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to the Memberc and the Bo ard of Directorc';y.y
j Dairyland Power Cooperative:
n .

We have examined the balance cheets of E AIRYL A!!D POWER
1-

Q COOPERATIVE (a Wisconsin cooperative) ac of December 31, 1978 and
AA
Uj De c emb e r 31, 1977, and the related ctatements of revenuec end expences

[,]i and
,

patronage capital and cources of fund a used for constructirn fo r
!=

k the years then ended. Our examinatic nc were ade in 1ccordance with

$
generally accepted auditing standards, and accordingfy included cuch'

4w
E] tests of the accounting reco::c an d cuch other auditing procedurec as
.,

we considered nececcar', in the circumctancer
E( '
P
F

[il.
ac discuc ce:1 in : lote 4 to the inancial statements, on

5 March 6, 1979, the 'F i c c o n c i n Pubile "ervice Cemiicsion denied a
f(i

.I' certificate of need fo: conctructio: m f the Tyrone Energy Park
a
m
Ps nuclear generating plant. The Coope rative ani the other participants
e
o

O have not determined what action et ill be t.aken and therefore the
a

b
:i . ,

f.' outcome of thi: matter in uncertain at thic time,
iscs
b. l
#g Ar diccucced i n !' o t e 10 to the financial statementa, the
p.-
p.

{ Wisconsin Department of Revenue ic challenging the Coope:ative'c
~: ,,

[, ::ethod o f determining its g re c c revenues licence fee for the yearc
rs =
pa
c. ' 1973 through 1977. The Cooperative ic contecting the Department of

{:j
k- _ Revenue' c acceccment fo r additional licence fees, however, the
*m,4
[s cdditional amount to be paid, if any, is not determinable at thir
f,
s

time.-
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(,1In our report dated March 17, 197d, cur opinion on the
wy >

1977 finnncial ctatements wac unqualified; however, in view of the e

kNCommi ccion' c o rde r and the Depa r t men t of : lev enue ' c accessment
5 E

pa.

g%referreu to above, w h i c '. occurred cutcequen' to the date of our g
<:.1

previouc report, our pre cent opinion on he 1977 financial statements, gy'

V'a
as exprecced herein, in different fran that expresced in our previous '

, r((|p
*report.
a,

t

In our opinion , cu b .j e c t to the eff<o- c of the outcome of N
I,

jthe muttern deceritod in the precedin,; pn o,:raphc, the acentpanying c
, v

financial ctatementr p re r mt f'irly the f.nancial pocition of m,s(W y
Dairyland Powe: Cooperat2 e of ecember 31 , 1978 and Dec)mber 31, ,hg

m
->

1977, an 1 the recult: or its operatie: . md courcar., of funds used *a
AL ,

fo r conctructicn Jo: the je a then endet, in confo rmity with a
*

YV
generally 2eeepte: a c count in ' prin'iple applied on a conciatent g

b.{* U ]
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' \ DATRYLAND POWER C00

) ?

BALANCE SHEETS _ _ DECEMBER 31, 1978

A S S E T S

1978 1977
ELECTRIC PLANT (No te s 1, 2, 3, 4 and 6): CA

Plant and equipment, at original co st $209,470,904 3201,370,415
Accumulated deprecirition (88,009,424) (80,563,315)

____________ ____________

$121,461,480 $120,807,100
Con struc tion wo rk in progress _

Tyrone Energy Park 7,486,879 4,600,783
John P. Madgett Statien and other 161,35),24S 106,600,060

Nuclear fuel, at amortiz d co st 10,290,670 10,980,183
____________ ____________

$300,592,277 ?242,988,126
____________ ____________

INVESTMENTS, at cost
Capital term certificates of National
Rural Utilities Cooperative Finance
Corporation (Note 5) ? 8,792,372 2 8,147,394 i

Pel.lution Co'.drol Bond pro meds on
deposit with trustee 2,941,655 -

Other investment 3, principally
nonutility property 3,854,090 1,966,436

____________ ____________

Total investments 2 13,588,117 ? 10,113,830
____________ ____________

C0t
IJURRENT ASSETS:

Cash 2 389,761 $ 352,589
e

r##
Accounts receivs.le-o

Energy sales 12,087,698 9,519,526 C

Other 1,446,274 659,772
,
"

Inventories, at average cost-
Fossil fuels 40,294,051 25,179,681 A

'.!aterials and supplies 2,534,703 1,888,389
Prepaid expanses 1,209,240 1,490,057

,

e____________ ____________

Total current assets ! 57,962,333 $ 30,090,014
____________ ____________

DEFERRED CHARGES ? 646,364 S 369,433
________ __-_ _ _ _ _ _ _ _ _ _ . _

2372,789,091 ?292,561,403
============ ============

The acccuparo i n C n c ' ''' to fiC3"C1'l ' = " * " :m t s arc al

1 0
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BD D ECF'!BER 31, 1977

CAPITALIZATION AND LI AB ILITIES

1978 1977
ITALIZATION:
ong-term obligations, less current
naturities included below (Notes 2,

3 and 6 )_
Long-t .c debt $250,704,197 $19 7,4 9 0 , 5 2 3Subscriptionc to capital term

certificatea of Naticnal Rural
'J t il i t i e s Cooperative Financo
Corporation, due in varying
annual amounts to 1984 (Note 5) 2,663,378 3,083,739Capitalined lease obligations
principally at implicit
intereos rate of 70, due in
very:ng amounts to 1995 7,974,798 ?,266,707

___-_____ -- --_-__---___

Total l on g- t e rm ob l iga t i on s $261,342,373 3198,840,969
--___---_--_

=be= and patron .quities- __--__-----_

'denb e r s h i p fees
? 8,839 3 S,495Patronaco capital (Notec 4, 3 end 10) 56,704,530 57,550,907
____-_-__-__Total m" ber and patron -_____ ---__

equities
$ 56,713,369 2 57,559,402
________ ---

Total capitalization -__--_______

$318,0 5 5,74 2 3256,400,371
IMGENT LI AB ILITIES AND CC'."2IT! DENTS
otes j, 4 and 10)

yvL r t n L, ,L L - L I .y e.a., ,r-
-a u

.

r c. n t naturitioO of long-tern
bligations

? 6,720,584 3 6,326,;o3.e payaole (Not> 7)
cunta payable- 22,000,000 9,100,000
eneral
,cnctruction o,497,105 4,916,360
rued liabiliti-c_ 11,149,477 9,571,118
ayroll and vacaticr pay
axec 1,260,880 1,15?,335
nterest 1,118,904 847,366

1,435,473 404,?26uclear fuel reprocencing ec,t-
(Noto 1)

th r 2,285,974 1,712,230
c,> p t,,i , o, c p. o,3xo,ocaors a. ,

Total current liabiliti.,c
---------___ ____---_--__
e. 5 4 , 7 s ,, , ,4 c) , e, , 7 r,i , g ,o .,

0
+ ,

-_-----___-- --__--------

?372,799,091 ?292,561,403
===========- ==_=========

n tt gral pa rt of these balane. ;heetc

40



DA IRY L A!ID POWER COOPERATIVE WP
- - ,;i

STATEMEt'TS OF REVFNUFS AND EXPENSES A!!D PATRONAGE CAPITAL Y D

FOR THE YEARS ENDF9 DECEMBER 31, 19'78 AfiD DECEMBER 31, 1977
-.
Y;t

REVENi;ES AN D EXPENSES _
1978 1977 M. .

'fg
v .e;

OPERATING REVENUES:
Sales of electric energy $82,213,485 $ 76,64 6,821 j
Other _____1_9_2_5__5 _ _ _ _ _1_ 7_ 2 _ 8 8_ kM7 1_ s

.

Total operating revenues _$ _8 2 ,. 2 3 3 2 ,0 $76 6_64_2_0_9_ &n
0

_ ___L L _
WOPERATING EXPENSES: :~ ? j*

:iPower generation-
Fuel ?33,040,161 $34,580,026 f,
Operation 5,412,069 4,928,027 $+.
Maintenance 5,769,027 3,999,391 U N<

Purchased and interchanged power 20,252,806 14,915,518
Trancmission- M pg

"(hsp
Operation 538,300 511,332 j
Maintenance 1,217,988 1,002,696 1

Administrative and general- 4
Operation 3,602,641 3,040,021 [~j
Maintenance 93,768 111,862 Kf

Depreciation and nmortication (Not- 1) 6,642,379 6,454,100
q(@

wa

Taxes 2,801,947 2,561,910
___________ ___________ , ,

Total operating exponcoa 379 371 086 $72 104 883 .J ty2 1 2 1
t .

Oporating margin, before intoront <%
t Q

_
1j62 154 _$_4 559 126 0anc other deductionc .3 _ 2 2 2 2 M

INT EREST AND OTH r:R DE DiiCTI ON S: 2: ',

n!iInterect o *. -
Long-term obligations ? 9,952,491 $ 5,499,989 '7
Short-term oblig a t i onc 972,804 875,383 --

"

Allowance for borrowed funda uc< d during Q
construction (:;o t e 1) (7,825,728) (3,745,206) hg

Other _____1_8_1_3 _5 2_ _ _ _ _ _ _ 9_ 2 _ 8_ 7 cm*7_ ,,

Total int" rest and other dcductienc 3 3,117,919 3 2,639,953 E . *x,
___________ ___________

.

Operatin marcin (deficit) 2 (255,765) ? 1,919,173 Q
,.

NONOPERATING "ARCIN (!dFICIT): ,7 '

1Allo w an c e fo- funds, other than co r rowuu
funds, used during conctruction (Note 1) 3 1,121,072 J 1,452,636 "$

Other (274,168) (32,841) ,;g"",a
___________ ___________

Net margin ? 591,139 3 3,338,968 g
P A TR0i; ACI CAPITAL YC

' y, . .;

PATRONAGE CAPITAL BEGINNING OF YEAR 57,550,907 55,08C,755 ,71 .

RETIREMENT OF CAPITAL CREDITS (Note 8) (1,437,516) (874,816) fd'
7:b

PATRONAGE CAPITAL END OI- YEAR, including Zd
marginc assignable of $591,139 in 1978 Wrij

===1_=550907 Mff!and ?3,338,968 in 1977 356,704,530 $57 ==1=== m%=========== -

-
s

NThe Accompanying notoc to financial statements -

are an integral part of thece ntatenonta 2 k.ng > y,



DAI:1YLAND POWER COOPERATIVE

STATEMENTS OF SOURCES OF FUNDS USED FOR C0!!STRUCTION

FOR THE YEARS ENDED DECEMBER 31, 197d AND DECEMBER 31, 1977

1978
TUdDS GENERATED I!! TERN ALLY:

-
1977

Net marginc $ 591,139 $ 3,338,968
Noncach itenc-

Depreciation and amo r t i z a t io:1:

Charged to operationc 6,642,379 6,454,100
Charged to clearing and other accounta 1,029,592 1,037,751

Nuclear fuel amo rtiz a tion 689,513 27,638
All ow an e e fo r funds other than bo r rowe d

funds iced during conctruction (1,121,072) (1,452,636)
____.._______ ___________

Funde generated Jrom operationc 7,831,551 3 9,405,821*

Retirement of capital credita (1,437,516) (874,816)
__________._ ___________

Funds generated in t e rn ally $ 6,394,035 $ 8,531,005
____________ ___________

FUNDS OBT AINED FROM OUTJIDE S O U R C :' ";
Long-term borrowing fror FFB and

REA (Note 6) $ 5 5,4 64,174 $49,654,000
Pollution Control Pond finnneing, lecc

amounts on deposit with tructee 10,658,345 _

Sho rt-term torrowinc 12,900,000 8,600,000
Repayment of Jong-term obligatienc to REA (5,456,279) (5,174,324)
Reduction of other long-term debt (291,909) (273,720)

____________ ___________

Net funds obtnined from
outcide nouncer $ 73,274,331 $52,805,956

____________ ___________

DTHER SOURCES (USES) OF I'U N D S :
Purcha ce o f capital terc a rtificates,
nct of change in cubccraption 3 (1,065,339) S (440,128)

Decreace in other invectment: 112,346 16,264
other, net (276,587) (105,828)
Changen in other working capital items-

Cach (37,172) 244,488
Accounts -eceivable (3,355,274) (669,769)
Inventoriec (15,760,684) 3,098,424
Prepaid expence 280,811 (226,021)
iccounta payable 3,159,104 5,688,467
Accrued liabilitie. 2,118,992 621,437

____________ ___________

To t al other cources (u ce s)
of funde ?(14,823,803) $ 8,227,334

____________ ___________

FUNDS USED F0F C 0" ST RU C T I O', 3 64,844,563 $69,564,295

d@- Allowance fo r fundo other than
bo rrowe d funds used during conctruction 1,121,072 1,452,636

____________ ___________

ELECTRIC l'LANT ADDITICNS $ 65,965,635 $71,016,931
= ========= ===========

The :ccompnnying notoc to financial ctatemento
are an intecral po"t of thece statementc

- 7i
4 0 ') JJ\
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!!OTES TO ;

FI!i Af!CI A L
STATEMEtiTS

(1) Summary of Significant Accounting Policies-
..

_

Organizatton:
.

u.
.

Dairyland Power Cooperative (the Cooperative ) is an @
electric generation and transmission cooperative
association organized under the laws of Wisconsin. The , ' ,
Cooperative provides wholesale electric service to
member dictribution cooperatives engaged in the retail
sale of electricit'. to member consumers located in

~.
Wisconsin and partc of "innecota, Iowa, and Illincis. -

(OThe accounting records of the Cooperative are maintained
in accordance with the uniform sys te.n of ac c oun t s $prescribed by the Rural Electrification Administration r
(REA).

Depreciation: '
,

Depreciation ic prov' i based on thc ntraight-liae a
method at ratec whien we designed to amortice the i

original cost of properties over their estimated eful 2
lives. The provision for depreciation averaged s/'-#

-..

depreciable plant balances for 1978 and 1977. C
4 :(

Amortication of I'uclear Fuel N
Vi

The cost of nuclear fuel is charged to fuel expense i
based on heat produced for the generation of electricity. c
The calvage value of fuel asceablies and coct of disposal if[
of cpent fuel are being recorded over the lives of Y(
individual assemblies based upon management's estimate 'P

of such amounta. Q.
MIncome Taxer: 4:

.

tr. .

The Cooperative is exempt from Federal and state income ,y
taxer Accordingly, no provision for such taxes hac f.
been T.ade in the accompanying financial ctatements. Q

Allowance for unds Uced During Ccnctruction: y
W

Allowance for fundo used du."ing construction represento k
(%

the cost of borrowed funds and a return on other
capital used f or cons t ru c t io:. purposes and ic capitalized T
as a compenent of electric plant. The amount of cuch LWa l l o w a :. ; e ic de te: .inc4 b; 2; p s jing a rate tu the 2 -

b s l a :i ; e n: certain R+:triu p l a: + additions under i
construction. The rates used varied from 5' to 7-1/2% sg
in 1978 u.d ~: to 7-1/2I in 1977, depending on the LfAcource of funds.

9;
-

.

#
7 '/ 1

i ) ) l- g
w

-1- N
s<.

-_ . _ _ _ . _ - . . . . . . . . _ _ . . . . , , -



NOTES '0.
FINANCIAL
STATEMENT 0
(Continued)

(l' Surmary of Sicnificant Accour.t inc f olio les ( Con tinued )-,

Property Additionc:

The cost of renewalc and hetterments of units of
property (aa dictinculched f r o c. c.i n o r items of propccty )
Ic charged to utility plant accounts. The cost of
unita of property retired, cold, or otherwise dicposed
of, plus removal coctc, loca salvage, 10 charged to
accumulate; provision for depreciation. No profit ar
loca is recognised in connection with ordinary retirements
of prvperty unito. 'hintenance and repair costs and
replaecment and renewal of itema lecc than unito of
property are charged to operating expencec.

(2) ';u c le n r (eactor-

The Cooperative has operatei a nuclear generating facility
under a provicional orcrating licence which expired in 1975.
The reactor lo presently being operated under an informal
extenulon of the provicional operating licence. The Cooperative
hac applied for a l e - n a n t :. t operating licence and the licence
ic expected to be granted in 19 d ' .

(3) Construction a r. d ' ommi t-mon t ;-'

During 197',, the Cooperative commenced conctruction of a
cteam electric generating station, the John P. Madgett
Station No. 6 ( formerly Alma *: o . 6), near Alma, Wisconsin.
The project will have a net generating capability of approxi-
mately 3 5 0 'n u n d 10 coheduled for conpletion in 1979. The
total cost of the project ir nreuently estimated to be $173
million. The Cooperative hac incurred costs totaling ?l44
million through December 31, 1971 and related outstanding
c omm i tme '.t c aggregated approxinately 210 million at that
date. The Cooperative ha:, 'irranged long-term financing for
cubotantially all of this p: . ject

The Cooperative's 1979 ectivited conctruction program ic 246
million. Financinq of ecnctruction ic expected to be
provided by borrowing; from the Federal Financial Bank (FFB)
and chort term linec of credit .t i t h the National Rural
Utilities Cooperative Finance Corpor'ition (NRUCFC). The

.; . " r.illion for the completionbudget includer, approximately
of the John P. "adgett S ta t i .

Jj7
-

?00
.

s j4U/
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% 41
NOTES TO E %

FINANCIAL I,L
STATE!.fENTS ,H
(Continued) Ei

%

(4) Tyrone Ene13y Park-

The Cooperative, together with three other utilities, is a [*JM
W'lparticipant in the development of the Tyrone Energy Park, a

1,100 uegawatt nuclear generating plant to be located in
western Wicconsin. Under the conctruction and ownership 1 . ",
agreement, the Cooperative is to have a 13% interect in the
plant, however, itc ownership commitment is presently limited %
to $10 million. In the event the Cooperative does not kb

$!,increace ito ownership commitment to its 13% interect ac the
plant development progreccea, Northern States Power Company - p
Wisconcin (au the conutructing company and 67.6% owner ) may
accume a portion of th. Cooperative's ownerchip. The Nuclear 4'
Regulatory Commiccion has incued a permit authorizing g)

f.wconstruction of the project. <

. .') r$

On March 6, 1979, the Public Service Commiccion of Wicconsin EU
incued an order denying the application by the participants -%
for a certificate of need for the propoced Tyrone Energy
Park nuclear plant, and directing the jc!nt ownera to apply . C';
for a certificate to construct a cmuller coal-fired plant. DI

hThe participanto have not had cufficient time to review the
order to determine ethat .etion will be taken. MM

my

Throuct December 31, 1973, the Cooperative's expenditures g ";
for the project were 37.'> millicn and additional commitments, it

^ ]3
6had the project been cancelled, were 32.5 million as of that

date. In the event of termination of the project and to the
extent costs are not otherwise recoverable, the Cooperative
will ceek (and management believen will receive ) approval fj

d@
from the Rural Electricution Adminictration to recovc auch
cocts through increaced rates in future yearc. In the event

Q'cuch approval 11 not received the costo incurred would ce
expenced. The ultimate effect of the outcome of thic matter .Non the f!'ancinl statementu is not precently determinable.

(5) Invectment in National Ru:a1 Utllitie.
Cooperative Finance Corporation- 3. a.1

?s

The Cooperative hau purchaced or cubocribed to purchace .,

approximately 19.8 million of uncecured cubordinated capital
tern certificutt s to be incued b; the National '; ural Utilities
Cooperative Finance Corporation. The certificates will bear 4

interect at the rate ef 3^ per year and will mature in 2020, ,p

@%
2025, and 2030. Of the above amount, ?3.1 million will be
purchased during the period 1979 to 1984 In annual installmento
approximating .87 of operating revenuca, ac defined. 67s;>

..

.
?*
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(6) Long-Term Obligation-

The Cooperative'u long-term debt oututanding ac of December 31,
conaicts of the following

1078 1977

REA Obligations (2%) 3120,919,931 $123,761,650

REA Oblication (5%) ;,872,670 -

FFB Ob11 cations
(7.6% - 9.0%) 113,000,000 65,000,000

:.RUCFC O b l i g a t l o n :.
(prime ;)l u s 1%) 5,3?$,000 4,400,000

City of Alma, Sicconsin
Follutio:1 Control dondo
( 4. 3% - 6-1/8 % ) 13,000,000 -

-- -----,,.- ---- -----.

'2 % ,717,601 $193,161,650

Lect Current ".aturitieu 6,013,404 5,671,126
-_------- __ _-_.-------_-

Total Lo n g - T e r:r D e t; t ?250,704,197 3187,490,524
:=;=- ;_=== =======,===

Lang-term obligations to the ret are payable in elual quarterly
principal and intcre :t inctallments to 2012.

Principal repayment, on the long-tern obligation to the Federal
Financing Bank begin in 194 3 and extend through 2012.

Interest on the "huCRC oblication in due quarterly to 1932 and
is due in 1982the principal

The pollution control Lands are payable in increasing annual
amounte in the years 1980 through 2008.

Substantially all of the Cenperative's accetc are pledged as
collateral for these obligations.

_ , - ., -. -

489 333
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NOTES TO 1
FINANCIAL e.
STATEMENTS .

(Continued)
n

(6) Long-Term Obligation ( Continued )- i

4

Maturities of the Cooperative'n long-term debt, rubscriptions +

hhfor capital term certificates and capitaliced lease
obligations, during each of next five years are as follows: ;,

w ,

hA

_'I e e_r_ Amount Mcs n

1979 3 6,720,584
1980 6,9/.7,301

%g j1981 7,313,392 4
1982 12,625,339 i|d
1933 o,888,256 >#1er

n
The remainder of the long-term obligations of $227.568,085 %,
at December 31, 1978, is due during the years 1984 to 2012. niy;

(7) Lines of Credit- fj
s,llo provide interin financing, the Cooperativo has arranged
k,gp#lines of credit aggregating $25,750,000, principally through

r)kNRUCFC. Substantially all borrowings are at an interest
rate of prime plut 1/2'. "~S

+r
1978 1977 w.

(millions) M;
b>

Average borrowing outstanding $ 9.7 $ 3.7

h -i
Maximua amount outstanding $25.4 $11.8 p;

rn
Weighted average interest rate j9

at year-end 11.75 8.25% g)i
t'

flWeighted average interest rate
for the Lear 9.9% 7.6%

.

e_

There are no compensating balance requirementc or fees 49
relating to the lines of credit. si

.n.<
At
g;je|(8) Retirement of Capital Credits-

P'

The Cooperative's Bcard of Directors has adopted the pelicy I''Xf
cf retiring capital credits allocated to patron members on 'M
a "first-in, first-out" basic so that at all times the LMI
Cooperative will nut retain as patronage capital ary capital 73

(4[I
contributed or deposited more thaa twenty years prior to the J

current year. Accordingly, the 1957 capital credits were -

[[d.
retired in 1977 and the 1958 capital credits were retired in 5
1978. Implementation of this policy is reviewed annually oy
the Board of Directors and no cash retirements are to be a ? "'

Imade which .vould impair ;he financial condition of the
;. $'

Cooperative or violate any terna of its agreements.
nj

r
, .,,f m
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NOTES TO E

FINANCIAL f

STATEMENTS i
4

(Continued) i
+

s

(9) Pension Plan- :
,

e
Pension benefits for substantially all employees are provided ?

through participation in the MRECA Retirement and Security j
Program. Pension cost was approximately $825,000 in 1978
and $735,000 in 1977. The Cooperative's policy is to fund g

pension costs accrued. i
e

a
( 10 ) -Con tingenc y-

4
.*

Se Wisconsin Department of Revenue har examined the d
Cooperative's method of determining gross revenue license i

{
fee for the years 1973 through 1976, and has assessed
deficiencies and interest of approximately $1.1 million

p!for these years. The Cooperative ectimates that additional
licerse fees of approximately $600,000 could be assessed {
for 1977 if the Department of Revenue's method of computing g
the lice: se fee is applied to that year. These amounts a
have not baen reflected in the accompanying financial
statements. License fecc for 1978 have been accrued on a c

G
new basis of accessment approved by the Wisconsin Department g
af Revenue. 3

$
The Cooperative, on the advice of legal counsel, is vigourously
contesting the findings of the Department of Revenue and '

believes that any liabilit, will be cubstantially reduced |j
or elininuted; however, the outcome of this matter cannot j

precently be predicted. T
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