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* The Piedmont Municipal Power Agency is a joint 

action agency formed by ten municipal electric 
utilities in the northwest section of South Carolina.  
Its mission is to assist its members in providing 
competitive electric energy and related services, 
and to contribute to the economic vitality of the 
member cities.  

PMPA owns 25 percent of the Catawba Nuclear 
Plant Unit Number Two and purchases additional 
power from Duke Power Company. The agency's 
corporate office is located in Greer, South Carolina.  

PP 
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agement 
YtLetter 

It is a pleasure to present PMPA's 1995 Annual Report. As in recent years, 1995 was 
dominated by anticipation of and planning for the changing industry in which we operate.  
PMPA's staff and board of directors have continued to place an increasing emphasis on these 
changes, and in evaluating the effects on the agency and its participants as well as the actions 
we can take to improve our competitiveness. Throughout this process, as is evidenced by 
the programs PMPA introduced this year, our efforts have focused on meeting the needs 
of the end-use electric customers and on understanding how we, as a joint action agency, 
can best assist our participants in meeting these needs.  

In December of 1994, PMPA's board of directors created a Task Force Working Group 
to conduct a strategic analysis on the agency's position in the changing electric utility 
industry. Throughout 1995, this group has worked extensively to develop an understanding 
of how the move to a deregulated market will evolve and how this move will affect PMPA.  
The working group is comprised of members of PMPA's staff, board of directors, engi
neering consultants, legal advisors, and financial advisors. Early on in the strategic analysis 
process, the working group realized that advice and input from industry leaders from various 
sectors of the economy would be invaluable, and in March of 1995 created the Task Force 
Advisory Council. The advisory council is comprised of executives from all sectors of the 
utility industry, the financial community, engineers, and legislative representatives from 
across the nation. This influential group of executives met 4 times in 1995 to review the 
work of the working group and offered guidance, opinions, and advice that have helped to 
shape PMPA's strategic plan into a living, working, flexible plan that will guide the agency 
and its participants into the new era of electric utility competition.  

In November 1995, the working group presented its initial findings to the board of 
directors at its annual planning meeting and solicited input from the local level on how the 
plan had developed up to that time. It was reported at this meeting that the final analysis 
would be completed by Spring 1996.  

As the agency progressed in its planning process, several actions that could better position 
PMPA and its participants became clear. These actions will make an impact regardless of 
the outcome of the industry changes. Over the course of 1995, the board of directors has 
authorized the following actions: 

+- Hiring a Public Affairs Coordinator and a Power Marketer, 
- Implementing a financial accounting system for participants that identifies the true 

cost of service for each utility and provides a tool for establishing appropriate transfers to 
the city fund and utility subsidies, 

4 Conducting industry visits to track concerns of the largest electric users on the 
participants' systems, 

+ Participating in the development of a region wide Automated Interchange and Matching 
System (AIMS) for the sale of excess energy on an hour-by-hour basis, and 

+ Developing a Load Demand Monitoring and Scheduling System (LDMSS).  
Additionally, there have been several industry events that PMPA responded to in 1995 that 

play a significant role in the potential competitiveness of our members. One such event was 

the federal government's consideration of privatizing the Power Marketing Administrations 

(PMAs). In 1995, PMPA's participants received 48.2 megawatts of electricity from the 

Southeastern Power Administration (SEPA), representing approximately 12% of the 

participants' total demand. It is estimated that this energy would cost PMPA participants 
an additional $2 million annually to replace and is, accordingly, a resource that we do not 
want to see eliminated. In response to the President's and Congress's considerations, 
PMPA has supported and participated in the lobbying efforts of the American Public Power 
Association (APPA) and the Southeastern Federal Power Customers group to prevent the 
sale of the PMAs. In addition, the agency has worked to educate the participants, their 

governing boards and the public of the importance of SEPA and how they could participate 
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in efforts to prevent the sale. At the end of 1995, the federal government had suspended 
its consideration of selling these public power assets; however, PMPA is committed to 
continuing to assure its interests are protected if this issue should resurface.  

A second industry event affecting PMPA in 1995 was the filing of an Open Access 
Transmission Tariff by Duke Power Company. PMPA, in response to the filing, has stated 
that the tariff, as written, does not mitigate Duke's market power over PMPA or the other 
joint owners of Catawba. Furthermore, there was concern that Duke would be able to 
withhold or overprice necessary services to us and effectuate sales to others while restricting 
PNIPA's access to the market. At the end of the year, FERC granted Duke's right to sell at 
market rates and set a hearing for rate levels. PMPA plans to participate in the hearing and 
has requested a re-hearing of the FERC order.  

On June 29, 1995 the Catawba Nuclear Station celebrated its tenth year of operation.  
Accomplishments at the plant during the year included the completion of a record run at 
Unit 1 of 393 days, record refueling outages approaching a very short 40 days, and high 
capacity and availability factors. The two unit Catawba Station achieved 84.41% availability 
and 84.27% capacity factors for the year. Catawba has also ranked 
high in the Utility Data Institutes' rankings of top nuclear plants in 
regard to production costs and was ranked as 11th in the most recent 
listing based on a three year average of costs from 1992 to 1994.  
Catawba's costs are noted at 1.57 cents/KWHR compared to the 
industry average of 2.5 cents/KWHR.  

PMPA's ten participants used 1,760,088 megawatt-hours of 
electricity in 1995 and reached a peak demand of 388 megawatts 
in August. The minimum demand for the year was 233 megawatts.  

During the year, progress continued on the Steam Generator 
Replacement Project, scheduled for May 1996. The replacement 
generators, manufactured by Babcock & Wilcox International, 
were assembled in Cambridge, Ontario and shipped to the 
Catawba site at year end.  

On the financial front, 1995 was a relatively level year. The agency 
issued no refundings during the year and at the end of the year had 
outstanding debt of $1.3 billion. At year end, PMPA designated Bankers Trust of New York PMPA Chairman 
as the agency's bond trustee. The move was necessitated by NationsBank's termination of the Board, 
of its Trust Department. The agency earned $36.5 million in interest income, and received David V Duncan 
$87 million in payments from the participants and $61 million in payments from other o 
utilities. Additionally, the agency reached a settlement with Duke Power Company over the of Geer w/ 
formula used to calculate supplemental power costs. The settlement will result in millions James A. Bauer; 
of dollars of savings over the next four years. General Manager.  

This past year has been one of intense study and planning, and one of strategic positioning.  
We recognize that in order to meet the challenges of a deregulated market we must take 
action to prepare for it today. We have put in place systems to allow PMPA and its participants 
increased access to the power supply market. We have begun efforts to address legislative 
issues that will affect our competitiveness as the industry continues to evolve. We have 
reached out to our communities in an on-going attempt to educate and motivate them to 
become active in the local utility and its future. And we are continuing to track the industry, 
the development of competition, and what we must do to assist our participants in 
succeeding in that environment, however it develops. Through these actions, efficient 
operations at Catawba, and responsible financial management we believe that together 
PMPA and its participants can meet the challenges ahead.  

David V. Duncan, Chairman, Board of Directors 

James A. Bauer, General Manger, PMPA.  
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her Cities 
EVILLE +o CLINTON *. EASLEY 

NEY +. GREER +*: LAURENS :* NEWBERRY 

ROCK HILL + UNION +*: WESTMINSTER 

ard of Directors 
a ding left to right: David H. Krumwiede, Abbeville; Thomas 

herbert, Jr. (Vice Chairman), Union; J. Russell Allen, Rock Hill; 
Charles Litchfield, Clinton; David V. Duncan (Chairman), Greer; 
Coleman F. Smoak, Laurens. Seated left to right: Jack E. Millwood, 
Gaffney; Buck Marcengill, Westminster; Richard S. Hale, Easley; 
Charles Guerry, Newberry.  
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siness Leadership Embraces 
Public Power 

"There are patent reasons why municipal ownership should achieve 
its first success in the smaller municipalities. Here government lies close 
to the people. The officials are known to evelyone," wrote economist 
John R. Commons nearly 100 years ago, "They are accessible to the 
personal complaints of everyone.. .the result is a constant effort on the 
part of officials to meet the demand for efficiency and economy." 

At the turn of the century, people in small towns and cities 
in South Carolina and across America were eager to experience 
the many wonders electricity had to offer. They created their 
own public power utilities, viewing electric power as a natural 
extension of services that ought to be provided by local 

government, services such as schools, parks, 
and public safety.  

NOW, moir than Almost one-hundred years later, the public power 
priority of meeting the public need has grown to 
include a concern for the economic well-being of 
all of the end users of electricity in the community
industry, local businesses, and individual citizens.  

/lils[ olmciltate0/1 The member utilities of PMPA are working 
together with local business and industry to 

a, incl to dIel r achieve a more efficient use of resources and 
to stimulate growth.  

///0/e ///fd bette As the electric utility industry prepares for the coming 
era of deregulation, these informal partnerships are 

s-cD ES b z)1* te ///f very important to municipal electric utilities. Now, 
more than ever, public power must concentrate on 

J Oa means to deliver more and better services by virtue 
of community ownership; management that fosters 
an understanding of important issues, local decision 
making in the best interest of the community, and 

customer-driven responsiveness are all hallmarks of the public 
power utilities of PMPA, and these hallmarks must continue to 
evolve as competition nears.  

No one can better attest to how much local business leadership 
embraces public power in the PMPA's member cities than local 
business people.  
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COMMUNITY OWNERSHIP 
Michael Garfield is the President of Garfield 

Corporation, a Greer company specializing in custom 
cabinetry, store fixtures, millwork, and commercial signage.  
The Garfield Corporation, which is celebrating its twenty
fifth anniversary this year, employs close to fifty.  

When asked about his relationship with the Greer 
Commission of Public Works over the years, Garfield 
responds enthusiastically, "They've been a wonderful company 
to deal with, they really have. I don't know of anything that 
I've had a problem with that they haven'tjumped right in. I 
guess probably I'd have to say they're more like a good neighbor 
than a utility company." 

What does the fact that the Greer CPW is owned by 
lidhaelGarfield, the people of Greer mean to an interested citizen and businessman like Michael 

Piesident of Garfield? "I have had the good fortune to tour their facilities, and I am very impressed 
Gafield that a city as small as Greer has all this infrastructure-its own treatment plants, sewer 
coiporation and water, its own gas distribution, its own electrical distribution. The CPW is just an 
in Gieer. integral part of the community. They seem to care what people want and what people need." 

FOSTERING UNDERSTANDING 
Another benefit of public power is that the local leadership is committed 

to two-way communication with the community. PMPA and its members 
understand that electric utility industry changes are necessitating changes on the 
local level. The local utilities will have to challenge current business practices, JoeR. Babb, 
make policy changes when appropriate, and communicate those changes to Administrator 

their customers. of the Alair/ha 

One PMPA member city where change is already underway is Laurens. Flaiiks Baptist 
The Laurens Commission of Public Works is currently under-going a Reileinententer 
restructuring so that revenue from the electric utility will eliminate electric in Lauirens.  
utility revenue subsidies of other Commission 
services and define payments to the city.  

During 1995, PMPA Finance Director Neal 
Keane visited the member cities to encourage 
the local utilities to adopt a cost of service rate 
setting policy similar to what is required of utilities 
regulated by the Public Service Commission. The 
approach helps identify any inter-utiity subsidies, 
ensures that all transfers of funds to the city are 
defined, and helps the local utility prepare for 
rising wholesale costs and increased competition.  

The Laurens Public Works Commissioners 
recognized that if electric utility industry 
deregulation occurred, increased competition 
would mean that electric systems would have to 
revise current financial policies in order to remain 
competitive. The Commissioners voted to 
restructure the organization to make each of its 
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utilities financially independent. As a result, gas rates will rise nominally, water 
and sewer rates will rise substantially, and electricity rates are anticipated to 
remain stable for the next five years. But because the Commission worked 
diligently to communicate why the restructuring was necessary and to explain 
the details of how it would work, the effort has met with little resistance.  

This type of restructuring not only helps keep the Laurens CPW more 
competitive, it protects the investment the people of Laurens have made in 
its infrastructure over the years. Commission of Public Works General Manager 
Coleman F. Smoak, Jr., says, "The Commissioners faced a tough decision as to 
whether to keep the status quo and let someone else deal with the growing problems in 
the future, or to make the necessary changes now. I think the Commissioners are looking 
out for the best interests of the people who elected them. This change may be painful in 
the short term, but it is the right thing to do, and it will pay off in the long term." 

Joe R. Babb, administrator of the Martha Franks Baptist Retirement Center 
in Laurens, is quick to point out the CPW's desire for open discourse, "I think 
their attitude is that they want to communicate with their customers. They want to hear 
fimn them, and they're interested in making them happy." 

In regards to the CPW restructuring, Babb says, "I thought the recent article in 
the Laurens Advertiser did an excellent job at explaining the Commission restructuring.  
And, of course, that information was provided by the commission in an effort to 
communicate to their customers what they were doing." He adds, "It makes good 
business sense to do what they're doing I think that people that take the time to read 
and understand and listen will understand what they're doing. You know, they may 
not be happy with the fact that they've got to pay more, but if they look at the long-term 
goals and the long-term effects, they will see that the CPW is trying to provide service 
not for rght now but for the future as well." 

LOCAL DECISION MAKING 
WI'iliam P.  

Perhaps the most valuable thing public power has in its favor is local control. Davis, Pnesident 
William P. Davis, president of Davis Electric Company, Inc., of Greenville, of Davis Electric 
can attest to that. Davis Electric does industrial, commercial, and multi-family company, Inc.  
electrical construction, working with different electric power providers across in Greenville.  
North and South Carolina and Georgia.  

According to Davis, there is a difference between 
utilities, "It is quite refershing to work with the smaller, 
public utilities that are customer-driven. 7hey want to work 
with you to help you. Sort of what I might call a merchandising 
utility that has a product to sell and is doing everything they 
can to give good service.  

As an example, Davis sites a 10,000 square-foot 
addition and 20,000 square-foot renovation to the 
Food Lion in the PMPA member city of Newberry. cc 1959 
"IVe had to get the power company involved to supply C 
additional capacity, which included new lines to the building, 
a new transformer and a connection at the transforner We 
then brought the service in from the transformer to a new switchboard. And, of course 
you just can't turn Food Lion off They close from about eleven o'clock and then have 
to reopen about seven the next morning. So to have the least affect on the grocery store, 
the changeover had to occur about five o'clock on Sunday morning." 
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Davis worked with Charles Guerry, Utility Director for the City of Newberry.  
"They were johnny-on-the-spot. It's quite pleasant to be able to deal with the man 
that's running the show.. .you know it's going to work well then. They agreed to get 
everything ready about four o'clock and not charge any overime-just something 
that you couldn't get done with a bigger power company. We have some flexibility in 
dealing with a utility like Newherry's that we don't have with the big ones. I can't 
express enough how they cooperated and how nice it is to work with people like them." 

PARTNERSHIPS 
The community ownership, easy accessibility, local decision-making and 

small size of most municipal utilities are all reasons why local business 
leadership embraces public power. Indeed, these advantages make it easy for 
leaders in business and industry to go beyond just doing business with their 
local utilities. These fundamental characteristics of public power facilitate 
partnerships between local businesses and their electric utility.  

Having the local electric utility as a partner 
benefits local businesses because they have an 
ally they can count on to help them conduct 
business more effectively. For the utility, 
partnering with local businesses is a way to 
ensure a high level of customer service through 
the customers' input, and the resulting strong 
relationships are of the utmost importance in 
the era of deregulation.  

An excellent example of local business 
leadership partnering with public power is 
Meco Metal Finishing USA, Inc. and the Rock 
Hill Utilities Department. Meco, located in 
Rock Hill's Airport Industrial Park, specializes 
in the selective electroplating of gold for use in 
the electronic industry. They are the largest 
gold plater for the sensor switches responsible 
for deploying air bags in automobiles.  

Ronald R. Papesh, the company's president, emphasizes the need for quality RonaldR Papesl, 

electricity provided by the Rock Hill Utilities Department. "When we're gold Piesideui of Ateco 

plating the contacts for the air bag to save lives, every contact has to be plated correctly. metai/ Finishing 

That's why the quality of electricity is so important to us. We run twenty-four hours- USA, Inc. in 

a-day, five days-a-week, three out of the four weekends each month, and any type of Rock Hil.  

interruption in power is disastrous." 
Papesh traces his company's relationship with the City of Rock Hill and 

the Utilities Department to before Meco began operations in Rock Hill in 

1988. "I guess the primary reason we are here in South Carolina and not North 
Carolina or some other place in the U.S., is just because of the working relationship 
that was established by the city when we first came into Rock Hill looking for a site.  
When you look at how our relationship has grown from that time, the utilities are just 
another offspring of that. They're just as keen today on maintaining that relationship 
through the service of electricity. So we like having a local partner." 

Papesh commends the Utilities Department for giving extra effort to achieve 
high customer satisfaction. "I think the key thing the Utilities Department has done 
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is they've listened, number one," says Papesh. "They've listened really to the consumer 
and to the needs, and were sincere, too. Not just going out and say, well, just go out 
there and listen to their complaints and come back and then hopefully it will solve itself 
They've really listened and come back with a corretive plan and implemented it. That's 
the important thing, they've actually taken steps to improve things." 

Overall, Papesh gives the Utilities Department high marks. "The key thing 
with them, they realize there is always room for improvement and then we work together 
to achieve that goal. They constantly have been improving now and continue to improve 
and work together for a good power quality. Andfrom what you read, they're very keen 
on what they can do to be competitive and to keep us competitive in our operating 
cost." To that end, Meco project engineer Robert Boyer adds, "The Utilities 
Department has installed some new monitoring equipment for us so we can get a better 
feelfor how we are consuming power. It gives us a better idea of how we're running 
our facility, so we can run at a better, more effective level." 

Obviously, Meco's partnership and cooperation with the Rock Hill's 
community-owned Utilities Department are integral parts of the company's 
success. But Papesh is quick to point out, "Probably the most important thing is 
the people. We've found that the people in this area make it a greatplace to live and work." 

CUSTOMER DRIVEN RESPONSIVENESS 
An advantage that smaller, publicly-owned utilities have 

over large, monolithic electric providers is that they can 
focus more attention on the individual customer. Being 
customer driven allows a utility to nurture relationships 
over a period of time, improving service and satisfaction.  

Paul Rushing, owner of McDonald's of Abbeville, says 
that Mark Hall and the employees of the City of Abbeville 
Public Utilities have a sincere concern for his well being 
and that of his business. "I think that they show a genuine 
care and interest in me and my business, because they have 
taken the time to get to know me. Mark Hall stops by frequently 
to see how everything is going," says Rushing.  

He adds, "By virtue of me knowing Mark Hall and his people by name, and them Paul Rushing, 
knowing my name, I can tell that they take the time to get to know their customers Owner and 
personally." Rushing contrasts that with bigger, more bureaucratic utilities, "It's Mfanager, 
not like my business is just business XYZ. The Utility Department knows me personally. McDonades 
I think they tiy to develop a relationship with customers, which makes it easier if a of A mbbevile.  
problem occurs. It's a lot easier when you can talk personally to someone you know." 

Over a century after the birth of public power, municipal utilities continue 
to promote commerce and civic self-sufficiency in the communities they 
serve. In the ten cities that came together to form the Piedmont Municipal 
Power Agency, local business leadership embraces public power for a variety 
of reasons-accessible management that fosters an understanding of important 
issues, local decision making in the best interest of the community, the 
willingness to form business partnerships, and customer-driven responsiveness.  
Whatever the specific reason, one remains constant above all others, excellent 
service from local people. That is what public power is all about.  
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rations 
Report 

Catawba Nuclear Plant 

The Catawba Nuclear Plant operated above expectations in 1995.  
The plant achieved a net capacity factor of 84.3% and a net availability 
of 84.4%. In February, Unit 1 completed a record run for the plant of 
393 days followed by a 41.6 day refueling outage. Unit 2 also experienced 
a refueling outage in October of 1995 that lasted 54 days. Both units are 
in a transition toward longer fuel cycles with a goal of having a refueling 
once every 18 months, as opposed to annually. Unit 1 is expected to reach 
its goal by 2000 and Unit 2 by 1998.  

Net Capacity Factor: Unit 1 E 88.2% Unit 2 E 80.4% Plant 0 84.3% 

Net Availability: Unit 1 U 88.1% Unit 2 E 80.8% Plant E 84.4% 

Steam Generator Update 

Preparations for the steam generator replacement at Unit 1 continued 
on schedule in 1995. At year end, the four replacement generators were 

shipped from the Babcock & Wilcox International manufacturing facility 
in Ontario, Canada to Catawba and arrived on-site in early January. They 
are being stored in on-site storage facilities that will also house the old 
steam generators after removal. The replacement is scheduled for May 
1996 with the total cost estimated to be $150 million. PMPA's share of 
the cost is $18.7 million. Payments for the replacement began in 1991 
and will continue through 1998. In 1995, PMPA paid $3.2 million toward 
its share of the replacement costs.  

The four replacement steam generators each weigh 400 tons, are 15 feet 
in diameter and 68 feet in length, equaling 7 stories tall when set upright 
in the reactor containment building. Each generator contains 6,633 tubes 
constructed of Inconel 690 thermally treated material. The replacement 

outage is expected to last about three and a half months.  

in 
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nergy and Demand 
he yearly peak demand occurred in August and was 387.8 megawatts, 

including purchases from the Southeastern Power Administration. Energy 
usage for the year was 1,760,088 megawatt hours. The participants received 
a total of 48.2 megawatts and 125,169 megawatt hours from SEPA in 1995.  

-* U 

1995 1994 1995 1994 
Energy Energy Peak Peak 
Usage* Usage* Demand* Demand

City (MiWH-) (MWH) (M~W) (Miw) 

Abbeville 1 52,450681.90 

Clinton 2 122,4512842. 25.  

Easley 3 229,928 218,677 52.7 40.9 

Gaffney 4 194,712 186,239 39.2 34.4 

Greer 5 182,735 168,589 41.5 36.0 

Laurens 6 98,770 93,885 23.3 20.2 

Newberry 7 149,636 143,823 30.9 29.1 

Rock Hill 8 555,411 1,5 2. o 

Westminster 10 30,158 2826 .1_ .  

1,760,088 1,667,343 387.7 340.2 
Agency Total Agency Total Agency Total Agency Total 
*City usage and agency totals include SEPA credits. *'Participant de tand is shotwn at the tinc of the PIPA peak.  

Load Management 

In 1995, PMPA continued operation of its demand-side management program, PowerPartners, 
reaching 80% of its program goal for the year 2001. At year end, 14,563 customers were 
participating in the program and 16,821 appliances were on the system. Estimates show that 
PowerPartners reduced peak demand by 7 megawatts. The program was activated for a total of 
63 hours over the year and was in control during each of the monthly demand peaks. Averages 
for the year show that PowerPartners was activated 3 days per month for an average 1.75 
hours per control period.  

In addition to the PowerPartners program, PMPA members operate load side generation programs 
that include 16 megawatts of peaking generation. Easley, Gaffney, and Rock Hill operate load . side generators equaling 6 megawatts, 8 megawatts, and 2 megawatts, respectively. Municipal load 
management programs provide an additional 23 megawatts of peak reduction. Through these 
efforts, combined with PowerPartners, PMPA reduced peak demand by 46 megawatts in 1995.  
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Financial Highlights 

PMPA's total operating revenue for 1995 was $149 million. Over the year, sales to Duke 
Power equaled $61 million. This is a $20 million decrease from 1994 sales to Duke Power 
due to reductions in the sell-back provisions of the Interconnection Agreement. Sales to 
participants totaled $87 million, an increase from 1994 resulting from 5% energy growth and 
a 2.5% rate increase implemented in May 1995. Other sources contributed $1 million to total 
operating revenue. Purchased power decreased by $10 million in 1995 compared to 1994 
due, in part, to the increase in the agency's retained capacity as a result of reductions in the 
sell-back provisions of the Interconnection Agreement.  

At year end, the agency's Rate Stabilization Fund totaled $267 million, a net decrease of 
$13 million due to planned withdrawals. PMPA earned $36.6 million in interest income in 
1995 for an average yield of 7.3%.  

During the year, the financial community and rating agencies reviewed public power 
utilities' potential competitiveness in light of industry deregulation. The rating agencies, 
in particular, have raised concerns over public power's history of transfers to city funds and 
cross-subsidies of utilities. Standard & Poor's, in an industry wide reevaluation, reduced 
the rating on PMPA's uninsured bonds to BBB from A-. Also in 1995, Moody's conducted 
a reevaluation and upheld its A rating on PMPA's bonds.  

Portfolio Statistics Debt Outstanding Bonds Outstanding 
(dollars in thousands) (dollars in thousands) (dollars in thousands) 

Weighted Average 

Earnings Income Rate of Return Interest Cost 

1995 ................. $ 36,587 ......... 7.30% December 31,1995. $ 1,364,241. 7.10% $ 142,525 N 1993 Series 

1994 ................... 35,232 ......... 7.52% December 31,1994. 1,366,880. 7.09% $ 237,520 0 1992 Series 

Market Value* Yeats Bond Reconciliation $ 196,600 U 1991A Series 
as of December 31 Value (average matuity) Bands $ 213,550 1 1991 Series 

1995 ........... $ 530,239.....44 
1994 ............ 500,215 ................ 4.39 Outstanding December 31,1994 ... $ 1,366,880 $1 47 4 U 18A S re 1994 ................... 500,215January 1,1995.............2,639 

Transactions Number Amount $ 20,892 1988 Series 

1995......... ...................... 3$389,550 Bonds Outstanding $ 363,735 0 1986A Series 

1994......... ...................... 438,734 December 31,1995........ ...... $ 1,364,241 

Includes accrued interest 
$ 74,715 U 1986 Series 

Sources of Funds Uses of Funds 
300% Duke Power 17.4% Operations & 

Maintenance 
18.0% Interest income 

18.0% Purchased Power 

other funds 0.9% Distribution 

43.4% Participants 1.8% Transmission 

8.4% General & 
Administration 

4.6% Special Fund Deposits 

0.6% Other Deposits 

2.2Icd Payment in Lieu 
of Taxes 

4611% Debt Service 
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dependent 
Auditor's Report 

KPMG Peat Marwick LLP 
Certified Public Accountants 

One Insignia Financial Plaza, Suite 600 
P.O. Box 10529 
Greenville, SC 29603 

The Board of Directors 
Piedmont Municipal Power Agency: 

We have audited the accompanying balance sheets of Piedmont Municipal Power Agency 
as of December 31, 1995 and 1994, and the related statements of revenues and expenses 
and changes in retained earnings and cash flows for the years then ended. These financial 
statements are the responsibility of the Agency's management. Our responsibility is to express 
an opinion on these financial statements based on our audits.  

We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Piedmont Municipal Power Agency as of December 31, 1995 and 
1994, and the results of its operations and its cash flows for the years then ended in conformity 
with generally accepted accounting principles.  

Our audits were made for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The supplementary information included in Schedules 1 through 2 is 
presented for purposes of additional analysis and is not a required part of the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, is fairly stated in all material 
respects in relation to the basic financial statements taken as a whole.  

February 23, 1996 
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j a ce Sheets 

December 31,1995 and 1994 
(Dollars in thousands) 

Assets 1995 1994 
Utility plant: 

Electric plant in service (note 5) $ 542,765 542,303 

Nuclear fuel (note 5) 32,351 44,757 
Construction work-in-progress 11,105 7,962 

586,221 595,022 
Less accumulated depreciation and amortization (note 5) (189,041) (179,738) 

Net utility plant 397,180 415,284 

Restricted funds (note 6) 187,321 177,487 

Revenue fund assets (note 7): 
Cash 8,397 7,150 
Marketable debt securities 311,988 323,264 

Accrued interest receivable 4,821 4,738 
Due from restricted funds 904 1,299 
Participant accounts receivable 9,509 5,838 
Other accounts receivable 2,688 2,940 
Materials and supplies 5,157 4,930 

Total revenue fund assets 343,464 350,159 

Deferred charges: 
Unamortized debt issuance costs 20,129 21, 
Net deferred expenses to be recovered from 

future revenues (note 8) 242,141 209,252 
Excess costs on advance refundings of debt (note 10) 193,419 203,364 

Other 3,579 3,762 
Total deferred charges 459,268 437,597 

$ 1,387,233 1,380,527 
Equity and Liabilities 
Equity: 

Retained earnings $ 10,575 9,351 

Long-term debt (notes 9 and 10): 
Bonds 1,364,241 1,366,880 
Unamortized discounts (64,555) (67,217) 

1,299,686 1,299,663 

Restricted fund liabilities: 
Accrued interest payable 55,863 53,665 
Reserve for decommissioning (note 11) 15,679 12,559 
Deferred compensation (note 12) 358 275 

71,900 66,499 

Revenue fund liabilities - accounts payable (note 7) 5,072 5,014 
Total liabilities 1,376,658 1,371,176 

Commitments and contingencies (notes 14 and 15) $ 1,387,233 1,380,* 

See accompanying notes to financial statements.  
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ta ments of Revenues and 
Expenses and Changes 
in Retained Earnings 

Years ended December 31,1995 and 1994 
(Dollars in thousands) 

1995 1994 
Operating revenues: 

Sales of electricity to participants $ 87,175 79,423 
Sales of electricity to other utility 60,873 80,128 
Other 1,085 1,126 

Total operating revenues 149,133 160,677 

Operating expenses: 
Operation and maintenance 23,279 22,941 
Nuclear fuel amortization 8,991 9,981 
Purchased power 36,553 46,645 
Transmission 3,562 3,623 
Distribution 1,752 2,809 
Administrative and general 12,468 11,481 
Depreciation 18,084 18,069 
Decommissioning 3,120 2,480 
Payments in lieu of property taxes 4,402 4,385 

Total operating expenses 112,211 122,414 

Net operating income 36,922 38,263 OSer income (expense): 
Interest income 36,587 35,232 
Interest expense (86,624) (86,616) 
Amortization expense (13,882) (13,902) 
Other (note 15) (4,668) 26,649 

Total other expense, net (68,587) (38,637) 

Revenues under expenses before deferred items (31,665) (374) 

Deferred items to be recovered from future revenues, net (note 8) 32,889 (2,737) 

Revenues over (under) expenses 1,224 (3,111) 

Retained earnings at beginning of year 9,351 12,462 

Retained earnings at end of year $ 10,575 9,351 

0 
See accompanying notes to financial statements.  
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(taQements of 
a Cash Flows 

Years ended December 31, 1995 and 1994 
(Dollars in thousands) 

1995 1994 
Cash flows from operating activities: 

Revenues over (under) expenses $ 1,224 (3,111) 
Adjustments to reconcile revenues over (under) expenses to 

net cash provided by operating activities: 
Depreciation and amortization 40,955 41,952 
Net deferred expenses to be recovered from future revenue (32,889) 2,737 
Reserve for decommissioning 3,120 2,480 
Decrease (increase) in: 

Participant accounts receivable (3,671) (50) 
Other accounts receivable 252 2,453 
Accrued interest receivable (498) (605) 
Materials and supplies (227) 353 

Increase (decrease) in: 
Deferred compensation 83 16 
Accounts payable 58 29 
Accrued interest payable 2,198 68 

Net cash provided by operating activities 10,605 46,322 

Cash flows from investing activities: 
Purchase of investment securities (412,210) (448,0L 
Proceeds from sales and maturities of investment securities 414,567 414 
Expenditures for electric plant in service (5,271) (4, 
Expenditures for nuclear fuel (3,700) (5,051) 

Net cash used in investing activities (6,614) (43,572) 

Cash flows from financing activities: 
Payment of bond principal (2,639) (1,655) 
Refunding of bonds - (1,935) 

Net cash used in financing activities (2,639) (3,590) 

Net increase (decrease) in cash 1,352 (840) 

Cash at beginning of year 7,403 8,243 

Cash at end of year $ 8,755 7,403 

Supplemental disclosures of cash flow information: 

Cash paid during the year for interest $ 84,426 86,547 

0 
See accompanying notes to financial statements.  
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ot sto Financial 
~4Statements 

0 
(Dollars in thousands) 

(1) Description of the Entity Discounts on Bonds Payable 
Piedmont Municipal Power Agency (Agency) was incorporated The discounts on bonds payable at December 31, 1995 and 
in 1979 under the South Carolina Joint Municipal Electric 1994 of $64,555 and $67,217, respectively, (net of accumulated 
Power and Energy Act. The Act, adopted April 1978, enabled amortization of $25,910 and $23,248, respectively) are being 
the formation, by South Carolina municipalities and municipal amortized on the bonds outstanding method.  
commissions of public works, of a joint agency to plan, finance, 
develop, own and operate electric generation and transmission 
facilities. Ten municipal utility systems (Participants) comprise The Agency is exempt from Federal income taxes under 
the Agency's membership. The participants, located in Internal Revenue Code Section 115. South Carolina has 
northwestern South Carolina, are the cities of Abbeville, adopted Section 115 by reference; therefore, the Agency is 
Clinton, Easley, Gaffney, Greer, Laurens, Newberry, Rock also exempt from state income taxes.  
Hill, Union and Westminster. Cash Flows 

The Agency and Duke Power Company (Duke) are parties For purposes of the statements of cash flows, the Agency 
to agreements giving the Agency a 25% undivided ownership considers interest-bearing deposits with banks and Duke to 
interest in Catawba Nuclear Station Unit 2 (Project). Duke be cash.  
is the operating owner of the Project. The Agency's Project 
power output entitlements (approximately 286 MW) come 
from Catawba Nuclear Station Units 1 and 2; subject to the As authorized by the bond resolution, investments in 
terms of the "Catawba Reliability Exchange" under which marketable debt securities include only direct obligations of 
the Agency pays 12.5% of the costs and receives 12.5% of the United States government, and obligations of United 
the power output associated with each of these 1,145 MW States government agencies. These investments are uninsured 
units. Additionally, the terms of the "McGuire Reliability and unregistered and held by the Agency's trustees or by the 
Exchange" allow transfers of energy between PMPA's Agency, as trustee.  
resulting entitlements from the Catawba Units and Duke's Depreciation Expense 
two nuclear units at McGuire Nuclear Station. The operating Electric plant in service, including unclassified assets, is stated 
licenses for Catawba Unit 1 and Unit 2 expire on December 

024 an eray2,22,rsetvl.calculated to amortize the composite assets over their respective 
Summary of Significant Accounting Policies estimated useful lives. Depreciation begins when assets 

Basis of Accounting are placed into service. The Agency's annual provision for 
The Agency's accounting records are maintained on an accrual depreciation expressed as a percentage of the average balance 
basis in conformity with generally accepted accounting of depreciable utility plant was 3.3% for 1995 and 1994.  
principles and substantially in conformity with the Federal 
Energy Regulatory Commission's Uniform System of Accounts. Materials and supplies 

The Agency's General Bond Resolution requires that its or market using the average cost method.  
rate structure be designed to produce revenues sufficient 
to pay operating, debt service and other specified costs. Use ofEstimates 
The application of a given rate structure to a given period's The preparation of financial statements in conformity 
electricity sales may produce revenues not intended to pay with generally accepted accounting principles requires 
that period's costs, and conversely, that period's costs may management to make estimates and assumptions that affect 
not be intended to be recovered in period revenues. The the reported amounts of assets and liabilities and disclosure 
affected revenues and/or costs are, in such cases, deferred of contingent assets and liabilities at the date of the financial 
for future recognition. The ultimate recognition of deferred statements and the reported amounts of revenues and 
items is correlated with specific future events; primarily expenses during the reporting period. Actual results could 
payment of debt principal. differ from those estimates.  

Unamortized Debt Issuance Costs 
Unamortized debt issuance costs at December 31, 1995 and 
1994 of $20,129 and $21,219, respectively, (net of accumulated Atana ec areeents 
amortization of $13,353 and $12,263, respectively) are being 

amorize onthe ond oustaningmetod.Project Power Sales Agreements (Sales Agreements).  amortized on the bonds outstanding method.  
These Sales Agreements oblige the Agency to provide 

Excess Costs on Advance Refundings of Debt each Participant a share of Project power output and, 
Excess costs on advance refundings of debt at December 31, in turn, each Participant must pay its share of Project costs.  
1995 and 1994 of $193,419 and $203,364, respectively, (net of Participants make their payments on a "take-or-pay" basis 
accumulated amortization of $71,924 and $61,978, respectively) whether or not the Project is operable or operating. Such 
are being amortized on the bonds outstanding method. payments are not subject to reduction or offset and are not 

nization Costs conditioned upon performance by the Agency or any given 
nization costs at December 31, 1995 and 1994 of $843 Participant. The Sales Agreements are in effect until the 

$873, respectively, (net of accumulated amortization of earlier of August 1, 2035, or the completion of payments 
4 and $294, respectively) are being amortized on the on the bonds and satisfaction of obligations tinder the 

straight-line method over 40 years. Project agreements.  

Piedmont Municipal Power Agency 17



o s to Financial Statements 
(Dollars in thousands) 

(3) Power Sales Agreements (continued) details Dtke's responsibilities, as engineer-contractor, for 
The Participants' Shares of Catawba Project Output are construction, initial fueling, and placing the Catawba Nuclear 
as follows: Station into commercial operation.  

City of Abbeville 2.68 % OperatingAgreement 

City of Clinton 7.84 This agreement, between the Agency and Duke, provides 

City of Easley 13.24 for Duke, as operator for the Agency, to be responsible for 

City of Gaffney 10.05 the operation, maintenance, and fueling of Catawba and for 

City of Greer 9.34 making of renewals, replacements and capital additions.  

City of Laurens 6.49 In addition, the Operating Agreement provides for 

City of Newberry 10.47 decommissioning of Catawba at the end of its useful life 

City of Rock Hill 28.04 through a future decommissioning agreement, separate from 

City of Union 10.01 the Operating Agreement.  

City of Westminster 1.84 Interconnection Agreement 
100.00 % This agreement, between the Agency and Duke, provides for 

Supplemental Power Sales Agreements the interchange of power supply and power supply services. It 

The Agency and each Participant are also parties to Supplemental also defines a fifteen year arrangement, terminating on January 1, 

Power Sales Agreements (Supplemental Agreements) under 2001, whereby the Agency sells a portion of its Project power 

which each Participant has agreed to pay, in exchange for output entitlement to Duke and, in turn, purchases a similar 

supplemental bulk power supply, its share of supplemental quantity of power from Duke. These sales and purchases 

bulk power supply costs. A Participant may terminate its commenced upon commercial operation of each Catawba 

Supplemental Agreement with ten years advance notice. Unit and decrease annually over the contract term. The 
Agency may, with notice, decrease but not increase these sales.  

(4) Project Agreements Sales to Duke reduce the like amount of power the Agency 

Project Agreements between the Agency and Duke consist purchases until, upon expiration of the contract, the Agency 

of the Catawba Nuclear Station Purchase, Construction retains its full Project power output entitlement and no Ione 

and Ownership Agreement (the Purchase Agreement), the purchases the equivalent amount of power from Duke.  

Catawba Nuclear Station Operating and Fuel Agreement In a separate 1995 agreement between Duke and the Agen 

(the Operating Agreement), and the Catawba Nuclear Station 

Interconnection Agreement (the Interconnection Agreement). power Output for the period 1996 through 1999. The 

Purchase Agreement following schedule reflects historical and future transactions 

This agreement between the Agency and Duke provides for and includes additional sales to Duke for the period 1996 

the purchase of the Catawba Project by the Agency. It also through 1999 resulting from the agreements mentioned above.  

Catawba Unit 1 Catawba Unit 2 Total 

Annual Annual Annual 
fncr lncr fncr 

Total (Decr) Total (Decr) Total (Decr) 
Retained Sold Owned Sold Retained Sold Owned Sold Retained Sold Owned Sold 

Year MW MW MW MW MW MW MW MW MW MW MW MW 

1985 4.77 138.36 143.13 0.00 143.13 143.13 4.77 281.49 286.26 
1986 4.77 138.36 143.13 0.00 4.77 138.36 143.13 (4.77) 9.54 276.72 286.26 (4.77) 
1987 9.55 133.58 143.13 (4.78) 4.77 138.36 143.13 0.00 14.32 271.94 286.26 (4.78) 
1988 14.32 128.81 143.13 (4.77) 9.55 133.58 143.13 (4.78) 23.87 262.39 286.26 (9.55) 
1989 19.08 124.05 143.13 (4.76) 14.32 128.81 143.13 (4.77) 33.40 252.86 286.26 (9.53) 
1990 23.87 119.26 143.13 (4.79) 19.08 124.05 143.13 (4.76) 42.95 243.31 286.26 (9.55) 
1991 28.63 114.50 143.13 (4.76) 23.87 119.26 143.13 (4.79) 52.50 233.76 286.26 (9.55) 
1992 33.39 109.74 143.13 (4.76) 28.63 114.50 143.13 (4.76) 62.02 224.24 286.26 (9.52) 
1993 38.18 104.95 143.13 (4.79) 33.39 109.74 143.13 (4.76) 71.57 214.69 286.26 (9.55) 
1994 42.94 100.19 143.13 (4.76) 38.18 104.95 143.13 (4.79) 81.12 205.14 286.26 (9.55) 
1995 119.27 23.86 143.13 (76.33) 42.94 100.19 143.13 (4.76) 162.21 124.05 286.26 (81.09) 
1996 94.05 49.08 143.13 25.22 89.27 53.86 143.13 (46.33) 183.32 102.94 286.26 (21.11) 
1997 106.32 36.81 143.13 (12.27) 101.55 41.58 143.13 (12.28) 207.87 78.39 286.26 (24.55) 
1998 118.58 24.55 143.13 (12.26) 113.82 29.31 143.13 (12.27) 232.40 53.86 286.26 (24.53) 
1999 125.87 17.26 143.13 (7.29) 121.08 22.05 143.13 (7.26) 246.95 39.31 286.26 (14.  
2000 143.13 0.00 143.13 (17.26) 138.37 4.76 143.13 (17.29) 281.50 4.76 286.26 (34.  
2001 143.13 0.00 143.13 0.00 143.13 0.00 143.13 (4.76) 286.26 0.00 286.26 (471 

18 Piedmont Munici/Io Power AgenAy



otsto Financial 

0 Statements 0 
(Dollars in thousands) 

(4) Project Agreements (continued) (6) Restricted Funds 
From 1985 thru 1994 revenues from participants substantially 'he General Bond Resolution, Project agreements, and 
exceeded costs. Such excess revenues have been set aside in Agency policies restrict the use of bond proceeds, Agency 
a Rate Stabilization account. Beginning in 1995, as revenues revenues, and Agency funds on hand. Certain restrictions 
from sales to Duke diminish in accordance with provisions of define the order in which available funds may be used 
the Interconnection Agreement, Rate Stabilization funds will to pay costs; other restrictions require minimum balances 
be utilized, in a scheduled manner, to minimize rate increases or accumulation of balances for specific purposes.  
and maximize a competitive rate position. At December 31, 1995 and 1994, the Agency was 

in compliance with all such restrictions and held the 
(5) Utility Plant following restricted assets, stated at cost or amortized 
Original costs of major classes of the Agency's electric plant cost, which approximates market: 
in service at December 31, 1995 and 1994 are as follows : 1995 1994 

Debt service - bond principal $ 9 ,350 2,640 
1995 1994 Debt service - bond fixed rate interest 42,173 42,252 

Land $ 336 336 Debt service - bond retirement 1 1 
Structures and improvements 156,688 156,427 Debt service reserve 95,236 95,236 
Reactor plant equipment 242,479 242,188 Reserve and contingency 9,524 9,524 
Turbo generator units 69,648 68,567 Decommissioning 15,679 12,559 
Accessory electric equipment 50,455 50,417 Special reserve 15,000 15,000 
Miscellaneous plant equipment 14,985 14,587 Deferred compensation 358 275 
Station equipment 5,168 5,152 $ 187,321 177,487 
Other 1,258 1,227 
Unclassified 1,748 3,402 Funds are comprised of: 

$ 542,765 542,303 Cash equivalents $ 358 253 Marketable debt securities 184,876 175,957 
Unclassified assets are in service but not yet classified to Accrued interest receivable 2,991 2,576 

ecific plant accounts. Due to revenue fund (904) 1,299) 

clear fuel at December 31, 1995 and 1994 of $32,351 and 

,757, respectively, represents costs associated with acquiring (7) Revenue Fund Assets and Liabilities 
and processing reload fuel assemblies as well as the cost of Revenue fund assets and liabilities are used in the Agency's 
nuclear fuel in the reactor. Nuclear fuel is amortized based day-to-day operations. The assets, stated at cost, are allocated 
on burn rates using a unit of production basis. The Agency for the following purposes: 
regularly removes fully amortized nuclear fuel costs from its 
books when fuel batches are replaced during core refueling 1995 1994 
operations. Costs in 1995 and 1994 of $16,106 and $10,036, Working capital $ 44,259 42,960 
respectively, were removed. Fuel acquisition 32,252 26,962 

A summary of accumulated depreciation and amortization at R 343 350,159 
December 31, 1995 and 1994 follows: __343,464_350,159 

1995 1994 Liabilities of $5,072 and $5,014 at December 31, 1995 and 
Accumulated depreciation - 1994, respectively, will be paid out of working capital assets.  

electric plant in service $ 168,649 152,231 
Accumulated amortization 

of nuclear fuel 20,392 27,507 
$ 189,041 179,738 

Piedmontyocnicia Power Agency 19



o :to Financial 
Statements 

(Dollars in thousands) 

(8) Net Deferred Expenses to be The following deferred expenses will be recognized in future 
Recovered from Future Revenues periods when rates charged to Participants produce revenues 

As described in note 2, rates charged to Participants are sufficient to retire the debt which funded those costs: 
structured to systematically provide for debt requirements * Interest expense on the Agency's bonds and variable rate 
and operating costs of the Agency. Those expenses and demand obligations along with associated letter-of-credit, 
revenues excluded from rates are deferred to such periods as banking and re-marketing fees (except interest and fees related 
they are intended to be included in rates. to Capital Appreciation Bonds) paid from bond proceeds 

Net deferred expenses to be recovered from future revenues on te ine stme t of e n oee; 
include the following: 

1995 1994 Change Interest expense on Capital Appreciation Bonds accrued 
(Cumulative totals) but not paid until maturity; 

Items to be recovered in future * Amortization of debt issuance expenses, bond discounts, 
Participant billings: defeasance losses, redemption losses, and organization costs 

Interest expense $ 324,135 321,858 2,277 paid from or included in bond proceeds; 
Depreciation expense 177,584 159,795 17,789 Depreciation on utility plant constructed with bond 
Amortization of redemption 

and defeasance losses 72,095 61,996 10,099 P 
Amortization of bond discounts bond proceeds; and 

and debt issuance costs 40,428 36,675 3,753 9 Certain other project costs paid from bond proceeds.  
Nuclear fuel expenses 873 873 
Letter of credit fees 5,649 5,649 - The Agency has also deferred Participant revenues which, 
Other 2,392 2,392 - during the Construction Period, were established at levels 

623,156 589,238 33,918 to cover Project costs not paid from bond proceeds, as well 
623,56 59,28 33918 as Scheduled deposits to a Rate Stabilization account. The 

Items reducing future Participants billings: revenue associated with those scheduled deposits and the 
Investment income (76,528) (76,528) - interest income thereon will be recognized when those fund 
Rate stabilization (revenue received are drawn upon to pay Project costs. Also, certain setlme 

to reduce future billings to revenues and excess revenues in certain funds have been 
Participants) (423,227) (402,496) (20,731) transferred to the Rate Stabilization account and have been 

Reserve and contingency deposits (21,043) (15,813) (5,230) deferred for recognition until the time the funds are applied 
(520,798) (494,837) (25,961) to the paymcnt of Project costs.  

Additionally, the Agency's General Bond Resolution requires 
Deferred revenues (expenses) recognized: Participant revenues to be established at levels sufficient to 

Deferred interest, depreciation, provide specified deposits into a Reserve and Contingency 
amortization expense included fund. Monies in that fund are used for the construction or 
in Participant billings for debt acquisition of utility plant. The recognition of such revenues 
principal payments (17,505) (8,155) (9,350) is deferred until such time as the depreciation is recorded on 

Rate stabilization draws applied the assets constructed or acquired with those monies.  
to expenses 156,274 122,259 34,015 

Reserve and contingency revenue 
applied to expenses 1,014 747 267 

139,783 114,851 24,932 
Net deferred expenses to be 

recovered from future revenues $ 242,141 209,252 32,889 

20 Piedmont Municipal Power Agency



otto Financial * 1N Statements 
(Dollars in thousands) 

(9) Long-term Debt The following is a summary of total debt service requirements 
Long-term debt at December 31, 1995 and 1994 consists of for bonds outstanding at December 31, 1995: 
the following: Year Principal Interest Total 

1995 1994 1996 $ 9,350 84,347 93,697 
/ 1986 Refunding Series Electric1972,58391670 

Revenue Bonds, payable in 1998 16,005 82,9 98,96 
1996,1997,2024 and 2025 1999 16,385 82,028 98,413 
with interest ranging from 2000 131 81,08 94,4 
5% to 7.4% $ 74,715 74,715 2001 11,850 8088 92,138 

1986A Refunding Series Electric 2002 24,335 79,622 103,957 
Revenue Bonds, payable annually 2003 25,740 78,195 103,935 
from 2013 to 2024 with interest 2004 26,190 77,710 103,900 
ranging from 5.75% to 7.25% 363,735 363,735 2005 28,660 76,173 104,833 

1988 Refunding Series Electric 2007 37,092 72,7 1090 
Revenue Bonds, payable annually 2008 3093 79,752 10,1 
from 1996 to 2013 with interest 2009 31,855 78,2 110,112 
ranging from 6.5% to 7.75% 20,892 23,121 200 33,307 76,640 10,947 

1988A Refunding Series Electric 2011 34,970 74,888 109,858 
Revenue Bonds, payable annually 2012 36,724 73,017 109,741 
from 1998 to 2019 with interest 2013 36,485 71,029 107,514 
ranging from 6.7% to 7.65% 114,704 114,704 2014 50,362 58,693 109,055 

1991 Refunding Series Electric 2016 59,115 50,30 10,3 
Revenue Bonds, payable annually 2017 63,815 46,180 109,995 
from 2005 to 2023 with interest 2018 67,870 42,038 109,908 

jAhiging from 4% to 6.85% 213,550 213,550 2019 70,555 37,627 108,182 

1A Refunding Series Electric 2020 78,995 32,826 111,821 
Mevenue Bonds, payable annually 2021 84,335 27,351 111,686 

from 1998 to 2018 with interest 2022 89,870 21,642 111,512 
ranging from 5% to 6.5% 196,600 196,600 2023 92,520 15,916 108,436 

2024 100,380 10,994 111,374 
1992 Refunding Series Electric 2025 95,280 59055 100,335 
Revenue Bonds, payable annually 1,364,241 1,810,861 3,175,102 
from 1996 to 2025 with interest 

ranging from 4.6/* to 6.35% 237,520 237,930 

1993 Refunding Series Electric (10) In-Substance Debt Defeasance 
RevenueDuring the periods indicated on the following table, the Agency 

from 2000 to 2025 with interest urchased U.S. Government Securities and deposited them 
from2000to 025 ithinteestin irrevocable trusts to advance refund bonds. The securities 

ranging from 4.9% to 5.6% 142,525 142,525 purchased will bear interest and mature at such amounts and 

Total long-term debt 1,364,241 1,366,880 at such times so that sufficient monies will be available to pay 
Less unamortized discount (64,555) (67,217) the interest on and the redemption price of the refunded bonds.  

$ 1,299,686 1,299,663 The refunded bonds are redeemed on the first optional 
redemption date at prices ranging from 100% to 103% of 

The bonds are special obligations of the Agency and are their principal amount.  
secured by future revenue and pledged monies and securities 
as provided by the bond resolution.  

The bonds generally provide for early redemption beginning 
the first ten years after issuance at prices ranging from 100% 
to 103% of the bond principal amounts.  

The Agency has advance refunded certain bond issues as 
described in note 10.  
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(10) In-Substance Debt Defeasance (continued) 

Date of Refunding Issue Escrow Deposit Refunded Debt Redemption Dates Defeasance Loss 

Dec. 1985 - Nov. 1988 $ 1,318,777 $ 1,169,780 1/95, 1/96 $ 197,640 
January, 1991 190,102 178,090 1/96 12,776 
November, 1991 191,984 176,835 1/95, 1/96,1/98 18,613 
May, 1993 141,594 129,190 1/95,1/96,1/98 36,314 

Each of the above transactions qualifies as an in-substance Disclosure About Fair Value of Financial Instruments 
debt defeasance; therefore, the government securities and (Statement 107), rcquires disclosure of fair value information 
applicable defeased bond issues are not recorded on the about financial instruments whether or not recognized in the 
balance sheet. The Agency defeased the debt primarily to balance sheet, for which it is practicable to estimate fair value.  
reduce debt service requirements, thereby postponing or Fair value estimates are made as of a specific point in time 
reducing future electric rate adjustments. The defeasance based on the characteristics of the financial instruments and 
losses resulting from these transactions have been deferred the relevant market information. Where available, quoted 
as excess costs on advanced refinancing of debt. market prices are used. In other cases, fair values are based on 

estimates using present value or other valuation techniques.  
(11) Reserve for Decommissioning These techniques involve uncertainties and are significantly 
The Agency is in compliance with Nuclear Regulatory affected by the assumptions used and the judgments made 
Commission requirements for funding future decommissioning regarding risk characteristics of various financial instruments, 
costs. Since 1985, the Agency has been making regular deposits discount rates, prepayments, estimates of future cash flows, 
to segregated decommissioning accounts. Deposits pertaining future expected loss experience and other factors. Changes 
to contaminated portions of the Project are held by a Trustee. in assumptions could significantly affect these estimates.  
The Agency has custody of funds set aside to decommission Derived fair value estimates cannot be substantiated by 
non-contaminated portions of the Project. The Agency's comparison to independent markets and, in many cases, may 
share of decommissioning costs, based on decommissioning or may not be realized in an immediate sale of the instrment.  
studies completed in 1994, and stated in 1994 dollars is Under Statement 107, fair value estimates are based on 
estimated to be $74,750. This estimate presumes the Catawba existing financial instruments without attempting to esi 
Nuclear Station will be decommissioned as soon as possible the value of anticipated future business and the value of 
following the end of its useful life. 4 

the assets and liabilities that are not financial instruments.  

(12) Employee Benefit Plans Accordingly, the aggregate fair value amounts presented do 
The Agency maintains a defined contribution money purchase not represent the underlying value of the Agency.  
plan in compliance with Section 401(a) of the Internal Revenue The following describes the methods and assumptions used 
Code. On behalf of all full-time employees, the Agency by the Agency in determining carrying value and estimated 
contributes 10% of base salary into the money purchase plan. fair value of financial instruments: 
Agency contributions totaled $59 and $54 in 1995 and 1994, (a) Cash 
respectively. Employee contributions may also be made 
to the Plan, providing combined employer and employee 
annual contributions do not exceed 25% of taxable income, (b) Marketable Debt Securities 
or $30, whichever is less. Carrying value of marketable debt securities includes par, 

Asses o th moey prchse lanare eldby CMAunamortized premiums, unaccreted discounts, and accrued Assets of the money purchase plan are held by ICMA itrs eevbe 
Retirement Corporation, administrator and trustee, for the 
Agency for the exclusive benefit of the employees. Estimated fair value of all marketable debt securities is 

The Agency also maintains a deferred compensation plan derived from quoted market prices and includes accrued 
under Section 457 of the Internal Revenue Code. From time interest receivable.  
to time, on behalf of selected employees, the Agency contributes (c) Participant Accounts Receivable, 
to the deferred compensation plan. Agency contributions and Other Accounts Receivable 
totaled $7.5 in 1995 and $7.5 in 1994. Employee contributions Carrying amount approximates fair value due to the short
may also be made to the deferred compensation plan providing term nature of these instruments.  
combined employer and employee annual contributions do 
not exceed 25% of taxable income or $7.5, whichever is less. (d) l ong-term ebt 

Assets of the deferred compensation plan are held by ICMA par, unacereted discounts, and accrued interest payable.  
Retirement Corporation, administrator and trustee. The Carrying value also includes Capital Appreciation Term 
Agency is the beneficial owner of the assets held in this plan. Bonds valued at original price plus acreted discount.  

(13) Disclosures Regarding Fair Value Estimated fair value of all long-term marketable debt 

of Financial Instruments securities is derived from quoted market prices and 

Statement of Financial Accounting Standards No. 107, includes accrued interest.  
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(Dollars in thousands) 

(13) Disclosures Regarding Fair Value 
of Financial Instruments (continued) 

The estimated fair values of the Agency's financial 
instruments with carrying values different from their 
estimated fair values at December 31 are as follows: 

1995 1994 
Carrying Estimated Carrying Estimated 
Amount Fair Value Amount Fair Value 

Marketable debt securities: 
Restricted Funds $ 187,867 194,649 178,533 177,103 
Revenue Fund 316,809 335,590 328,002 323,112 

$504,676 530,239 506,535 500,215 
Long-term debt: 

1986 Electric Revenue Refunding Bonds $ 62,841 71,966 62,352 64,348 
1986A Electric Revenue Refunding Bonds 360,439 374,263 359,857 367,871 
1988 Electric Revenue Refunding Bonds 7,839 8,056 10,139 10,377 
1988 Electric Revenue Refunding Bonds 24,028 35,664 22,269 4,134 
1988A Electric Revenue Refunding Bonds 112,690 121,308 112,612 117,617 
1988A Electric Revenue Refunding Bonds 7,252 10,000 6,735 3,223 
1991 Electric Revenue Refunding Bonds 200,583 229,569 199,780 201,538 
1991A Electric Revenue Refunding Bonds 195,240 215,958 194,810 196,832 
1992 Electric Revenue Refunding Bonds 241,418 264,925 241,685 237,248 
1993 Electric Revenue Refunding Bonds 143,219 147,053 143,089 128,928 

$ 1,355,549 1,478,762 1,353,328 1,332,116 

(14) Nuclear Jnsurance amount represents 5 times Duke's annual premium to NML.  
-. Dke maintains nuclear insurance coverage in three areas: If additional assessments were to be made, the Agency will 

Iility; property, decontamination and decommissioning; be obligated to assume its pro rata share of such assessments.  
Sextended accidental outage. Duke is being reimbursed Duke is also a member of Nuclear Electric Insurance 

e y~ the other joint owners of the Catawba Nuclear Station for Limited (NEIL) and purchases $2,250,000 of insurance 
nuclear insurance premiums paid by Duke. through NEIL's excess property, decontamination and 

Pursuant to the Price-Anderson Act, Duke is required to decommissioning liability insurance program for the Catawba 
insure against public liability claims resulting from nuclear Nuclear Station. If losses ever exceed the accumulated funds 
incidents to the full liability of approximately $8,900,000. available to NEIL for the excess property, decontamination 
The maximum required private primary insurance of $200,000 and decommissioning liability program, Duke will be liable, 
has been purchased along with a like amount to cover certain on a pro rata basis, for additional assessments of up to $62,000.  
worker tort claims. The remaining amount, currently $8,700,000, This amount is limited to 7.5 times Duke's annual premium to 
which will be increased by $79,300 as each additional NEIL for excess property, decontamination and decommis
commercial nuclear reactor is licensed, has been provided sioning liability insurance. The other joint owners of Catawba 
through a mandatory industry-wide excess secondary are obligated to assume their pro rata share of any liability 
insurance program of risk pooling. The $8,700,000 could also for retrospective premiums and other premium assessments 
be reduced by $79,300 for certain nuclear reactors that are no resulting from the NEIL policies applicable to Catawba.  
longer operational and which may be exempted from the risk DuepripasinaNLpogmthtrvdsisrnc 
pooling insurance program. Under this program, licensees for the increased cost of generation and/or purchased power 
could be assessed retrospective premiums to compensate for resulting from an accidental Outage of a nuclear unit. Each 
damages exceeding primary insurances. Licensees may be unit of the Oconee, McGuire and Catawba Nuclear Stations 
assessed up to $79,300 for each of their licensed reactors, is insured for up to approximately $3,500 per week, after a 
payable at a rate not to exceed $10,000 a year per licensed 21 -week deductible period, with declining amounts per unit 
reactor for each incident. The $79,300 amount is subject to where more than one unit is involved in an accidental Outage.  
indexing for inflation. This amount is further subject to a Coverages continuie at 100 percent for 52 weeks, and 80 percent 
surcharge of 5 percent (which is included in the abovefothnet14wksIfN L'lsesorhipoga 
$8,700,000 figure) if funds are insufficient to pay claims and for thexets 04seres Ifk NEill losse o thi prorama 
associated costs. If retrospective premiums were to be assessed, eves r xedditsonreservesments wil be liable,0. on aot 
the other joint onrofthe Catawba Nuclear Station are rerset 5 times Duke's owesoanassfradtinlassmnsl ofeu m to 0 I 00.Thsaoun 
obligated to assume their pro rata share of such assessment. insurance for the increased cost of generation and/or purchased 

Duke is a member of Nuclear Mutual Limited (NM'L), power resulting from an accidental outage of a nuclear unit.  
wich provides $500,000 in primary property damage The other joint owners of Catawba are obligated to assume 

~j erage for each of Duke's nuclear facilities. If NML's their pro rata share of any liability for retrospective premiums 

Cs eer exceed its reserves, Duke will be liable, on a pro and other premium assessments resulting from the NEIL 
' a basis, for add itiional assessments Of uIP to $36,000. This policies applicable to the joint ownership agreements.  
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Agreement involves elements of credit and interest rate risk 

(15) Contingencies in excess of amounts recognized in the financial statements.  
During 1995, through successful negotiation with Duke, the These risks arise from the possible inability of the counterparty 
Agency has resolved disputed matters involving billing practices to meet its obligations under the Agreement and from 
by Duke. The successful resolution of these billing practices unfavorable changes in market interest rates.  
have been beneficial to the Agency. Certain settlements In exchange for the Agency receiving a fixed monthly fee 
were made during 1994 which are reflected as other income of $98, the Agency has given up interest income which will 
in the Agency's financial statements. be earned on scheduled monthly deposits into certain debt 

service principal and interest accounts through December 31, 
Tubes in all eight steam generators at the Catawba Nuclear 1999. This Agreement allows the Agency to earn a yield of 
Station and those at the McGuire Nuclear Station have 6.58% on short-term funds. Because of the decrease in short
experienced stress corrosion cracking (SCC). Duke has term interest rates, if the Agency were to terminate the 
compared the cost of ongoing steam generator tube repairs Agreement at December 31, 1995, it would have incurred 
with the cost of early steam generator replacements and has a gain of approximately $1,103. However, the Agency has 
determined for McGuire Units 1 and 2 and for Catawba Unit the intent to continue with this Agreement through its 
1 that the most cost-effective alternative is to replace the contractual maturity.  
steam generators. Replacement of the steam generators 
is scheduled during 1996 for Catawba Unit 1 and 1997 for The future value of the Agreement is not reflected in the 
McGuire Units 1 and 2. Catawba Unit 2 steam generator has Agency's financial statements. The level yield income 
not been scheduled for replacement. Each of these unit's relating to this agreement is recognized in the statements 

steam generator replacement is expected to take approximately of revenue and expenses as a component of interest income.  
four months to complete and cost approximately $150 million, 
excluding the cost of replacement power. With respect to (17) Competitive Electric Markets 
replacement of the steam generator at Catawba Unit 1, PMPA The passage of the National Energy Policy Act of 1992 
will incur its 12.5% pro rata share of the capital cost associated (Energy Act) is causing the evolution of a traditional rate 
with such replacement ($18,750). This cost will be capitalized regulated industty into a competitive market environment.  
to electric plant in service and depreciated over the remaining The Energy Act is intended to promote competition among 

useful life of the plant. PMPA has concurred with Duke that utility and non-utility generators in the wholesale electric 
the replacements are needed and has authorized Duke to act generation market. The Energy Act, coupled with increas 
as engineer and/or contractor. customer demands for lower-priced electricity, has ac rW 

indusry restructuring and has intensified interest in increased 

(16) Forward Delivery Agreement competition at the retail level.  
On September 14, 1994, in order to mitigate its exposure The Agency's management is evaluating its strategic position 
to fluctuations in interest rates, the Agency entered into a in the industry. However, the effects that the changing 
Forward Delivery Agreement which requires certain actions competitive environment will have on the Agency remain 
and obligations on the part of the Agency and incurs certain to be determined.  
off balance sheet risks through December 25, 1999. This 
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cedule 1 
Schedule of Revenue and 
Expenses Per the Bond 0 Resolution and Other Agreements 
Year ended December 31, 1995 
(Dollars in Thousands) 

Supplemental Information Actual Budgeted Actual 
Revenues Revenues Over 

and and (Under) 
Expenses Expenses Budget 

Revenue: 
Sales of electricity to participants $ 87,175 88,247 (1,072) 
Sales of electricity to Duke 60,873 55,834 5,039 
Interest income 36,587 36,024 563 
Other 1,085 1,120 (35) 

Total revenue $ 185,720 181,225 4,495 
Expenses: 

Catawba operating expenses: 
Operation and maintenance $ 23,279 24,233 (954) 
Nuclear fuel 8,991 9,119 (128) 
Purchased power - Duke 6,457 6,026 431 
Payments in lieu of taxes 4,402 4,437 (35) 

Interconnection services: 
Purchased power: 

Duke 20,268 18,773 1,495 
Participants 9,816 7,419 2,397 
Other 12 - 12 

Transmission 3,562 3,640 (78) 
Distribution 1,752 2,020 (268) 

Administrative and general: 
Agency 3,558 3,949 (391) 
Duke 8,910 8,478 432 

Other 4,668 4,385 283 
Special funds deposits (withdrawals): 

Bond fund: 
Deposits from revenues 93,697 93,696 1 

Reserve and Contingency fund: 
Deposits from revenue 9,370 9,372 (2) 
Capital additions (5,230) (4,666) (564) 
Transfer excess funds (4,140) (4,706) 566 

Decommissioning fund: 
Deposits from revenue 2,048 1,620 428 
Interest income (1) 1,072 1,034 38 

Revenuefund: 
Working capital 1,241 960 281 
Fuel (3,701) (11,720) 8,019 
Rate stabilization: 

Interest income (1) 20,731 20,740 (9) 
Net deposits (draws) (34,015) (34,015) 

Supplemental power reserve: 
Interest income (1) 1,158 1,152 6 
Transfer excess funds (1,158) (1,152) (6) 

Other capital transactions: 
Plant additions: 

Reserve and contingency fund 5,230 4,666 564 
General plant 34 30 4 
Distribution plant 7 15 (8) 
Fuel acquisitions 3,701 11,720 (8,019) 

Total expenses $ 185,720 181,225 4,495 

(1) Included in "Revenue: Interest Income." 

* Ree accompanying independent auditors' report.  
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C U e 2 Schedule of Revenue and Expenses Per the Bond Resol nd Other Agreements 
Year ended December 31, 1995 
(Dollars in Thousands) 

Supplemental Information Funds 
Reserve and Supplemental 

Revenue Operating Bond Contingency Decommission Power 
Principal 

Working Rate Fuel Interest 
Capital Stabilization Account Retire Reserve 

Balances at beginning of year: 
Assets $ 42,960 280,237 26,962 44,893 95,236 9,524 12,559 15,000 
Liabilities (5,014) 
Net 37,946 

Project revenues: 
Participants - Electric (1) 87,175 

- Facilities rent (1) 1,056 
- Control services (1) 18 
- Other (1) 11 

Duke Power - Electric (1) 60,873 
Interest income (1) 13,626 20,731 1,072 1,158 

Project costs (see note): 
Operations and maintenance (2) (23,279) 
Fuel (3) (8,991) 8,991 
Purchased power - Duke (2) (6,457) 
Decommissioning (3) (2,048) 2,048 
General and administration (2) (11,001) 
Payments in lieu of taxes (2) (4,389) 
Other (2) (4,668) 
Debt service (3) (93,697) 93,697 
Reserve and contingency (3) (9,370) 9,370 

Supplemental power costs: 
Purchased power - Duke (2) (20,268) 

- Participants (2) (9,816) 
- Other (12) 

Transmission services (2) (3,562) 
Distribution services (2) (1,752) 
General and administration (2) (1,467) 
Payment in lieu of taxes (2) (13) 

Other fund changes: 
Transfers in (out): 

Rate stabilization (3) 34,015 (34,015) 
Excess funds (3) 5,298 (4,140) (1,158) 
Reimbursement (3) 5,230 (5,230) 

Payments: 
Debt retire/interest (2) - (87,066) 
Capital additions (2) (5,271) (3,701) 

Balances at December 31, 1995 $ 39,187 266,953 32,252 51,524 95,236 9,524 15,679 15,000 

Assets $ 44,259 
Liabilities $ 5,072 

(1) Deposited in appropriate fund Note: In accordance with the Bond Resolution, third party payment 
(2) Paid to third parties requirements (except debt service payments) are transferred 
(3) Transfers between funds from Revenue Fund (Working Capital) to the Operating Fund 
See accompanying independent auditors' report. and actual disbursements are made from the Operating Fund.
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ARTHUR ANDERSEN LLP 

Report of Independent Public Accountants 

To the Board of Trustees of 
Saluda River Electric Cooperative, Inc.: 

We have audited the accompanying balance sheets of Saluda River Electric Cooperative, Inc. (a 
South Carolina corporation) as of December 31, 1995 and 1994, and the related statements of 
operations and patronage capital, and cash flows for the years then ended. These financial 
statements are the responsibility of the Company's management. Our responsibility is to 
express an opinion on these financial statements based on our audits.  

We conducted our audits in accordance with generally accepted auditing standards and the 
Standards for financial audits contained in Government Auditing Standards (1994 revision) issued 
by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are .free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Saluda River Electric Cooperative, Inc. as of December 31, 1995 and 
1994, and the results of its operations and its cash flows for the years then ended in conformity 
with generally accepted accounting principles.  

In accordance with Government Auditing Standards, we have also issued reports dated 
March 8, 1996, on our consideration of Saluda River Electric Cooperative's internal control 
structure and its compliance with laws and regulations.  

As explained in Note 1 of the notes to financial statements, Saluda River Electric Cooperative, 
Inc. changed its method of accounting for certain investments in debt and equity securities in 
1994.  

Raleigh, North Carolina, 
March 8, 1996.


