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C

he Tavnton Municipal
}

Lighting Plant reached

thiee milestones in 1993 all

without much fantare

We logped a peak load ot 101
megaswatts last Juls, & new high
for TMLP and a Hrm indica

tor of commercial and mdustrial

NERAL MANAGER'S LETTER:

growth in our service territory
tor the sevond consecutive vear
We boosted our prompt pay
ment discount o five percent,
up trom the three percent dis
count olfered since August 1992
Customer rebates totaled an all

3

time annual high of $662.000
Finally, we set a record for the
"
number of custamers we serve,
addhing our 30 000th customer
in December an event our
commissioners marked with a
Ont 1))4:(![}', .:x|‘||lu;':.|| thred

percent discount far all 30,033

IMLP customers

Fhoogh deserving of tanfare,
nane of these milestones com
manded center stage for any
length of ttme. lavariably, the
\}n\!il.‘f‘l kept returning to the
emvironment - and how best to
ensure compliance with the
growing number of regulations

now governing our industry

Just keeping track of fast
changing State and Federal
KA'\‘\ILIIIUIP lite l'.l”\ t‘(\d’ll' a
tull-time job this vear when we
added an Environmental Com
phiance Administrator to ows
management team. In our Pro
duction Department, prepara
tion tor Phase 1 ol the Iu«!rl.l[
Clean Air At xl«'mn--i up with no
less than a dozen new projects
Related efforts got underway in
our Energy Services and Plan-
ning Department. They began
to explore new models for
power supply planning based on
environmental dispatch eriteria

still virgin tervitory for all of us
in the power ‘yrmhn'lum mdus
try. All the while, we expanded
our demand-side management

elorts, intensitied our investiga

tion into new emission reduction
technoiogy and continued our

search for more environmentally

friendly fuels

This “vear ol enviranmental
compliance™ can best be de

scribed as a balancing act - om
where we continued 1o strive to
deliver sale, rehable power at
the lowest lnmxlhlr cost and, at
the same time, comply with a sca
ol new, ancreasingly stringem

regulations that have alreads

hegun to beost the cost of pow
er production. For 1993, 1 am
pleased to report that we main
tained the balance. The chal

lenge, however, has just begun

N

JOSEPH M _BLAIN
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MS AND

“The path we chose to test
and reduce stack emiasions
will actually improve the over-
all performance of the plant.
And the better we run, the
more it will henefit TMLFR™

KEN GOULARY
Maechanicsl Enginser

TEC, NOx AND SO«x:

New Standards



SPECS FOR THE

STACK

TEC TALK

SMART

LIGHTS




GREEN POWER

MECK THE BATTERIES

ONE VAN, TWO LANDFILLS, AND PARTNERSHIP WITH THE PRESIDENY




“Our electric van s on‘bw

that we're bringing the future Seksur
ratepayers, giving them 2 glimpse
of the year 2000 today.”

M IRVING

Planning Engineer
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COST

T-ookin

“We're committed to meeting

not anly the lettey of environ:
mental regulations, but their

;mvil as well - at the lewest

possible cost to our customers.

For us, that's more than &
company mission statement,

Because we live in the commi-

nities we serve, we consider jt

a personal responsibility.”

JOSEPH BLAIN
General Manager
&

&



ometimes Invigorate

sometimes frustrated, we fo

cused an environmental issues in

F99 3 — renewing our long-stand

mg commmmoent 1o serve our

customerns 1o an covironmentall

tesponsible was, The activities

resviewed an this report arc

cstimaony to that commitment

However, one question kept sur-

tacing over and over this vear

without any delinite answer

What will it all cost? As repula

tions become mare stringent aned

mcreasinghy complex measures

must be taken to achieve new

.
environmental standards, that

question ultimately will be an

swered by our customers = and

users of electricity across the na

von. Like us, thetr }ull'l tos will

be looking 10 the huture and

tinding the nght balance
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AUDITOR'S LETTER

- . ! i y "

Municiful Light Commission of the City of Taunton

Taunton, Massachusetts

We Kave audited the accompanying balance sheets of the Taunton Municipal Lighting Plant (a depart-
ment of the City of Taunton) as of December 31, 1993 and 1992, and the related statements of earnings,
retained carnings, and cash flows for the years then ended. These financial statements are the responsibility of
the Plant’s management. Our responsibility is to express and opinion on these financial statements based on
our audits
{ We mndu.v(rd our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and p;rfurm the audit to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, on 4 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 pre-
sentation. We believe our audits provide a reasonable basis for our opinion.

As discussed in note H to the financial statements, the Plant récords pension expense based on a formula

. determined by the City of Taunton, whereas generally accepted accounting principles require the use of artu-

arial methods in determining annual pension expense. The effect on the financial statements of not using
| actuarial methods has not been determined. In addition, certain disclosures rcqun.rrd by the Governmental
Accounting Standards Board relating to pensions have been omitted

in our opinion, except for the effects of such adjustments, if any, as might have been determined to be
| necessary had we been able to determine the effects of not using actuarial methods in determining pcnsiop-
expense and, except of the omission of certain pension plan disclosures required by the Governmental
Accounting Standards Board, the financial statements referred to in the first paragraph prrsLnt fairly, in all
material respects, the financial position of the Taunton Municipal Lighting Plant as of December 31, 1993

and 1992, and the results of its operations and its cash flows for the years then ended in conformity with

generally accepted accounting principles

Boston, Massachusetts
February 25, 1994
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BALANCE SHEETS . i

« Assets December 31, 1993
Utility Plant - At Cost ' /
Plant in service ) $88,157,501
Less accumulated depreciation (note A2 -~ 52,318,897
Net utility plant in service 38,837,604
Investment in Seabrook (notes A7 and C) 3,332,311
Construction work in progress (note 1§ ___3,_.“33_11_9

Total utility plant 43,104,689
Depreciation Fund (including $5,820,000 of

certificates of deposit in 1993)(notes A2 and B) 11,836,708 “‘975"’A
Sick Leave Trust Fund (note A5) 2,621,408 2,414,317
Other Asscts X
Investment in Hydro-Quebec Project (note G) 311,472
. Lightwaves (note D) 262,863
Other deferred debits (notes | and K) $03,824
Current Assets
Cash (note B) 1,838,983
Customer dr'puwl.ﬂ (note B) 302,128
Accounts receivable, less allowance for doubtful
accounts of $448,706 and $431,773, respectively 3,352,012
Due from TMLP Retirement Trust (notes A3 and H) 387,836
Materials and supplies inventory (note A4) 1,934 681
Prepaid expenses 113618
lotal current assets »_»‘_l__.s_zg.gg 7,212,88 " 3
$66,969,213 $65.868 41N
Retained Earnings and Liabilities December 31, 1993

Retained Earnings

A§ propriated retained earninps

Loans repayment $18,062,000
(_onstructior repayme nt e A}z“}‘
16,094 434
Unappropriated retained earnings . 28,737,137
Total retained earnings 41,831,571
Long-Term Debt (note E) 16,320,218
Current Liabilities
Accounts payable 1,898,232
Customer credits (note A6) 2,213,766
Customer deposits 308,653
Current maturities of long-term debt (note E) 775,000
Accrued liabilities
Sick leave (note AS) 2,871,838
Interest 579,772
Payroll 154,376
Other 18793
Total current liabilities 8,817,426
Commitments and Contingencies (notes C, G, H and I)
$66,969,213

14 The sccompanying noles are & integral part of these statements




STATEMENTS OF EARNINGS

Yeﬁtmdedbecember 31,

*
1992

-~

§

- w".-_
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1993
Operating revenues .
Sales of electricity . ‘ 7 S 34
Commercial and industrial - $20,947,421 $19,134,214 2
Residential 14,034,188 13,137,746 »
Sales for resale (note G) 2,607,432 3,945,603 5,
Municipal . 1,930,737 1,560,075 f?é
: 39,519,776 37,777,638 e
A
Other operating revenues 362,451 253,006 : %
Total nperating revenues 39,882,227 38,030,644 B
Operating expenses 3 B
Power production bt 20,642,648 20,089,163 3
Transmission and distribution 2o B 2,830,378 2,674.62§ : -
Customer accounting ' 1,979,813 1,599,122
Administrative and general (notes A3, AS and H) 5,390,674 5,643,179 S
Depreciation and amortization (note A2) 3,840,534 3,343,318 *«
Nuclear expense 203,282 241,292 i
Total operating expenses 34,887,327 33,590,698 : N
Earnings€rom operations 4,994,900 4,439 946 e gl
Other expense (income) N i
Interest expense 1,359,329 1,414,104 f
Other expense 2,808 1,662
interest income (443,508) (266,061) -
Other income (note G) __(158,361) !2]62916! At
Total other expense 760,265 B 932,789
Net earnings before provision for payment in lieu of taxes 4,234,635 3,507,157
Provision for payment in lieu of taxes (note F) 2,360,000 2,360,000
Net earnings = $ 1,874,635 $ 1,147,157
‘ LS
STATEMENTS OF RETAINED EARNINGS
Apprr!)_rti.“a_led Re!ained Earnlngg Unappropriated
Loan Construction "Retained
Years ended December 31, 1993 & 1992 Repayment Repayment Earnings
- — —— S S S o e 3
: H
Balance at December 31, 1991 $14,687,000 §$12. 434 $24,090,345
Transfer for bond repayment 660,000 (660,000) ke
Net earnings . e - ',1‘7,;571 g ins ‘
Balance at December 31, 1992 15,347,000 32,434 24,577,502 °
Transfer for bond repayment 715,000 (71 5.600) v
Net earnings - 1,874,635 °-
Balance at December 31, 1993 $16,062,000 $32.434 ' $25,737,137

The accompanying notes are a intagral part of these statemsnis.




STATEMENTS OF CASH FEOWS

Years ended December 31,

1983

Increase (Decrease) in Cash
Cash flows from operating activities:
Net earnings ' ‘
Adjustments to reconcile net carnings to net
cash provided by operating activities:
Depreciation and amortization
Amortization of bond premium
Income equity in losses of Se abrook investment
Change in assets and liabilities
Decrease (increase) in customer deposit funds
Decrease in accounts receivable
Increase in due from retirement trust
Increase in inventory
Decrease (increase) in prrpald expenses
Increase in [J;‘:}HV\AH}N
Increase (decrease) in accounts payable
Decrease (increase) in customer credits
l”\ rease in customer (!r;)!l&lt)
Increase in accrued sick leave
Decrease in accrued interest
Increase (decrease) in accrued [xaw«-l‘-
Increase (decrease) in other accrued liabilities

Net cash prnvidt‘d by operating activities

Cash flows from investing activities:
Net addtitions to utility plant . s
Investment in certificates of deposit - depreciation fund
Increase in Sick Leave Trust Fund
Decrease in deferred debits
v:)' crease ) \n ({{'r"f'l"’ ! '("!“«"
Net cash used in investing activities
Cash flows from financing activities
Pavment of long-term debt
Net (decrease) increase in cash
Cash and cash equivalent at beginning of yea
Cash and cash rw_:)\alrn! at end of year
Cash and cash equivalents at end of year is reflected
on the balance sheets as follows:
l)v'}\!rﬂ iation fund

Cash

Supplrmtnul Disclosure of Cash Flow Information:

Cash paid during the year for interest

The sccompanying notes s*e & integral part of thess stntaments

$ 1,874,625

3,840,534
(3,354
(12,614)

9,922
206,504
(387,836)
(31,938)
3,778
(67,549)
10,892
(466,033)
§.475
356,67¢€
(22,642)
44,350
18,793

"8,376,593

(4,450,888)
($,820,0600)
{207,088)
373,392

(10,104,584)

(7185,000)
(5,442,991)
13,298,679

'$7,855,688

$6,016,708
1,838,983
$7,855,688

$ 1,381,971

$13,298,67

(19,227) 48
356,386 ok

(176,922)
(3,319)
(115,905)
(391,501) %
715,626
24,549
317,228
(20,625) 9%
(17,449)
(1,903
5,124,488

(224,578
166,145 4
. (401,35 i

(3,546,865

v
60,000

917,623

12,381,0
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A mummary of Taunton Municipal Lighting Plants (the *Plant®) significant sccounting consistently applied in the
preparation of the accompanying financial statements follows. ¢ . "fw e

! Rates Taurvon Municipal Light Plant (TMLY) is an enterprise fund of the City of Taunton, Massachusetts (the Chy).
TMUB':M&M.“WJ&WU‘&MWMWMM*MI“.lm,,_;, o
ssofmwwduwawMmuhmwmmmwuu}jm:
tributed to customers within their service area. The rates charged by the Plant to its customers are filed with the Massacha-

e

setts Department of Public Utilities (MDPL) and are subject to Chapter 164, Section 58 of the General Laws, which e
pmvnd«tknpdculhllbeﬁmdwykldnmmtbu“pummudnco-tofdnphnuﬁurtpcymento! e
expenses, interest on outstanding debt and depreciation. The Plant's resulting net earnings amounted to 3.6% and 2. 9% of 4
utility plant in 1993 and 1992, respectively. - et

2. Depreciation  Pursuant to the Department of Public Utilities regulations, depreciation is calculated as a percentage of

depreciable property at january 1. Deprecistion is computed at 4% of the cost of depreciable property.  Depreciation fund _
cash is used in accordance with state laws for replacements and additions to the electric plant in service, B
3. Pension Plan  Subsantialfy all employees of the Plant are covered by a contributory pension plan administered by the I
« City of Taunton in conformity with State Retirement Board requirements (see note H) .

4. Inventery Materials and supplies inventory is carried at cost, principally on the average cost method, ‘ .
5. Sick Leave Trust Fuad The Plant established a Sick Leave Trust Fund (“Trust™) in 1982 for the financing of future sick vy :
feave payments. [t is the Plant’s intention that the Trust be funded 1 the extent of the Plant's sick leave liability and that fu- =
ture sick leave expense will be paid by the Trust once full funding is schieved. The assets of the Trust are shown in the fi-

nancial statements to provide a more meaningful presentation, as the assets of the Trust are for the sole benefit of the Plant. &5
The assets of the Trust are shown at cost. The market value of the trust assets at December 31, 1993 and 1992, were
$2,687,059 and $2,479,026 respectively, The funds are invested in money market funds, treasury notes mutual fudlwhch.}ﬁ':}vl. -
invest in government securities, common stocks, and a corporate bond. Net investment income for the Trust of approxi-

mately $208,000 and $225,000 in 1993 and 1992, respectively, is reflected in the statements of earnings as an offset to LS
compensated absence expense, as these funds are restricted and can only be used for the payment of sick leave benefits, T\l i

‘ LR

net expense for sick leave was $179,000 and $212,000 for the years ended December 31, 1593 and 1992 respectively. 2 e

6. Customer Credits  The Plant's rates include a Purchased Power Cost Adjustment (PPCA) which allows an adjustment of 'fr“; : A.‘
rates charged to customers in order 1o recover all changes in power costs from stipulated base costs. The PPCA provides for ,
a quarterly reconciliation of total power conts billed with the actual cost of posver incurred. Any excess or deficiency in
amounts collected as compared to costs incurred is deferred and either credited or billed to customers over subsequent

- L Y

P" )'“Il

7. Invesiment in Seabrook The Plant's Investment in Seabrook represents a 0.10034% joint ownership share. The Plant N .
records annually depreciation computed at 4% of the initial jnvestment in Seabrook. The Plant's percentage share of new
plant additions are capitalized and their share of operating and maintenance expenses are charged against earnings.

8. Cash Fquivalents  For purposes of the Statements of Cagh Flows, the Plant considers certificates of deposit with
maturities of 3 months or less to be cash equivalents :

9. Reclassifications  Certain amounts in the financial statements for the year ended December 31,1992 have been reclassi-
fied to conform to the current year presentation

Note B - Cash - I »

r AT
The Plant’s cash is deposited with the City of Taunton Treasurer who commingles it with other City funds. The City invests the ﬂ%‘

and credits the Plant each year with interest earned on certain of the cash deposits

.
Cash drrnnltrd with the L'i(l of Taunton consista of the foll(nvin‘ at December 31, 1993

Non- interest hf‘rmg poaled funds
ncluding restricted customer deponits - e PSS
«of $302,125 and $312,042, respectively $5.459 481 y 34582
A ertificates of deposit with retes .
of 4% for 1992, maturing February 1993
Certificates of deposit with rates

of 2.90% — 4% maturing at various dates during 1994 5,198,382
Certificates of deposit with rates
of 5 08% maturing 1996 3,320,000 F
Savings and money market accounts : . r_ = 6947758 :
$13,877,8:3 513,610,926
Cash at December 31, is reflected as follows: 19983 1992
Depreciation fund $11,836,708 311,975,493
Cash v 1,838,983 1,323186
Customer deposit principal and interest fund 302,128 3117047
$13,977,813 $17,610,726

Continved on next page. »
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NOTES TO FINANCIAL STATEMENTS "
& .
Note € - Investment in Seabrook " b sl g : :
mﬂucu-OIOOM%joimmdthSubruoanH‘mpthmuml. * 55

#
The joint owners of Seabrook have established a Decommissioning Fund that is currently held by a Trustse. The Plant's
share of the estimated decommissioning liability is spproximately $324,000 as of December 31,1993 The Plant is mmnéj'
contributing based on  present value formula, $435 per month over 36 years to the fund.

Note D - Lightwaves ; :

The Plant has initiated an energy saving program for commercial and industrial customers known as Lightwaves. The pro-
gram entitles the customer to 4 free energy audit and instailation of energy ¢fficient equipment. Customers are required to
pay a monthly fee for @ 60 month period. The fee is based upon the administrative costs related to the program. The related
administrative costs are being deferred and amortized over the 60 month billing period. As of December 31, 1993 and 1997,

the Plant has deferred these costs which will be billed to customers.

Note E - Long-Term Debt <L
Long-term debt is comprised of the following bonds
l_”’ 1992

Electric Loan Act of 1969

Interest rate — various rates from 7 3% to 8%

»
interest pavable February | and August 1,
due serially to February 1, 2006 $17,.085,000 $17,770,000
Unamortized premium __ﬁ_AO_._z_l_C 431,570
i 17,098,218 ‘ 17,813,570
Less current maturities ~zzg.m 715,000
Total long-term debt $16,320,216 " 7$17,008,570

Aggregate maturities of long-term debt al‘Durmher 31, 1993, are as follows:

1994 $ 775,000
1995 840,000
(996 910,600
199 985,000 »
1998 . 1.065 000
1999 and thereafter 12,480,000
"$17,055,000

Note F «~ Contribution {n Lieu of Taxes
The Plant contributed $2,360.000 in 1993 and 1992 to the City of Taunton in lieu of taxes. All contributions to the City

are voted by the Municipal Light Commission "

Note G ~ Commitments and Contingencies
luterconnection Agreement

The City of Taunton, acting by vote of i1+ Munic ipal Lighting Plant Commission, entered into an agreement with >,
Montaup Electric Company (“Montaup™), fated July 31, 1970, as amended, concerning interconnection of electrical opera-
tions, purc hase and sale of kilowatt capacity, and construction 'n: Taunton of a generating unit of apprnxumuf}) 110 mega-
watt capability The agreement, nnpmllv for the twelve (12) vears following the commencement of operstions of Unit No. 9
on December 1. 1975, was amended and the term extended to October 31, 1988 Under the current interconnection agree-
ment, the City agrees to exchange with Montaup Electric Company fifteen (15) megawatts of Unit No. 9 capacity for ten .
(10) megawatts of capacity from the Canal No. 2 generating unit, 50% of which is owned by Montaup The Plant credited to
sales for resale $265,287 and $393,605 of capacity and energy charges billed to Montaup Electric Company in 1993 and

1992, respec tively, for its share of power under the interconnection agreement

Continuad on next page




o —

Lontinued on next pags.

umc co-duu-umc“mm(m) 3 gl o POV
Hydro-Quebec Agreement : s ,m%. AN K,
In 1988, &mmmmdhwwmmtmdﬁc“dmuww&mm“dm
waaﬁuwtduwsu"ontheownﬁoudammhebmhmlmercbangcdelectrwymﬂcﬁ
mwummwmmwummuwmgmmmm
WSINMWWJ&WJMMNSOMWWMMMM

had obtained financing. In 1991, the Hydro-Quebec project was completed. Upon  completion of this project, each partici-'

pant WMtha&MHymewﬂm:CompmymdmNmEn‘lmd Hydro Transmission
Corporation proportional to their advances. The investment is being accounted for on the cost basis. The stock received is
nmmdnymarkruble but gives the holder rights to purchase power at a percentage of the fousil fuel rate,

Dunng the years ended December 31, 1993, and 1992 the Plant received dividends from the above noted Companies in
the amount of $76,762, and $133,616, respectively,

Note H ~ Pension Plans £

The Plant contributes to the City of Taunton Empluym Mremeuz Syuun ('Sym'). a public employee retirement
system that acts as the investment and administrative agent for the City” All full-time employees participate in the System.

Instituted in 1937, the System is a member of the Massachusetts Contributory System and is governed by Massachusetts
General Laws Chapter 32. Membership in the System is mandatory upan the commencement of employment for all perma-
nent, full-time employees.

The Syster provides for retirement allowance benefits up to & maximum of 0% of a member’s highest three-year aver-
age annual rate of regular compensation. Benefit payments are based upon & member's age, length of cr:dluble service, levd
of compensation and group classification.

Members of the System become vested after 10 years of creditable service. A retirement allowance may be received
reaching age 65 or upon attaining twenty years of servicé. The System also provides for early retirement at age 55 if the pm-
ticipant (1) has a record of 10 years of creditable service, (2) was on the City's payroll on fanuary 1, 1978, (3) volunur‘ily
left City employment on or after that date, and (4) left accumulated annuity deductions in the fund Active members contrib-
ute either 5%, 7%, or §% of their regular compensation depending on the date upon which their membership began. The
System also provides dcadl and disability benefits.

The System does not make a separate measurement of assets and the pension benefit obligation for the Plant. The pen-
sion benefit obligation is a standardized disclosure measure of the present value of pension benefits, adjusted for the effects
of projected ular’ increases and step-rate benefits, estimated to be payable in the future as « result of employee service to
date. The measvre is intended to help users assess the funding statub of the System on » going-concern basis, assess pro're.
made in accumulating sufficient assets 10 pay benefits when due, and make comparisons Imong employers. The measure is

the actuarial present value of credited projected benefits and is independent of the funding method used to determine con- :

tributions to the System ;
As of July 1, 1991 (the most current valuation duc) the Plant’s pension benefit obligation was $22,800,000 dctermined
through an actuarial valuation performed for the Plant. The system’s net assews available for benefits, allocated to the Plant,

on July 1, 1991 (valued at market) were $8,700,000 (excluding assets held in Employee Retirement Trust Fund), kadn‘n ol

unfunded pension benefit obligation of $14,100,000

The Plant has established a sepzrate Emplovees Retirement Trust Fund (Trust Fund) for the financing of future pension
pcvmrnb The Trust Fund had net assets (at cost) of $12,656,000 and $11,781,000 at December 31, 1993 and 1992,
respectively. The market value of the net assets at December 31, 1993 and 1992 was $13,188,000 and $12,304,000, respes- -
tively, The Plant contributed $0 and $350,000 to the Trust Fund dunng the years ended December 31, 1993 and 1992
respectively T

Beginning with the year eaded December 31, 1993, the Plant will recieve from the Trust Fund over the next thirty-two
years, an amount equal to eighty-five percentef the annual amortization of the unfunded pension liability. The remaining fif-
teen percent of the unfunded peneion liability will be contributed from current year operations.

-

-

The following represeats the components of the Plant's recorded pension expensc: / By e m e
December 3 i,

_ . = 1993 1992 g
Contributions to the System $1,378,008 $1,448,083
Contributions (from) to the Trust Fund 2 T (387,830) 349,996
Recorded Pension expense $ 990,178 $1,798,079

o
‘ -
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Note H ~ Pension Plans (cont.) . %

The System's funding policy for the participating entities is not actuarially determined. The participating entities are re-
quired to contribute each fiscal year an smount approximating the pension benefits (less certain interest crecits) w w0
be paid during the year ('P‘"::'j"“ e method). This amount is determined in advance by the Public Employees Retire-
ment Administration (PERA) is based in part on the previous year's benefit payout. No actuarial information s used in
determining this amount. The Commonwealth of Massachusetts currently reimburses the System on a quarterly basis for the +
portion of benefit payments owing to cost-of-living increases granted as specified. Effective for fiscal year ends 1993 and be-
yond, the System has emoved the “pay-assyou-go” method and will amortize the unfunded pension benefit obligation over
thirty-two years. This change has been approved by PERA.

The effect on the sccompanying financial statements of the departure from generally accepted accounting principles re-
ferred to in the previous paragraph has not been determined for the year ended December 31, 1993 >
Note | = Coul-Fired Electric Generating F~lhy

On January 31; 1991, the Plant entered into contracts with Silver City Energy Limited Partnership (the “Developer™), a
Delaware limited partnership. The contracts pertaia to the leasing of a 25 acre parcel, owned by the Plant, adjacent to the
Plant’s Cleary-Flood Station and the subsequent building of a coal fired electric generating facility (coal plant) by the Devel-
(i,ﬂ'l

(he ground lease extends (or a period of forty years. Rengg{ payments to the Plant will be $50,000 per year until Septem-
ber 15, 1994, $500,000 per year until operations commence, and $1,100,000 per year for the remaining lease term

The Plant has agreed to purchase 20% of the power generated once the ¢ oal plant is in operation, which is approximately
10 megawatts The agreement s for twenty years 4

The Plant has secured a mortgage on the buildings and facilities to be constructed to secure payment of the aggregate
differential. The aggregate differential represents funds to be paid to the Plant in the event that the project is not completed,
Payment is based on a dollar value per kilowatt which increases over the duration of the construction period. ;

if operations do not commence by September 15, 1996, the Plant may terminate all contracts with the Developer. In the
event of termination of the contracts, the Plant may be entitled to reimbursement of certain costs incurred by the Plant

As of December 31, 1993, the Plant has uprtl!nc't! Appmumatrh' $1.521.438 of ‘.rgaf and administrative costs which
sre included in construction work in progréss. These costs will be amortized over the contract period once operations have
commenced '

With respect to the proposed plant construction, the Plant is involved in certain legal matters relating to zoning In the
ypinion of management, the ultimate resolution of these matters will not have a material effect on the financ ial statements
Note | - Computer System Conversion - - -

On December 8. 1993 the Plant entered into a3 contract to purchase software The total cost of the software is estimated
1o be $219,555 Pavment is contingent on the achievement of specified conversion milestones. Once the conversion has been
completed, the Plant will be required to pay an annual software maintenance fee of $33,000

-~ ¢
The Plant intends 1o lease the computer hardware, but has not formally entered into any agreements to do so

mNote K - Deferred Maintenance
A unit of the Plant underwent a maintenance overhaul of whic h the related costs are being amortized over a five year pe-

riod. The unamortized balance at December 31, 1993 and 1992 is $903,824 and $1,277,216 rf'tpn!n?h

Note L'~ Post Employment Benefits
Retirees of the Plant under age 65 are eligible for the same heaith benefits as active employees. Retirees over the age of

65 are eligible for MEDEX. This applies to single or fam by coverage and the costs are borne 75% by the Plant and 25% by
the retiree. Retiree's survivors must bear the full cost of the benefit The Plant is charged their prorata portion of the cost

yased on an allecation by the City
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