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Southwest Power Pool 

HUMAN RESOURCES COMMITTEE MEETING 

July 21 and 22, 2010 
 

Southwest Power Pool Offices 

Little Rock, Arkansas 
 

 
• Summary of Action Items • 

 
1. Approved minutes of the April 26, 2010 meeting. 

2. Approved revised Investment Policy Statements for the Southwest Power Pool Defined Benefit, 
401(k), and Post-retirement Healthcare plans. 

 
• Summary of Follow-Up Items • 

 

3. The committee will schedule a meeting prior to the September 29, 2010 Finance Committee 
meeting.  Towers Watson will present results from the 2010 Compensation Survey to the 
committee at this meeting.  This meeting will replace the October 25, 2010 meeting previously 
scheduled. 
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HUMAN RESOURCES COMMITTEE MEETING 

July 21 and 22, 2010 

Southwest Power Pool Offices 
Little Rock, Arkansas  

 
•  M I N U T E S  •  

 
Agenda Item 1 – Call to Order 
Phyllis Bernard called the meeting to order at 1:00 pm, CDT, on July 21, 2010. The following members 
were in attendance: 
 Ms. Phyllis Bernard, Chair  Director 

Mr. Larry Altenbaumer   Director 
Mr. Mike Palmer   Empire District Electric Company 
Ms. Trudy Harper   Tenaska 
Mr. Noman Williams   Sunflower Electric Power Corporation 
Mr. Darrell Dorsey   Board of Public Utilities, Kansas City, KS 

 
Southwest Power Pool staff in attendance:   
 Mr. Tom Dunn  
 Mr. Nick Brown 
 Ms. Malinda See 
 Mr. Brian Smith 
 Mr. Russell Quattlebaum 
 401(k) Employee Advisory Group 
 
Guests in attendance: 
 Mr. Jay White    Smith Capital Management 
 Ms. Rae Willis    Prinicipal Financial 
 Mr. Mark Millsap   Foundation Resource Management  
 Mr. Greg Hartz    Foundation Resource Management 
 Ms. Pattie Weed   Thomas & Thomas LLP 
 Ms. Sherry Chesser   Thomas & Thomas LLP 
 Mr. Tom Kane    Stephens Insurance, Inc. 
 Ms. Jo Anne Edmondson  Stephens Insurance, Inc. 
 Mr. Allyn Bennett   US Bank 
 Mr. Jim LaBelle    US Bank 
 
Agenda Item 2 – Approval of Minutes  
The minutes of the April 26, 2010 teleconference meeting were reviewed.  Phyllis Bernard had the 
following changes to the minutes:  change “principal” to “principle” on page 2, under “Agenda Item 5”, and 
change “…low performers are not rewarded” to “… low performers are rewarded at a relatively low level” 
on page 2, under “Agenda Item 5”.  Larry Altenbaumer moved the minutes be approved as amended.  
The motion was seconded by Mike Palmer and approved via unanimous voice vote. 
 
Agenda Item 3 – Executive Session 
The committee adjourned to executive session. 
 
Agenda Item 4 – SPP External Audit Report 
Pattie Weed and Sherry Chesser discussed the role of Thomas & Thomas as auditor of SPP’s benefit 
plans.  SPP engages Thomas & Thomas annually to perform as “limited scope audit” of SPP’s 401(k) and 
defined benefit retirement plans, as required by the Department of Labor.  The audit covers internal 
controls, performance of risk assessment procedures, and tests on:  participant data, employee 
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contributions, employer matching funds, forfeitures, benefit payments, administrative expenses and fraud 
risk factors.  In addition, the auditors review the SPP 5500 filings for consistency with financial 
statements.  The auditors reported no deficiencies and material weaknesses noted for Southwest Power 
Pool. 
 
Agenda Item 5 – Investment Policy Manager Reports – Defined Benefit Pension Plan 

(a) Performance Reports:  Mark Millsap and Greg Hartz with Foundation Resource 
Management reported on the performance of the defined benefit pension plan fund assets 
under their management.  Foundation Resource Management generated returns of 29.28% 
for the 2009 calendar year and 5.02% annualized since their engagement in January 2005.  
The firm continues to adhere to a value investment strategy as they have since engagement.  
There has been no turnover in the individuals directly responsible for management of the 
assets of the plan. 

(b) Jay White with Smith Capital Management reported on the performance of the defined benefit 
pension plan fund assets under his management.  Smith Capital Management generated 
returns of 33.62% for the 2009 calendar year and -1.03% annualized since their engagement 
in August 2006.  The firm continues to manage the assets of the plan with a focus on growth 
oriented investments.  There has been no turnover in the individuals directly responsible for 
management of the assets of the plan.   

(c) Investment Policy Statement Review – Defined Benefit Pension Plan:  SPP staff 
presented a revised Investment Policy Statement to the committee.  The revised policy was 
reformatted and contained some minor edits in Sections 2.03 and 2.05.  Larry Altenbaumer 
moved the policy statement be approved as amended.  The motion was seconded by Noman 
Williams and approved via unanimous voice vote.  

(d) The five year annualized return for SPP’s Defined Benefit Pension Plan was 4.50% as of 
December 31, 2009.  This return represents a significant improvement from the average as of 
December 31, 2008 (-5.25%) but still trails the stated objective of the plan to return 7% 
annually.  The Chair of the Committee requested SPP staff review the assumptions around 
maintaining a 7% long-term annual rate of return.   

 
Agenda Item 6 – 2010 Compensation Survey Update 
SPP engaged Towers Watson to perform a comprehensive compensation survey.  Towers Watson was 
selected after a competitive bid process and thorough evaluation of vendors.  The scope of work 
addressed in the survey included:  

 A review of the current job descriptions and functions at SPP 

 A review of the current salary structure at SPP 

 A review of the current organizational structure at SPP 

 Market pricing for jobs and functions at SPP 

 A report reviewing current status of jobs relevant to market price at SPP.  

 In conducting this review and report, Towers took into consideration market pricing for utilities, 
ISO/RTOs, and the general regional market place. 

 Review and report on the SPP retirement programs (401(k) and Defined Benefit Plan) to include 
an analysis of the prevalence and relevance of the plans as compared to other utilities, ISO/RTOs 
and the general marketplace. 

Towers Watson was scheduled to present their findings to the SPP officers July 28th, 2010.  The officers 
will review the findings and make recommendations to the SPP Human Resources Committee.  Towers 
Watson and SPP will present the findings and recommendations to the SPP Human Resources 
Committee at a meeting date in late August or early September 2010. 
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Agenda Item 7 – 2011 Merit Pool 
The committee decided to defer action on any 2011 Merit Pool dollars until after the presentation and 
analysis of SPP’s compensation survey results. 
 
Agenda Item 8 – SPP HR Strategy/Initiatives 
Brian Smith and Russell Quattlebaum with the SPP Human Resources Department reported on SPP’s 
career development focus and HR process improvements.  SPP is enhancing the career development 
focus to create an environment that supports career development of its employees.  The human 
resources staff is working across departments at SPP to communicate and train employees at all levels of 
the organization.  The HR department has implemented several process improvements including on-line 
benefit enrollment, valuations of jobs, revised and enhanced employee on-boarding, and interfaces with 
the SPP Learning Management System. 
 
Agenda Item 9 – Employee 401(k) Advisory Group  
The Employee 401(k) Advisory Group members joined the HRC for breakfast and discussed their efforts 
with the committee. The group has held two meetings in 2010 and plans to meet quarterly.  The group will 
focus on employee education regarding the 401(k) plan and the importance of planning for retirement.  
The group expressed their excitement at the opportunity to serve in this capacity. 
 
Agenda Item 10 – Investment Policy Manager Reports – 401(k)  

(a) Third Party Administrator Report:  Rae Willis with Principal Financial discussed the 
services provided to the 401(k) plan by Principal Financial.  Additionally, Mrs. Willis discussed 
the fees earned by Principal for their services and the means of collecting the fees.     

(b) Performance:  Jay White with Smith Capital Management reported on the performance of 
the funds available for investment by plan participants. 

(c) Participant Education:  Jay White with Smith Capital Management reported on his 
participant education efforts.  Jay schedules dates to visit SPP offices and is available to 
meet one-on-one with employees regarding their 401(k) investment decisions. 

(d) Investment Policy Statement Review – 401(k) Plan:  SPP staff presented a revised 
Investment Policy Statement to the committee.  The revised policy was reformatted and 
contained some minor formatting edits.  Darrell Dorsey moved the policy statement be 
approved as amended.  The motion was seconded by Mike Palmer and approved via 
unanimous voice vote.  

 
Agenda Item 11 – National Healthcare Reform 
Tom Kane and Jo Anne Edmondson with Stephens Insurance presented an analysis of impacts SPP can 
expect from the National Healthcare Reform Act.  The main impact to SPP will be additional reporting 
requirements.  They recommended the following strategy for SPP:  modify the plan as needed to remain 
compliant with reforms, implement health management strategy and employee wellness program, and 
implement communication strategy to build awareness and engagement around SPP’s commitment to 
excellent benefits. 
 
Agenda Item 12 – Investment Policy Manager Reports – Retiree Healthcare 

(a) Retirement Plan:  Allyn Bennett with US Bank discussed the role of US Bank as the trustee 
for the SPP Retirement Plan. 

(b) Retiree Healthcare:  Jim LaBelle with US Bank reported on the performance of the post-
retirement healthcare plan fund assets under his management.  U.S. Bank generated returns 
of 23.92% for the 2009 calendar year and 1.05% annualized since June 30, 2005.  This 
account has recently been re-assigned to Jim LaBelle as part of an effort by U.S. Bank to 
spread the workload evenly to its investment manager employees.  

(c) The five year annualized return for SPP’s post-retirement healthcare plan was 1.88% as of 
December 31, 2009.  This return represents a significant improvement from the average as of 
December 31, 2008 (-5.60%) but still trails the stated objective of the plan to return 7% 



 
 

Southwest Power Pool Human Resources Committee Minutes 
July 21 and 22, 2010 

  Page 5 of 6 
 

annually.  The Chair of the Committee requested SPP staff review the assumptions around 
maintaining a 7% long-term annual rate of return.   . 

(d) Investment Policy Statement Review – Retiree Healthcare:  Tom Dunn presented a 
revised Investment Policy Statement to the committee. The revised policy was reformatted 
and contained some minor formatting edits.  Noman Williams moved the policy statement be 
approved as amended.  The motion was seconded by Mike Palmer and approved via 
unanimous voice vote. 

 
Agenda Item 13 – Future Meetings 
Future meeting dates include: 
 
August 17 (Tuesday) 
Dallas, Texas – Love Field Conference Center 

 Compensation Survey results presentation by Towers Watson 
 Review HR Committee Effectiveness 
 Approve funding for 2011 Merit Pool 

 
January 18, 2011 (Tuesday)  
Dallas, TX – Love Field Conference Center 
Agenda Items: 

• Approve funding for 2010 Performance Compensation Plan 
• Review SPP President 2010 performance and propose 2011 compensation 

 
April 25, 2011 (Monday) 
Tulsa, OK 
Agenda Items: 

• Review SPP Benefits Program  
• Review SPP Compensation Plans 
• Review 2010 Performance Compensation Process/payout 
• Review HRC Scope 
 

July 25 & 26, 2011 (Monday & Tuesday) 
HRC Planning Retreat  
Little Rock, Arkansas 
Strategic HR Planning Session 
• Follow up on SPP Benefit Plans 
• Follow up on Compensation Plans 
• Approve 2011 Meeting schedule and agendas 
• Investment Management Meeting 

 Review Investment Policy Statements 
 Review/evaluate investment manager performance 
 Approve 2010 funding levels for retirement plans 

 
Agenda Item 14 – Other Items 
None noted. 
 
Agenda Item 15 - Adjourn 
Phyllis Bernard adjourned the meeting at 2:55 pm on Thursday, July 22, 2010. 
 
Executive Session 
The HRC met in executive session on July 22, 2010 to discuss two specific employment practices actions 
naming SPP.  While reviewing the status of these actions, the HRC was briefed on SPP’s employee 
policies on harassment, training provided to all employees on SPP’s harassment policy (includes all types 
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of harassment even beyond sexual harassment), and remedies available to employees who believe they 
or others have been harassed. 
 
 
Respectfully Submitted, 
 
 
Thomas P. Dunn 
Secretary 
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Relationship-Based  •  Member-Driven  •  Independence Through Diversity 

Evolutionary vs. Revolutionary  •  Reliability & Economics Inseparable 

Southwest Power Pool, Inc. 
HUMAN RESOURCES COMMITTEE MEETING 

July 21 and 22, 2010 
Southwest Power Pool offices 

Little Rock, Arkansas 
•  A G E N D A  •  

 July 21 - 1:00 pm – 5:00 pm (Central Daylight Time) 
 
1. Call to order ...................................................................................................................... Phyllis Bernard 

2. Approval of minutes .......................................................................................................... Phyllis Bernard 

3. Executive Session ............................................................................................................ Phyllis Bernard 

4. SPP External Audit Report ................................................................................ Thomas & Thomas CPA 

5. Investment Policy Manager Reports  

a.  Defined Benefit Pension Plan ............................................ Foundation Resource Management 

i. Performance ......................................................................... Mark Millsap & Greg Hartz 

ii. Investment Policy Statement Review ............................................................ Tom Dunn 

b. Defined Benefit Pension Plan .......................................................... Smith Capital Management 

i. Performance ................................................................................................... Jay White 

6. 2010 Compensation Survey Update..................................................................................... Malinda See 

7. 2011 Merit Pool ........................................................................................................................ Tom Dunn 

8. SPP HR Strategy / Initiatives 

a)  Employee development .................................................................. Brian Smith/Russell Quattlebaum 
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Relationship-Based  •  Member-Driven  •  Independence Through Diversity 

Evolutionary vs. Revolutionary  •  Reliability & Economics Inseparable 

 

July 22 – 8:00 am – 3 pm (Central Daylight Time) 
 

9. Employee 401(k) advisory group  ......................................................................................... Malinda See 

10. Investment Policy Manager Reports 

a. 401(k) and Defined Benefit Pension Plan  ...................................... Smith Capital Management 

i. Third Party Administrator Report .................................................................... Rae Willis 

ii. Performance ................................................................................................... Jay White 

iii. Participant Education ...................................................................................... Jay White 

iv. Investment Policy Statement Review ............................................................ Tom Dunn  

11. National Healthcare Reform ..................................................................................... Stephens Insurance 

12. Investment Policy Manager Reports 

a. Retirement Plan  ............................................................................................................ US Bank 

b. Retiree Healthcare ......................................................................................................... US Bank 

c. Investment Policy Statement Review ......................................................................... Tom Dunn 

13. Future Meetings and Agendas  ............................................................................................................ All 

14. Other Items ........................................................................................................................................... All 

15. Adjourn ............................................................................................................................. Phyllis Bernard 

 



Southwest Power Pool 

HUMAN RESOURCES COMMITTEE MEETING 

April 26, 2010 
 

The Skirvin Hotel 

Oklahoma City, Oklahoma 
 

 
• Summary of Action Items • 

 
1. Approved minutes of the February 24, 2010 teleconference. 

 
• Summary of Follow-Up Items • 

 

2. The committee will receive a 2010 Compensation Survey report prior to the July planning 
meeting, along with any staff recommendations for changes to existing compensation structures 
or benefit plans. 
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HUMAN RESOURCES COMMITTEE MEETING 

April 26, 2010 

The Skirvin Hotel 
Oklahoma City, Oklahoma 

 
•  M I N U T E S  •  

 
Agenda Item 1 – Call to Order 
Phyllis Bernard called the meeting to order at 8:14 am, CDT, on April 26, 2010. The following members 
were in attendance: 
 Ms. Phyllis Bernard, Chair  Director 

Mr. Larry Altenbaumer   Director 
Mr. Mike Palmer   Empire District Electric Company 
Ms. Trudy Harper   Tenaska 
Mr. Noman Williams   Sunflower Electric Power Corporation 

 
Southwest Power Pool staff in attendance:   
 Mr. Tom Dunn  
 Mr. Nick Brown 
 Ms. Malinda See 
 
Guests in attendance: 
 Mr. Harry Skilton, SPP Director and Vice Chairman of the Board 
 Mr. Julian Brix, SPP Director 
 
Agenda Item 2 – Approval of Minutes  
The minutes of the February 24, 2010 teleconference meeting were reviewed.  Larry Altenbaumer moved 
the minutes be approved as written.  The motion was seconded by Noman Williams and approved via 
unanimous voice vote. 
 
Agenda Item 3 – Self-Funded Medical Plan Update 
SPP migrated to a self-funded medical plan as of January 1, 2010.  The first quarter expenses for the 
plan were $743,147.  The estimated quarterly costs during the same period for a fully insured plan are 
$900,000.  This is a potential savings of approximately $150,000.  SPP has experienced several large 
claims in the first quarter which contributed significantly to the expenses.  SPP has established process 
documentation for plan funding and disbursement.  SPP internal audit and external financial auditors will 
review this process and documentation in 2010. 
 
Agenda Item 4 – 401(k) Employee Advisory Group 
Under the direction of the HRC, SPP established an employee group to provide advisory input to the 
401(k) plan.  This group is comprised of eight employee volunteers and the Director of Corporate 
Services.  In selecting the group, consideration was given to the departments that would be represented 
on the group, the demographics of the group, if the employee had previously served on special SPP 
groups and a variety of service time with SPP.  The initial group meeting was held in March 2010.  The 
group discussed the role of their group and the importance of staff education on the 401(k) plan.  The 
next group meeting will be held in June and will focus on 401(k) plan design and limitations. 
 
Agenda Item 5 – 2009 Performance Compensation Process Review 
SPP staff presented the process used by SPP management to allocate performance compensation funds 
to individual staff members.  Every manager meets with either Nick Brown or Carl Monroe and discusses 
each individual employee’s performance.  A defining principal addressed by the funding process is to 
ensure the high performers are rewarded at a very high level and the low performers are not rewarded.  
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The structure of the funding process allocation ensures the performance compensation allocation 
recognizes that SPP either fails or succeeds as a team. 
 
Agenda Item 6 – 2010 Compensation Survey Update 
SPP has engaged Towers Watson to perform a comprehensive compensation survey.  Towers Watson 
was selected after a competitive bid process and thorough evaluation of vendors.  The scope of work 
addressed in the survey includes:  

 A review of the current job descriptions and functions at SPP 

 A review of the current salary structure at SPP 

 A review of the current organizational structure at SPP 

 Market pricing for jobs and functions at SPP 

 A report reviewing current status of jobs relevant to market price at SPP.  

 In conducting this review and report, vendors are to take into consideration market pricing for 
utilities, ISO/RTOs, and the general regional market place. 

 Vendors are asked to provide pricing for SPP jobs taking the above factors into account, including 
cost of living in the Little Rock, Arkansas area. 

 A proposed salary structure for SPP   

 Review and report on the SPP retirement programs (401(k) and Defined Benefit Plan) to include 
an analysis of the prevalence and relevance of the plans as compared to other utilities, ISO/RTOs 
and the general marketplace. 

The final report is due to SPP on June 25th.  Results and recommendations will be reviewed and 
discussed at the July HRC planning meeting. 
 
Agenda Item 7 – HRC Scope Review 
The committee reviewed their current scope statement, which was last updated in July 2009.  The 
committee had no revisions to the current statement. 
 
Agenda Item 8 – SPP Benefits Program Review 
SPP currently offers group medical, dental, vision and life insurance.  In addition, SPP provides a 401(k) 
and defined benefit retirement plans to all full time employees.  As part of the compensation survey in 
2010, SPP has requested a review of the current benefit plan and recommendations and “best practices” 
in benefit plan design.   
 
The employee wellness program was eliminated from the 2010 budget in a corporate wide expense 
reduction.  SPP employees, led by Corporate Services Specialist Laura Haywood, have worked to 
provide wellness activities for staff at little to no cost to SPP.  These activities have included a 
cardiovascular risk assessment held at all three SPP locations, lunch programs addressing ergonomics 
and work-place exercise, and cholesterol education.  The employees have planned additional summer 
activities that include hosting a Habit for Humanity team.  The committee expressed its pleasure at the 
employee involvement in wellness and commended Laura Haywood for her work with this project. 
 
Agenda Item 9 – Staff Report  
The SPP Human Resources Department has outlined the following goals for 2010 and beyond: 

• Career Development Communication Plan 

• New Employee service anniversary award program Q1 2010 

• On-boarding Process 

o Develop and implement a process to optimize the new-hire experience, Q1 2010. 
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• Keirsey Temperament Sorter 

o Introduce this Myers-Briggs-based tool to all SPP Staff, Q2 2010. 

• Performance Review 

o Evaluate the current process and recommend improvements, Q3 2010. 

• Supervisory Training 

o Develop and deliver a training curriculum for managers and supervisors, Q3 2010 

• SPP Job Family Grid 

o Develop and validate this concept internally.  Also, publicize and educate all SPP staff on 
relevance, purpose, and intended application/outcome, Q3 2010. 

• Job Roles and Descriptions 

o Standardize job descriptions (nomenclature, format, information, etc.), Q2 2010. 

• 2010 Summer Intern Program Q2 – Q3 

o Seven interns hired for a 10 week program.  These are electrical engineering majors who 
have completed their junior year of college.  The interns are assigned to either planning 
or operations engineering and are assigned meaningful engineering projects.  The interns 
present their summer work results to SPP officers at an end of the summer program. 

Agenda Item 10 – Other Items 
None noted. 
 
Agenda Item 11 – Future Meetings 
The committee agreed to change the July meeting dates, as noted below.  Future meeting dates are: 
 
July 19 & 20, 2010 (Monday & Tuesday) (Note Change) 

HRC Planning Retreat  
Little Rock, Arkansas 
Strategic HR Planning Session 
• Follow up on SPP Benefit Plans 
• Follow up on Compensation Plans 
• Review results of 2010 Compensation Survey 
• Approve 2011 Meeting schedule and agendas 
• Investment Management Meeting 

 Review Investment Policy Statements 
 Review/evaluate investment manager performance 
 Approve 2010 funding levels for retirement plans 

 
October 25, 2010 (Monday) 
Kansas City, Missouri 
Agenda Items: 

• Review training and development programs 
• Review HR Committee effectiveness 

 
January 18, 2011 (Tuesday) Tentative 
Location: Dallas, TX – Love Field Conference Center 
Agenda Items: 

• Approve funding for 2010 Performance Compensation Plan 
• Review SPP President 2010 performance and propose 2011 compensation 
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April 25, 2011 (Monday) Tentative 
Tulsa, OK 
Agenda Items: 

• Review SPP Benefits Program  
• Review SPP Compensation Plans 
• Review 2010 Performance Compensation Process/payout 
• Review HRC Scope 

 
Agenda Item 12 - Adjourn 
Phyllis Bernard adjourned the meeting at 11:40 am. 
 
 
 
 
 
Respectfully Submitted, 
 
 
 
 
 
Thomas P. Dunn 
Secretary 



2010 Second Quarter U.S. Economic Overview
•Dodd-Frank bill does not address 
fundamental reform needs

•European austerity reforms presage 
possible changes ahead in US

•Stimulus III

•Possibility of double dip 
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2010 Second Quarter Stock Market Overview
•Flash Crash May 6, 2010 (-8.58% 
at low; finished -3.90%)

•Correction in strong bull market

•Blowout affects energy stocks

•Profit margins

•Dividend increases continue (S&P 
500 increased $7B in 2nd qtr), how 
will tax increase affect this trend?
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levels in bonds
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•Build America Bonds Increase 
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    July 12, 2010 

 
Quarterly Commentary 

2nd Quarter 2010 
 

You may have noticed that the government financing crisis in Greece, Portugal 
and Spain stirred up big consternation for U.S. equity portfolios during May and 
June, interrupting a rally of more than 70% from the March 2009 low.  Europe 
has sprung into action and appears to be embracing fiscal change.  With more 
fiscally conservative governments elected in England and Germany in the last 
year, the economic and political landscape appears to be changing across 
western and southern Europe.  While this movement is in its infancy, there is 
evidence of real progress toward addressing those countries’ budget imbalances. 
 

 
 

When Greece’s debt began to be 
viewed with increasing doubt by 
potential buyers of new bonds, it 
became clear that Germany would 
have to lead a bailout plan.  In 1992, 
Greece signed away its right to print 
and inflate its own money as a 
signatory to the Maastricht treaty, 
which paved the way for adoption of 
the Euro.  Under the rules of that

10 year Greece government bond yield

Source: Bloomberg 

monetary union, which are numerous and mostly well intentioned, countries are 
not supposed to be responsible for each other’s debt.  Well, that rule lasted only 
slightly longer than the rule that limited participant countries’ deficit spending 
to no more than 3% of GDP.  As the worrisome condition of Greece’s finances 
began to be fully revealed, a more intense light began to be illuminated on 
Spain and Portugal, among others.  After weeks of negotiations, these three 
countries have agreed to austerity measures mandated by the stronger members 
of the union, Germany and France.  Other countries in the union, including 
Germany and France, have actually adopted voluntary austerity measures 
targeting much improved total debt to GDP ratios by 2015.  Privatizations (read 
government asset sales) have begun in an attempt to reduce debt as well.  The 



assets being sold might take the form of infrastructure (e.g. highways to be 
converted to for-profit toll roads), real estate or mineral interests, for example. 
 
Compare that with what is going on 
in this country.  At the recent G-20 
summit meeting in Toronto, the U.S. 
stood alone in our desire to continue 
to spend our way out of our financial 
problems.  We believe that the other 
19 countries are getting this right, 
and the U.S. is only postponing the 
inevitable pain necessary to get our 
economic house in order.  As can be 
seen from the statistics beside, the 
main impact that a huge increase in 
U.S. government spending has had 
on the recession thus far is to increase the number of government jobs.  
Although there was much talk about “shovel ready” projects to be undertaken in 
the first Obama stimulus plan, the fact of the matter is that most of the money 
has targeted government employment. Much of the history of government
stimulus plans is stagnation and waste.  Major spending programs by our 
government throughout the 1930’s appear to have done little or nothing to 
resurrect the economy during the Great Depression.  Only the onset of WWII 
turned the economic tide.  More recently, the Japanese have tried a multitude o
government stimulus programs since their econ

Source: Securities Industry and Financial Markets Association 
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Tax Cuts and Growth: 1920 ‐ 2010

omy bega
990’s to no avail.   
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What does have a history of working to provide economic growth is cutting tax

e cuts in this count
and they came at 
twenty-year intervals
The first was under 
Kennedy in the early 
1960’s, followed by 
the Reagan rate cuts o
the early 1980’s and
Bush’s cuts which
were never made 
“permanent” and are 
scheduled to expire at

the end of this year.  In each instance, the economy rebounded and recorded a
long recovery.  In fact, government revenues, both federal and state, grew at 

Source: Federal Reserve Bank of St. Louis, National Bureau of Economic Research, 
Congressional Joint Committee on Taxation 

t sixty years, we have had

 2



much higher rates than projections as a result of the stimulation of the private 
sector.  For an excellent web-based review of the impact of rate cuts over the 
last 100 years, go to: http://www.heritage.org/Research/Reports/2003/08/The-
Historical-Lessons-of-Lower-Tax-Rates 

alia, 

in 

ask the real rate of interest, a direct attack on capital and capital formation. 

 

uch closer to being triggered than they 
ould have been a few months ago. 

his Is Financial Reform?

 
Fiscal policy is not the only area where much of the rest of the world is now 
going a different direction than the U.S.  There is evidence in Europe, Austr
New Zealand and Canada that monetary authorities are moving away from 
ultra-low, short-term interest rate policies.  As we have expressed before, the 
lowest interest rates in our lifetime have only served to penalize savers, reward 
borrowers and facilitate leveraged speculation.  Capital in this country is not 
abundant supply.  The Fed and the Treasury are using short-term policies to 
m
 
Although the recent upheaval in Europe has for now brought an end to the 
thirteen month stock rally, we continue to feel that our clients will be best 
served in the long-term through prudent ownership of good, well financed 
businesses with valuable assets, purchased at attractive prices.  Recently, we 
have added three new positions to your portfolio that we see as bargains.  In
working to find other attractive investments, we find that many of the new 
target prices we are establishing are m
w
 
T  

 

nt 

 

ility 
e 

 

  

e 

 
The central tenant of the 2,319 page Dodd-Frank financial regulatory reform
bill (passed by the House on the final day of the quarter) is that the lack of 
regulatory power in the hands of government authorities caused the financial 
crisis.  We don’t buy that.  We don’t believe increasing the bureaucracy will 
keep us from having another crisis.  This bill is more about creating governme
control in the private financial sector and less about addressing real problems 
that led to the crisis in the first place.  To wit: the law mandates the creation of
at least six large new bureaucracies.  They are: the Systemic Risk Regulatory 
Commission, the Consumer Financial Protection Bureau, the Financial Stab
Oversight Council, the Office of Financial Research, the Federal Insuranc
Office and the Office of Financial Literacy.  This while doing nothing to
address the hugely perverse incentives and moral hazard created by the 
mortgage behemoths Fannie Mae and Freddie Mac.  Who is kidding whom?
All of this does not even include broadly expanded powers at the SEC, the 
Federal Reserve, the Commodity Trading Futures Commission, Office of th
Comptroller of the Currency, the Office of Thrift Supervision, the Federal 
Deposit Insurance Corporation, the National Credit Union Administration and 
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the Federal Housing Finance Authority.  This is not the end of the growth o
bureaucracy contained in this bill, as there are many requirements for new 
positions, councils and committees within each of these agencies.  Ind

f the 

eed, there 
 much in the bill that has the general public completely in the dark. 

et the picture?   

lieve that financial 
ning the following would be a good start: 

inated by 

dation of Fannie Mae and Freddie 

ddie 
bligations would go to a un-subsidized, 

lation (the proposed legislation 

or encourage the making of  

e equity 
tment advisors 

• Restoration of the “uptick” rule on short sales 

he full Senate will take up this topic after it returns from the 4th of July recess. 

onversions to Roth IRAs

is
 
G
 
While we don’t profess to have all of the answers, we be
reform contai
  

• Total and complete repudiation of the “too big to fail” dogma 
• Understanding that greed, fraud and stupidity will not be elim

increasing the regulatory bureaucracy 
• Freezing and gradual, scheduled liqui

Mac and the freezing of Ginnie Mae 
• Announce the scheduled end of conservator status of Fannie and Fre

(and watch how fast their o
economic rate of interest) 

• Stricter capital requirements for banks and a risk-based capital formula 
that would discourage “in house” specu
actually attempts to address this issue) 

• Repeal of laws and regulations that force 
loans to those that cannot afford a home 

• Mandatory SEC regulation of marketed hedge funds and privat
funds at least on a level with that of other inves

 
T
 
C  

awal is 

ome 

 the rules…..anyone remember the surtax on “large” distributions 
om IRAs?).  

 
ere 

 
Beginning in 2010, tax filers with modified adjusted gross income over 
$100,000 are eligible to convert their traditional IRA account to a Roth IRA by 
paying the taxes now rather than postponing them until the time a withdr
made.  The holder of the Roth IRA and their spousal beneficiary are not 
required to take minimum distributions, so future withdrawals and the inc
that accrues post conversion will not be taxed (assuming the government 
doesn’t change
fr
 
All of the training we have received in finance and accounting says that you
postpone taxes as long as possible, so when we first looked at this we w
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ready to dismiss it.  After reviewing with some of our more tax savvy 
colleagues, we have to admit that there can be a case made for conversion to a 
Roth.  Upon further review (as they say after holding up the football game for 
five minutes), we would say that this should be seriously considered mainly i
the following situations, all of which serve to maximize the post conversi

n 
on 

eriod for tax free accumulation of income, dividends and capital gains: 

RA account to pay the tax and will 
leave the Roth IRA to their children 

r at least fifteen 
years and have the cash outside of the IRA to pay the tax 

le, especially those that have the cash outside of their IRA to 
pay the tax 

al 

 
w.  We 

ple 

ould tend to fall back on our training that says “pay no tax before its time.”                            

nd Quarter Investment Activity

p
 

• Individuals that do not expect to need the Roth IRA assets in retirement, 
have sufficient cash outside of their I

 
• Middle aged individuals that can postpone distributions fo

 
• Young peop

 
This “opportunity” presents many complexities and forces one to make sever
assumptions, not the least of which is that the government won’t change the 
rules in the middle of the game.  Because it is highly anticipated that income tax
rates will rise in 2011 (another assumption), you should consider this no
encourage you to consult with your tax professional about this matter.  
Generally, we remain skeptical that conversion is the way to go for most peo
due to the numerous assumptions that must be made.  The reality is that the 
correct answer cannot be known, because it lies in the future.  Given that, we 
w
 
2  

 your 
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During the second quarter, we 
were able to add Inmet Mining 
Corporation (TSE: IMN) to
equity portfolios.  IMN is a 
Canadian-based, global mining 
company that produces copper, 
zinc and gold.  In 2009, copp
accounted for 50 percent of 
Inmet’s revenue stream and is 
expected to account for an even greater percentage in the future based upon 
current development projects.  The company is focused on copper as supply
from existing production is shrinking, development of both brownfield and 
greenfield projects is slow, and the long-term demand outlook is favorable. 

Source: Yahoo! Finance 
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Inmet has operations and development projects in Turkey, Finland, Canada, 
Papua New Guinea, Spain and Panama.  It is in a strong competitive position 
with low cash operating cost (2009 copper cash operating cost, after byprodu
credits, of $.44/lb) and a high quality balance sheet with no net debt and no
pension plan.  We began purchasing IMN at 13.5 times the last five years 
average 

ct 
 

earnings and 1.5 times book value.  The shares carry a dividend yield of 
.36%. 

 
re 

global market with 38% share of the worl
nt 

 

s in 

e 

ive despite 
Wall Street’s contempt. 

s or 

ng 
rt 

asier for 

ts 

uild out of new, 
dvanced wireless networks, especially in emerging markets. 

0
 
In late May, we dusted off the research we conducted on Nokia Corporation 
(NYSE:NOK) in July of 2009.  Finland based, NOK is the world’s largest cell 
phone and mobile devices manufacturer (68% of 2009 Revenues).  NOK is also 
a joint owner of one of the world’s largest communications network equipment
manufacturers in Nokia Siemens Networks.  While NOK only has 7.8% sha
of the North American mobile devices market, the company dominates the 

d’s mobile phone unit sales in 2009.  
Investor concerns over Nokia’s rece
slip in smart phone market share to
iPhone, Blackberry, Palm Pre and 
Android, along with share losse
some emerging markets, have 
pressured the company’s stock pric
to a point that we view the stock’s 
return potential as attract

Source: Yahoo! Finance 

 
NOK is highly cost efficient in its manufacturing operations.  However, in 
recent years, the primary demand driver
(operating systems and application
“apps”), an area where NOK has 
struggled.  The company is addressing 
this weakness by teaming with Intel to 
develop a new user friendly operati
system called MeeGo for its sma
phones.  The MeeGo operating 
system should also make it e
software engineers to write 
compatible apps that will improve i
competitiveness.  NOK also owns 
NAVTEQ which will give customers 
access to numerous mapping and location based technology services.  At the 
same time, Nokia Siemens Networks should benefit from the b

 for mobile devices has been software 

a

 6



 
We were able to purchase shares for our clients below our $10.25 target price 
(see comparison of NOK fundamentals with Apple on previous page).  We feel 
that this low valuation along with NOK’s strong balance sheet ($1.

 7

61 per share 
ash) provided a margin of safety that warranted our purchase.  

    
SE: 

 

r $50/share 
te in 2005, we purchased the shares for approximately $6.25.   

rivacy Policy/Code of Ethics/Proxy Voting

in c

Precision Drilling Services (NY
PDS) is one of North America’s 
largest, land-based oil field service 
companies.  They offer 352 rigs for
hire, most of which are capable o
performing directional drilling.  
They also have a unit that const
high-tech rigs for sale to other 
drillers.  Equipment rental, field

camp support and catering are also services offered by the company.  PDS 
acquired Grey Wolf, Inc., another land-based driller, in 2008.  The company 
primarily operates in Canada, the United States and Mexico.  We purchased
shares at less than 70% of book value and less than three times the average 
earnings per share of the last five years.  Having hit a high of ove

f 

ructs 

 

 the 

Source: Yahoo! Finance 
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 operation of our business, and we would be happy to share them with you. 

 
arding how we have voted the proxies of the 

securities that you hold.     

 
Per Regulation S-P, promulgated under section 504 of the Gramm-Leach-Blile
Act, we are required to provide our clients with a notice of our privacy policy 
on an annual basis.  Please review the enclosed Privacy Policy of Foundation 
Resource Management, and contact us with any questions you may have.  
relationship with our clients is our most valuable asset, and we know that 
respect for your privacy is the very foundation of that relationship.  Also, please
contact us if you would like a copy of our Code of Ethics, Compliance Manual
or our Proxy Voting Policy.  We use these important documents as a guide in 
the
   
Our Proxy Voting Policy describes how we vote with regard to measures 
concerning stockholder/corporate democracy; routine matters such as the 
election of directors or the appointment of outside auditors; management 
compensation and “anti-takeover” provisions.  Please contact us with any
questions you may have reg
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Foundation Resource Management, Inc.
PORTFOLIO SUMMARY

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Pct. Cur. Est.Annual
Security Type Total Cost Market Value Assets Yield Income

Cash and Equiv.
CASH AND 
EQUIVALENTS

1,425,016.83 1,425,016.83 11.5 0.0 0.00

1,425,016.83 1,425,016.83 11.5 0.0 0.00

Taxable Bonds
TREASURY BILLS 999,342.78 999,960.00 8.0 0.0 0.00
GOVERNMENT 
BONDS

290,716.29 265,839.75 2.1 8.5 22,500.00

TAXABLE 
MUNICIPAL BONDS

367,558.75 383,418.85 3.1 4.6 17,725.00

CORPORATE BONDS 1,761,328.23 1,923,062.88 15.5 6.0 114,858.64
Accrued Interest 42,983.44 0.3

3,418,946.05 3,615,264.93 29.1 4.3 155,083.64

Equities
COMMON STOCK 7,077,143.52 7,384,438.90 59.4 2.2 161,979.11
RIGHTS 0.00 245.06 0.0 0.0 0.00

7,077,143.52 7,384,683.96 59.4 2.2 161,979.11

TOTAL PORTFOLIO 11,921,106.39 12,424,965.71 100.0 2.6 317,062.76
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

CASH AND EQUIVALENTS
FIRST AMER PRIME OBLIG 
FUND CL Y

1,425,016.83 1,425,016.83 11.5 0.0

1,425,016.83 1,425,016.83 11.5 0.0

TREASURY BILLS
1,000,000 U.S. TREASURY BILL 99.93 999,342.78 100.00 999,960.00 8.0 0.0

0.000% Due 07-15-10
999,342.78 999,960.00 8.0 0.0

GOVERNMENT BONDS
375,000 NEW ZEALAND 

GOVERNMENT 
BONDS

77.52 290,716.29 70.89 265,839.75 2.1 8.5

6.000% Due 11-15-11
Accrued Interest 2,873.64 0.0

290,716.29 268,713.39 2.2 8.5

TAXABLE MUNICIPAL BONDS
135,000 ARKANSAS STATE 

G.O. TAXABLE
99.72 134,616.60 104.12 140,568.75 1.1 4.8

5.000% Due 07-01-11
105,000 MAINE ST GO 

TAXABLE GEN 
PURPOSE

101.41 106,478.40 108.26 113,675.10 0.9 5.1

5.500% Due 06-01-12
125,000 MICHIGAN ST 

TAXABLE-ENVIRONMENTAL 
PROG-B GO

101.17 126,463.75 103.34 129,175.00 1.0 4.0

4.160% Due 05-01-13
Accrued Interest 4,722.92 0.0

367,558.75 388,141.77 3.1 4.6

CORPORATE BONDS

AGRICULTURE
100,000 CARGILL INC 97.13 97,135.00 107.69 107,692.00 0.9 4.8

5.200% Due 01-22-13
100,000 BUNGE FINANCE 83.05 83,050.00 106.71 106,710.00 0.9 5.5

5.900% Due 04-01-17
Accrued Interest 3,771.67 0.0

180,185.00 218,173.67 1.8 5.2

CHEMICALS
100,000 DOW CHEMICAL CO 91.25 91,250.00 109.92 109,917.00 0.9 6.2

6.850% Due 08-15-13
Accrued Interest 2,587.78 0.0

91,250.00 112,504.78 0.9 6.2
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

CHEMICALS-SPECIALTY
100,000 CHEVRON PHILLIPS 

CHEMICAL
99.16 99,165.00 114.80 114,797.00 0.9 6.1

7.000% Due 06-15-14
Accrued Interest 311.11 0.0

99,165.00 115,108.11 0.9 6.1

ELECTRONICS
150,000 PHILIPS 

ELECTRONICS
105.86 158,796.00 107.80 161,700.00 1.3 4.3

4.625% Due 03-11-13
Accrued Interest 2,119.79 0.0

158,796.00 163,819.79 1.3 4.3

FOOD AND BEVERAGE
125,000 WM WRIGLEY JR CO 85.95 107,438.37 101.50 126,875.00 1.0 4.6

4.650% Due 07-15-15
Accrued Interest 2,680.21 0.0

107,438.37 129,555.21 1.0 4.6

MINING-INDUSTRIAL METALS
125,000 FALCONBRIDGE 

NOTES (NOW 
XSTRATA CANADA 
CORP)

114.59 143,240.00 104.23 130,288.75 1.0 8.0

8.375% Due 02-15-11
100,000 ALCOA INC 87.27 87,271.00 105.32 105,318.00 0.8 5.7

6.000% Due 07-15-13
65,000 ARCELORMITTAL 

SENIOR NOTES
110.75 71,987.50 117.65 76,469.90 0.6 7.7

9.000% Due 02-15-15
Accrued Interest 8,931.53 0.1

302,498.50 321,008.18 2.6 7.2

OIL AND GAS-DOMESTIC
125,000 CHESAPEAKE 

ENERGY 
100.25 125,312.50 103.25 129,062.50 1.0 6.2

6.375% Due 06-15-15
Accrued Interest 354.17 0.0

125,312.50 129,416.67 1.0 6.2

OIL WELL EQUIP. & SVCS.
100,000 BJ SERVICES CO 93.23 93,230.00 111.55 111,548.00 0.9 5.4

6.000% Due 06-01-18
Accrued Interest 500.00 0.0

93,230.00 112,048.00 0.9 5.4

PETROLEUM-REFINING
85,000 MURPHY OIL CORP 94.85 80,624.20 106.23 90,295.50 0.7 6.0

6.375% Due 05-01-12
Accrued Interest 903.12 0.0

80,624.20 91,198.62 0.7 6.0
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

TELECOMMUNICATIONS
100,000 AT&T WIRELESS 103.40 103,403.00 111.90 111,899.00 0.9 7.3

8.125% Due 05-01-12
Accrued Interest 1,354.17 0.0

103,403.00 113,253.17 0.9 7.3

TRANSPORTATION-FREIGHT
100,000 BURLINGTON/SANTA 

FE
100.28 100,283.00 105.34 105,336.00 0.8 6.4

6.750% Due 07-15-11
100,000 CSX CORP 99.25 99,250.00 107.32 107,325.00 0.9 5.9

6.300% Due 03-15-12
125,561 FEDEX CORP 95.49 119,892.66 100.20 125,812.23 1.0 7.1

7.110% Due 01-02-14
Accrued Interest 9,406.40 0.1

319,425.66 347,879.63 2.8 6.5

UTILITIES
100,000 NATIONAL RURAL 

UTILITIES MED 
TERM NOTES

100.00 100,000.00 102.02 102,017.00 0.8 5.2

5.350% Due 01-15-11
Accrued Interest 2,466.94 0.0

100,000.00 104,483.94 0.8 5.2

CORPORATE BONDS Total 1,761,328.23 1,958,449.77 15.8 6.0

COMMON STOCK

AEROSPACE
2,400 RAYTHEON 37.76 90,624.00 48.39 116,136.00 0.9 3.1

90,624.00 116,136.00 0.9 3.1

AUTO-CARS AND TRUCKS
4,400 FORD MOTOR 13.13 57,772.00 10.08 44,352.00 0.4 0.0

57,772.00 44,352.00 0.4 0.0

AUTO-TIRE AND RUBBER
12,700 GOODYEAR TIRE & 

RUBBER
15.15 192,418.00 9.94 126,238.00 1.0 0.0

192,418.00 126,238.00 1.0 0.0

CHEMICALS
10,000 DOW CHEMICAL 20.74 207,421.90 23.72 237,200.00 1.9 2.5

7,700 DUPONT EI DE 
NEMOURS

20.86 160,592.60 34.59 266,343.00 2.1 4.7

368,014.50 503,543.00 4.1 3.7
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

DATA PROCESSING-EQUIPMENT
22,200 SEAGATE 

TECHNOLOGY
7.78 172,653.38 13.04 289,488.00 2.3 0.0

172,653.38 289,488.00 2.3 0.0

ELECTRONICS
6,900 PHILIPS 

ELECTRONICS
17.73 122,317.23 29.84 205,896.00 1.7 2.7

122,317.23 205,896.00 1.7 2.7

ELECTRICAL SEMICONDUCTORS
4,250 MEMC ELECTRONIC 

MATERIALS
12.78 54,317.35 9.88 41,990.00 0.3 0.0

54,317.35 41,990.00 0.3 0.0

FINANCE-CONSUMER
12,300 LEUCADIA 

NATIONAL
24.84 305,593.11 19.51 239,973.00 1.9 0.0

305,593.11 239,973.00 1.9 0.0

HEALTH-DRUGS AND RESEARCH
7,500 ELI LILLY 37.93 284,475.15 33.50 251,250.00 2.0 5.9
9,450 MERCK AND CO. INC. 30.94 292,335.81 34.97 330,466.50 2.7 4.3

28,800 PFIZER 21.14 608,706.22 14.26 410,688.00 3.3 5.0
6,100 SANOFI-AVENTIS 26.29 160,347.12 30.06 183,366.00 1.5 3.7

1,345,864.30 1,175,770.50 9.5 4.8

INSURANCE-PROP & CASUALTY
4,000 BERKSHIRE 

HATHAWAY CL B
72.07 288,278.80 79.69 318,760.00 2.6 0.0

1,880 FAIRFAX FINL HLD 
SUB

138.89 261,116.21 370.71 696,934.80 5.6 2.7

549,395.01 1,015,694.80 8.2 1.9

MANUFACTURING
9,801 TECUMSEH PRODS 

CL A
18.88 185,053.89 11.12 108,987.12 0.9 0.0

185,053.89 108,987.12 0.9 0.0

GOLD MINING
10,275 NEWMONT MINING 43.70 449,065.30 61.74 634,378.50 5.1 0.6

449,065.30 634,378.50 5.1 0.6

MINING-INDUSTRIAL METALS
9,300 ALCOA 18.69 173,774.98 10.06 93,558.00 0.8 1.2
2,500 INMET MINING CORP 

COM NPV
54.88 137,211.87 39.60 99,000.00 0.8 0.2

16,000 TECK RESOURCES 
LIMITED

25.94 414,987.39 29.58 473,280.00 3.8 1.4

725,974.24 665,838.00 5.4 1.2
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

OFFICE EQUIPMENT
11,050 STEELCASE 13.06 144,272.70 7.75 85,637.50 0.7 2.1

144,272.70 85,637.50 0.7 2.1

OIL AND GAS-DOMESTIC
6,450 CENOVUS ENERGY, 

INC.
24.26 156,509.25 25.79 166,345.50 1.3 0.0

6,450 ENCANA 25.77 166,190.25 30.34 195,693.00 1.6 2.6
322,699.50 362,038.50 2.9 1.4

OIL AND GAS-INTERNATIONAL
2,100 CHEVRON 70.81 148,710.24 67.86 142,506.00 1.1 4.2

10,008 CONOCOPHILLIPS 51.16 512,040.70 49.09 491,292.72 4.0 4.5
660,750.94 633,798.72 5.1 4.4

OIL AND GAS-RELATED SERVICES
28,900 PRECISION DRILLING 

CORP
6.26 181,047.95 6.64 191,896.00 1.5 0.0

181,047.95 191,896.00 1.5 0.0

OIL EXPLORATION & PROD.
2,200 DEVON ENERGY 80.92 178,016.00 60.92 134,024.00 1.1 1.1

178,016.00 134,024.00 1.1 1.1

PAPER AND FOREST PRODUCTS
17,380 FIBREK INC 3.79 65,807.21 0.98 16,980.26 0.1 0.0
13,800 TIMBERWEST 

FOREST CP
12.32 170,013.24 3.73 51,474.00 0.4 0.0

235,820.45 68,454.26 0.6 0.0

PETROLEUM-REFINING
13,600 VALERO ENERGY 

CORP NEW
19.05 259,122.72 17.98 244,528.00 2.0 1.1

259,122.72 244,528.00 2.0 1.1

REAL ESTATE
14,700 FORESTAR REAL 

ESTATE GROUP INC
20.14 296,106.16 17.96 264,012.00 2.1 0.0

296,106.16 264,012.00 2.1 0.0

TELECOMMUNICATIONS
8,700 NOKIA 9.86 85,777.79 8.15 70,905.00 0.6 7.0

85,777.79 70,905.00 0.6 7.0

TRANSPORTATION-FREIGHT
3,000 CANADIAN PACIFIC 

RAILWAY
31.49 94,467.00 53.62 160,860.00 1.3 1.9

94,467.00 160,860.00 1.3 1.9

 Total 7,077,143.52 7,384,438.90 59.4 2.2
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Foundation Resource Management, Inc.
PORTFOLIO APPRAISAL

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
June 30, 2010

Unit Total Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

COMMON STOCK Total 7,077,143.52 7,384,438.90 59.4 2.2

RIGHTS
17,380 FIBREK RIGHTS EXP 

07/15/10
0.00 0.00 0.01 245.06 0.0 0.0

0.00 245.06 0.0 0.0

TOTAL PORTFOLIO 11,921,106.39 12,424,965.71 100.0 2.6

8



Foundation Resource Management, Inc.
CASH LEDGER

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
From 04-01-10 To 06-30-10

Trade Settle Tran
Date Date Code Activity Security Amount

FIRST AMER PRIME OBLIG FUND CL Y
04-01-10 Beginning Balance 1,022,091.15
04-01-10 04-01-10 dp Interest BUNGE FINANCE 2,950.00

5.900% Due 04-01-17
04-01-10 04-29-10 dp Dividend RAYTHEON 900.00
04-06-10 04-06-10 li Addition to Portfolio 169,299.46
04-07-10 04-07-10 dp Dividend MERCK AND CO. INC. 3,591.00
04-15-10 04-15-10 dp Sale TSY INFL IX 285,982.50

0.875% Due 04-15-10
04-15-10 04-15-10 dp Interest TSY INFL IX 1,251.17

0.875% Due 04-15-10
04-15-10 04-20-10 wd Purchase VALERO ENERGY CORP NEW -65,605.32
04-21-10 04-26-10 wd Purchase ELI LILLY -14,547.64
04-26-10 04-26-10 dp Dividend STEELCASE 442.00
04-26-10 04-26-10 dp Dividend CANADIAN PACIFIC RAILWAY 741.16
04-27-10 04-27-10 wd Expense Management Fee -22,652.96
04-28-10 04-28-10 wd Expense FOREIGN TAX WITHHOLDING -965.11
04-28-10 04-28-10 dp Dividend PHILIPS ELECTRONICS 6,434.04
04-28-10 05-03-10 wd Purchase INMET MINING CORP COM NPV -137,211.87
04-29-10 04-29-10 li Addition to Portfolio 15.62
04-30-10 04-30-10 dp Dividend DOW CHEMICAL 1,500.00
05-01-10 05-01-10 dp Interest AT&T WIRELESS 4,062.50

8.125% Due 05-01-12
05-01-10 05-01-10 dp Interest MICHIGAN ST 

TAXABLE-ENVIRONMENTAL 
PROG-B GO

2,600.00

4.160% Due 05-01-13
05-01-10 05-01-10 dp Interest MURPHY OIL CORP 2,709.38

6.375% Due 05-01-12
05-01-10 05-01-10 dp Interest PREMCOR REFINING (NOW 

VALERO)
3,375.00

6.750% Due 05-01-14
05-03-10 05-03-10 dp Sale PREMCOR REFINING (NOW 

VALERO)
102,250.00

6.750% Due 05-01-14
05-04-10 05-04-10 li Addition to Portfolio 159,062.61
05-17-10 05-17-10 dp Interest NEW ZEALAND GOVERNMENT 

BONDS
7,998.75

6.000% Due 11-15-11
05-18-10 05-21-10 wd Purchase PRECISION DRILLING TRUST -181,047.95
05-20-10 05-25-10 wd Purchase NOKIA -85,777.79
05-20-10 05-25-10 wd Purchase SANOFI-AVENTIS -46,653.92
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Foundation Resource Management, Inc.
CASH LEDGER

Southwest Power Pool Retirement Plan
Attn:  Tom Dunn

US Bank 060007834902; southwpp
From 04-01-10 To 06-30-10

Trade Settle Tran
Date Date Code Activity Security Amount

05-25-10 05-25-10 dp Dividend ALCOA 279.00
06-01-10 06-01-10 dp Dividend CONOCOPHILLIPS 5,504.40
06-01-10 06-01-10 dp Dividend PFIZER 5,184.00
06-01-10 06-01-10 dp Interest BJ SERVICES CO 3,000.00

6.000% Due 06-01-18
06-01-10 06-01-10 dp Interest MAINE ST GO TAXABLE GEN 

PURPOSE
2,887.50

5.500% Due 06-01-12
06-02-10 06-02-10 li Addition to Portfolio 159,062.61
06-10-10 06-10-10 dp Dividend CHEVRON 1,512.00
06-10-10 06-10-10 dp Dividend ELI LILLY 3,675.00
06-11-10 06-11-10 dp Dividend DUPONT EI DE NEMOURS 3,157.00
06-14-10 06-14-10 dp Dividend SANOFI-AVENTIS 6,592.66
06-15-10 06-15-10 dp Interest CHESAPEAKE ENERGY 3,984.38

6.375% Due 06-15-15
06-15-10 06-15-10 dp Interest CHEVRON PHILLIPS CHEMICAL 3,500.00

7.000% Due 06-15-14
06-15-10 06-15-10 wd Expense FOREIGN TAX WITHHOLDING -970.90
06-15-10 06-15-10 wd Expense ADR FEE -22.50
06-15-10 06-15-10 dp Dividend INMET MINING CORP COM NPV 242.27
06-16-10 06-16-10 dp Dividend VALERO ENERGY CORP NEW 680.00
06-29-10 06-29-10 dp Dividend NEWMONT MINING 1,027.50
06-30-10 06-30-10 dp Dividend DEVON ENERGY 352.00
06-30-10 06-30-10 dp Dividend ENCANA 1,290.00
06-30-10 06-30-10 dp Dividend CENOVUS ENERGY, INC. 1,286.13
06-30-10 Ending Balance 1,425,016.83
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Foundation Resource Management, Inc.
PERFORMANCE REPORT

NET OF FEES
Southwest Power Pool Retirement Plan

Attn:  Tom Dunn
US Bank 060007834902; southwpp

From 03-31-10 to 06-30-10

Portfolio Value on 03-31-10 12,720,418.05
Accrued Interest 45,140.33

Contributions 487,440.30

Withdrawals -1,958.51

Realized Gains -41,189.49

Unrealized Gains -842,783.97

Interest 38,318.68

Dividends 44,390.16

Change in Accrued Interest -2,156.89

Management Fees -22,652.96

Portfolio Value on 06-30-10 12,381,982.27
Accrued Interest 42,983.44

Average Capital 13,076,783.92

Total Fees -22,652.96

Total Gain after Fees -826,074.47
IRR for 0.25 Years -6.32%
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Foundation Resource Management, Inc.
PERFORMANCE HISTORY

NET OF FEES
Southwest Power Pool Retirement Plan

Percent Return
Per Period

Time Period Total 
Account

Equities S&P500 
INDEX

Taxable 
Bonds

ML G/C 
Master 
INDEX

01-31-05 to 12-31-09 35.27 61.81 4.66 32.29 24.75

12-31-09 to 03-31-10 2.81 3.89 5.39 2.36 1.72
03-31-10 to 06-30-10 -6.27 -9.74 -11.43 -0.21 3.83

Date to Date
12-31-09 to 06-30-10 -3.64 -6.23 -6.65 2.15 5.61

Inception to Date
01-31-05 to 06-30-10 30.35 51.73 -2.30 35.14 31.75
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SOUTHWEST POWER POOL RETIREMENT PLAN 
 

INVESTMENT POLICY STATEMENT 
 

July 202, 20092010 
 
 
1.01 PURPOSE OF THIS STATEMENT 
 
The Human Resources Committee (“the Named Fiduciary”) of the Southwest Power 
Pool, Inc. Board of Directors, on behalf of Southwest Power Pool, Inc. (“the Plan 
Sponsor”), hereby establishes the following policy for administering the Southwest 
Power Pool Retirement Plan (“the Plan”) investment program. The Investment Policy 
Statement (“the Statement”) sets forth the investment objectives and guidelines that will 
be applied within the investment program to insure the assets of the Plan are managed 
in a manner consistent with the Plan document and applicable statutory requirements.  
In addition, the Statement is to provide a framework for management of the assets of 
the Plan within levels of risk acceptable to the Named Fiduciary and the Southwest 
Power Pool, Inc. Board of Directors.  The Statement provides the investment 
manager(s) with a written statement of specific quality, quantity and rate of return 
standards.  By establishing and communicating clear investment guidelines and 
objectives, the Plan Sponsor can enhance the effectiveness of the Plan’s investment 
program and thereby contribute to the overall goal of retaining and recruiting employees 
by delivering an attractive, low-cost retirement program. 
 
This Statement is based on the “prudent expert rule” to ensure all fiduciaries under the 
Plan act with skill, care, prudence, and diligence.  It is expected that decisions related to 
management of the Plan and its assets will follow a careful, skillful, prudent and diligent 
process. 
 
1.02 AMENDMENTS TO THE STATEMENT 
 
The Named Fiduciary reserves the right to amend this Statement at any time as 
deemed prudent or necessary.  Should any amendment to this Statement be required 
due to changes in the Plan document or a change in applicable law, the Named 
Fiduciary shall have due time to review such changes and prepare and implement an 
appropriate amendment.  Because of the dynamic nature of the economic environment, 
developments in financial theories, and advances in technology, this Statement will be 
examined by the Named Fiduciary from time to time on a formal or informal basis and 
may, as a result of such examination, be revised by the Named Fiduciary. 
 
1.03 BACKGROUND OF THE FUND  
 
The Plan was established by the Southwest Power Pool, Inc. Board of Directors 
effective January 1, 1996.  The purpose of the Plan is to provide annuity payments to 
qualified retirees of the Plan Sponsor.   
 
 
1.04 PLAN PROFILE  
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The Plan was established to receive assets from the Plan Sponsor.  Thereafter, assets 
in the Plan are used to provide annuity payments to retired employees of the Plan 
Sponsor meeting the qualification guidelines detailed in the Plan.  The Plan is regulated 
by the Employee Retirement Income Security Act (“ERISA”).  Earnings or losses of the 
Plan are not subject to taxation.  Distributions of benefits to retirees are taxable to the 
retiree/beneficiary. 
 
1.05 PLAN FUNDING  
 
The Named Fiduciary has established a minimum allowable funding level of the Plan 
equal to the Accumulated Benefit Obligation and a maximum funding level equal to the 
Projected Benefit Obligation.  The Plan Sponsor contributes periodic funds to the Plan 
based on guidance provided by the Plan’s actuary and decisions made by the Named 
Fiduciary and accepted by the Southwest Power Pool, Inc. Board of Directors.  It is 
expected that the Plan Sponsor will continue to make periodic contributions to the Plan 
into the foreseeable future.     
 
 
2.01 INVESTMENT OBJECTIVES 
 
The overall objective of this Statement is to provide guidance for the investment of 
contributions and other Plan assets and to help maintain adequate funding for Plan 
liabilities. It is crucial the investment philosophy follow the guidelines of ERISA, primarily 
that the funds are managed solely in the interest of plan participants.  The Named 
Fiduciary will utilize a portfolio approach when evaluating Plan return, risk, and cost. 
 
2.02 RETURN OBJECTIVES  
 
The primary goal is to obtain a return annualized over the preceding five calendar years 
equal to or exceeding the actuarially assumed rate of return (currently 7%).  Long-term 
returns above the actuarially assumed rate may serve to reduce the periodic funding 
required of the Plan Sponsor.   
 
2.03 RISK OBJECTIVES  
 
The Plan assets will be managed with an average to above average risk profile.  
Currently the pension liabilities are relatively long-term in nature with minimal near term 
liquidity requirements, allowing for volatility above what one would expect from a 
portfolio with shorter term investment horizon.   
 
Investments held by the Plan should at all times have readily available prices and 
sufficient trading volume so that investments can be bought and sold easily without 
significantly impacting the price of the investments. 
 
2.04 COST OBJECTIVES  
 
The Named Fiduciary will strive to maintain the costs of funding and administering the 
Plan at a reasonable level and consistent with market costs for engaging qualified 
professionals to provide asset management and administration services.  
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2.05 ASSET ALLOCATION  
 
The assets of the Plan will may be invested in the following asset classes: 
 
Cash:  Comprised of demand deposit accounts, savings accounts, money market 
accounts, debt instruments with maturities of 3 months or less 
 
Debt Securities:  U.S. Dollar denominated fixed income securities with maturities in 
excess of 3 months including, but not limited to, Government and Agency issues, 
mortgage and asset backed securities, and corporate issues, or investment in 
professionally managed funds investing in the previously mentioned types of securities. 
Although fixed income investments rated less than investment grade are permitted, the 
average credit quality of the aggregate fixed income allocation should be investment 
grade. 
 
U.S. Equities:  Common and preferred equity securities of companies domiciled in the 
United States or in professionally managed funds investing primarily in the previously 
mentioned securities 
 
International Securities: Direct investment or investment in professionally managed 
funds investing in common and preferred equity securities and debt securities of 
companies domiciled outside of the United States.  Security issues of non U.S. 
domiciled entities may be acquired either through U.S. exchange traded American 
Depository Receipts or directly through non U.S. based exchanges. In no event will the 
market value of International Securities holdings exceed 20% of the market value of the 
Plan Assets.   The Named Fiduciary will review the total international security holdings 
of the plan annually and determine if the level of holdings is appropriate.  The Named 
Fiduciary may direct the investment managers to increase or reduce international 
security holdings at any time. 
 
Derivative Instruments: No direct investment in derivative instruments is permitted, 
although investment is permitted in professionally managed funds that do use 
derivatives. Funds making use of derivatives must specifically prohibit the use of 
derivatives to achieve leverage.  
 
In aggregate, the assets of the Plan shall target the asset allocation ranges listed below: 
 
 
Security Description Lower Limit Target Upper Limit 
Cash 0% 5%  15% 
Debt Securities 2515% 25%  35% 
Equity Securities (growth) 30% 35%  40% 
Equity Securities (value) 30% 35%  40% 
 
 
The Named Fiduciary will take appropriate action should the invested assets of the Plan 
stray more than 10% outside of the established allocation range. 
 
2.06 PROHIBITED INVESTMENTS 



July 202, 20092010 - 4 - 

 
The assets of the Plan shall not be used to invest in any investment not specifically 
permitted by this Statement. The Named Fiduciary does not limit investments in specific 
entities except as noted above. Investment managers are allowed to invest in electric 
utilities, including members of the Named Fiduciary, should they wish without 
restrictions. The Named Fiduciary shall not be permitted to direct any investment 
manager to invest in any particular individual security nor require the investment 
manager to provide notice to the Named Fiduciary prior to making investments 
permitted by this Statement. 
 
3.01 SELECTION OF MONEY MANAGER(S) 

 
The Named Fiduciary shall select investment managers and, where appropriate, 
investment options based on the evaluation of qualitative and quantitative factors. The 
manager selection process will focus on the following five key aspects of an investment 
management firm and investment option:  

 
1. Organization – evaluate the key elements of an efficient and successful 

investment management organization such as stable firm ownership, 
clear business objectives, industry reputation, and experienced and 
talented investment staff. 

 
2. Investment Philosophy and Process – evaluate the key elements of a 

valid and well-defined investment approach such as unique sources of 
information, disciplined buy/sell decisions, systematic portfolio 
construction, and adequate risk controls. 

 
3. Resources – evaluate the state of current and proposed resources 

supporting the investment process including the quality and depth of 
research and the adequacy of information management, compliance and 
trading systems. 

 
4. Performance – evaluate historical returns and risks relative to passive 

indexes, peer groups, and other competing firms.  
 

5. Management Fees – evaluate the proposed fee structure relative to the 
industry and other competing candidates. 

 
These factors are chosen to insure manager/option selections are made with a prudent 
degree of care, and excessive risk is avoided. Notwithstanding the above, the Named 
Fiduciary may also include other factors that may be appropriate to a specific 
manager/option selection exercise.  
 
3.02 ACKNOWLEDGEMENT OF FIDUCIARY RESPONSIBILITY  
 
Any and all investment managers selected to invest the assets of the Plan will be 
required, as a condition of their selection, to acknowledge their fiduciary status and 
responsibility to the Plan, in writing. This requirement shall not require the investment 
manager of a mutual fund in which the Plan invests to acknowledge fiduciary status. 
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3.03 MONITORING THE INVESTMENT MANAGER  
 

The objective of the investment manager monitoring process is to identify on a timely 
basis any adverse changes to the investment manager’s organization or investment 
process by periodically evaluating a number of qualitative and quantitative factors. In 
addition, once adverse changes are identified, the monitoring process shall also dictate 
the timing and manner of response. 

 
The Named Fiduciary shall evaluate the investment managers/options at least annually 
using the framework in 3.01 above, in addition to using any other factors the Named 
Fiduciary believes are appropriate to the inquiry. These factors are intended to insure 
that decisions to retain investment managers/options are made with a prudent degree of 
care and excessive risk is avoided.  

 
If results from the monitoring process indicate substandard investment performance or a 
potentially adverse change in the investment manager’s organization or investment 
process, the Named Fiduciary may choose one of several courses of action including 
assigning the investment manager/option a temporary probationary status known as the 
Watch List, undertaking an in-depth review, or terminating the investment 
manager/option.   

 
Being placed on the Watch List is meant to convey the Named Fiduciary’s increased 
level of concern about a particular issue or event, which if left unresolved, could 
endanger the future relationship. An in-depth review may be undertaken as a result of 
the manager/option failing to rectify the issues that led to their placement on the Watch 
List, or in response to a major adverse change in the investment manager’s 
organization or investment process to the extent the Named Fiduciary seriously 
questions the firm’s ability to manage the portfolio going forward. The purpose of the in-
depth review is to determine whether terminating the manager/option is an appropriate 
course of action. 
 
3.04 TERMINATION/REPLACEMENT OF INVESTMENT MANAGERS 

 
The Named Fiduciary may eliminate or replace the investment manager/option any time 
the Named Fiduciary deems it in the best interests of the Plan.  

 







































 

Southwest Power Pool, Inc. 
HUMAN RESOURCES COMMITTEE 

Recommendation to the SPP Finance Committee 
2011 Compensation Adjustment Pool 

July 21, 2010 

Organizational Roster 
The following members represent the Human Resources Committee: 

Phyllis Bernard, Chair 
Larry Altenbaumer 
Trudy Harper 
Darrell Dorsey 
Mike Palmer 
Noman Williams 

SPP Director 
SPP Director 
Tenaska 
Board of Public Utilities, Kansas City, KS 
Empire District Electric Company 
Sunflower 

 

Background 
 
Annually, SPP management requests funds in the following year budget to be used for salary increases 
(does not include promotions or structural adjustments) for the SPP staff.   
 

Analysis 
 
The U.S. Government Department of Labor (Bureau of Labor Statistics) recently released its May 2010 
Consumer’s Price Index for Urban Wage Earners and Clerical Workers (CPI-W).  The CPI-W is utilized by 
the Social Security Administration to establish social security and supplemental security benefit 
adjustments.  In SPP’s geographic footprint (defined as South) the CPI-W increased by 2.7% from May 
2009 to May 2010.  The CPI-W for urban areas with population between 50,000 and 1,500,000 in the 
South region, recorded a year over year increase of 2.9%.   
 
Based on its analysis of national and regional data, SPP management recommends a compensation 
adjustment pool of 2.9% of projected 2010 salaries paid be included in the 2011 SPP budget.  In 2010 the 
approved funding increase was 0% of salaries. 
 
SPP management is proposing establishment of a pool of money to fund non-standard compensation 
adjustments which may occur during 2011.  This pool will equal 0.75% of forecast year-end 2010 salaries 
paid (approximately $286,000).   
 
Recommendation 

The Human Resources Committee recommends the Southwest Power Pool Finance Committee include 
in the 2011 SPP budget compensation increases equal to 2.9% of projected 2010 salaries paid.  
Establish a promotion pool of funds equal to 0.750% of 2010 salaries paid.  

Approved: Human Resources Committee July 21, 2010 

 

Action Requested: Approve 
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SPP Human Resources

An Overview



SPP.org

Agenda

• Introduction – Malinda

• HR Mission – Brian

• Career Development Focus – Brian

• Career Development Deliverables – Russell

• Other HR Deliverables – Brian
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SPP Human Resources

Mission Statement
Our mission is to maintain a work 

environment that supports the SPP business 
model and culture by recruiting, retaining, 

and developing SPP’s most valuable 
asset…its employees.
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• SPP is responsible for creating an environment that 
supports the career development of its employees

Management buy-in

Must be part of SPP business culture

Infrastructure must be in place

Integrated with all key processes

• Employees own their careers 

• Career Development is a journey, not a destination

• Communication and training are essential
Management training

Employee training

Career Development Principles
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Career Development Strategies
 
     

Movement to a role 
which represents 
advancement within 
job family (job role 
level)  

Movement within job 
family which allows for:  
• utilization of existing 

skills in new capacity 
• expansion of scope and 

responsibility 
• acquisition of relevant 

new skills and 
competencies  

Movement to a related or 
similar job family which 
allows for: 
• utilization of existing 

skills 
• expansion of scope and 

responsibility 
• acquisition of new skills 

and competencies 

Movement to an unrelated 
job family which: 
• utilizes existing skills 
• allows for exposure to 

other areas of the 
business 

• represents a new 
career direction 

Movement which allows 
for a better “fit” of 
personal interests and/or 
improvement of work/life 
balance. This strategy 
does not result in vertical 
movement 

 
Examples: 

 
Engineer I promotes 
to Engineer II 
 
Senior Operator 
moves to Manager, 
Reliability 
Coordination 

 
Examples: 

 
Senior Engineer 
assigned to PRPC 
 
HR Generalist 
(Recruiting) learning and 
contributing in other 
functional areas of HR 
(Benefits) 

 
Examples: 

 
Engineer moves from 
Tariff Studies to Modeling 
 
IT Specialist moves to 
Security Analyst 

 
Examples: 

 
IT Specialist moves to 
HR Generalist 
 
Accounting Manager 
moves to Operational 
Manager 

 
Examples: 

 
Manager of Markets 
moves to Market Analyst 
 
Employee nearing 
retirement moves from 
Vice-President to 
Consultant 

VVeerrttiiccaall  EEnnrriicchhmmeenntt    RReeppoossiittiioonn BBaallaannccee 
 

LLaatteerraall  
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Career Development Resources
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DATA

IDEAS
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Based on ACT’s “World of Work” developed using  
U.S. Department of Labor job cluster information.

Regulatory

Engineering

Analytics

Legal

Human Resources

Accounting

Organizational 
Development

Risk Management

Market 
Development

IT Development

Operations

Auditing

Communications

Project 
Management

Training

Customer Service

Compliance

IT Support

Finance

Administrative Support
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Competency Model
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Other HR Focus Areas

Recruiting

Strengthening relationships with Universities

Forecasting needs and targeting recruiting efforts

Onsite career fair

Summer Internship program

9



SPP.org

On-boarding

10

• Experiential orientation

• Culture-driven

• Six-month track

• New Hire Checklist

• Mission: ImPossible

 
 

Employee Name:  Start Date:  
Job Title:  Supervisor:  
New Hire Session:  Buddy:      
 
Please note: The documents, resources and activities listed below are suggestions of what can 
be used and done. The onboarding plan should be customized to fit the position as the 
information needed will vary from one position to the next. 
 
Activity/Resource/Document Contact Target 

Date to 
Complete 

Date 
Completed

Signoff/
Comments 

To be completed one week  PRIOR to start date: 
Background Screen Human Resources    
Cube and office supplies provided Buddy    
Computer/Laptop in cube/office Office Support    
Telephone in cube/office Office Support    
Assign “buddy” for new employee Hiring Manager    
     
     
     

To be completed one week  AFTER Hire Date: 
Complete benefits enrollment on-line Human Resources    
Meet with Hiring Manager to discuss 
onboarding activities 

Hiring Manager    

Complete phone and voice mail setup  Network/Telecom 
Security 

   

Review job description (and those of 
direct reports, if applicable) 

Human Resources    

To be completed one week  AFTER New Hire Orientation (if different from Hire Date): 

Navigate SPP website with goal of 
becoming familiar with organization 

Communications    

Complete on-line review of Policies/ 
Procedures 

Human Resources    

Take the Keirsey Temperament Sorter 
(KTS-II) on-line 

Human Resources    

Review organizational processes and 
resources. This includes: 
• The Circuit 
• ABRA – requesting time off 
• Remedy – entering requests 
• Reimbursement – policy and Concur 

process 
• VPN for remote access (if 

applicable) 
• Instant Messenger 
• Share Point sites 

Buddy 
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Other HR Focus Areas
Process Improvements

Benefit enrollment

Hiring Process

Valuation of job roles

Review Process

Adopting  online tool

New formats: 

Peer

360

90-Day

11
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Annual Reviews
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Valuing Work
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Communication
Plan

Communicate CD concepts to 
employees, managers and supervisors Q4 2009

On-boarding 
Process

Develop and implement process to 
enhance new hires’ experience Q4 2009

Job Roles & 
Descriptions

Standardize job descriptions 
(nomenclature, format, information, etc.) Q1 2010

Keirsey Sorter Introduce to SPP Staff Q2 2010

Performance 
Reviews

Evaluate current process and 
recommend improvements Q2 2010

Training Develop training curriculum for 
managers/supervisors Q3 2010

SPP Job Family 
Grid

Develop and validate concept internally; 
Publicize and educate Q3 2010

Succession 
Planning

Rollout of enhanced process for candidate 
selection and development Q1 2011

Virtual Career 
Center Develop and roll out to organization Q3 2011
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Questions?
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Investment Review - 401(K) Savings Plan



SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Portfolio Review
Investment Review - Allocation 01/01/2009 through 12/31/2009

Investment
Advisor Investment Option

Beginning
Balance

Breakdown
%

Contributions/
Additions

Breakdown
%

Ending
Balance

Breakdown
%

Large U.S. Equity
Large Value

MFS Investment Management MFS Value A Fund $232,877 1.78% $78,885 1.57% $317,581 1.54%
Large Blend

Principal Global Investors LargeCap S&P 500 Index Separate Account-R6 A, 2, 11, 30 $971,535 7.41% $209,677 4.17% $1,265,996 6.15%
T.Rowe / Clearbridge Advisors LargeCap Blend II Separate Account-R6 A, 3, 31, 49, 52 $1,638,953 12.50% $1,017,137 20.21% $3,206,003 15.57%

Large Growth
Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 16 $567,202 4.32% $166,354 3.31% $924,096 4.49%

Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital Mgmt MidCap Value I Separate Account-R6 A, 1, 12, 22, 49 $885,912 6.75% $184,347 3.66% $1,296,570 6.29%
Mid Cap Blend

Principal Global Investors MidCap Blend Separate Account-R6 A, 1, 34 $988,120 7.53% $466,274 9.27% $1,773,702 8.61%
Mid Cap Growth

Turner/Mellon/Jacobs Levy MidCap Growth III Separate Account-R6 A, 1, 19, 36, 49 $352,528 2.69% $122,920 2.44% $718,196 3.49%
Small Value

DFA/Vaughan Nelson/LA Capital SmallCap Value II Separate Account-R6 A, 1, 22, 44, 47, 49 $538,662 4.11% $100,663 2.00% $746,883 3.63%
Small Blend

Principal Global Investors SmallCap Blend Separate Account-R6 A, 1, 39 $710,332 5.42% $329,895 6.56% $1,184,800 5.75%
Small Growth

Emerald / Essex SmallCap Growth II Separate Account-R6 A, 1, 3, 49, 50 $173,553 1.32% $58,687 1.17% $304,248 1.48%
International Equity
Foreign Large Blend

Principal Global Investors Diversified International Separate Account-R6 A, 4 $901,408 6.87% $335,200 6.66% $1,499,551 7.28%
Foreign Small/Mid Growth

Principal Global Investors/DFA International SmallCap Separate Account-R6 A, 1, 4, 24, 41 $628,197 4.79% $198,189 3.94% $1,047,951 5.09%
Short-Term Fixed Income
GIC
Guaranteed Interest Account 5 year $721,969 5.50% $147,452 2.93% $714,703 3.47%
Money Market

Principal Global Investors Money Market Separate Account-R6 A, 6, 43, 45 $1,628,888 12.42% $734,179 14.59% $2,094,024 10.17%
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Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond and Mortgage Separate Account-R6 A, 27, 28 $1,077,275 8.21% $439,291 8.73% $1,928,925 9.37%
Intermediate Government

Edge Asset Management, Inc.
Government & High Quality Bond Separate Account-R6 A, 27,

28, 46 $1,098,211 8.37% $443,090 8.81% $1,573,850 7.64%
TOTAL $13,115,622 100% $5,032,240 100% $20,597,079 100%

Contributions/Additions reflect contributions, negative contributions, loan payments, etc. Withdrawal/Deductions reflect distribution requests such as terminations, death, disability, and loans.
Participant and Employer level investment transfers are not included in these columns.

Please see important disclosures at the end of this presentation.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Portfolio Review
Investment Review - Allocation 01/01/2009 through 12/31/2009

Investment
Advisor Investment Option

Beginning
Balance

Breakdown
%

Contributions/
Additions

Breakdown
%

Ending
Balance

Breakdown
%
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Portfolio Review
Asset Class Breakdown
Beginning % As Of 01/01/2009 Contributions/Additions %

01/01/2009 - 12/31/2009
Ending % As Of 12/31/2009

Large U.S. Equity
Small/Mid U.S. Equity
International Equity
Short-Term Fixed Income
Fixed Income
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Investment results shown represent historical performance and do not guarantee future results. Investment returns and principal values fluctuate with changes in
interest rates and other market conditions so the value, when redeemed may be worth more or less than original costs. Current performance may be lower or
higher than the performance data shown.

The gross total investment expense figure does not reflect any waivers or caps on the mutual fund or underlying mutual fund in which a Separate Account
invests. Returns displayed are always based on net total investment expense.

For more performance information, including most recent month-end performance, visit the Principal Sponsor Service Center SM at www.principal.com, contact
your representative of the Principal Financial Group® (The Principal®), or call our Client Contact Center at 1-800-547-7754.

Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
Large U.S. Equity
Large Value

MFS Investment Management MFS Value A Fund 20.48 -4.51 2.22 5.13 9.32 01/02/1996 1.00

Russell 1000 Value Index 19.69 -8.96 -0.25 2.47 -

Morningstar Category Average - Large Value 24.13 -7.32 0.02 2.54 - - -
Large Blend

Principal Global Investors LargeCap S&P 500 Index Separate Account-R6 A, 2, 11, 30 26.09 -5.87 0.15 -1.28 7.84 01/01/1990 0.31

Standard & Poor's 500 Index 26.46 -5.63 0.42 -0.95 -

T.Rowe / Clearbridge Advisors LargeCap Blend II Separate Account-R6 A, 3, 31, 49, 52 29.38 -4.67 0.96 - 1.21 12/29/2000 0.93

Standard & Poor's 500 Index 26.46 -5.63 0.42 -0.95 -

Morningstar Category Average - Large Blend 28.17 -5.53 0.46 0.01 - - -
Large Growth

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 16 34.12 -3.40 2.57 2.03 4.51 05/21/2002 0.99

Russell 1000 Growth Index 37.21 -1.89 1.63 -3.99 -

Morningstar Category Average - Large Growth 35.68 -2.89 1.21 -2.11 - - -
Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital Mgmt MidCap Value I Separate Account-R6 A, 1, 12, 22, 49 33.62 -4.29 2.63 7.71 5.97 07/01/1999 1.20

Russell Midcap Value Index 34.21 -6.62 1.98 7.58 -

Morningstar Category Average - Mid Cap Value 35.41 -5.35 1.36 6.92 - - -
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Mid Cap Blend
Principal Global Investors MidCap Blend Separate Account-R6 A, 1, 34 32.95 -1.47 3.52 6.28 10.61 01/01/1991 0.81

Russell Midcap Index 40.48 -4.59 2.43 4.98 -

Morningstar Category Average - Mid Cap Blend 37.39 -4.62 1.43 4.24 - - -
Mid Cap Growth

Turner/Mellon/Jacobs Levy MidCap Growth III Separate Account-R6 A, 1, 19, 36, 49 44.81 -2.51 1.90 -1.57 1.68 10/28/1999 1.17

Russell Midcap Growth Index 46.29 -3.18 2.40 -0.52 -

Morningstar Category Average - Mid Cap Growth 39.11 -3.09 1.76 0.34 - - -
Small Value

DFA/Vaughan Nelson/LA Capital SmallCap Value II Separate Account-R6 A, 1, 22, 44, 47, 49 32.13 -8.95 -0.59 - 2.33 06/01/2004 1.25

Russell 2000 Value Index 20.58 -8.22 -0.01 8.27 -

Morningstar Category Average - Small Value 31.32 -6.13 0.67 8.63 - - -
Small Blend

Principal Global Investors SmallCap Blend Separate Account-R6 A, 1, 39 22.28 -7.68 -0.21 5.16 10.03 01/01/1991 0.91

Russell 2000 Index 27.17 -6.07 0.51 3.51 -

Morningstar Category Average - Small Blend 31.80 -6.11 0.47 5.85 - - -
Small Growth

Emerald / Essex SmallCap Growth II Separate Account-R6 A, 1, 3, 49, 50 31.14 -7.20 -1.46 - -1.19 12/29/2000 1.19

Russell 2000 Growth Index 34.47 -4.00 0.87 -1.37 -

Morningstar Category Average - Small Growth 35.46 -4.89 0.37 0.60 - - -
International Equity
Foreign Large Blend

Principal Global Investors Diversified International Separate Account-R6 A, 4 27.57 -6.99 5.03 1.97 7.50 05/20/1987 1.06

MSCI ACWI Ex US Index 41.45 -3.49 5.83 2.71 -

Morningstar Category Average - Foreign Large Blend 31.24 -6.15 3.58 0.62 - - -
Foreign Small/Mid Growth

Principal Global Investors/DFA International SmallCap Separate Account-R6 A, 1, 4, 24, 41 35.71 -8.53 5.13 4.13 11.83 01/01/1995 1.46

MSCI World Ex US Small Cap Index 50.82 -6.80 3.87 - -

Morningstar Category Average - Foreign Small/Mid Growth 49.24 -6.17 6.17 2.69 - - -

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Short-Term Fixed Income
GIC
Guaranteed Interest Account 5 year 1.71 3.25 3.50 3.76 - 06/15/1941
Money Market

Principal Global Investors Money Market Separate Account-R6 A, 6, 43, 45 0.19 2.47 2.93 2.78 5.76 12/10/1980 0.56

Barclays Capital Treasury Bellwethers 3 Month Index 0.23 2.51 3.09 3.02 -

Morningstar Category Average - Money Market 0.17 2.26 2.76 2.59 - - -
Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond and Mortgage Separate Account-R6 A, 27, 28 21.61 3.05 3.24 5.54 8.23 02/01/1983 0.71

Barclays Capital Aggregate Bond Index 5.93 6.04 4.97 6.33 -

Morningstar Category Average - Intermediate-Term Bond 13.97 4.45 3.84 5.53 - - -
Intermediate Government

Edge Asset Management, Inc. Government & High Quality Bond Separate Account-R6 A,

27, 28, 46

0.73 1.24 1.96 4.12 4.70 07/01/1993 0.56

Citigroup Mortgage Index 5.76 7.07 5.81 6.50 -

Morningstar Category Average - Intermediate Government 4.74 5.20 4.19 5.27 - - -

Please see important disclosures at the end of this presentation.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Smith Capital Management
Asset Allocation Models - Weighted Average Return (estimated) for 2009

Profile I - Smith Capital Management Conservative Strategy

Investment Investment Asset Rates of Return Weighted 
Advisor Option Allocation % 12 Mos. Ending 12/31/09 Average Return

T. Rowe / Clearbridge Advisors LargeCap Blend II 11% 29.38% 3.23%
Principal Global Investors MidCap Blend 4% 32.95% 1.32%
Principal Global Investors SmallCap Blend 3% 22.28% 0.67%
Principal Global Investors Diversified International 2% 27.57% 0.55%
Principal Global Investors Money Market 10% 0.19% 0.02%
Principal Global Investors Bond and Mortgage 35% 21.61% 7.56%
Edge Asset Management, Inc. Government & High Quality Bond 35% 0.73% 0.26%

13.61%

Profile II - Smith Capital Management Moderate Strategy

Investment Investment
Advisor Option

T. Rowe / Clearbridge Advisors LargeCap Blend II 22% 29.38% 6.46%
Principal Global Investors MidCap Blend 8% 32.95% 2.64%
Principal Global Investors SmallCap Blend 6% 22.28% 1.34%
Principal Global Investors Diversified International 4% 27.57% 1.10%
Principal Global Investors Money Market 6% 0.19% 0.01%
Principal Global Investors Bond and Mortgage 27% 21.61% 5.83%
Edge Asset Management, Inc. Government & High Quality Bond 27% 0.73% 0.20%

17.58%

Profile III - Smith Capital Management Balanced Strategy

Investment Investment
Advisor Option

T. Rowe / Clearbridge Advisors LargeCap Blend II 33% 29.38% 9.70%
Principal Global Investors MidCap Blend 12% 32.95% 3.95%
Principal Global Investors SmallCap Blend 9% 22.28% 2.01%
Principal Global Investors Diversified International 6% 27.57% 1.65%
Principal Global Investors Money Market 0% 0.19% 0.00%
Principal Global Investors Bond and Mortgage 20% 21.61% 4.32%
Edge Asset Management, Inc. Government & High Quality Bond 20% 0.73% 0.15%

21.78%

Profile IV - Smith Capital Management Growth Strategy

Investment Investment
Advisor Option

T. Rowe / Clearbridge Advisors LargeCap Blend II 44% 29.38% 12.93%
Principal Global Investors MidCap Blend 16% 32.95% 5.27%
Principal Global Investors SmallCap Blend 12% 22.28% 2.67%
Principal Global Investors Diversified International 8% 27.57% 2.21%
Principal Global Investors Money Market 0% 0.19% 0.00%
Principal Global Investors Bond and Mortgage 10% 21.61% 2.16%
Edge Asset Management, Inc. Government & High Quality Bond 10% 0.73% 0.07%

25.31%

Profile V - Smith Capital Management Agg. Growth Strategy

Investment Investment
Advisor Option

T. Rowe / Clearbridge Advisors LargeCap Blend II 55% 29.38% 16.16%
Principal Global Investors MidCap Blend 20% 32.95% 6.59%
Principal Global Investors SmallCap Blend 15% 22.28% 3.34%
Principal Global Investors Diversified International 10% 27.57% 2.76%
Principal Global Investors Money Market 0% 0.19% 0.00%
Principal Global Investors Bond and Mortgage 0% 21.61% 0.00%
Edge Asset Management, Inc. Government & High Quality Bond 0% 0.73% 0.00%

28.85%

*Investments shown represent historical performance and do not guarantee future results.

Weighted average (estimated) return for 2009 - Moderate Strategy

Weighted average (estimated) return for 2009 - Conservative Strategy

Weighted average (estimated) return for 2009 - Agg. Growth Strategy

Weighted average (estimated) return for 2009 - Growth Strategy

Weighted average (estimated) return for 2009 - Balanced Strategy
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Investment results shown represent historical performance and do not guarantee future results. Investment returns and principal values fluctuate with changes in
interest rates and other market conditions so the value, when redeemed may be worth more or less than original costs. Current performance may be lower or
higher than the performance data shown.

The gross total investment expense figure does not reflect any waivers or caps on the mutual fund or underlying mutual fund in which a Separate Account
invests. Returns displayed are always based on net total investment expense.

For more performance information, including most recent month-end performance, visit the Principal Sponsor Service Center SM at www.principal.com, contact
your representative of the Principal Financial Group® (The Principal®), or call our Client Contact Center at 1-800-547-7754.

Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
Large U.S. Equity
Large Value

MFS Investment Management MFS Value A Fund -7.24 9.53 -9.27 0.49 3.65 8.42 01/02/1996 1.03

Russell 1000 Value Index -5.12 16.92 -12.32 -1.64 2.38 -

Morningstar Category Average - Large Value -6.85 13.64 -11.56 -1.58 2.06 - - -
Large Blend

Principal Global Investors LargeCap S&P 500 Index Separate Account-R6 A, 2, 11, 28 -6.79 14.05 -10.04 -1.07 -1.91 7.28 01/01/1990 0.31

Standard & Poor's 500 Index -6.65 14.43 -9.81 -0.79 -1.59 -

T.Rowe / Clearbridge Advisors LargeCap Blend II Separate Account-R6 A, 3, 29, 47, 50 -7.71 12.56 -9.38 -0.55 - 0.30 12/29/2000 0.94

Standard & Poor's 500 Index -6.65 14.43 -9.81 -0.79 -1.59 -

Morningstar Category Average - Large Blend -7.07 13.43 -9.93 -0.85 -0.78 - - -
Large Growth

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 15 -8.13 10.08 -8.76 0.54 -0.31 3.14 05/21/2002 0.99

Russell 1000 Growth Index -7.65 13.62 -6.91 0.38 -5.14 -

Morningstar Category Average - Large Growth -8.24 12.41 -8.11 -0.18 -3.37 - - -
Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital Mgmt MidCap Value I Separate Account-R6 A, 1, 12, 20, 47 -2.71 25.40 -7.97 0.89 7.84 5.43 07/01/1999 1.18

Russell Midcap Value Index -0.88 28.91 -9.44 0.71 7.55 -

Morningstar Category Average - Mid Cap Value -2.67 23.76 -9.39 0.41 6.46 - - -
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Mid Cap Blend
Principal Global Investors MidCap Blend Separate Account-R6 A, 1, 32 1.75 24.73 -4.55 3.69 6.41 10.42 01/01/1991 0.81

Russell Midcap Index -2.06 25.13 -8.19 1.22 4.24 -

Morningstar Category Average - Mid Cap Blend -3.16 21.26 -8.86 0.33 3.00 - - -
Mid Cap Growth

Turner/Mellon/Jacobs Levy MidCap Growth III Separate Account-R6 A, 1, 17, 34, 47 -3.90 23.01 -7.91 0.96 -3.56 1.23 10/28/1999 1.15

Russell Midcap Growth Index -3.31 21.30 -7.53 1.37 -1.99 -

Morningstar Category Average - Mid Cap Growth -3.53 19.58 -7.94 1.13 -0.84 - - -
Small Value

DFA/Vaughan Nelson/LA Capital SmallCap Value II Separate Account-R6 A, 1, 20, 42, 45, 47 -1.65 26.11 -11.09 -0.75 - 1.86 06/01/2004 1.25

Russell 2000 Value Index -1.64 25.07 -9.85 -0.51 7.48 -

Morningstar Category Average - Small Value -0.70 25.88 -8.66 0.36 8.13 - - -
Small Blend

Principal Global Investors SmallCap Blend Separate Account-R6 A, 1, 37 -1.75 20.44 -10.92 -1.17 3.99 9.66 01/01/1991 0.91

Russell 2000 Index -1.95 21.48 -8.60 0.37 3.00 -

Morningstar Category Average - Small Blend -2.24 21.97 -9.04 0.16 5.08 - - -
Small Growth

Emerald / Essex SmallCap Growth II Separate Account-R6 A, 1, 3, 47, 48 -3.59 16.86 -11.37 -2.10 - -1.51 12/29/2000 1.18

Russell 2000 Growth Index -2.31 17.96 -7.54 1.14 -1.72 -

Morningstar Category Average - Small Growth -2.45 19.07 -8.73 0.33 -0.31 - - -
International Equity
Foreign Large Blend

Principal Global Investors Diversified International Separate Account-R6 A, 4 -11.44 8.37 -14.19 2.10 0.61 6.77 05/20/1987 1.06

MSCI ACWI Ex US Index -11.06 10.43 -10.70 3.38 1.86 -

Morningstar Category Average - Foreign Large Blend -12.23 7.05 -13.04 1.13 -0.39 - - -
Foreign Small/Mid Growth

Principal Global Investors/DFA International SmallCap Separate Account-R6 A, 1, 4, 22, 39 -6.05 13.89 -14.70 2.94 3.63 10.98 01/01/1995 1.46

MSCI World Ex US Small Cap Index -6.31 15.70 -12.39 1.70 5.56 -

Morningstar Category Average - Foreign Small/Mid Growth -6.76 16.12 -12.27 3.96 1.76 - - -

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Short-Term Fixed Income
GIC
Guaranteed Interest Account 5 year 1.78 1.67 2.85 3.34 3.51 - 06/15/1941
Money Market

Principal Global Investors Money Market Separate Account-R6 A, 6, 41, 43 0.00 0.01 1.66 2.71 2.49 5.66 12/10/1980 0.56

Barclays Capital Treasury Bellwethers 3 Month Index 0.06 0.17 1.67 2.84 2.73 -

Morningstar Category Average - Money Market 0.01 0.05 1.48 2.55 2.31 - - -
Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond and Mortgage Separate Account-R6 A, 25, 26 7.41 19.95 5.28 4.26 5.89 8.36 02/01/1983 0.71

Barclays Capital Aggregate Bond Index 5.33 9.50 7.55 5.54 6.47 -

Morningstar Category Average - Intermediate-Term Bond 5.21 13.11 6.03 4.51 5.75 - - -
Intermediate Government

Edge Asset Management, Inc. Government & High Quality Bond Separate Account-R6 A,

25, 26, 44

4.59 8.02 2.56 2.47 4.23 4.84 07/01/1993 0.56

Citigroup Mortgage Index 4.71 7.83 8.42 6.33 6.60 -

Morningstar Category Average - Intermediate Government 5.05 8.16 6.91 4.92 5.45 - - -

Please see important disclosures at the end of this presentation.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Investment Performance
Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Style Grid
Large U.S. Equity

Large Value Large Blend Large Growth

MFS Value A Fund LargeCap S&P 500 Index Separate Account-R6 2, 11, 30 ++

LargeCap Blend II Separate Account-R6 3, 31, 49, 52
American Funds Growth Fund of America R3 Fund 16

Small/Mid U.S. Equity
Mid Cap Value Mid Cap Blend Mid Cap Growth

MidCap Value I Separate Account-R6 1, 12, 22, 49 MidCap Blend Separate Account-R6 1, 34 MidCap Growth III Separate Account-R6 1, 19, 36, 49

Small Value Small Blend Small Growth

SmallCap Value II Separate Account-R6 1, 22, 44, 47, 49 SmallCap Blend Separate Account-R6 1, 39 SmallCap Growth II Separate Account-R6 1, 3, 49, 50
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Style Grid
International Equity Real Estate Balanced/Asset Allocation

Diversified International Separate Account-R6 4

International SmallCap Separate Account-R6 1, 4, 24, 41

Short-Term Fixed Income Fixed Income

Guaranteed Interest Account 5 year +

Money Market Separate Account-R6 6, 43, 45
Government & High Quality Bond Separate Account-R6 27, 28, 46

Bond and Mortgage Separate Account-R6 27, 28

You are responsible for the selection of specific investment options for your retirement plan. While the investment options above provide a starting
point for you to consider, we also offer additional investment options other than those illustrated above.

Please see important disclosures at the end of this presentation.
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SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Sub-Advised Investment Option Scores as of 12/31/2009
Qualitative Quantitative

Investment Advisor(s) Investment Option
Investment Advisor Investment Option Score Grade Status Score Grade Status Comments

Large U.S. Equity
Large Blend

Principal Global Investors LargeCap S&P 500 Index Separate Account-R6 A, 2, 11, 30 1.00 Favorable 2.00 Favorable

T.Rowe / Clearbridge
Advisors

LargeCap Blend II Separate Account-R6 A, 3, 31, 49, 52 1.65 Favorable 1.51 Favorable Clearbridge was added as a sub-advisor in October
2009.

Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital
Mgmt

MidCap Value I Separate Account-R6 A, 1, 12, 22, 49 1.80 Favorable 1.54 Favorable LA Capital was added as a sub-advisor in October
2005.

Mid Cap Blend
Principal Global Investors MidCap Blend Separate Account-R6 A, 1, 34 2.24 Favorable 1.37 Favorable

Mid Cap Growth
Turner/Mellon/Jacobs Levy MidCap Growth III Separate Account-R6 A, 1, 19, 36, 49 1.98 Favorable 2.16 Favorable Quantitative Grade changed to Favorable as three-

year percentile ranking improved. Mellon Capital
was added as a sub-advisor in November 2008.
Jacobs Levy was added as a sub-advisor in May
2009.

Small Value
DFA/Vaughan Nelson/LA
Capital

SmallCap Value II Separate Account-R6 A, 1, 22, 44, 47, 49 1.91 Favorable 2.72 Neutral Option removed from the Watch List as
performance has improved. Vaughan Nelson was
added as a sub-advisor in October 2005. LA Capital
was added as a sub-advisor in May 2009.

Small Blend
Principal Global Investors SmallCap Blend Separate Account-R6 A, 1, 39 1.82 Favorable 3.07 Less

Favorable
Small Growth

Emerald / Essex SmallCap Growth II Separate Account-R6 A, 1, 3, 49, 50 2.09 Favorable 3.33 Less
Favorable

UBS was removed as a sub-advisor in June 2009.
Essex was added as a sub-advisor in June 2006.

International Equity
Foreign Large Blend

Principal Global Investors Diversified International Separate Account-R6 A, 4 1.94 Favorable 2.96 Neutral
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Foreign Small/Mid Growth
Principal Global
Investors/DFA

International SmallCap Separate Account-R6 A, 1, 4, 24, 41 1.77 Favorable 3.17 Less
Favorable

Quantitative Grade changed to Less Favorable as
three-year information ratio and three-year
percentile ranking fell.

Short-Term Fixed Income
Money Market

Principal Global Investors Money Market Separate Account-R6 A, 6, 43, 45 2.00 Favorable 1.45 Favorable
Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond and Mortgage Separate Account-R6 A, 27, 28 2.21 Favorable 3.27 Less
Favorable

Intermediate Government
Edge Asset Management,
Inc.

Government & High Quality Bond Separate Account-R6 A,

27, 28, 46

2.50 Favorable 3.75 Less
Favorable

Please see important disclosures at the end of this presentation.

WL denotes applicable Watch List status.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Sub-Advised Investment Option Scores as of 12/31/2009
Qualitative Quantitative

Investment Advisor(s) Investment Option
Investment Advisor Investment Option Score Grade Status Score Grade Status Comments
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What Criteria Do We Consider When Scoring Investment Options?
We analyze investment options both qualitatively and quantitatively.
Qualitative Analysis Here is where we look at an investment manager’s investment
philosophy and process, and resources. This evaluation helps to ensure an investment
manager retains the same organizational and investment characteristics that were the
basis for our original selection decision. Analyzing qualitative factors is perhaps the most
critical aspect of the monitoring process because the factors we analyze can help
determine the investment manager’s ability to add value in the future.
Quantitative Analysis In contrast, our quantitative analysis focuses on the elements of
the investment option that can be measured objectively and compared to certain
benchmarks or peer groups, such as historical performance. Quantitative assessments
are necessary because they provide valuable insight into the level of historical
investment performance of the investment option. This assessment is also useful in
evaluating the overall success of the Principal Due Diligence Program over time.

How Are Investment Managers Scored?
Based on our qualitative analysis, we score each investment manager every quarter.
Likewise, we provide a quantitative score for each investment option on a quarterly
basis. Our methodology scores them independently on a scale of 1.0-4.0 (with 1.0 being
the best). The scores, grades, and explanations are as follows:

Scores Grades Explanation
1.00 - 2.50 Favorable Meeting or exceeding our expectations

2.51 – 3.00 Neutral Not exceeding expectations but still in good standing

3.01 – 4.00 Less Favorable Significantly below our expectations

Qualitative Score
Organization, Investment Philosophy and Process, and People This part of the
evaluation focuses on the investment manager's ability to add value in the future given
the state of their existing organization, the soundness of their investment philosophy and
process, and the depth and quality of their people. For multi-manager investment
options, the Qualitative Score is based on a weighted average of scores for all
managers. End of quarter market values are used to derive the appropriate advisor
weights.

Qualitative Score
30%

Organization
50%

Investment Philosophy and Process
20%

People

Quantitative Score
Performance# The purpose of analyzing historical performance is to determine whether
an investment option has delivered top-tier investment results and the manager(s) that
comprise the investment option have demonstrated skill. We score an investment
option’s gross performance based on their three- and five-year risk-adjusted excess
returns relative to a passive index (i.e. information ratio), three- and five-year
Morningstar percentile rankings within an appropriate peer group, and three-year
consistency of performance relative to a passive index***. For example, if ABC
Investment Option is a large growth investment option, we’ll typically compare it to the
Russell 1000 Growth Index for a passive index. We’ll then compare it to the Morningstar
Large Growth Category for a peer group comparison.
If the investment option’s performance tenure is less than three years, the actual
performance may be combined with the manager’s composite performance history in
order to be scored.

Quantitative Score
35% Risk-Adjusted Passive

Index Performance
50% Peer Performance 15% Consistency

50%
Three-year

Returns

50% Five-year
Returns

50%
Three-year

Returns

50% Five-year
Returns

100% Three-year Returns

Please see important information on the next page.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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The Watch List

Investment options may be placed on the Watch List for quantitative reasons (performance), qualitative reasons (firm or process) or both. Quantitative Watch List
Status will be triggered if long-term performance is significantly below our expectations. Performance results of the investment option are used to determine
Quantitative Watch List status. Qualitative Watch List status typically arises from a significant event that is a major change in the organization, the investment
process, or a compliance issue. Being placed on the Watch List does not necessarily mean that the option is no longer an appropriate investment option. Instead,
this status is meant to communicate our increased level of concern about a particular issue or event, which if left unresolved, could endanger the relationship. An
investment manager is placed on the Watch List for a length of time that normally will not exceed 12 months. If the matter is not resolved to our satisfaction in less
than twelve months, an In-Depth Review will be initiated.

The Watch List - What signs do we look for?
Qualitative Signals Quantitative Signals
There are a variety of organizational or investment process-related events that
may cause us to place an investment manager on our Watch List. The most
common issues and events are:

• A change in the investment manager's ownership structure

• A loss of key investment personnel

• A major shift in the investment manager's investment philosophy

• Significant changes in key aspects of the investment process (i.e., style drift,
risk controls)

• Client losses and/or declining assets under management

• Compliance and investment guideline violations

Over short time periods, an unskilled manager can outperform a skilled
manager simply due to luck. Over longer time periods, though, this short-term
randomness diminishes and a more accurate picture of an investment
manager's skill emerges. Accordingly, we use longer time periods - three and
five years - to evaluate investment performance. For active investment
strategies, an investment option is placed on the Watch List if the Investment
Option Grade is "Less Favorable" for three of four consecutive quarters.
Note: To make sure we provide an accurate picture of a "newly" hired
investment manager, they will be given an appropriate time frame
(approximately two to three years) before placing the investment option on the
Watch List for quantitative reasons. This will help to prevent unnecessary action
immediately after hiring a new investment manager, and allow for evaluation
over longer periods.

***If an investment option has at least a three-year performance record, but not a five-year performance record, we will weight 50% of the historical performance score based on three-year performance
and 50% based on inception-to-date performance. If an investment option does not have at least a three-year performance record, we will weight 100% of the historical performance score based on
inception-to-date performance. However, an investment option must at least have 12 months of performance to be scored.

#We generally score our Sub-advised Investment Options based on the Institutional class shares of the Principal Funds.

Gross returns are not indicative of the returns for any specific rate level or share class available to the public. Performance and expenses for other share classes or rate levels may differ.

Please see important disclosures at the end of this presentation.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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Mutual Fund Network Quantitative Scores as of 12/31/2009
Quantitative

Investment Advisor Investment Option Score Grade
Large U.S. Equity
Large Value

MFS Investment Management MFS Value A Fund 1.22 Favorable
Large Growth

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 16 2.28 Favorable

Please see important disclosures at the end of this presentation.

These materials are for limited use only: For Registered Representative information; for distribution to qualified plan sponsors with greater than 100 eligible plan participants; for
distribution to non-qualified plan sponsors with total assets of at least $50 million; for distribution to representatives or other agents acting solely on behalf of such plan sponsors. Do not
share with plan participants, sponsors of qualified plans with less than 100 eligible participants or sponsors of non-qualified plans with total assets of less than $50 million.
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Mutual Fund Performance Review
The Mutual Fund Performance Review is a proprietary process that provides a framework for identifying and monitoring Mutual Funds within each asset class and investment style. It
is just one of the ways The Principal® can help you monitor your investment platform.

The Mutual Fund Performance Review is a high-level analytical process to help plan sponsors manage fiduciary responsibilities. The review process is based on the quantitative
analysis derived from the Principal Due Diligence ProgramSM. It is not intended to be investment advice.

The Mutual Fund Performance Review is based on the elements of a fund that can be measured objectively and compared to certain benchmarks and peer groups, such as
historical performance. The purpose of analyzing historic performance is to measure whether the fund has delivered acceptable and consistent performance results over time. Keep
in mind that past performance is no guarantee of future results.

Actively managed Mutual Funds are compared against a universe of similar funds as defined by Morningstar. Performance is measured over longer time horizons to capture both up
and down market cycles and provide more accurate representations of fund manager skill. Risk-adjusted performance is also measured to gauge a fund’s risk-reward profile.

As a retirement plan sponsor, you have a lot to worry about – from increasing participation to tracking investment performance. At the Principal Financial Group® (The Principal®),
we can help ease some of your burden when you select investment options from our Mutual Fund network. While not as rigorous as the monitoring process of the Principal Due
Diligence Program for our Sub-advised Investment Options, the Mutual Fund Performance Review will help you to:

• Monitor Mutual Funds and identify any adverse changes in their performance results.
• Review the performance score of each investment option on a quarterly basis.

Mutual Fund Evaluation Criteria:
We offer Mutual Funds within various asset classes and investment styles. Our goal is to meet the following minimum criteria:

Evaluation Criteria

Based on our quantitative methodology, we score each Mutual Fund every quarter. Our methodology scores funds independently using a scale of 1.0-4.0 (with 1.0 being the best).
The scores and explanations are as follows:

Scores Grades Explanation
1.00 - 2.50 Favorable Mutual Fund performance is meeting or exceeding our expectations

2.51 – 3.00 Neutral Mutual Fund performance is not exceeding expectations but still in
good standing

3.01 – 4.00 Less Favorable Mutual Fund performance is significantly below our expectations

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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Methodology

The purpose of analyzing historical performance is to determine whether a fund has delivered acceptable investment results. We score a fund’s gross performance based on three-
and five-year risk-adjusted excess returns relative to a passive index (i.e. information ratio), three- and five-year Morningstar percentile rankings within an appropriate peer group,
and three-year consistency of performance relative to a passive index ***. For example, if ABC Investment Option is a large growth investment option, we’ll typically compare it to the
Russell 1000 Growth Index for a passive index. We’ll then compare it to the Morningstar Large Growth Category for a peer group comparison.

Quantitative Score

Quantitative Score
35% Risk-Adjusted Passive

Index Performance
50% Peer Performance 15% Consistency

50%
Three-year

Returns

50% Five-year
Returns

50%
Three-year

Returns

50% Five-year
Returns

100% Three-year Returns

Course of Action

Investment performance is by nature cyclical through time. As such, plan sponsors can use the Mutual Fund Performance Review to help them monitor the funds they offer and
make decisions accordingly. Additionally, the Principal Financial Group also reserves the right to make decisions in response to certain adverse events or certain criteria that it
believes will be in the best interest of its clients and participants.

Other Considerations

While the Mutual Fund Review is based on a quantitative process, the plan sponsor is welcome to conduct additional reviews and evaluations of the Mutual Funds as they see fit.

Together with the Principal Due Diligence Program designed for Sub-advised Investment Options, the Mutual Fund Review can help you stay on track and successfully manage your
retirement plan.
***If an investment manager has at least a three-year performance record, but not a five-year performance record, we will weight 100% of the historical performance score based on three-year
performance. An investment manager must at least have 3 years of performance to be scored.

Gross returns are not indicative of the returns for any specific rate level or share class available to the public. Performance and expenses for other share classes or rate levels may differ.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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Disclosures
A Sub-advised Investment Options include Separate Accounts available through a group annuity contract with the Principal Life Insurance Company. Insurance
products and plan administrative services are provided by Principal Life Insurance Company a member of the Principal Financial Group, Des Moines, IA
50392. See the group annuity contract for the full name of the Separate Account. Certain investment options may not be available in all states or U.S.
commonwealths.

+ This is not a sub-advised investment option. Guarantees are backed by all the assets in the Principal Life general account.

++ Investment options sub-advised by Principal Global Investors.

A mutual fund's share price and investment return will vary with market conditions, and the principal value of an investment when you sell your shares may be
more or less than the original cost.

Returns shown for periods of less than one year are not annualized. All returns displayed here are after Total Investment Expense of the investment option.

Insurance products and plan administrative services are provided by Principal Life Insurance Company. Securities are offered through Princor Financial
Services Corporation, 800-547-7754, member SIPC and/or independent broker/dealers. Securities sold by a Princor® Registered Representative are offered
through Princor. Princor and Principal Life are members of the Principal Financial Group®, Des Moines, IA 50392. Certain investment options may not be
available in all states or U.S. commonwealths.

Before investing in mutual funds, investors should carefully consider the investment objectives, risks, charges and expenses of the funds. This and other
information is contained in the free prospectus, which can be obtained from your local representative or by contacting us at 1-800-547-7754. Please read the
prospectus carefully before investing.

A surrender charge may apply to withdrawals or transfers from an unmatured guaranteed interest account. Results shown for guaranteed accounts are average
annual guaranteed interest rates.

Past performance is not a guarantee of future results.

This report includes investment options that contain information from a variety of sources. A primary source is Morningstar which provides holdings
information, operations data, and rankings or statistics proprietary to Morningstar. Morningstar is generally the source of information on mutual funds
unaffiliated with the Principal.

(C) 2010 Morningstar, Inc. All Rights Reserved. Part of the mutual fund data contained herein: (1) is proprietary to Morningstar and/or its content providers:
(2) may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible
for any damages or losses arising from any use of this information.

For a Mutual Fund investment option, Total Investment Expense gross equals the sum of (a) the total fund operating expenses plus (b) if the mutual fund invests
in other mutual funds, the weighted-average management fee of those other mutual funds, as listed in the most recent prospectus. The actual Total Investment
Expense may change if the mutual fund investment option's allocation of assets to other mutual funds changes.
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For a Separate Account investment option, Total Investment Expense gross equals the sum of these expenses: (a) the amount of money, expressed as a
percentage, deducted for the costs of managing a separate account and where applicable, fees for plan administrative services and agent compensation, plus (b)
if the separate account invests in an underlying mutual fund, the total fund operating expenses of the underlying mutual fund, plus (c) if an underlying mutual
fund invests in other mutual funds, the weighted-average management fee of those other mutual funds, as listed in the most recent prospectus. The actual Total
Investment Expense may change if an underlying mutual fund's allocation of assets to other mutual funds changes.

Any operating expenses of a mutual fund or underlying mutual fund that are part of net Total Investment Expense are obtained from the mutual fund's most
recent prospectus. The operating expenses shown as part of Total Investment Expense include voluntary expense limits and fee credit. These expense reductions
are not reflected in the fund's prospectus.

Stable Value funds are not available for Not For Profit clients.

1. Small-cap and mid-cap investment options are subject to more fluctuation in value and may have additional risks than other investment options with stocks
of larger, more stable companies.

2. Each index based investment option is invested in the stocks or bonds of the index it tracks. Performance of indexes reflects the unmanaged results for the
market segment the selected stocks or bonds represent. There is no assurance an index based investment option will match the performance of the index tracked.

3. This Separate Account invests solely in the Institutional class shares of the Principal Funds. All voting rights associated with ownership of shares in the
mutual fund are the rights of the Separate Account, not of contract holders investing in the Separate Account. For further information on the underlying mutual
fund, see the prospectus of the fund.

4. International and global investment options are subject to additional risk due to fluctuating exchange rates, foreign accounting and financial policies, and
other economic and political environments.

6. This investment option is not guaranteed by the Federal Deposit Insurance Corporation (FDIC), or any other government agency. Although this investment
option seeks to preserve the value of an investment, it is possible to lose money by investing in this portfolio.

11. S&P 500 is a trademark of The McGraw-Hill Companies, Inc., and has been licensed for use by Principal Life Insurance Company and Principal
Management Corporation. The product is not sponsored, endorsed, sold or promoted by Standard & Poor's and Standard & Poor's makes no representation
regarding the advisability of investing in the product.

12. Effective October 3, 2005, LA Capital was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing this
portfolio during the time periods displayed.

16. These calculated returns reflect the historical performance of the oldest share class of the fund, adjusted to reflect a portion of the fees and expenses of this
share class. Please see the fund's prospectus for more information on specific expenses, and the fund's most recent shareholder report for actual date of first
sale. Expenses are deducted from income earned by the fund. As a result, dividends and investment results will differ for each share class.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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19. This Separate Account invests solely in the Institutional class shares of the Principal Funds. All voting rights associated with ownership of shares in the
mutual fund are the rights of the Separate Account, not of contract holder investing in the Separate Account. For further information on the underlying mutual
fund see the prospectus of the fund.

22. This Separate Account invests solely in the Institutional class shares of the Principal Funds. All voting rights associated with ownership of shares in the
mutual fund are the rights of the Separate Account, not of contract holders investing in the Separate Account. For further information on the underlying mutual
fund, see the prospectus of the fund.

24. Effective November 13, 2006, Dimensional Fund Advisors (DFA) was added as an additional sub-advisor. Performance results displayed reflect all
sub-advisors managing this portfolio during the time periods displayed.

27. Fixed-income investment options are subject to interest rate risk, and their value will decline as interest rates rise. Neither the principal of bond investment
options nor their yields are guaranteed by the U.S. government.

28. Fixed-income and asset allocation investment options that invest in mortgage securities are subject to increased risk due to real estate exposure.

30. Formerly known as Large-Cap Stock Index Separate Account.

31. Formerly known as Large-Cap Blend Separate Account.

34. Formerly known as Medium Company Blend Separate Account.

36. Formerly known as Mid-Cap Growth Separate Account.

39. Formerly known as Small Company Blend Separate Account.

41. Formerly known as International Small Company Separate Account.

43. Principal Life Insurance Company may voluntarily waive a certain portion of its fees collected from the Money Market Separate Account on a temporary
basis. The Total Investment Expense - Net may be lower when fees are waived.

44. This investment option maintains a voluntary waiver which is reflected in the value displayed for Total Investment Expense - Net. This waiver may be
discontinued at any time.

45. The Money Market investment option is closed to new sales and existing clients not currently offering the option within their retirement plans, effective April
1, 2009. Existing clients already offerring the money market investment option within their plan can continue to have contributions directed to this investment
option at this time. As of July 1, 2009 the money market investment option will be closed for any client that does not have retirement funds in the investment on
that date.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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46. Effective April 9, 2009, this portfolio is sub-advised by Edge Asset Management. Prior to April 9, 2009, the portfolio was sub-advised by Principal Global
Investors.

47. Effective May 1, 2009, LA Capital was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing this portfolio
during the time periods displayed.

49. This Separate Account invests solely in the Institutional class share of a mutual fund (Fund) from Principal Funds, Inc. The manager of the Fund, Principal
Management Corporation, invests between 10% and 40% of the Fund's assets in common stocks in an attempt to match or exceed the performance of the Fund's
benchmark index for performance.

50. Effective June 26, 2009, this portfolio is sub-advised by Emerald Advisors and Essex. Prior to June 26, 2009, the portfolio was sub-advised by UBS Global
Asset Management, Emerald Advisors and Essex. The portfolio has had various sub-advisors since its inception. Performance results displayed reflect all
sub-advisors managing this portfolio during the time periods displayed.

52. Effective October 1, 2009, ClearBridge Advisors was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing
this portfolio during the time periods displayed.

Benchmark Descriptions

Barclays Capital Aggregate Bond Index represents securities that are domestic, taxable, and dollar denominated. The index covers the U. S. investment grade
fixed rate bond market, with index components for government and corporate securities, mortgage pass-through securities, and asset-backed securities. These
major sectors are subdivided into more specific indices that are calculated and reported on a regular basis.

Barclays Capital Treasury Bellwethers 3 Month Index is composed of public obligations of the U. S. Treasury with a maturity of three months.

Citigroup Mortgage Index reflects new issuance and principal paydowns of mortgage pools including GNMA, FHLMC and FHLMC pass-throughs and is
re-constituted each month.

MSCI ACWI Ex US Index is a free float-adjusted market capitalization index that is designed to measure the combined equity market performance of developed
and emerging market countries excluding the US.

MSCI World Ex US Small Cap Index is a free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of
developed markets. It offers an exhaustive representation of the Small Cap segment by targeting companies that are in the Investable Market Index but not in the
Standard Index in a particular market.

Russell 1000 Growth Index is a market-capitalization weighted index of those firms in the Russell 1000 with higher price-to-book ratios and higher forecasted
growth values.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698
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Russell 1000 Value Index is a market-capitalization weighted index of those firms in the Russell 1000 with lower price-to-book ratios and lower forecasted
growth values.

Russell 2000 Growth Index is a market-weighted total return index that measures the performance of companies within the Russell 2000 Index having higher
price-to-book ratio and higher forecasted growth values.

Russell 2000 Index consists of the smallest 2000 companies in the Russell 3000 Index, representing approximately 10% of the Russell 3000 total market
capitalization.

Russell 2000 Value Index is a market-weighted total return index that measures the performance of companies within the Russell 2000 Index having lower
price-to-book ratios and lower forecasted growth values.

Russell Midcap Growth Index is a market-weighted total return index that measures the performance of companies within the Russell Midcap Index having
higher price-to-book ratios and higher forecasted growth values.

Russell Midcap Index includes firms 201 through 1000, based on market capitalization, from the Russell 3000 Index.

Russell Midcap Value Index is a market-weighted total return index that measures the performance of companies within the Russell Midcap index having lower
price-to-book ratios and lower forecasted growth values.

Standard & Poor's 500 Index is a market capitalization-weighted index of 500 widely held stocks often used as a proxy for the stock market.

SOUTHWEST POWER POOL 401(K) SAVINGS PLAN Contract #4-21698

Disclosures

26



Investment Review – Nonqualified Savings Plan



Southwest Power Pool, Inc.

Portfolio Review - Assets
Investment Review - Allocation 01/01/2009 through 12/31/2009

Investment
Advisor Investment Option

Beginning
Balance

Breakdown
%

Contributions/
Additions

Breakdown
%

Ending
Balance

Breakdown
%

Large U.S. Equity
Davis Selected Advisers LP Davis New York Venture R Fund $45,732 25.75% $27,915 19.30% $95,190 23.77%
Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund $29,720 16.74% $23,964 16.56% $72,854 18.19%

Small/Mid U.S. Equity
DFA/Vaughan Nelson/LA Capital SmallCap Value II R3 Fund $3,927 2.21% $3,938 2.72% $11,398 2.85%
Goldman Sachs/LA Capital Mgmt MidCap Value I R3 Fund $3,626 2.04% $2,708 1.87% $8,418 2.10%

Large U.S. Equity
Principal Global Investors LargeCap S&P 500 Index R3 Fund $20,699 11.66% $9,655 6.67% $37,915 9.47%

Fixed Income
Principal Global Investors Bond & Mortgage Securities R3 Fund $986 0.56% $2,474 1.71% $3,737 0.93%

Short-Term Fixed Income
Principal Global Investors Money Market R3 Fund $468 0.26% $16,653 11.51% $11,433 2.85%

Small/Mid U.S. Equity
Principal Global Investors MidCap Blend R3 Fund $796 0.45% $12,129 8.38% $15,247 3.81%

International Equity
Principal Global Investors International Emerging Markets R3 Fund $44,203 24.89% $21,141 14.61% $102,020 25.47%

Fixed Income
Principal Global Investors Government & High Quality Bond R3 Fund $38 0.02% $0 0.00% $0 0.00%

International Equity
Principal Global Investors Diversified International R3 Fund $6,581 3.71% $8,046 5.56% $17,171 4.29%

Small/Mid U.S. Equity
Emerald / Essex SmallCap Growth II R3 Fund $17,294 9.74% $1,462 1.01% $4,764 1.19%
Turner/Mellon/Jacobs Levy MidCap Growth III R3 Fund $3,506 1.97% $5,932 4.10% $10,730 2.68%

Large U.S. Equity
T.Rowe / Clearbridge Advisors LargeCap Blend II R3 Fund $0 0.00% $8,652 5.98% $9,610 2.40%
TOTAL $177,576 100% $144,669 100% $400,487 100%

Contributions/Additions reflect contributions, negative contributions, loan payments, etc. Withdrawal/Deductions reflect distribution requests such as terminations, death, disability, and loans.
Participant and Employer level investment transfers are not included in these columns.

Please see important disclosures at the end of this presentation.
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Southwest Power Pool, Inc.

Portfolio Review - Assets
Asset Class Breakdown
Beginning % As Of 01/01/2009 Contributions/Additions %

01/01/2009 - 12/31/2009
Ending % As Of 12/31/2009

Large U.S. Equity
International Equity
Small/Mid U.S. Equity
Short-Term Fixed Income
Fixed Income
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Southwest Power Pool, Inc.

Portfolio Review - Liabilities
Investment Review - Allocation 01/01/2009 through 12/31/2009

Investment
Advisor Investment Option

Beginning
Balance

Breakdown
%

Contributions/
Additions

Breakdown
%

Ending
Balance

Breakdown
%

Large U.S. Equity
Davis Selected Advisers LP Davis New York Venture R Fund $51,307 25.02% $26,221 20.52% $99,002 22.85%

Small/Mid U.S. Equity
DFA/Vaughan Nelson/LA Capital SmallCap Value II R3 Fund $5,268 2.57% $5,135 4.02% $13,396 3.09%
Goldman Sachs/LA Capital Mgmt MidCap Value I R3 Fund $4,509 2.20% $2,685 2.10% $9,374 2.16%

Fixed Income
Principal Global Investors Bond & Mortgage Securities R3 Fund $1,808 0.88% $2,450 1.92% $4,768 1.10%

Large U.S. Equity
Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund $35,173 17.15% $25,954 20.31% $77,586 17.91%

Short-Term Fixed Income
Principal Global Investors Money Market R3 Fund $27,740 13.53% $17,300 13.54% $15,004 3.46%

Small/Mid U.S. Equity
Principal Global Investors MidCap Blend R3 Fund $1,602 0.78% $1,650 1.29% $16,121 3.72%

International Equity
Principal Global Investors International Emerging Markets R3 Fund $41,493 20.23% $32,050 25.08% $113,418 26.17%

International Equity
Principal Global Investors Diversified International R3 Fund $7,618 3.71% $1,650 1.29% $18,046 4.16%

Small/Mid U.S. Equity
Emerald / Essex SmallCap Growth II R3 Fund $2,690 1.31% $1,035 0.81% $4,783 1.10%
Turner/Mellon/Jacobs Levy MidCap Growth III R3 Fund $2,736 1.33% $1,035 0.81% $10,718 2.47%

Large U.S. Equity
T.Rowe / Clearbridge Advisors LargeCap Blend II R3 Fund $0 0.00% $0 0.00% $9,558 2.21%
Principal Global Investors LargeCap S&P 500 Index R3 Fund $23,113 11.27% $10,633 8.32% $41,533 9.59%
TOTAL $205,057 100% $127,798 100% $433,307 100%

Contributions/Additions reflect contributions, negative contributions, loan payments, etc. Withdrawal/Deductions reflect distribution requests such as terminations, death, disability, and loans.
Participant and Employer level investment transfers are not included in these columns.

Please see important disclosures at the end of this presentation.
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Southwest Power Pool, Inc.

Portfolio Review - Liabilities
Asset Class Breakdown
Beginning % As Of 01/01/2009 Contributions/Additions %

01/01/2009 - 12/31/2009
Ending % As Of 12/31/2009

Large U.S. Equity
International Equity
Small/Mid U.S. Equity
Short-Term Fixed Income
Fixed Income
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Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)
Investment results shown represent historical performance and do not guarantee future results. Investment returns and principal values fluctuate with changes in
interest rates and other market conditions so the value, when redeemed may be worth more or less than original costs. Current performance may be lower or
higher than the performance data shown.

The gross total investment expense figure does not reflect any waivers or caps on the mutual fund or underlying mutual fund in which a Separate Account
invests. Returns displayed are always based on net total investment expense.

For more performance information, including most recent month-end performance, visit the Principal Sponsor Service Center SM at www.principal.com, contact
your representative of the Principal Financial Group® (The Principal®), or call our Client Contact Center at 1-800-547-7754.

Money Market Funds are not guaranteed by the Federal Deposit Insurance Corporation or any other government agency. Although these Funds
seek to preserve the value of your investment at $1.00 per share, it is possible to lose money.

Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
Large U.S. Equity
Large Blend

Davis Selected Advisers LP Davis New York Venture R Fund 8 31.56 -6.30 0.85 2.14 4.83 08/20/2003 1.32

Standard & Poor's 500 Index 26.46 -5.63 0.42 -0.95 -

Principal Global Investors LargeCap S&P 500 Index R3 Fund A, 2, 5 25.52 -6.28 -0.30 - -1.01 12/06/2000 0.74

Standard & Poor's 500 Index 26.46 -5.63 0.42 -0.95 -

T.Rowe / Clearbridge Advisors LargeCap Blend II R3 Fund A, 12, 17, 20 29.02 -5.04 0.57 - 0.97 12/06/2000 1.32

Standard & Poor's 500 Index 26.46 -5.63 0.42 -0.95 -

Morningstar Category Average - Large Blend 28.17 -5.53 0.46 0.01 - - 2.75
Large Growth

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 8 34.12 -3.40 2.57 2.03 4.51 05/21/2002 0.99

Russell 1000 Growth Index 37.21 -1.89 1.63 -3.99 -

Morningstar Category Average - Large Growth 35.68 -2.89 1.21 -2.11 - - 1.69
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Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital Mgmt MidCap Value I R3 Fund A, 1, 7, 8, 17 33.11 -4.66 2.24 - 5.69 06/01/2004 1.59

Russell Midcap Value Index 34.21 -6.62 1.98 7.58 -

Morningstar Category Average - Mid Cap Value 35.41 -5.35 1.36 6.92 - - 3.75
Mid Cap Blend

Principal Global Investors MidCap Blend R3 Fund A, 1 32.35 -1.74 3.18 - 5.64 12/06/2000 1.22

Russell Midcap Index 40.48 -4.59 2.43 4.98 -

Morningstar Category Average - Mid Cap Blend 37.39 -4.62 1.43 4.24 - - 2.29
Mid Cap Growth

Turner/Mellon/Jacobs Levy MidCap Growth III R3 Fund A, 1, 13, 17 44.04 -2.91 1.55 - -1.87 12/06/2000 1.57

Russell Midcap Growth Index 46.29 -3.18 2.40 -0.52 -

Morningstar Category Average - Mid Cap Growth 39.11 -3.09 1.76 0.34 - - 1.82
Small Value

DFA/Vaughan Nelson/LA Capital SmallCap Value II R3 Fund A, 1, 16, 17 31.69 -9.32 -0.86 - 2.06 06/01/2004 1.63

Russell 2000 Value Index 20.58 -8.22 -0.01 8.27 -

Morningstar Category Average - Small Value 31.32 -6.13 0.67 8.63 - - 1.99
Small Blend

Principal Global Investors SmallCap S&P 600 Index R3 Fund A, 1, 2, 6 24.78 -5.38 0.67 - 5.73 12/06/2000 0.73

Standard & Poor's 600 Stock Index 25.57 -4.79 1.36 6.35 -

Morningstar Category Average - Small Blend 31.80 -6.11 0.47 5.85 - - 1.94
Small Growth

Emerald / Essex SmallCap Growth II R3 Fund A, 1, 17, 18 30.71 -7.57 -1.84 - -3.00 12/06/2000 1.58

Russell 2000 Growth Index 34.47 -4.00 0.87 -1.37 -

Morningstar Category Average - Small Growth 35.46 -4.89 0.37 0.60 - - 2.26

Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)

Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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International Equity
Diversified Emerging Markets

Principal Global Investors International Emerging Markets R3 Fund A, 3, 11 67.64 2.28 14.58 - 14.43 12/06/2000 1.83

MSCI - Emerging Markets NDTR D Index 78.51 5.11 15.51 9.78 -

Morningstar Category Average - Diversified Emerging
Markets

73.81 2.21 13.24 9.02 - - 2.41

Foreign Large Blend
Principal Global Investors Diversified International R3 Fund A, 3 26.74 -7.98 4.05 - 2.59 12/06/2000 1.50

MSCI ACWI Ex US Index 41.45 -3.49 5.83 2.71 -

Morningstar Category Average - Foreign Large Blend 31.24 -6.15 3.58 0.62 - - 2.50
Short-Term Fixed Income
Money Market

Principal Global Investors Money Market R3 Fund A, 14, 15 0.06 2.20 2.62 - 2.04 12/06/2000 0.96

7-Day Simple Yield as of 12/31/2009 is 0.00% 21 - - - - -

Barclays Capital Treasury Bellwethers 3 Month Index 0.23 2.51 3.09 3.02 -

Morningstar Category Average - Money Market 0.17 2.26 2.76 2.59 - - 6.57
Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond & Mortgage Securities R3 Fund A, 9, 10 19.20 1.37 1.99 - 3.76 12/06/2000 1.09

Barclays Capital Aggregate Bond Index 5.93 6.04 4.97 6.33 -

Morningstar Category Average - Intermediate-Term Bond 13.97 4.45 3.84 5.53 - - 1.17
Intermediate Government

Edge Asset Management, Inc. Government & High Quality Bond R3 Fund A, 8, 9, 10, 19 7.46 5.61 4.58 5.37 7.21 12/15/2008 1.07

Citigroup Mortgage Index 5.76 7.07 5.81 6.50 -

Morningstar Category Average - Intermediate Government 4.74 5.20 4.19 5.27 - - 1.17

Please see important disclosures at the end of this presentation.

Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)

Rates of Return through 12/31/2009

Investment Advisor Investment Option 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)
Investment results shown represent historical performance and do not guarantee future results. Investment returns and principal values fluctuate with changes in
interest rates and other market conditions so the value, when redeemed may be worth more or less than original costs. Current performance may be lower or
higher than the performance data shown.

The gross total investment expense figure does not reflect any waivers or caps on the mutual fund or underlying mutual fund in which a Separate Account
invests. Returns displayed are always based on net total investment expense.

For more performance information, including most recent month-end performance, visit the Principal Sponsor Service Center SM at www.principal.com, contact
your representative of the Principal Financial Group® (The Principal®), or call our Client Contact Center at 1-800-547-7754.

Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
Large U.S. Equity
Large Blend

Davis Selected Advisers LP Davis New York Venture R Fund -7.66 14.43 -10.89 -1.10 0.63 3.27 08/20/2003 1.32

Standard & Poor's 500 Index -6.65 14.43 -9.81 -0.79 -1.59 -

Principal Global Investors LargeCap S&P 500 Index R3 Fund A -6.93 13.75 -10.42 -1.49 - -1.70 12/06/2000 0.73

Standard & Poor's 500 Index -6.65 14.43 -9.81 -0.79 -1.59 -

T.Rowe / Clearbridge Advisors LargeCap Blend II R3 Fund A -7.91 12.21 -9.73 -0.94 - 0.05 12/06/2000 1.33

Standard & Poor's 500 Index -6.65 14.43 -9.81 -0.79 -1.59 -

Morningstar Category Average - Large Blend -7.07 13.43 -9.93 -0.85 -0.78 - - -
Large Growth

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund -8.13 10.08 -8.76 0.54 -0.31 3.14 05/21/2002 0.99

Russell 1000 Growth Index -7.65 13.62 -6.91 0.38 -5.14 -

Morningstar Category Average - Large Growth -8.24 12.41 -8.11 -0.18 -3.37 - - -
Small/Mid U.S. Equity
Mid Cap Value

Goldman Sachs/LA Capital Mgmt MidCap Value I R3 Fund A -2.84 25.10 -8.30 0.50 - 4.77 06/01/2004 1.57

Russell Midcap Value Index -0.88 28.91 -9.44 0.71 7.55 -

Morningstar Category Average - Mid Cap Value -2.67 23.76 -9.39 0.41 6.46 - - -
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Mid Cap Blend
Principal Global Investors MidCap Blend R3 Fund A 1.43 24.03 -4.86 3.33 - 5.50 12/06/2000 1.22

Russell Midcap Index -2.06 25.13 -8.19 1.22 4.24 -

Morningstar Category Average - Mid Cap Blend -3.16 21.26 -8.86 0.33 3.00 - - -
Mid Cap Growth

Turner/Mellon/Jacobs Levy MidCap Growth III R3 Fund A -4.20 22.55 -8.32 0.54 - -2.21 12/06/2000 1.56

Russell Midcap Growth Index -3.31 21.30 -7.53 1.37 -1.99 -

Morningstar Category Average - Mid Cap Growth -3.53 19.58 -7.94 1.13 -0.84 - - -
Small Value

DFA/Vaughan Nelson/LA Capital SmallCap Value II R3 Fund A -1.87 25.47 -11.45 -1.14 - 1.58 06/01/2004 1.64

Russell 2000 Value Index -1.64 25.07 -9.85 -0.51 7.48 -

Morningstar Category Average - Small Value -0.70 25.88 -8.66 0.36 8.13 - - -
Small Blend

Principal Global Investors SmallCap S&P 600 Index R3 Fund A -1.40 22.56 -8.27 0.13 - 5.27 12/06/2000 0.73

Standard & Poor's 600 Stock Index -0.88 23.64 -7.64 0.82 5.56 -

Morningstar Category Average - Small Blend -2.24 21.97 -9.04 0.16 5.08 - - -
Small Growth

Emerald / Essex SmallCap Growth II R3 Fund A -3.86 16.48 -11.72 -2.50 - -3.25 12/06/2000 1.58

Russell 2000 Growth Index -2.31 17.96 -7.54 1.14 -1.72 -

Morningstar Category Average - Small Growth -2.45 19.07 -8.73 0.33 -0.31 - - -
International Equity
Diversified Emerging Markets

Principal Global Investors International Emerging Markets R3 Fund A -8.26 21.07 -6.54 11.45 - 12.62 12/06/2000 1.82

MSCI - Emerging Markets NDTR D Index -6.17 23.15 -2.50 12.73 - -

Morningstar Category Average - Diversified Emerging
Markets

-6.28 21.84 -5.33 10.64 9.24 - - -

Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)

Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Foreign Large Blend
Principal Global Investors Diversified International R3 Fund A -12.03 7.48 -15.10 1.08 - 1.09 12/06/2000 1.48

MSCI ACWI Ex US Index -11.06 10.43 -10.70 3.38 1.86 -

Morningstar Category Average - Foreign Large Blend -12.23 7.05 -13.04 1.13 -0.39 - - -
Short-Term Fixed Income
Money Market

Principal Global Investors Money Market R3 Fund A 0.00 0.00 1.45 2.44 - 1.93 12/06/2000 1.02

7-Day Simple Yield as of 06/30/2010 is 0.00% NaN - - - - - -

Barclays Capital Treasury Bellwethers 3 Month Index 0.06 0.17 1.67 2.84 2.73 -

Morningstar Category Average - Money Market 0.01 0.05 1.48 2.55 2.31 - - -
Fixed Income
Intermediate-Term Bond

Principal Global Investors Bond & Mortgage Securities R3 Fund A 6.89 19.06 3.48 2.96 - 4.29 12/06/2000 1.10

Barclays Capital Aggregate Bond Index 5.33 9.50 7.55 5.54 6.47 -

Morningstar Category Average - Intermediate-Term Bond 5.21 13.11 6.03 4.51 5.75 - - -
Intermediate Government

Edge Asset Management, Inc. Government & High Quality Bond R3 Fund A 4.84 8.74 7.03 5.21 5.51 7.26 12/15/2008 1.07

Citigroup Mortgage Index 4.71 7.83 8.42 6.33 6.60 -

Morningstar Category Average - Intermediate Government 5.05 8.16 6.91 4.92 5.45 - - -

Please see important disclosures at the end of this presentation.

Southwest Power Pool, Inc.

Investment Performance - Assets
Corporate Owned Taxable Investments (Mutual Funds)

Rates of Return through 06/30/2010

Investment Advisor Investment Option YTD 1 yr. 3 yr. 5 yr. 10 yr.
Since

Inception
Inception

Date

Total Inv.
Expense

Gross
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Southwest Power Pool, Inc.

Style Grid - Assets
Large U.S. Equity

Large Value Large Blend Large Growth

Davis New York Venture R Fund 8

LargeCap S&P 500 Index R3 Fund A, 2, 5 ++

LargeCap Blend II R3 Fund A, 12, 17, 20

American Funds Growth Fund of America R3 Fund 8

Small/Mid U.S. Equity
Mid Cap Value Mid Cap Blend Mid Cap Growth

MidCap Value I R3 Fund A, 1, 7, 8, 17 MidCap Blend R3 Fund A, 1 MidCap Growth I R3 Fund *A

MidCap Growth III R3 Fund A, 1, 13, 17

Small Value Small Blend Small Growth

SmallCap Value II R3 Fund A, 1, 16, 17 SmallCap Blend I R3 Fund *A

SmallCap S&P 600 Index R3 Fund A, 1, 2, 6 ++

SmallCap Growth II R3 Fund A, 1, 17, 18
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Southwest Power Pool, Inc.

Style Grid - Assets
International Equity Real Estate Balanced/Asset Allocation

Diversified International R3 Fund A, 3

International Emerging Markets R3 Fund A, 3, 11

Short-Term Fixed Income Fixed Income

Money Market R3 Fund A, 14, 15 Government & High Quality Bond R3 Fund A, 8, 9, 10, 19

Bond & Mortgage Securities R3 Fund A, 9, 10

Government & High Quality Bond R3 Fund *A

Please see important disclosures at the end of this presentation.
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Southwest Power Pool, Inc.

Disclosures
A Sub-advised Investment Options include Principal Funds, Inc. mutual funds. Principal Funds, Inc is distributed by Principal Funds Distributor, Inc. Securities
are offered through Princor Financial Services Corporation, 800-547-7754, member SIPC and/or independent broker/dealers. Securities sold by a Princor®
Registered Representative are offered through Princor. Principal Funds Distributor, Princor, and Principal Life are members of the Principal Financial Group,
Des Moines, IA 50392. Certain investment options may not be available in all states or U.S. commonwealths.

++ Investment options sub-advised by Principal Global Investors.

A mutual fund's share price and investment return will vary with market conditions, and the principal value of an investment when you sell your shares may be
more or less than the original cost.

Returns shown for periods of less than one year are not annualized. All returns displayed here are after Total Investment Expense of the investment option.

Annualized total returns measure net investment income and capital gain or loss from portfolio investments as an annualized average, assuming the reinvestment
of dividends, and without adjusting for loads.

Insurance products and plan administrative services are provided by Principal Life Insurance Company. Principal mutual funds are part of the Principal Funds,
Inc. series. Principal Funds, Inc. is distributed by Principal Funds Distributor, Inc. Securities are offered through Princor Financial Services Corporation,
800-547-7754, member SIPC and/or independent broker/dealers. Securities sold by a Princor® Registered Representative are offered through Princor.
Principal Funds Distributor, Princor and Principal Life are members of the Principal Financial Group®, Des Moines, IA 50392. Certain investment options
may not be available in all states or U.S. commonwealths.

Before investing in mutual funds, investors should carefully consider the investment objectives, risks, charges and expenses of the funds. This and other
information is contained in the free prospectus, which can be obtained from your local representative, by visiting www.principal.com, or by contacting us at
1-800-547-7754. Please read the prospectus carefully before investing.

This report includes investment options that contain information from a variety of sources. A primary source is Morningstar which provides holdings
information, operations data, and rankings or statistics proprietary to Morningstar. Morningstar is generally the source of information on mutual funds
unaffiliated with the Principal.

(C) 2010 Morningstar, Inc. All Rights Reserved. Part of the mutual fund data contained herein: (1) is proprietary to Morningstar and/or its content providers:
(2) may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible
for any damages or losses arising from any use of this information.

For a Mutual Fund investment option, Total Investment Expense gross equals the sum of (a) the total fund operating expenses plus (b) if the mutual fund invests
in other mutual funds, the weighted-average management fee of those other mutual funds, as listed in the most recent prospectus. The actual Total Investment
Expense may change if the mutual fund investment option's allocation of assets to other mutual funds changes.

Any operating expenses of a mutual fund or underlying mutual fund that are part of net Total Investment Expense are obtained from the mutual fund's most
recent prospectus. The operating expenses shown as part of Total Investment Expense include voluntary expense limits and fee credit. These expense reductions
are not reflected in the fund's prospectus.
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See the Principal Funds, Inc. prospectus for the full name of each Fund.

1. Small-cap and mid-cap investment options are subject to more fluctuation in value and may have additional risks than other investment options with stocks
of larger, more stable companies.

2. Each index based investment option is invested in the stocks or bonds of the index it tracks. Performance of indexes reflects the unmanaged results for the
market segment the selected stocks or bonds represent. There is no assurance an index based investment option will match the performance of the index tracked.

3. International and global investment options are subject to additional risk due to fluctuating exchange rates, foreign accounting and financial policies, and
other economic and political environments.

5. S&P 500 is a trademark of The McGraw-Hill Companies, Inc., and has been licensed for use by Principal Life Insurance Company and Principal
Management Corporation. The product is not sponsored, endorsed, sold or promoted by Standard & Poor's and Standard & Poor's makes no representation
regarding the advisability of investing in the product.

6. S&P SmallCap 600 is a trademark of The McGraw-Hill Companies, Inc. and has been licensed for use by Principal Life Insurance Company and Principal
Management Corporation. The product is not sponsored, endorsed, sold or promoted by Standard & Poor's and Standard & Poor's makes no representation
regarding the advisability of investing in the product.

7. Effective October 3, 2005, LA Capital was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing this
portfolio during the time periods displayed.

8. These calculated returns reflect the historical performance of the oldest share class of the fund, adjusted to reflect a portion of the fees and expenses of this
share class. Please see the fund's prospectus for more information on specific expenses, and the fund's most recent shareholder report for actual date of first
sale. Expenses are deducted from income earned by the fund. As a result, dividends and investment results will differ for each share class.

9. Fixed-income investment options are subject to interest rate risk, and their value will decline as interest rates rise. Neither the principal of bond investment
options nor their yields are guaranteed by the U.S. government.

10. Fixed-income and asset allocation investment options that invest in mortgage securities are subject to increased risk due to real estate exposure.

11. Instances of high double-digit returns were achieved primarily during favorable market conditions and may not be sustainable over time.

12. Formerly known as LargeCap Blend Fund.

13. Formerly known as MidCap Growth Fund.

14. Principal Management Corporation may voluntarily limit a certain portion of the fund's expenses collected from the Money Market Fund on a temporary
basis. The Total Investment Expense - Net may be lower when expenses are limit.

Southwest Power Pool, Inc.

Disclosures
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15. The Money Market investment option is closed to new sales and existing clients not currently offering the option within their retirement plans, effective April
1, 2009. Existing clients already offerring the money market investment option within their plan can continue to have contributions directed to this investment
option at this time. As of July 1, 2009 the money market investment option will be closed for any client that does not have retirement funds in the investment on
that date.

16. Effective May 1, 2009, LA Capital was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing this portfolio
during the time periods displayed.

17. The manager of the Fund, Principal Management Corporation, invests between 10% and 40% of the Fund's assets in common stocks in an attempt to match
or exceed the performance of the Fund's benchmark index for performance.

18. Effective June 26, 2009, this portfolio is sub-advised by Emerald Advisors and Essex. Prior to June 26, 2009, the portfolio was sub-advised by UBS Global
Asset Management, Emerald Advisors and Essex. The portfolio has had various sub-advisors since its inception. Performance results displayed reflect all
sub-advisors managing this portfolio during the time periods displayed.

19. Formerly known as Mortgage Securities Fund.

20. Effective October 1, 2009, ClearBridge Advisors was added as an additional sub-advisor. Performance results displayed reflect all sub-advisors managing
this portfolio during the time periods displayed.

21. The 7-Day Simple Yield % more closely reflects the current earnings of this money market investment option than the total return displayed.

Benchmark Descriptions

Barclays Capital Aggregate Bond Index represents securities that are domestic, taxable, and dollar denominated. The index covers the U. S. investment grade
fixed rate bond market, with index components for government and corporate securities, mortgage pass-through securities, and asset-backed securities. These
major sectors are subdivided into more specific indices that are calculated and reported on a regular basis.

Barclays Capital Treasury Bellwethers 3 Month Index is composed of public obligations of the U. S. Treasury with a maturity of three months.

Citigroup Mortgage Index reflects new issuance and principal paydowns of mortgage pools including GNMA, FHLMC and FHLMC pass-throughs and is
re-constituted each month.

MSCI - Emerging Markets NDTR D Index measures equity market performance in the global emerging markets. It consists of 26 emerging market countries in
Europe, Latin America and the Pacific Basin.

MSCI ACWI Ex US Index is a free float-adjusted market capitalization index that is designed to measure the combined equity market performance of developed
and emerging market countries excluding the US.

Southwest Power Pool, Inc.

Disclosures
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Summary of Services for: 

The Value of Your
Retirement Program
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To help ease your administrative burden, increase plan

participation, and boost participants’ understanding of their

retirement benefits, count on the services of the Principal

Financial Group®. Our Principal Retirement SourcingSM

program combines standard plan administrative services 

with your choice of additional innovative features and

automated solutions – helping you improve efficiency,

educate participants, keep your plan in compliance, and

help with managing some of your fiduciary liabilities. 

The following services listed as “core” are automatically included 

as part of the administrative services provided for your retirement plan

program, if applicable.  You can choose to opt-out of a service if you

don’t feel it’s appropriate for your organization’s retirement plan.  

The “optional” services are also available to you, to help ensure 

all your specific retirement plan needs are met.  Additional fees may 

apply to optional services. 
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1

Plan Sponsor Services
G E N E R A L  S E RV I C E S

Benefit Edge® newsletter — Our quarterly newsletter, Benefit Edge, gives you information about our products and services,
legislation, our investment platform and services, and other topics that may be affecting your retirement plan. 

Client Service Associate — This is your primary contact to call toll-free to help meet the needs of your retirement plan.
You can expect this person to answer your questions, assist you with day-to-day activities, and work with you to help keep
your plan in compliance. 

Contribution allocation assistance — We process up to three profit-sharing calculations and forfeitures based on plan
information. Additional calculations are available for an additional fee. 

Customized forms — You can add customization to your retirement plan by requesting that your company logo be
included on your plan participant forms. 

Daily valuation — Account values and investment performance are updated daily to reflect the current value of the
retirement funds. 

Directions Guidebook plan operation guide — This convenient online resource gives you details about our services and
your responsibilities as a plan sponsor to help with the daily operation of your retirement plan. 

Education plans — We identify education objectives and strategies that are appropriate for your retirement plan and plan
participant retirement needs.  We'll present the proposed plan to you along with a timeline and suggested target dates of
communications.

Electronic fund transfer (EFT) — Funds can be transferred electronically from your bank to The Principal®.

Eligibility Determination — We proactively identify eligible employees based on the data you supply and then
communicate with them how to enroll in the retirement plan, helping ensure they can participate as quickly as possible. As
the plan sponsor, you receive electronic reports to keep you informed of eligible and soon to be eligible employees.1

ESOP EdgeSM newsletter — If your retirement plan includes employer stock, you’ll receive this quarterly newsletter. It keeps
you informed on industry and legislative issues, as well as highlights services of The Principal. 

Location recordkeeping — Services can be separated by employee group or location. You can designate separate
contacts for each location. Additional fees may apply.

Plan amendments/restatements — Amendments/restatements for prototype plans are done at no extra charge.
Additional fees may apply for amendments/restatements to custom-written plan documents. 

Plan documents — Plan documents for prototype plans are provided at no extra charge.  Additional fees apply for a
custom-written plan document. 

Plan qualification — We provide forms you need to submit your retirement plan document to the IRS for qualification 
(if applicable). 

Plan reviews — We can review your plan document for a prototype solution that may reduce plan costs.  We can also
provide a full plan review of an outside-written plan. 

Plan transition assistance — Our specialists have the experience that helps make the transition from your current service
provider to The Principal as smooth as possible. 

Principal Benefits ExchangeSM — This program gives you access to in-depth communications about retirement industry
trends and issues and exclusive learning opportunities.  

Principal Payroll ProgramSM — You can have more time to focus on your core business by using the Principal Payroll
Program. This optional service integrates payroll services, retirement plan administrative services, and financial professional
services into a single, seamless program. 

Principal Sponsor Service CenterSM — Take care of plan administration details quickly and easily through our secure plan
sponsor website at www.principal.com. You can send us contributions and loan payment data, view or add participants,
access participants’ statements, receive messages from us through the Principal Message CenterSM, review consolidated plan
information, and receive comprehensive and timely investment information. 

Recordkeeping — We maintain your retirement plan contribution and withdrawal records for your convenience. 

Retirement Projection® software — This easy-to-use, web-based tool helps you show participants how retirement
savings may grow over time. 

Summary Plan Description (SPD) — Meet your Department of Labor (DOL) requirements by sending these easy-to-read
summaries of your retirement plan provisions to plan participants. 

Translation service — Enrollment materials, various communication materials, and enrollment meetings can be translated
into almost any language. 
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2

Plan Sponsor Services c o n t i n u e d

Trust services — We provide trust services and can work with the trustee of your choice, or we can offer trust services
through Principal Trust Company. 

Vesting records — To help ease your recordkeeping burden, we track participant vesting percentages and hours worked
under your retirement plan based on reported information. 

R E P O R T S

Activity reports — We provide written confirmation of itemized retirement fund activity. 

Ad Hoc reports — This reporting service allows you to request comprehensive reports that include participant data. The
following reports can be generated: Participant Basic Information Report, Participant Address Report, Contribution Report (by
participant), Contribution Report (by contribution type), Investment Report (by participant), Investment Report (by
investment option), and a Participant Distribution Report.

Beneficiary notices — For plans needing to comply with the Qualified Preretirement Survivor Annuity requirements, we’ll
help you comply with IRS requirements by forwarding you a list and a copy of the notice for participants approaching age
35 that they need to designate or confirm their beneficiary designation. Beneficiary designations are kept on record at The
Principal. 

Electronic data reporting — You can save time and reduce errors by electronically sending us your plan data for processing. 

ORIS Reporting — This service allows The Principal to notify you via the Principal Sponsor Service Center of any important
activity with your plan. For example, we can schedule reports to notify you of any hardship withdrawals taken from the plan.
We can also notify you when there are new loans, a deferral limit has been reached, or when there is not a beneficiary or
address on file. 

Participation studies — A study showing your employee participation results is provided to you in the Retirement Plan
Review. 

Retirement Plan & Investment Review (RPIR) — We provide a high-level view of your retirement plan's progress over
the last three deposit years with this annual report. Information includes plan participation demographics, voice-response
system usage, and participant investment preferences. 

D I S T R I B U T I O N  S E RV I C E S

Client Contact Center loans — This service allows plan participants to work directly with a retirement specialist from 
The Principal to obtain a loan. 

eSignature loans — Take the hassle out of initiating loans with paperless loan processing. Paper copies of the loan
documents and an electronic payroll deduction report are sent to the appropriate parties. Most requests are processed the
same day they are received, and checks are mailed directly to participants the following business day. 

Hardship withdrawal approval — We can assist you in the administration of your plan's withdrawal provisions within
the guidelines authorized for us. 

Hardship withdrawal support — This plan provision allows a participant to withdraw contributions upon proof of
certain financial hardships. 

Plan loans — We provide participant assistance, sample documents, and a quarterly summary of loan transactions. 

Qualified Domestic Relations Order (QDRO) — We offer help in reviewing court documents, record keep separate
retirement account benefit records for alternate payees, and process distributions to help you comply with plan rules. 

Required minimum distributions — We help monitor and process required minimum distributions for participants who
are age 701⁄2 or older. 

Terminated participant process — All distribution requests (retirement, termination, deaths, hardship, loan, in-service
withdrawal) are promptly and accurately processed, including reporting tax information to the IRS. 

Government Compliance and Filing
410(b) ratio percentage test — Testing is performed annually on your retirement plan to help ensure the minimum
coverage requirements are met. 

415 limits — Annual calculations are performed to determine contribution and benefit limits for your participants. 

Audit package — For plans with more than 100 participants, detailed and comprehensive reports are provided, along with
an audit support line. 

Compliance data collection package — The information we provide online explains and organizes the data we need to
collect to help your plan satisfy compliance requirements. 

ERISA 404(c) — You may be able to lessen your fiduciary liability when participants or beneficiaries control the investment
direction on contributions. We provide a wide variety of investment options to help your plan comply with government
regulations. You'll need to have an investment option from at least three or four asset categories.
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3

Government relations — Our full-time staff in Washington, D.C., is dedicated to educating members of Congress on
important employee benefit plan issues. 

IRS Form 5500 series annual reports — These reports are prepared for you to review and forward to the IRS and
include the Schedule B Report. If your plan qualifies, we can file the reports for you electronically. 

Nondiscrimination tests — At year-end, plan compliance nondiscrimination tests will be performed. This includes
calculating and processing refunds upon request. Testing frequency can be increased for an additional fee. 

Required tax withholding on payouts — We will withhold the taxable portion of lump-sum distributions, as required by law. 

SAS 70 Report — You’ll receive a report from Ernst & Young – the respected accounting firm that performs our audits –
about our internal practices and procedures. 

Special compliance testing — We perform special testing to comply with Internal Revenue Code 401(a)(4), 410(b), and
414(s) if your plan design does not meet the safe harbor requirements of these code sections. We also offer plan consulting
services on coverage requirements when reviewing plans for compliance with regulations. 

Top-heavy testing — We perform calculations annually (if applicable) to determine whether your company’s key
employees hold over 60 percent of the total retirement funds, in which case your plan would be considered top-heavy. 

Plan Consulting Services
Controlled groups — We provide useful information about rules and guidelines to assist you with discussions with your
legal counselor or tax advisor in making a decision about controlled group status. 

Custom plan documents — Plan documents can be customized to fit your needs based on a discussion of solutions that
are legally allowed and acceptable to you and your legal counsel. 

Enhanced plan design assistance — We can help with a variety of plan design issues beyond our standard service offerings. 

Enhanced Qualified Domestic Relations Order (QDRO) — Our expanded QDRO service is designed to help reduce
your administrative burden of evaluating and processing Domestic Relations Orders. We’ll assist you in establishing technical
guidelines and procedures to help you assist participants through the process. 

Legislative updates — We provide up-to-date communications on general legislative issues in the retirement plan market
for standard services.  In-depth analysis of new legislation and how it may impact your specific retirement plan is also
available for an additional fee. 

Mergers/Acquisitions/Spinoff plan design assistance — Discussions on plan options, sample step-by-step
instructions, conference call availability, and assistance with your retirement plan provisions. (Depending on the depth of
service needed, additional fees may apply.) 

Nondiscrimination testing and analysis — We provide standard nondiscrimination plan compliance tests based on
your specific data and plan provisions. For more in-depth needs, guidance on the rules and regulations with customized,
client-specific information is available. 

Plan compliance assistance — We can analyze and evaluate your plan for compliance and operational issues. 

Plan design proposals — General information is provided regarding available plan design options for your retirement plan. 

Prototype plan documents — Samples of standard and non-standard plan documents are provided to help meet your
specific needs. 

Replacement ratio/needs analysis — Participant-level replacement ratios via Total Retirement View.  For a more in-
depth need, we can provide an overall picture of your retirement plan. 

Research/technical assistance — Retirement specialists from The Principal are available to research and respond to most
plan design and plan compliance-related requests. 

Retirement program review and analysis — A full retirement plan review and analysis is provided, including
comparative benchmarking information and solutions to help meet your retirement plan goals. 

Plan Participant Services
Automatic enrollment2 — This service automatically enrolls employees when they’re eligible. You choose how much
employees automatically start deferring, as well as their initial investment elections. After that, your employees make all of
the decisions regarding their participation, deferrals, and investment direction. This feature has proven very successful at
increasing participation. 

Beneficiary designation — We provide sample language for your beneficiary designation forms. We record keep your
participants’ beneficiary designation(s).

Death claims — We can provide you with the benefit consent and/or notices, as your state requires. 

Direct rollovers — Direct rollovers are coordinated both to and from retirement plans and in some cases IRAs. Allowing
participants to roll over retirement funds can be beneficial for participants and the plan.  
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4

Plan Participant Services c o n t i n u e d

Flexible retirement option — Inactive participants with vested benefits can transfer retirement funds into a Rollover IRA. 

My Principal® Edge personalized solutions — Personalized communications for participants. 

• My Principal® Edge Milestones — This program provides participants with a personalized action-oriented timeline that
can help them determine their retirement goals and offers a strategy to help them take steps toward accomplishing those
goals. The program has a series of built-in reminders and follow-up messages sent via mail and email to help ensure
participants stay on track with their goals.

• Personalized messages on Defined Contribution (DC) participant statements — The DC participant statements reflect
an action-oriented, personalized approach to participant services.

• Personalized messages in Plan Ahead. Get Ahead.® magazine — Personalized messages to each participant currently
appear in this quarterly magazine. Message topics are geared to drive participants to take action, such as increasing their
salary deferral contributions.

• Personalized messages on The Principal Retirement Service Center® — Personalized messages, consistent with those
through the other mediums, are displayed on the landing page of the participant website encouraging participants to 
take action. 

Non-participating reports — We can provide estimates to your employees who are not participating in the retirement
plan about the potential benefits of contributing to the plan. These reports can be requested annually. 

Participant communication and education materials — We provide access to over 14 educational workbooks or
online seminars and more than 100 educational materials, calculators, and tools designed to help participants at various
stages of their life. These include enrollment kits, payroll stuffers, posters, videos, and much more to help create interest in
the plan and retirement savings. Materials are available in English and many are available in Spanish. 

Participant translation service — We provide Spanish enrollment and education materials, an interactive voice-response
system (TeleTouch®) and Retirement Plan Participant Statements for your Spanish-speaking employees. We also have the
capability to translate these materials into other languages. 

Personal Retirement Account — Inactive participants with vested benefits in excess of $5,000 can maintain retirement
funds help for their benefit under the existing contract retirement plan. 

Plan Ahead. Get Ahead.® quarterly participant magazine — This life-stage focused magazine is sent directly to
defined contribution participants. It features tips and articles related to planning and saving for retirement. 

Plan participant statements — Participants receive comprehensive retirement plan statements including investment
performance and helpful hints on saving for retirement. These award-winning* statements are also available online. 

Pre/Post retirement certificates — We provide confirmation of employee benefits and documentation of participant
data (a certificate of plan entry and a certificate of the annuity purchased) if required by your state. 

Principal Enrollment SuiteSM — This umbrella of services encourages participation and helps increase salary deferrals. 

• Smart Start — A pre-determined salary deferral percentage chosen by the plan sponsor and offered to eligible employees
as an easier way to start contributing.

• Principal Step Ahead Retirement OptionSM — The salary deferral contributions of participants are automatically increased
by a given percentage, or a specific dollar amount, each year as of a date specified by the employer.

• Flexible enrollment options — Participants can enroll through three easy options: online, with the Easy Enrollment Form,
or if they have a current enrollment kit, through TeleTouch® (via telephone).

• “Do-It-For-Me” Investment Options — We provide the following alternatives to help simplify participants’ asset
allocation decisions, including both target retirement date and risk tolerance investment options.
• Principal LifeTime portfolios — These portfolios are available via Separate Accounts or Principal Investors Funds, Inc.

mutual funds. Each portfolio is managed toward a particular retirement date. The investment mix becomes more
conservative as the Principal LifeTime portfolio approaches its target date. Participants simply choose the portfolio that
most closely matches their approximate retirement timeline.

• Principal Strategic Asset Management (SAM) Portfolios  — SAM Portfolios are five strategically diversified portfolios
available via Separate Accounts or Principal Investors Funds, Inc. mutual funds. SAM Portfolios invest in Principal
Investors Funds mutual funds that are carefully selected by Edge Asset Management, Inc. This combination of different
Principal Investors Funds into one portfolio offers varying levels of risk and return in addition to an efficient, unique
approach to retirement investing.

• Russell LifePoints® (LifePoints)2 — These five strategically diversified portfolios are designed to help simplify the asset
allocation process for retirement plan participants. LifePoints portfolios invest in other Russell mutual funds that are
actively managed by carefully selected independent managers hired by Russell. This combination of different Russell
mutual funds into one portfolio offers varying levels of risk and return in addition to an efficient, unique approach to
retirement investing. 

• Managed Accounts2 — The Principal Managed Account ProgramSM is a third party provided to help ensure participants
seeking investment advice have an alternative to obtain affordable professional investment advice and ongoing
management of retirement plan funds. 

• Salary Deferral Service — Provides your participants with a one-stop shop for enrolling and updating their contribution
rates. Participants can enroll using either our participant website, The Principal Retirement Service Center®, or TeleTouch®

(our telephone service), our interactive voice-response system. 

Principal Retire SecureSM — Through Principal Retire Secure (Retire Secure), a dedicated, salaried Retire Secure team
member from The Principal will visit your company at least annually to give your employees one-on-one retirement planning
assistance. The one-on-one meetings will take place at the worksite and focus on the needs of the individual employee. From
the meeting, employees will receive personalized action steps that can help them move toward their retirement goals.3 Plan
sponsors must meet qualification requirements.2

*2005 DALBAR Communications Seal winner for DC statements
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The Principal Retirement Service Center® — Available at www.principal.com, participants can access personalized
current retirement account information, investment performance, change their investment direction, transfer existing
amounts, rebalance the account, obtain personalized rate of return, and more. 

Principal Total Retirement SuiteSM plan participant statements — These easy-to-understand statements give your
eligible participants an overview of their entire potential employer-sponsored retirement benefit held for their benefit at The
Principal. Total retirement participant statements are available for plan sponsors who have more than one plan with us
covering the same participants.2

Retirement planning seminars — Seminars, conducted by representatives from The Principal, can help your employees
determine their retirement needs and develop their own plans to reach their goals. 

Summary Plan Description (SPD) — Easy-to-read summaries of your plan provisions to give to your participants. 

TeleTouch® — Our toll-free, interactive voice-response and voice recognition system enables participants to access detailed
account information and perform transactions any day and at any time. 

Toll-free benefits assistance — Participants can call toll-free to discuss their benefit options and get answers to their
plan-related questions. Retirees may also make address changes, direct deposit requests, status updates, and more. 

Total Retirement ViewSM — Available through our participant website, The Principal Retirement Service Center®, the Total
Retirement View provides an online view of retirement plan benefit projections and estimated replacement ratios. The online
view reflects daily changes in value that can occur in retirement plans. 

Investment Services
Comprehensive reporting on sub-advised options — Reports include the Principal Due Diligence ProgramSM quarterly
review and Investment Bulletins. 

Educational materials — We provide descriptions of each investment option and information to help your participants
invest their contributions. 

Fiduciary guides and annual fiduciary checklist — This guide offers important background on the role of an ERISA
fiduciary, making investment selections, participant education vs. advice, ERISA compliance requirements, and managing
fiduciary responsibility. 

Investor Profile Quiz — Found on www.principal.com and in our employee enrollment kits, this quiz can be used as a
guide to help your employees determine their risk tolerance on a scale of 1 to 5. Sample portfolio percentages are provided
based on risk tolerance and time horizon to help participants determine an asset allocation. 

The Principal Due Diligence ProgramSM — This is our rigorous and disciplined framework for identifying, hiring, and
retaining premier investment talent for our Foundation Investment Options. 

Principal Self-Directed Brokerage AccountSM — Participants can tailor a portfolio from a wide range of investment
options including stocks, bonds, and mutual funds for an additional fee. 

Qualified Default Investment Alternative (QDIA) — Principal LifeTime portfolios can serve as a QDIA to help you
manage your fiduciary responsibility. For those participants who do not make an investment election, a Principal LifeTime
portfolio will be matched with their current age and a retirement age of 65. 

Sample investment policy statements — Use the sample to help establish and identify the investment guidelines and
objectives that will be applied within your investment program. Always review your policy statement with your legal counsel. 

Sub-advised platform and outside mutual funds2 — You can access a vast array of investment options from over 60
sub-advised options from premier investment management firms, including three types of “do-it-for-me” (lifecycle and
lifestyle) solutions.  Outside mutual fund availability has up to 1,300 mutual funds on our platform with access to 18,000
more through the National Securities Clearing Corporation (NSCC).  

1 There is no additional charge for this service as long as certain automation requirements are met. 
2 For plans meeting certain requirements.

3 Only available to plans with over $3 million in assets.

Please contact your representative at The Principal for more information.
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Foundation Options include Separate Accounts available through a group annuity contract with Principal Life Insurance Company, 
Des Moines, IA 50392.

No investment strategy, such as diversification or asset allocation, can guarantee a profit or protect against loss in periods of declining value.

Clearing services are provided by Pershing, a BNY Securities Group Company, Solutions from The Bank of New York, One Pershing Plaza,
Jersey City, New Jersey, 07399.  Pershing LLC Member NASD, SIPC.  The Principal Financial Group is not affiliated with Pershing LLC, BNY

Securities Group or their member companies.

Investment advice provided through the Principal Managed Account Program is provided by Ibbotson Associates. Additional fees apply. Access
to the advice and securities and advisory products are offered through Princor Financial Services Corporation, 800-247-4123, member SIPC.

Each Principal LifeTime portfolio and Principal Strategic Asset Management Portfolio is available through a Separate Account or Principal
Investors mutual fund. Principal LifeTime Separate Accounts and Principal Strategic Asset Management Separate Accounts are made available

through a group annuity contract with the Principal Life Insurance Company, Des Moines, IA 50392. May not be available in all states. 

LifePoints® and the Russell logo are registered trademarks and service marks of the Frank Russell Company. Russell Fund Distributors, Inc. is the
distributor of Frank Russell Investment Company. LifePoints® and the Russell logo are registered trademarks and service marks of the Frank
Russell Company. Russell Fund Distributors, Inc. is the distributor of Frank Russell Investment Company.  Russell LifePoints were previously

made available through a Separate Account.

Principal Trust Company is a trade name of Delaware Charter Guarantee & Trust Company, a member company of the Principal Financial Group.

Insurance products and plan administrative services are provided by Principal Life Insurance Company.  Principal Investors Fund, Inc. is
distributed by Princor Financial Services Corporation, 800-547-7754, member SIPC. Securities are offered through Princor® and/or

independent broker/dealers. Securities sold by a Princor Registered Representative are offered through Princor. Princor, Principal Trust
Company, and Principal Life are members of the Principal Financial Group, Des Moines, IA 50392.

Before investing in mutual funds, investors should carefully consider the investment objectives, risks, 

charges and expenses of the funds. This and other information is contained in the free prospectus, which 

can be obtained from your local representative. Please read the prospectus carefully before investing. 

WE’LL GIVE YOU AN EDGESM

© 2007 Principal Financial Services, Inc.
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Assumptions:
Total Assets: $21,809,094

Active Assets: $21,685,151

PRA Assets: $123,943

Annual Deposit:  $4,169,731

Active Participants:  437

Inactive Participants:  20

This summary utilizes the R6 rate level of investments being used.

Fees Paid For Investment and Service Package In Dollars $184,232
As a Percent of Plan Assets 0.85%

Fee Description How Collected Rate Dollar Amount % of Total Assets Notes
Investment Provider Fees (1) From Investment Options various $86,685 0.40% See Attachment A
Service Provider Fees (2) From Investment Options various $97,546 0.45% See Attachment A

Transactional Fees
Loan Origination Fees From Participant Account at Loan origination $40
Loan Maintenance Fees Deducted Quarterly from Participant Accounts $10.50
PRA Fee Deducted from Personal Retirement Accounts $25 per Participant

The Principal Financial Group $97,546 0.45%
Investment Providers of your Plan's Investment Options $86,685 0.40% See Attachment A

$184,232 0.85%

(1) Investment Provider Fees - Amounts collected and kept by the Investment Provider (or its affiliated entities) for investment management and other costs
and expenses (including profit). These amounts are paid to the investment provider before published returns. 

(2) Service Provider Fees - Amounts paid to Principal Life Insurance Company, Princor Financial Services Corporation (or our affiliates) by you, the plan, 
or the Investment Provider (or its affiliated entities) for your Service Package, including marketing compensation. 

HOW FEES ARE COLLECTED 

WHO RECEIVES THE FEES

TOTAL: 

Southwest Power Pool
FEE ANALYSIS as of 06/30/2010

FEE SUMMARY



The chart below details the fees deducted from each investment option.

Fees Fees Paid Total Expected Expected Total Fees
Retained by to Service Investment Investment Service From

Investment Investment Current Investment Provider(s) Option Provider Provider Investment
Advisor Option Amounts Provider by Inv. Provider (1) Fees Fees Fees Product

MFS Investment Management MFS Value A Fund 337,371.85$       0.68% + 0.35% = 1.03% $2,294 + $1,181 = $3,475

Principal Global Investors LargeCap S&P 500 Index Separate Account-R6 1,241,879.03$     0.05% + 0.26% = 0.31% $621 + $3,229 = $3,850

T.Rowe / Clearbridge Advisors LargeCap Blend II Separate Account-R6 3,484,546.21$     0.55% + 0.37% = 0.92% $19,165 + $12,893 = $32,058

Capital Research and Mgmt Co American Funds Growth Fund of America R3 Fund 904,630.63$       0.39% + 0.60% = 0.99% $3,528 + $5,428 = $8,956

DFA/Vaughan Nelson/LA Capital SmallCap Value II Separate Account-R6 821,845.48$       0.79% + 0.44% = 1.23% $6,493 + $3,616 = $10,109

Goldman Sachs/LA Capital Mgmt MidCap Value I Separate Account-R6 1,363,899.01$     0.71% + 0.45% = 1.16% $9,684 + $6,138 = $15,821

Principal Global Investors SmallCap Blend Separate Account-R6 1,285,550.07$     0.42% + 0.49% = 0.91% $5,399 + $6,299 = $11,699

Principal Global Investors MidCap Blend Separate Account-R6 1,966,846.41$     0.36% + 0.45% = 0.81% $7,081 + $8,851 = $15,931

Emerald / Essex SmallCap Growth II Separate Account-R6 328,663.88$       0.79% + 0.37% = 1.16% $2,596 + $1,216 = $3,813

Turner/Mellon/Jacobs Levy MidCap Growth III Separate Account-R6 639,167.52$       0.70% + 0.43% = 1.13% $4,474 + $2,748 = $7,223

Principal Global Investors Diversified International Separate Account-R6 1,255,224.88$     0.40% + 0.66% = 1.06% $5,021 + $8,284 = $13,305

Principal Global Investors/DFA International SmallCap Separate Account-R6 875,672.37$       0.69% + 0.77% = 1.46% $6,042 + $6,743 = $12,785

Guaranteed Interest Account 5 year 673,976.46$       0.00% + 0.65% = 0.65% $0 + $4,381 = $4,381

Principal Global Investors Money Market Separate Account-R6 2,262,284.50$     0.18% + 0.38% = 0.56% $4,072 + $8,597 = $12,669

Principal Global Investors Bond and Mortgage Separate Account-R6 2,466,756.28$     0.26% + 0.45% = 0.71% $6,414 + $11,100 = $17,514

Edge Asset Management, Inc. Government & High Quality Bond Separate Account-R6 1,900,779.88$     0.20% + 0.36% = 0.56% $3,802 + $6,843 = $10,644

FEES PAID THROUGH INVESTMENT OPTIONS (2): $21,809,094.46 $86,685 $97,546 $184,232

FEES PAID AS A PERCENTAGE OF TOTAL ASSETS: 0.40% 0.45% 0.85%

(1) These are amounts received by The Principal and taken into consideration in setting the price for the investment and service package.  
These fees apply to the investment option before published returns.  

(2) Total fees deducted from investment options include fees collected to provide services and investment options to the retirement plan.  It is 
an estimate based on the expected amount for each investment option as shown in the table above.  Actual fees will be dependent on investments
and services chosen by the plan or plan participants and the value of plan funds. 

Total Investment Expense - Net is the gross total investment expense less any fee waivers, reimbursements, caps, or reduction of expenses   
for fund level expenses, as well as any operating expenses.The expenses, as a percentage of net assets, actually borne by the fund, 
including interest expense.

Southwest Power Pool

The investment options you are currently using have fees deducted prior to calculating the published investment return.  In other words fees are already reflected in the investment's share price and historical performance results.  These amounts 
may be used to help cover the costs of providing professional investment management, the costs of marketing the investment option, and the costs of the plan's recordkeeping and service package.

As a Percentage As a Dollar Amount

Attachment A:   Detail of Fees from Investment Options

+ = + =



Disclosures

Fixed-income and asset allocation investment options that invest in mortgage securities subject to increased risk due to real estate exposure.

Southwest Power Pool

Asset allocation does not guarantee a profit or protect against a loss. Investing in real estate, small-cap, international, and high-yield investment options involves additional risks.

Equity investment options involve greater risk, including volatility, than fixed-income investment options. Fixed-income investment options are subject to interest rate risk, and their value will 
decline as interest rates rise.

High Yield Bond Investment Options - These investment options are subject to greater credit risk associated with high yield bonds.

Government Bond Investment Options - While the underlying securities of these investment options may be guaranteed by the U.S. government as to timely payment of principal and 
interest, these investment options are not guaranteed.

Real Estate Investment Trust Investment Options - These investment options are subject to some risks inherent in real estate and Real Estate Investment Trusts, such as risks associated 
with general and local economic conditions.

Specialty Investment Options - Due to the sector focus of these investment options, they may experience greater volatility than funds with a broader investment strategy.  These investment 
options are not intended to serve as a complete investment program by itself.

Index Investment Options -  Each index-based investment option is invested in the stocks of the index it tracks.  Performance of indexes reflects the unmanaged result for the market 
segment the selected stocks represent.  There is no assurance an index based investment option will match the performance of the index tracked. 

Small-Cap Investment Options - These investment options are subject to more fluctuation in value than other investment options with stocks of larger, more stable companies.

Money Market Investment Options - These investment options are not guaranteed by the Federal Deposit Insurance Corporation (FDIC), or any other government agency.  Although the 
investment options seek to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in the investment options.

International Stock Investment Options - These investment options are subject to additional risk due to fluctuating exchange rates, foreign accounting and financial policies, and other 
economic and political environments.

Must be accompanied by disclosures on the following page.

Insurance products and plan administrative services are provided by Principal Life Insurance Company. Principal Investors Fund is distributed by and securities offered through Princor Financial 
Services Corporation, 800-547-7754, member SIPC. Princor and Principal Life are members of the Principal Financial Group, Des Moines, IA 50392.

The Guaranteed Interest Investment is the guaranteed portion of the insurance contract and provides a guaranteed interest rate for specified periods of time.  As an insurance guarantee, this 
option does not have a fixed investment management fee or expense ratio; those are concepts unique to investment products.  Rather, the guarantee is backed by the General Account of 
Principal Life Insurance Company.  The calculation of each guarantee includes some amount of expected costs and expenses.  While we target a certain level of expense, there are many factors 
that can change our actual cost of providing the guarantee.  This can include factors such as changes in the interest rate environment.  While it is impossible to know the actual expense due to 
these factors, Principal Life Insurance Company, as a provider of administrative services to the plan, assumes that it will receive 65 basis points (from the expense built into the Guaranteed 
Interest Investment) as part of the overall fee arrangement a plan pays for services from Principal Life.

Total Cost represents the sum of Weighted Average Investment Expense and Annual Plan Fees.

The term Investment Advisor in the context of this material may be an actual investment advisor or sub-advisor, to a mutual fund or separate account; or an investment advisor or sub-advisor to 
an underlying mutual fund. 

** This document illustrates fees applicable to the plan identified above.  This is for illustrative purposes only and does not affect or alter any past, present or future agreement or understanding.

Total Investment Expense - Net is the gross total investment expense less any fee waivers, reimbursements, caps, or reduction of expenses for fund level expenses as well as any operating 
exppenses.  The expenses, as a percentage of net assets, actually borne by the fund, including interest expense.

For a Separate Account investment option, Total Investment Expense equals the sum of these expenses: (a) the amount of money, expressed as a percentage, deducted for the costs of 
managing a separate account and where applicable, fees for plan administrative services and agent compensation, plus (b) if the separate account invests in an underlying mutual fund, the total 
fund operating expenses of the underlying mutual fund, plus (c) if an underlying mutual fund invests in other mutual funds, the weighted-average management fee of those other mutual funds, 
as listed in the most recent prospectus. The actual Total Investment Expense may change if an underlying mutual fund's allocation of assets to other mutual funds changes.

Annual Plan Fees are expenses (other than Total Investment Expense) paid directly by the plan sponsor or deducted from participant accounts.

Before investing in mutual funds, investors should carefully consider the investment objectives, risks, charges and expenses of the funds. This and other information is contained in the free prospectus, which can be obtained from 
your local representative or by contacting us at 1-800-547-7754. Please read the prospectus carefully before investing.

* Sub-Advised Investment Options include Separate Accounts available through a group annuity contract with the Principal Life Insurance Company. Insurance products and plan administrative 
services are provided by Principal Life Insurance Company a member of the Principal Financial Group, Des Moines, IA 50392. See the group annuity contract for the full name of the Separate 
Account. Certain Separate Accounts may not be available in all states.
Securities are offered through Princor Financial Services Corporation, 1-800-547-7754, member SIPC and/or independent broker dealers.  Securities sold by a Princor Registered Representative 
are offered through Princor®.  Princor and Principal Life are members of the Principal Financial Group®, Des Moines, IA 50392. 
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Defined Contribution Plan 
 
 

INVESTMENT POLICY STATEMENT OF 
 
Southwest Power Pool Thrift Plan (hereinafter referred to as “the Plan”) 
 
I. PURPOSE OF THIS STATEMENT 
 
The Plan’s Named Fiduciary, Trustee of Southwest Power Pool Thrift Plan, on behalf of the Plan 
Sponsor, Southwest Power Pool, Inc., hereby establishes the following policy for administering 
the Plan’s investment program. The Investment Policy Statement (“the Statement”) sets forth the 
investment objectives and guidelines that will be applied within the investment program to insure 
the Plan is managed in a manner consistent with the Plan document and applicable statutory 
requirements.  By establishing and communicating clear investment guidelines and objectives, 
the Plan Sponsor can enhance the effectiveness of the Plan’s investment program and thereby 
contribute to the overall goal of retaining and recruiting employees by delivering an attractive, 
low-cost retirement program. 
 
The Named Fiduciary reserves the right to amend this Statement at any time as deemed prudent 
or necessary.  Should any amendment to this Statement be required due to changes in the Plan 
document or a change in applicable law, the Named Fiduciary shall have due time to review such 
changes and prepare and implement an appropriate amendment.  Because of the dynamic nature 
of the economic environment, developments in financial theories, and advances in technology, 
this Statement will be examined by the Named Fiduciary from time to time on a formal or 
informal basis and may, as a result of such examination, be revised by the Named Fiduciary. 
 
II. INVESTMENT OBJECTIVES 
 
The primary objectives of the Plan’s investment program are as follows: 
 

• Program Quality - Provide quality investment options that generate a high level of 
participation and satisfaction for participants.  

 

• Participant Control – Allow Plan participants to exercise control over their retirement 
accounts by providing them the ability to direct the investment of account assets.  In doing 
so, the Plan intends to meet the “safe harbor” requirements of ERISA §404(c) and applicable 
regulations by providing sufficient investment vehicles to allow participants significant 
discretion in selecting an asset allocation reflecting their unique situation, risk profile and 
return objectives. 

 

• Diversification – Offer participants access to an appropriate range of prudent investment 
options enabling them to construct a well-diversified portfolio. In selecting these investment 
options, the Named Fiduciary can materially affect the potential level and variability of 
returns on amounts in the participants’ investment accounts. The availability of suitable 
investment options will allow Plan participants to materially affect the potential returns on 
amounts in their accounts, control the degree of risk to which such amounts are subject, and 
create a portfolio with aggregate risk and return characteristics normally appropriate for Plan 
participants and which, through diversification, will minimize the Plan particpant’s overall 
investment risk.  
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 III. INVESTMENT GUIDELINES 
 

The Plan Sponsor has established the following guidelines for administering the Plan’s 
investment program: 

 
A. Diversification 
 

The Named Fiduciary will make available to the Plan’s participants at least three 
broadly diversified investment options, each of which shall offer materially different risk 
and return characteristics.  

 
B. Investment Categories  

 

All classes or categories of investments allowed by ERISA as acceptable investment 
choices may be considered by the Named Fiduciary in determining the investment 
options to be made available to the Plan’s participants. The Named Fiduciary may, as it 
deems appropriate, select and make available to the Plan’s participants investment 
options in the form of commingled funds, such as insurance company separate accounts, 
mutual funds, and bank collective trusts, from any or all investment categories listed 
below, in addition to guaranteed or stable value investments.  
 
The following asset classes are permitted for Plan investment options: 
 

1. Stable Value – portfolio comprised primarily of short-term, high quality debt 
securities including money market funds, stable value funds, and guaranteed 
interest arrangements. 
 

Strategic Purpose: Stable returns, income, diversification 
 

2. Domestic Fixed Income - portfolios primarily composed of debt securities issued 
by the U.S. government, U.S. government sponsored/related agencies, and U.S. 
domiciled corporations.  Investment options may include all quality ranges (high, 
medium and low), all durations (short, intermediate and long), be broadly 
diversified or concentrated (sector funds), and be either actively or passively 
managed (indexed). 

 

Strategic Purpose: Income, diversification, deflation hedge 
 

3. International or Foreign Fixed Income – portfolio composed primarily of debt 
securities issued by foreign governments, foreign government sponsored/related 
agencies, and foreign corporations.  Investment options may include all quality 
ranges (high, medium and low), all durations (short, intermediate and long), be 
broadly diversified or concentrated (sector funds), be either actively or passively 
managed (indexed), and may or may not use currency hedging. 

 

Strategic Purpose: Income, diversification 
 

4. Real Estate – portfolio consists primarily of investments providing direct equity 
interest in real estate investment vehicles including real estate investment trusts of 
all types and other commingled real estate equity investment vehicles. 

 

Strategic Purpose: Income, diversification, inflation hedge 
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5. Domestic Stock - portfolios composed primarily of the common stocks of U.S. 
domiciled corporations. Investment options may include different sizes (large-cap, 
mid-cap and small-cap) and styles (value, growth and blend). Such options may 
be broadly diversified or concentrated (sector funds), and may be either actively 
or passively managed (indexed). 

 

Strategic Purpose: Long-term growth 
 

6. International or Foreign Stock – portfolios composed primarily of the common 
stocks of corporations domiciled outside of the U.S. Investment options may 
include different regional and emerging markets funds, a variety of sizes (large-
cap, mid-cap and small-cap) and styles (value, growth and blend), be broadly 
diversified or concentrated (sector funds), be either actively or passively managed 
(indexed), and may or may not use currency hedging. 
 

Strategic Purpose: Long-term growth, diversification 
 

7. Balanced/Asset Allocation – portfolio consists primarily of significant 
proportions of both equities and fixed income investments. 

 

Strategic Purpose: Long-term growth, risk reduction (via tactical rebalancing)  
 

C. Selection of Investment Managers and Investment Options  
 

The Named Fiduciary and/or a designated independent investment manager/advisor 
shall select investment options based on the evaluation of qualitative and quantitative 
factors. The review process will focus on the following five key aspects of an 
investment management firm and investment option:  
 
1. Organization – evaluate the key elements of an efficient and successful investment 

management organization such as stable firm ownership, clear business objectives, 
industry reputation, and experienced and talented investment staff.  

 
2. Investment Philosophy and Process – evaluate the key elements of a valid and 

well-defined investment approach such as unique sources of information, disciplined 
buy/sell decisions, systematic portfolio construction, and adequate risk controls. 

 
3. Resources – evaluate the state of current and proposed resources supporting the 

investment process including the quality and depth of research and the adequacy of 
information management, compliance and trading systems. 

 
4. Performance – evaluate historical returns and risks (3, 5, and 10 year horizons) 

relative to passive indexes, peer groups, and other competing firms.   
 

5. Management Fees – evaluate the proposed fee structure relative to the industry and 
other competing candidates. 

 
These factors are intended to insure that option selections are compatible with the 
requirements of ERISA §404(c), made with a prudent degree of care, and that excessive 
risk is avoided. Notwithstanding the above, the Named Fiduciary may also include other 
factors that they believe are appropriate for a specific manager/option selection exercise. 
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D. Monitoring of Investment Options 

  
The objective of the investment option monitoring process is to identify on a timely basis 
any adverse changes to the investment process by periodically evaluating a number of 
qualitative and quantitative factors. In addition, once adverse changes are identified, the 
monitoring process shall dictate the timing and manner of response by the Named 
Fiduciary and/or designated independent investment manager/advisor .advisor. 
 
The Named Fiduciary and/or designated independent investment manager/advisor shall 
evaluate the investment options at least annually, using the framework in (C) above, in 
addition to using any other factors the Named Fiduciary and/or designated independent 
investment manager/advisor believes are appropriate to the inquiry. These factors are 
intended to insure that the decisions to retain investment options are made with a prudent 
degree of care and that excessive risk is avoided.  
 
If results from the monitoring process indicate substandard investment performance or 
potentially adverse change in the investment process, the Named Fiduciary and/or 
designated independent investment manager/advisor may choose one of several courses of 
action including assigning the investment option a temporary probationary status known 
as the Watch List, undertaking an in-depth review, or terminating the investment option.   
 
Being placed on the Watch List is meant to convey increased level of concern about a 
particular issue or event, which if left unresolved, could endanger the future relationship. 
In these cases, the Named Fiduciary and/or designated independent investment 
manager/advisor may wish to recommend that participants suspend contributions to 
investment options on probation until the matter has been successfully resolved.  An in-
depth review may be undertaken as a result of the manager failing to rectify the issues that 
led to their placement on the Watch List, or in response to major adverse changes in the 
investment process, to the extent that the Named Fiduciary and/or designated independent 
investment manager/advisor seriously questions the firm’s ability to manage the portfolio 
going forward. The purpose of the in-depth review is to determine whether terminating the 
manager/option is an appropriate course of action. As with the investment options residing 
on the Watch List, the Named Fiduciary and/or designated independent investment 
manager/advisor may wish to recommend that participants suspend contributions until the 
in-depth review is completed. 
 
E.      Monitoring of Designated Independent Investment Manager/Advisor 
 

The Named Fiduciary shall evaluate the performance of the Designated Independent 
Investment Manager/Advisor using the framework in (C) above, in addition to using any 
other factors the Named Fiduciary believes are appropriate to the inquiry.  These factors 
are intended to insure decisions to retain the Designated Independent Investment 
Manager/Advisor are made with a prudent degree of care.   

 
If results from the monitoring process indicate substandard investment performance the 
Named Fiduciary may choose one of several courses of action including terminating the 
Designated Independent Investment Manager/Advisor.   
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 F. Elimination of Investment Options 
 

The Named Fiduciary and/or designated independent investment manager/advisor may 
eliminate a Plan investment option any time as the Named Fiduciary and/or designated 
independent investment manager/advisor deems it in the best interests of the Plan and the 
Plan’s participants and their beneficiaries. The Named Fiduciary and/or designated 
independent investment manager/advisor may also add, eliminate, or replace any Plan 
investment option as the needs of the Plan’s participants change, or for any other prudent 
reason. 
 
G. Proxy Voting 

 
To the extent that the responsibility for voting proxies of securities held in an investment 
option is not a responsibility of an investment manager, the proxies shall be voted in 
accordance with the Plan document(s) and in the best interests of the Plan participants. 



Health Care Reform
&

Southwest Power 
Pool

What You Need To 
Know





• Grandfathered Health Plans: Plans that were in effect 
on March 23, 2010 

• On June 14, 2010, Departments of Health and Human 
Services, Labor, & Treasury released interim final 
regulations clarifying grandfathered plan status

Health Care Reform 2010



• To Retain Grandfathered Status, Health Plans

Cannot significantly cut or reduce benefits

Cannot raise coinsurance charges

Cannot significantly raise co-pays

Cannot significantly raise deductibles

Health Care Reform 2010 cont’d



• To Retain Grandfathered Status, Health Plans

Cannot significantly lower employer contributions

Cannot add or tighten annual limits

Cannot change insurance carriers (self-funded plans 

can change Third Party Administrators)

Health Care Reform 2010 cont’d



•All Plans

Lifetime limits prohibited 

No “unreasonable” annual limits allowed

Extension of dependent coverage to age 26

No pre-existing condition exclusion for dependents 
under age 19

Rescission of coverage prohibited except for fraud or 
intentional misrepresentation 

Health Care Reform 2010 cont’d



• New Plans – Non-grandfathered

Participants may designate any network doctor, 
OB/GYN, or specialist as PCP

Prohibition on plan requiring prior authorization 
for women to see OB/GYN

Provide emergency services without prior 
authorization as an in-network service

Cover preventive benefits with no deductibles or 
other cost-sharing

Health Care Reform 2010 cont’d



• New Plans – Non-grandfathered

Provide coverage to individuals participating in a 
clinical trial

Adopt new standards governing appeals 
processes for group health plans, including both 
internal and external appeals

Prohibit group health plans from establishing any 
eligibility rules for health care coverage that have 
the effect of discriminating in favor of higher-
wage employees

Health Care Reform 2010 cont’d



•Employers must include the aggregate cost of employer 
sponsored health plans on W-2’s

•Increased penalty for non-qualified distributions from 
Health Savings Accounts from 10% to 20%

•Over the counter drugs are no longer an eligible 
expense for HSA, HRA and FSA’s unless prescribed by 
a physician

Health Care Reform 2011



•Employers must provide a summary of benefits and 
coverage explanation to all enrollees that meet specified 
criteria

May not exceed four pages
Provided in paper or electronic form
$1,000 fine for willful failure to provide the required 
information 
Must continue to provide SPD’s

Health Care Reform 2012



•Employer must supply employees with written notice 
regarding:

Existence of the insurance exchange 

Services supplied by the exchange

How the employee may contact the exchange

Available subsidies to purchase insurance

Health Care Reform 2013



•Individual mandate requires most American citizens and 
legal residents to purchase qualified health insurance

•Violators are subject to an excise tax penalty the higher 
of:

Flat dollar amount ($95 in 2014, $325 in 2015 & 
$695 in 2016)
Percentage of the individuals income (1% in 2014, 
2% in 2015, & 2.5% in 2016)

Health Care Reform 2014 



•Each state required to have an exchange to facilitate the 
sale of qualified benefit plans to individuals 

Five levels of coverage offered
Maintain a call center and website
Provide consumer information
Submit financial reports
Comply with oversight investigations

Health Care Reform 2014 cont’d



•Exclusions based on pre-existing conditions will be 
prohibited for all markets

•Eligibility requirement reduced to 30 hours per week 
from 35 hours per week

•All health plans must provide coverage documentation 
to individuals and the IRS

Health Care Reform 2014 cont’d



Health Care Reform

• Large employers (200+) required to auto-enroll new 
employees into company health plan (employee may 
opt out)

• FSA contributions are limited to $2,500

• Employers with more than 50 full-time employees may 
not impose a waiting period in excess of 90 days for 
coverage

2014 cont’d



If coverage offered, it must be “qualified” and “affordable”

A qualified plan includes “essential benefits” and is 
expected to pay at least 60% of the allowed charges

An affordable plan must not exceed 9.5% of 
employee’s household income

Health Care Reform 2014 cont’d



Health Care Reform Cost Analysis

Low Income Premium Subsidy Tax Credit Table

$38,815 = 2008 Average Arkansas Household Income

2014 cont’d

% of FPL Max. % Single 
Income

Maximum 
Single 

Premium

Family of 4 
Income

Maximum 
Family of 4 
Premium

133% 3.00% $14,404 $36.01 $29,327 $73.32

150% 4.00% $16,245 $54.15 $33,075 $110.25

200% 6.30% $21,660 $113.72 $44,100 $231.53

250% 8.05% $27,075 $181.63 $55,125 $369.80

300% 9.50% $32,490 $257.21 $66,150 $523.69

400% 9.50% $43,320 $342.95 $88,200 $698.25



•If employers do not offer health insurance, they must 
pay an annual fine of $2,000 per employee minus the 
first 30 full-time employees if one employee is eligible for 
an exchange subsidy

•If an employer does offer coverage but it is not qualified 
AND affordable, the employee can opt out. Employer is 
fined $3,000 for each opt out who receives a subsidy up 
to a maximum of $2,000 times every full-time employee

Health Care Reform 2014 cont’d



•Opt-out voucher – “Employee free choice voucher” –
Employees paying between 8% and 9.8% of income for 
coverage may opt out and take their employer’s 
contribution in the form of a voucher

•Employee can keep amounts of the voucher in excess of 
the cost of coverage elected in an exchange without 
being taxed on the excess amount

Health Care Reform 2014 cont’d



Health Care Reform Cost Analysis

Free Choice Voucher Qualification Table

2014 cont’d

% of FPL Single 
Income

8.0% 
Monthly

9.8% 
Monthly

Family of 
4 Income

8.0% 
Monthly

9.8% 
Monthly

100% $10,830 $72.20 $88.45 $22,050 $147.00 $180.07

150% $16,245 $108.30 $132.67 $33,075 $220.50 $270.11

200% $21,660 $144.40 $176.89 $44,100 $294.00 $360.15

250% $27,075 $180.50 $211.11 $55,125 $367.50 $450.19

300% $32,490 $216.60 $265.34 $66,150 $441.00 $540.23

400% $43,320 $288.80 $353.78 $88,200 $588.00 $720.29



•Employer wellness plans

Increases the value of incentives to 30% of the 
single premium

With HHS discretion to increase cap to 50%

Health Care Reform 2014 cont’d



•40% excise tax on “Cadillac plans” with values 
exceeding certain dollar amounts

$10,200 for individual coverage

$27,500 for family coverage 

Health Care Reform 2018



•Southwest Power Pool HCR Strategy
Retain Grandfathered status as long as feasible

Modify plan as needed to comply with HCR

Keep employee contributions below 8% of 
household income (W-2 income?)

Implement health management strategy

Implement communication strategy to build 
awareness and engagement around SPP 
commitment to excellent benefits

Health Care Reform 2018



THANK YOU

www.stephensinsurance.com

Insurance products offered through Stephens Insurance, LLC. Securities offered through Stephens Inc. Member NYSE, SIPC.  
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SOUTHWEST POWER POOL RETIREE HEALTHCARE 
FUND 

 
INVESTMENT POLICY STATEMENT 

 
July 202, 200910 

 
 
1.01 PURPOSE OF THIS STATEMENT 
 
The Human Resources Committee (“the HRC”) of the Southwest Power Pool, Inc. 
Board of Directors, on behalf of Southwest Power Pool, Inc. (“the Fund Sponsor”), 
hereby establishes the following policy for administering the Southwest Power Pool 
Retiree Healthcare Fund (“the Fund”) investment program. The Investment Policy 
Statement (“the Statement”) sets forth the investment objectives and guidelines that will 
be applied within the investment program to insure that the assets of the Fund are 
managed in a manner designed to meet the objective of funding postretirement 
healthcare benefits for eligible retirees of Southwest Power Pool, Inc.  In addition, the 
Statement is to provide a framework for management of the assets of the Fund within 
levels of risk acceptable to the HRC and the Southwest Power Pool, Inc. Board of 
Directors.  The Statement provides the investment manager(s) with a written statement 
of specific quality, quantity and rate or return standards.   
 
This Statement is based on the “prudent expert rule” to ensure all fiduciaries under the 
Plan act with skill, care, prudence, and diligence.  It is expected that decisions related to 
management of the Plan and its assets will follow a careful, skillful, prudent and diligent 
process. 
 
1.02 AMENDMENTS TO THE STATEMENT 
 
The HRC reserves the right to amend this Statement at any time as deemed prudent or 
necessary.  Should any amendment to this Statement be required due to actions of the 
Southwest Power Pool, Inc. Board of Directors or a change in applicable law, the HRC 
shall have due time to review such changes and prepare and implement an appropriate 
amendment.  Because of the dynamic nature of the economic environment, 
developments in financial theories, and advances in technology, this Statement will be 
examined by the HRC from time to time on a formal or informal basis and may, as a 
result of such examination, be revised by the HRC. 
 
1.03 BACKGROUND OF THE FUND  
 
The Fund was established by the Southwest Power Pool, Inc. Board of Directors 
effective January 1, 1996.  The purpose of the Fund is to cover a specific portion of the 
costs associated with providing postretirement healthcare benefits to eligible retirees of 
Southwest Power Pool, Inc.   
 
 
1.04 FUND PROFILE  
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The Fund was established to receive assets from the Fund Sponsor.  Thereafter, assets 
in the Fund are used to offset a specific portion of the health insurance premium 
payments attributable to eligible retirees of Southwest Power Pool, Inc. remaining in the 
Southwest Power Pool, Inc. Group Health Insurance Plan following retirement.  
Earnings or losses of the Fund are not subject to taxation.   
 
1.05 FUND FUNDING  
 
The HRC has established a desired funding level of the Fund equal to the Accumulated 
Benefit Obligation  The Fund Sponsor contributes periodic funds to the Fund based on 
guidance provided by the Fund’s actuary and decisions made by the HRC and accepted 
by the Southwest Power Pool, Inc. Board of Directors.  It is expected that the Fund 
Sponsor will continue to make periodic contributions to the Fund into the foreseeable 
future.     
 
 
2.01 INVESTMENT OBJECTIVES 
 
The overall objective of this Statement is to provide guidance for the investment of 
contributions and other Fund assets and to help maintain adequate funding for Fund 
liabilities. The HRC will utilize a portfolio approach when evaluating Fund return, risk, 
and cost. 
 
2.02 RETURN OBJECTIVES  
 
The primary goal is to obtain a return annualized over the preceding five calendar years 
equal to or exceeding the actuarially assumed rate of return (currently 7%).  Long-term 
returns above the actuarially assumed rate may serve to reduce the periodic funding 
required of the Fund Sponsor.   
 
2.03 RISK OBJECTIVES  
 
The Fund assets will be managed with an average to above average risk profile.  
Currently the Fund liabilities are relatively long-term in nature with minimal near term 
liquidity requirements, allowing for volatility above what one would expect from a 
portfolio with an allocation of 70% equity and 30% fixed income.   
 
Investments held by the Plan should at all times have readily available prices and 
sufficient trading volume so that investments can be bought and sold easily without 
significantly impacting the price of the investments..   
 
2.04 COST OBJECTIVES  
 
The HRC will strive to maintain the costs of funding and administering the Fund at a 
reasonable level and consistent with market costs for engaging qualified professionals 
to provide asset management and administration services.  
2.05 ASSET ALLOCATION  
 
The assets of the Fund will may be invested in the following asset classes: 
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Cash:  Comprised of demand deposit accounts, savings accounts, money market 
accounts, debt instruments with maturities of 3 months or less 
 
Debt Securities:  U.S. Dollar denominated fixed income securities including, but not 
limited to, Government and Agency issues, mortgage and asset backed securities, and 
corporate issues, or investment in professionally managed funds investing in the 
previously mentioned types of securities. Although fixed income investments rated less 
than investment grade are permitted, the average credit quality of the aggregate fixed 
income allocation should be investment grade 
 
U.S. Equities:  Common and preferred equity securities of companies domiciled in the 
United States or in professionally managed funds investing in the previously mentioned 
securities 
 
International Securities: Direct investment or investment in professionally managed 
funds investing in common and preferred equity securities and debt securities of 
companies domiciled outside of the United States.  Security issues of non U.S. 
domiciled entities may be acquired either through U.S. exchange traded American 
Depository Receipts or directly through non U.S. based exchanges. In no event will the 
market value of International Securities holdings exceed 20% of the market value of the 
Plan Assets.   The HRC will review the total international security holdings of the plan 
annually and determine if the level of holdings is appropriate.  The HRC may direct the 
investment managers to increase or reduce international security holdings at any 
time.Investment in professionally managed funds investing in common and preferred 
equity securities and debt securities of companies domiciled outside of the United 
States. 
 
Derivative Instruments: No direct investment in derivative instruments is permitted, 
although investment is permitted in professionally managed funds that do use 
derivatives. Funds making use of derivatives must specifically prohibit the use of 
derivatives to achieve leverage. 
 
In aggregate, the assets of the Plan shall target the asset allocation ranges listed below: 
 
 
Security Description Lower Limit Target Upper Limit 
Cash 0% 5%  15% 
Debt Securities 2515% 25%  35% 
Equity Securities  60% 70%  80% 
 
 
The HRC will take appropriate action should the invested assets of the Fund stray more 
than 10% from the desired allocation. 
 
2.06 PROHIBITED INVESTMENTS 
 
The assets of the Plan shall not be used to invest in any investment not specifically 
permitted by this Statement. The Named FiduciaryHRC does not limit investments in 
specific entities except as noted above. Investment managers are allowed to invest in 
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electric utilities, including members of the Named FiduciaryHRC, should they wish 
without restrictions. The Named FiduciaryHRC shall not be permitted to direct any 
investment manager to invest in any particular individual security nor require the 
investment manager to provide notice to the Named FiduciaryHRC prior to making 
investments permitted by this Statement. 
 
3.01 SELECTION OF MONEY MANAGER(S) 

 
The HRC shall select investment managers and, where appropriate, investment options 
based on the evaluation of qualitative and quantitative factors. The manager selection 
process will focus on the following five key aspects of an investment management firm 
and investment option:  

 
1. Organization – evaluate the key elements of an efficient and successful 

investment management organization such as stable firm ownership, 
clear business objectives, industry reputation, and experienced and 
talented investment staff. 

 
2. Investment Philosophy and Process – evaluate the key elements of a 

valid and well-defined investment approach such as unique sources of 
information, disciplined buy/sell decisions, systematic portfolio 
construction, and adequate risk controls. 

 
3. Resources – evaluate the state of current and proposed resources 

supporting the investment process including the quality and depth of 
research and the adequacy of information management, compliance and 
trading systems. 

 
4. Performance – evaluate historical returns and risks relative to passive 

indexes, peer groups, and other competing firms.  
 

5. Management Fees – evaluate the proposed fee structure relative to the 
industry and other competing candidates. 

 
These factors are chosen to insure that manager/option selections are made with a 
prudent degree of care, and that excessive risk is avoided. Notwithstanding the above, 
the HRC may also include other factors that may be appropriate to a specific 
manager/option selection exercise.  
 
3.02 ACKNOWLEDGEMENT OF FIDUCIARY RESPONSIBILITY  
 
Any and all investment managers selected to invest the assets of the Plan will be 
required, as a condition of their selection, to acknowledge their fiduciary status and 
responsibility to the Plan, in writing. This requirement shall not require the investment 
manager of a mutual fund in which the Plan invests to acknowledge fiduciary status 
 
3.03 MONITORING THE INVESTMENT MANAGER  

 
The objective of the investment manager monitoring process is to identify on a timely 
basis any adverse changes to the investment manager’s organization or investment 
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process by periodically evaluating a number of qualitative and quantitative factors. In 
addition, once adverse changes are identified, the monitoring process shall also dictate 
the timing and manner of response. 

 
The HRC shall evaluate the investment managers/options at least annually using the 
framework in 3.01 above, in addition to using any other factors the HRC believes are 
appropriate to the inquiry. These factors are intended to insure that decisions to retain 
investment managers/options are made with a prudent degree of care and that 
excessive risk is avoided.  

 
If results from the monitoring process indicate substandard investment performance or a 
potentially adverse change in the investment manager’s organization or investment 
process, the HRC may choose one of several courses of action including assigning the 
investment manager/option a temporary probationary status known as the Watch List, 
undertaking an in-depth review, or terminating the investment manager/option.   

 
Being placed on the Watch List is meant to convey the HRC’s increased level of 
concern about a particular issue or event, which if left unresolved, could endanger the 
future relationship. An in-depth review may be undertaken as a result of the 
manager/option failing to rectify the issues that led to their placement on the Watch List, 
or in response to a major adverse change in the investment manager’s organization or 
investment process to the extent that the HRC seriously questions the firm’s ability to 
manage the portfolio going forward. The purpose of the in-depth review is to determine 
whether terminating the manager/option is an appropriate course of action. 
 
3.04 TERMINATION/REPLACEMENT OF INVESTMENT MANAGERS 

 
The HRC may eliminate or replace the investment manager/option any time the HRC 
deems it in the best interests of the Fund.  



 

Southwest Power Pool, Inc. 
HUMAN RESOURCES COMMITTEE  

Future Meetings and Agendas 
October 25, 2010 (Monday) 
Kansas City, Missouri 
Agenda Items: 

• Review final report of 2010 Total Compensation Survey 
• Review training and development programs 
• Review HR Committee effectiveness 

 
January 18, 2011 (Tuesday) 
Location: Dallas, TX – Love Field Conference Center 
Agenda Items: 

• Approve funding for 2010 Performance Compensation Plan 
• Review SPP President 2010 performance and propose 2011 compensation 

 
April 25, 2011 (Monday) 
Tulsa, OK 
Agenda Items: 

• Review SPP Benefits Program  
• Review SPP Compensation Plans 
• Review 2010 Performance Compensation Process/payout 
• Review HRC Scope 

 
July 25 & 26 2011 (Monday & Tuesday) 
HRC Planning Retreat  
Little Rock, Arkansas 
Strategic HR Planning Session 

• Follow up on SPP Benefit Plans 
• Follow up on Compensation Plans 
• Approve 2012 Meeting schedule and agendas 
• Investment Management Meeting 

 Review Investment Policy Statements 
 Review/evaluate investment manager performance 
 Approve 2011 funding levels for retirement plans 

 
October 24, 2011 (Monday) 
Santa Fe, New Mexico 
Agenda Items: 

• Review training and development programs 
• Review HR Committee effectiveness 

Agenda Item 11  Page 1 of 1 
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<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice
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