.2 million, plus original  
issue premium, less underwriter discount, cost of issuance, and a deposit to the debt service reserve fund netted proceeds 
in the amount of $111.8 million of which $110 million was deposited into the Special Construction Fund, $1.6 million 
in the Debt Service Reserve Fund and $225 thousand into the General Fund. The proceeds in the Special Construction 
Fund will be drawn down quarterly over the next three years. The 2008 Series B Bonds were being offered to refund 
$74,430,000 aggregate principal amount of the 1998 Series A Bonds maturing May 15, 2015, 2016 and 2023, 
and to refund $13,240,000 aggregate principal amount of 1998 Series B Bonds maturing on May 15, 2009, 2010 
and 2011. The Board believes it has sufficient debt capacity and a strong financial position. Therefore, the tax-exempt 
bond market is expected to be a future source of liquidity to supplement the cash flow from operations. The advance 
refunding was undertaken to reduce total debt service payments over the next 15 years by $6.8 million and resulted in 
an economic gain of $5.0 million.

The following bond issues have been defeased through advanced refundings; therefore, the balances indicated, which are 
still outstanding at June 30, 2008, do not appear as liabilities on the Board’s Statement of Net Assets:

NES had a $25 million unsecured line of credit in 2008 and 2007 to be used for purchased power in case of a natural 
disaster. Borrowings under this line of credit bear a negotiated interest rate. At June 30, 2008 and 2007, there were no 
borrowings outstanding under this line of credit.

Principal Interest

2009 14,279$       27,450$       

2010 15,213        28,667        

2011 15,165        28,749        

2012 15,331        28,762        

2013 19,646        24,481        

2014-2018 143,511       76,603        

2019-2023 153,786       61,075        

2024-2028 113,730       27,918        

2029-2033 47,313        5,602          

Total 537,974$     309,307$     
 

Amounts 

Outstanding

1998 Series A Bonds 74,430,000$    

1998 Series B Bonds 13,240,000      
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5. OTHER NON-CURRENT LIABILITIES

NES’ other non-current liabilities consist primarily of TVA energy conservation program loans and customer contributions. 
The following table shows the activity for the year ($000 omitted):

NES is a fiscal intermediary for the TVA energy conservation programs whereby loans are made to NES’ customers to be 
used in connection with TVA’s Residential Energy Services Program. Pursuant to the terms of an agreement with TVA, the 
energy conservation loans made to NES’ customers are funded and guaranteed by TVA.

6. PENSION PLAN

The Nashville Electric Service Retirement Annuity and Survivors’ Plan (the “Plan”) is a single-employer defined benefit pension 
plan administered by NES. The Plan provides retirement and survivors’ benefits to members and beneficiaries. Cost-of-living 
adjustments are provided to members and beneficiaries annually. The Charter of the Metropolitan Government assigns the 
authority to establish and amend benefit provisions to NES. The Plan is not required to issue a separate financial report.

All full-time regular employees under age 65 are eligible to participate in the Plan. The vesting provision of the Plan 
provides for five-year cliff vesting. NES employees who retire at or after age 65 are entitled to annual retirement benefits 
payable monthly for life in an amount equal to 2 percent of final average compensation multiplied by years in the Plan 
not in excess of 35 years. Final average compensation is the average compensation in the 36 consecutive months in 
which compensation is highest. Unused sick leave may be used to increase credited service and benefit percentage under 
certain circumstances. Early retirement is an option beginning at age 55 with 15 years of credited service or at age 50 
with 30 years of credited service with an actuarially-reduced monthly benefit.

If the participant has attained age 55, and his/her age plus service is 85 or greater, then there is no reduction for early 
receipt of the benefit. However, a participant cannot use accumulated sick leave to increase effective age to meet the 
requirements for this unreduced benefit. For a participant with 25 or more years of service, the minimum pension benefit 
is $1,600 per month.

The contribution requirements of NES are established and may be amended by NES. The Plan is currently non-
contributory. NES’ practice is to typically fund at least the minimum contribution for a 30-year funding level. The 
current rate is 27.13 percent of annual covered payroll. NES contributed 100 percent of the required contribution 
for the Plan years 2008 and 2007.

The annual required contribution for the current year was determined as part of the April 1, 2008, actuarial valuation using 
the frozen initial liability method. The actuarial assumptions included (a) 8.0 percent long-term investment rate of return and 
(b) projected salary increases of 4.5 percent. Both (a) and (b) included an inflation component. The assumptions include 
cost-of-living post-retirement benefit increases equal to 2 percent per year. The actuarial value of Plan assets is determined 
using techniques that smooth the effects of short-term volatility in the market value of investments over a three-year period. 
The unfunded actuarial accrual liability is being amortized over 30 years. The required schedule of funding progress 
below presents multi-year trend information about whether the actuarial value of plan assets is increasing or decreasing 
over time relative to the actuarial accrued liability for benefits.

June 30, 2007 Repayments Additions June 30, 2008

Other non-current liabilities 3,767$         (4,617)$              4,776$      3,926$          
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6. PENSION PLAN (continued)

Schedule of employer contributions for the past three years is shown below ($000 omitted):

 Schedule of funding progress for the past three years is shown below ($000 omitted):

In 1994, NES established a non-qualified Supplemental Executive Retirement Plan (the “SERP”). The SERP was limited 
to certain employees of NES. Benefits accrued at the rate of 5 percent of salary for each year of credited service not to 
exceed 12 years and vests at the rate of 20 percent for each year of service, reduced by the percentage accrued and 
vested under NES’ qualified plan. Effective April 1, 2005, the Board merged the SERP with the NES Retirement Annuity 
and Survivors’ Benefit Plan. Adding the SERP benefits to the Plan increased the funding requirements for the Plan, but the 
amounts that had accumulated in the SERP Trust were transferred to the Plan in order to offset those increased costs. Future 
payments that would have been made into the SERP Trust will be directed into the Plan. At the time of conversion, no 
benefits had been paid from the SERP. Any change in funding requirements is reflected in the above schedule.

7. DEFERRED COMPENSATION PLAN

NES has a deferred compensation plan (the “Plan”) created in accordance with Internal Revenue Code (“IRC”) Section 
457. The Plan, which is available to all full-time employees, permits employees to defer a portion of their salary until future 
years. Employees may contribute up to the legal limit of their compensation to the Plan with NES providing a matching 
contribution of up to 3 percent of compensation. The deferred compensation is not available to employees until termination, 
retirement, death or unforeseeable emergency. The Plan provides that assets or income of the Plan shall be used for 
the exclusive purpose of providing benefits for participants and their beneficiaries or defraying reasonable expenses of 
administration of the Plan. Since the assets of the Plan are held in custodial and annuity accounts for the exclusive benefit 
of Plan participants, the related assets of the Plan are not reflected on the statements of net assets. Employees contributed 
$3.2 million and $3.0 million, and NES contributed $1.6 million and $1.6 million to the Plan during the years ended 
June 30, 2008 and 2007, respectively.

Plan Year Annual Required Contribution Percentage Contributed

2008 15,203$  100%

2007 14,938    100%

2006 13,165    100%  
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8. POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 6 and the deferred compensation benefits described in Note 7, 
NES provides post-retirement medical, dental, and life insurance benefits to all employees who retire from NES under the 
provisions of the qualified plan and supplemental executive retirement plan. Medical and dental benefits are also provided 
to their spouses. As of June 30, 2008, approximately 526 retirees meet those eligibility requirements. Expenses for these 
post-retirement benefits have previously been recognized as retirees report claims. Those incurred claims totaled $8.5 mil-
lion and $6.8 million for the years ended June 30, 2008 and 2007, respectively. During the year ended June 30, 2008, 
NES implemented the provisions of GASB Statement No. 45 titled “Accounting and Financial Reporting by Employers for 
Post-Employment Benefits Other Than Pensions”. These provisions were applied prospectively with respect to NES’ Other 
Post-Employment Benefits (OPEB) Plan. GASB Statement No. 45 requires the accrual of OPEB obligations over the work-
ing careers of plan members rather than as claims are incurred. The total expense that was recognized under these new 
requirements during fiscal 2008 totaled $15.6 million.

The NES OPEB Plan is a single-employer defined benefit plan funded through an irrevocable trust that was established 
during the year ended June 30, 2008. The Charter of the Metropolitan Government assigns the authority to establish and 
amend benefit provisions to NES. The Plan is not required to issue a separate financial report.

NES’ annual OPEB cost (expense) is calculated based on the annual required contribution (ARC), an amount actuarially 
determined in accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if 
paid on an ongoing basis, is projected to cover normal cost each year and to amortize any unfunded actuarial liabilities 
(or funding excess) over a thirty-year period beginning April 1, 2008. The current rate is 23.71 percent of annual covered 
payroll. NES contributed 100 percent of the required contribution for the Plan year.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events in the 
future. Amounts determined regarding the funded status of the plan and the annual required contributions of NES are subject 
to continual revision as actual results are compared to past expectations and new estimates are made about the future. The 
required schedule of funding progress presented below provides multi-year trend information that shows whether the actuarial 
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Projections of benefits are based on the substantive plan (the plan as understood by NES and plan members) and include 
the types of benefits in force at the valuation date and the pattern of sharing benefit costs between NES and the plan 
members to that point. Actuarial calculations reflect a long-term perspective and employ methods and assumptions that are 
designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets. Significant methods 
and assumptions were as follows:

Actuarial valuation date: April 1, 2008
Actuarial cost method: Entry age, normal method
Amortization method: Level percentage of pay, open
Remaining amortization period: 30 years, closed

Asset valuation method: Adjust expected assets on the valuation date toward market value of assets by an amount equal 
to one-third of the difference between expected and market asset values

The actuarial assumptions included (a) 8.0 percent long-term investment rate of return and (b) projected salary increases 
of 4.5 percent. Both (a) and (b) included an inflation component. The assumptions include health care cost trend rate 
increases equal to 5 percent per year.
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8. POST-EMPLOYMENT BENEFITS (continued)

Schedule of employer contributions for the year is listed below:
	

Plan Year Annual Required Contribution Percentage Contributed

2008 15,618,849$     100%  

Schedule of funding progress for the past two years is shown below ($000 omitted):

9. LEASES

Total rental expense entering into the determination of net operating income amounted to approximately $998 thousand 
and $874 thousand in 2008 and 2007, respectively. Rental expense consists primarily of payments for facilities rental 
and leasing arrangements for software licensing. NES leases these facilities and software under various cancelable lease 
agreements. Rental income is received under pole-attachment leases, which are accounted for as operating leases. These 
leases are cancelable. Therefore, future minimum rentals under these leases are not significant. Rental income from this 
source totaled $2.1 million and $1.9 million for the years ended June 30, 2008 and 2007, respectively.

10. RISK MANAGEMENT AND LIABILITY

NES is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; errors and omissions; 
injuries to employees; and natural disasters. NES is an agency of the Metropolitan Government and is covered under the 
Tennessee Governmental Tort Liability Act, TCA 29-20-101, et al, (the “Act”) and is self-insured under the act for tort liability. 
NES is immune from any award or judgment for death, bodily injury and/or property damage in excess of the limits as set 
fourth in the Act. Therefore, NES has not secured insurance coverage in excess of such limits. NES is a participant in the 
Metropolitan Government Insurance Pool (the “Pool”) for coverage of most property losses. The Pool is currently operated as 
a common risk management and insurance program for several public entities, including NES, the Metropolitan Nashville 
Airport Authority, the Metropolitan Transit Authority and the Department of Water and Sewerage Services. The Pool is self-
sustaining through member premiums. NES subrogates for all losses paid out for the negligence of other parties. 
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10. RISK MANAGEMENT AND LIABILITY (continued)

NES is self-insured for employee dental claims and self-insured up to $100,000 for employee medical claims. The 
changes in the insurance reserves for medical and dental benefits for the years ended June 30, 2008 and 2007, are as 
follows ($000 omitted):
 

NES continues to carry commercial insurance for all other risks of loss, including a retention with excess workers’ 
compensation coverage and employee health and accident insurance. Settled claims resulting from these risks have not 
exceeded commercial insurance coverage in any of the past three fiscal years.

NES is party to various lawsuits filed against it in the normal course of business. Management does not believe that 
damages, if any, arising from outstanding litigation, will have a material effect on the financial position of NES.

11. COMMITMENTS AND CONTINGENCIES

NES has entered into an agreement with an outside firm, whereby the firm provides computer hardware services operation 
for NES’ mainframe information system. The agreement will expire in November 2008. The contract is for three years 
and may be renewed for two additional one-year periods. NES also has entered into an agreement with an outside 
firm, whereby the firm provides professional services for the management, operation and support of NES’ information  
and data processing system. The agreement will expire in October 2008. The contract may be renewed for one  
additional one-year period. The minimum commitments remaining under these agreements are $6.2 million (2009) and 
$1.8 million (2010).

Balance—June 30, 2006  $    2,500 

    Payments     (16,391)

    Incurred Claims      15,806 

Balance—June 30, 2007        1,915 

    Payments     (16,171)

    Incurred Claims      16,051 

Balance—June 30, 2008  $    1,795 
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12. RELATED PARTY TRANSACTIONS

NES had related party balances and transactions as a result of providing electric power to the Metropolitan Government 
and entities of the Metropolitan Government, as well as making tax equivalent payments to the Metropolitan Government 
and other payments to entities of the Metropolitan Government. These balances and transactions as of and for the years 
ended June 30, 2008 and 2007, are summarized as follows ($000 omitted):

13. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair Value of Financial Instruments has been determined by NES using available market information. However, judgment 
is required in interpreting market data to develop the estimates of fair value. Accordingly, the fair values are not necessarily 
indicative of the amounts that NES could realize in a current market exchange. The carrying amounts of cash and short-
term investments, investment of special funds, accounts receivable and accounts payable are a reasonable estimate of 
their fair value. The fair value of NES’ long-term debt is estimated based on the quoted market prices for the same or similar 
issues. The fair value of NES’ long-term debt is estimated to be $554 million and $461 million at June 30, 2008 and 
2007, respectively.

2008 2007

Balances:

    Accounts receivable  $    1,965  $   2,370 

    Accounts payable            98           11 

Transactions:

    Commercial and industrial revenue—Metropolitan Government Entities      47,562     43,757 

    Street and highway lighting revenue—Metropolitan Government Entities        5,361       5,051 

    Tax equivalents operating expense—Metropolitan Government Entities      23,105     23,693 
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Metro Parks and Recreation Department ‘s Bells Bend Outdoor Center and Beaman Park Nature Center photography: 
Tim Hill, NES Corporate Communications Supervisor



What do 
you do to 

conserve?

C
O

N
SE

RV
E

THE POWER
IS YOURS!

You don’t have to 
do much, but if we 
all do just one thing 
to conserve energy 
– like change out a 
lightbulb or change 
the thermostat one 
degree – we can start 
a revolution.

Read on to see what 
other Nashvillians do. 
You could be next…

C
O

N
SERV

ETHE POWER
IS YOURS!



&

2008NES Annual Report

A Natural Fit: NES and Metro Parks Join Forces to SAVE ENERGY! g g g

Vanderbilt 
Sets the Bar in 
Green 
initiatives

10TIPS for Saving Energy

GETTING THE WORD 

OUT
NES preaches 
conservation

     going green
     Nashville SOUNDS 
   WYNDHAM Hotels 
          take conserving 
                to the NEXT        
                       LEVEL

CONSERVE
the power 
is yours!

inside:
NES 
customers 
DO THEIR
PART

1214 Church Street  •  nashville, TN 37246  •  (615) 736-6900  •  www.nespower.com




