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1983: The Year It All Came Together

Since they pioneered bringing
electricity to North Carolina before
the tum of the century, the goal of
the state’s municipalities that own
and operate their own electric
systems has been to provide an
adequate, reliable supply of electric

8 wer at l])(‘ !i WESL COSI p( »\\‘h'('

For North Carolina Municipal Power
Agency Number 1 (NCMPA 1), 1983
was the vear evervthing came
together to bring the desired resulis

the planning, the preparation
and the investment of time and
resources all jelled. On July 1, 1983
NCMPA 1 became the all
requirements power supplier tor
the 19 towns and cities that are
participants in the Catawba Nuclear
Station project

[hrough December 31, the agency's

first six months of operation as a
e WOT SUpy »l!(‘l revenues exoeo lx‘\!

both expenses and estimates

In addition Lk‘\[‘ﬂh' a vear filled
with uncertainties in the municipal
bond market, NCMPA 1 suce
marketed a $200 million electric
revenue bond issue in Februan
and tor the first time since it closed
the Catawba purchase in late 1978

retired its first maturing debt, $75

essfully

million in revolving credit notes. A
second planned bond issue had to
be postponed twice during the

vear.”

“That ssuce was successtullv marketed in
January 1984

his annual repont contains details
ind backeground material
onceming these and the agency's
other 1983 accomplishments. The
underlving theme is one of
congratulations to our participating
municipalities, their officials and
citizens We sincerely thank them
for their suppont
For all pracucal purposes, work
wward the Catawba project began in
1974, with drafting of legislation to
authorize the formation of
municipal power agencies in this
state. It has been a long, often

frustrating, and sometnmes

But the
municipalities” support of their

discouraging decadk

agency and its goals and purposes
withstood that test of time and trials
nd 1983 stands as tangible proof
that their judgment was sound
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George W. Clay, Ir!

Chairman

Board ot Commissic Mers

{
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v

l\'.l" h W Shaw
General Manager

Ralph W Shaw ( left ). George W. Clay, Jr. (right )



A Brief History

NCMPA | Chartered—On January 13

1976, NCMPA 1 was chantered as

a municipal corporation under the
enabling act passed by the North
Carolina General Assembly in May
1975 (the Joint Municipal Electric
Power and Energy Act)

Catawba Project Approved—On
February 27, 1978, after two and a
half vears of negotiations between
NCMPA 1 and Duke Power

the NCMPA 1 Board of
Commissioners .IMH" wved the
Catawba project and authorized
execution of joint ownership
contracts with Duke

Compan

Municipalities Approve
Contracts— By July 10, 1978, 19 of
the agency's 20 member cities had
approved the essential contracts
between each city and the agency
Ihe City of Concord, an agency

member, did not vote to participate

in the project

Management Services—In October

1978, NCMPA |
state’s other power agencies
contracted with ElectriCities of
North Carolina to provide the
agency, at cost, with statt and

professional management services

along with the

v

needed to operate its business. The
arrangement avoided the

and expensive
duplication that separate agency
statts would have entailed

unnecessan

First Bonds Sold—On November 16
1978, NCMPA 1 sold a $400

million electric revenue bond issue
at a4 net interest cost of 6.812

percent. It was, at the time, the
second l.u"_:(‘\( isstie of its kind ever
oftered by a public utility

Purchase Closed—On Noveinber 29,
1978, the agency and Duke

closed on the agency's purchase of
a 75 percent undivided ownership
interest in Unit 2 of Catawba
Additional Financing—NCMPA |
has issued electric revenue bonds
annually since 1978 (it sold two
issues in 1981 ), and will continue
periodically to issue bonds and/ or
notes to finance its share of the
construction of Catawba Unit 2.7

Construction Schedule —In May
1982, Duke issued the third major
revision of its Catawba construction
schedule. Catawba Unit 1 is now
scheduled to begin commercial
operation in June 1985, and
Catawba Unit 2 in June 1987, At the
end of 1983, the project was ahead
of that schedule

McGuire Station—Unit 1 at Duke's
William B. McGuire Nuclear Station,
a “sister” plant to Catawba, began
commercial operation in December
1981. McGuire Unit 2 has operated
at 100 percent of power and is

“In January 1984, NCMPA 1 marketed its eighth

bond issue. See Finance section of this report



currently undergoing testing
Commercial operation is scheduled
tor March 1984.F NCMPA 1 has
reliability exchanges with Duke
involving the McGuire plant, which
enables it to get project power from

those units

NCMPA 1 Power Deliveny
Begins—On July 1, 1983, by
utilizing the reliability exchange
involving McGuire, NCMPA |
replaced Duke as the all
requirements power supplier for
the 19 municipalities participating
in the Catawba project

"McGuire Unit 2 began commercial operation
March |

North Carolina’s
Eastern Power Agency
North Carolina Eastern Municipal
Power Agency (NCEMPA ) was
chartered in December 1976, under
the state’s 1975 enabling act. It has
32 member municipalities, all of
which are participants in a joint
project involving ownership

mnterests in four generating stations

operated, or under construction, by
1)

Carolina Power & Light C
(CP&L)

Mpany

In order to close its purchase
NCEMPA sold three major issues of
electric revenue bonds in 1982
raising #1.3 hillion in capital
NCEMPA
became the all requiremenis power

On December 30, 1981

supplier for its 11 participating
municipalities that had previoush
been wholesale customers of
Virginia Electric an Power
Company. On Apr . 22, 1982, the
agency became the all requirements
power supplier for its other 21
participants, who had previoush
been served by CP&I

Like NCMPA 1. NCEMPA has
contracted with ElectriCities of
North Carolina, Inc., to provide it
with professional management staft

and services



Organization and Management

NCMPA 1 is a municipal
corporation governed by a board of
one member of
which is appointed by each

COMUTNSSIONCTS

member municipality. Fach
municipality also appoints an
alternate commissioner who
city at board
nieetings when the regula

I'J}‘H'\(‘IH\”H
commissioner cannot. The board
elects its own officers who, t '}_{t'”l('l
with four at-large representatives
also elected by the board, comprise
committee

the AZENCY S CXCCUe

\i the 1983 elections, held in

December. the board re elected as
officers: Chairman George W. ( L
Ir.. mavor of Shelby: Vice Chairman
Earle E. Riddle

chairman of Lexington, and

utilities commission
Secretary Treasurer David E. Lowe

manager of Lincolnton

Re elected as at large members of
the executive
Molly M. Darwin, council member
Morganton; |.E. Hinkel, ciny

commnmuee were

manager. Monroe; Jack F. Neel, city
manager, Albemarle, and R. Duke
Whisenant, city manager, Newton

Ralph W. Shaw was reappointed as
general manager. James T. Bobo
director of finance and administra
ind William G. Wemhoft,
director of engineering ton

tion

ElectriCities, were reappointed as
the agency’s assistant

Secretary-redasurers

In October 1983, ElectriCities ol
North Carolina, which until then

had been an unincorporated service

association, was incorporated under
new legislative authority as a joint
municipal assistance agency, with
authority to provide a full range of

services to its municipal members

On December 16, 1983, the
NCMPA 1 Board ad | ned a
management agreement with
ElectriCities to continue to provide
the agency with managenient staft
and services needed to run its
business

e management services staff of
ElectriCities carries out the agency's
daily operations, including its
financing and accounting, billing
planning and budgeting programs
In addition, it closely administers
the project agreements and
monitors the performance of Duke
with regard to the utility's
fulfillment of obligations in the
Proje {

( Left to Right ) Whisenant, Walker, Clay, Huffman, Neel, Hinkel



Board of

Commissioners
Morris Baker
Manager, Drexel

* George W. Clay, Jr
Mayor, Shelby

Moily M. Darwin

Council Member, Morganton
W.C. Deadmon

Director of Public Utilities
Landis

James L. Dorton

Alderman, Concord

William M. Edwards
Council Member, Cherryville
H. Max Gunter

Mayor, Bostic

J.E. Hinkel

Manager, Monroe

George Knight

Council Member, Statesville

David E. Lowe
Manager, Lincointon

Judy Mendenhall

Courcil Member, High Point
Jack F. Neel

Manager, Albemanle

Nannie Potts

Commussioner, Comelius
Ronaie Ransom

Council Member, Gastornia
Earle E. Riddle

{tilities Commuission Chatrman
Lexington

Marion Sparrow

Commussioner, Huntersville

David R. Walker
Manager, Maiden
R. Duke Whisenant
Manager, Newton

Margaret S. Wingate
Council Member, Pineville

* Executive Committee

( Left to Right) Darwin. Edwards, Riddle, Sparrow, Mendenhall, Gunter, Gill

Alternate
Commissioners
Clyde E. Bagwell

Unility Divector, Statesville
Joseph E. Baker, Jr
Manager, Pineville

P.E. Bazemore
Councilman, Monroe
Behin B. Beck, Jr
Manager, Lexington

Jack R. Clark

Commissioner, Granite Falls
Wayne Dellinger

Mayor, Newton

Kenneth Harris

Mayor, Drexel

Pauline T. Helms

Council Member, Albemarie
Gary D. Hicks

Manager, Gastonia

John Hoke

Commussioer, Cornelius

Eric L. Jones

Alderman, Landlis

Andrew M. Kistler, 11
Mayor, Morganton

john E. McGinnis

Councilman, Cherryuville

Marcus C. Midgett
Councilman, Maiden

H. Lewis Price
Manager, High Point

Stephen Rovster
Alderman, Shelby
Wayne Sheppard
Councilman, Bostic
AE. Tarr

Aleierman, Lincolnton

Concord & Huntersville seats
tacant at year end.
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The Participants

The 19 municipalities that are
participants in NCMPA 1's Catawba
project range in size from High
Point, which is North Carolina’s
sixth largest city with a service area
population of more than 66,000, to
Bostic, with a service area
population of 370 and an electric
distribution system that has only
141 meters.

Together, the 19 participants
provide electricity in a 14 county

area in the state’s Piedmont section.

That service area is 571 square
miles in size and has a population
of more than 280,000. In 1983,
these 19 “electric cities™ provided
2.5 million megawatt-hours of

New York City

Washington

North
Caroiina

Atlanta »

Miam: o

power to their customers, which
generated $133.5 million in electric
revenues.

The state’s Piedmont section is a 40
county region that stretches from
the foothills of the Blue Ridge
Mountains east to Raleigh, the state
capital. The area, which
geographically comprises 45
percent of the state, is North
Carolina’s leading area in growth,
population and wealth. The
Piedmont has more residents than
the Coastal and Mountain regions
combined.

North Carolina

Eight of the participating cities are
the county seats of their respective
counties. The 19 include some of
the state’s oldest existing electric
utilities. Three of these municipal
utilities were established prior to
1900 and eight of them were
operating by 1910, although none
now owns any independent
generation facility.

Through their joint action in
creating NCMPA 1 and participating
in its Catawba project, the
municipalities have retumed to
their historic role as full partner in
the state’s electric power supply
community.

The participants, and the year their
electric systems were established,
dare:

1. ADEIEIE .- vo v (1910)
2. PO o on v sia e ns e bl (1920)
3 Herylie: ....iiiniiavs (1906)
. COrmelS  ...:vvsvaccivss (1905)
5 TRAREY s piiihnss s imnans (1926)
G GO . . ;oo e (1919)
7. GeaniteBalls ............. (1923)
B HghPoER .....ir000is0 (1892)
9 Huntersville ............. (1916)
PO LIS . ... oies iy iR (1919)
§E. LONMNEOR . .oisoicoisiiinen (1904)
2. TN oo i anenes ( 1900)
B DIRIREE . - v oo vemnh aen (1920)
14 Moo .o.coovnvisrusneds (1912)
IS MOFENMON ...v.nasiisiidi (1916)
16 Newton .....ccovievvamess (1896)
17. Pineville .......cco0000m0 (1939)
B SRR i s (1912)
1O, SENEIIE . .occnnihan ey (1889)



Operations

At 12:01 am. on, July 1, 1983,
NCMPA 1 began supplving the 19
municipalities that are participants
in the agency’s Catawba project
with all requirements power. In
doing so, the agency replaced Duke
as the power supplicr of those cities
aid towns

From July 1 through December 31,
1983, the agency supplied its cities
with 1,495,498,000 kilowatt-hours of
electric power. Operating revenues
of $51,716,000 for the penod
represented an excess of revenues
over expenses of $6,855,000. The
average monthly power purchases
by the cities from the agency were
252,204,160 kilowatt hours. The
average monthly agency billing to
the cities was $8.619,000

The Reliability
Exchanges

VCMPA | has a 7S percent
ownership interest in Unit 2 of
Catawba, which is stll under
construction

However, the agency and Duke
have also agreed to two reliability
exchanges which. together, have
the effect of providing the agency's
base load ownership resources in
essentially equal amounts from
each of the four units of the
Catawba and McGuire nuclear
stations

e agency was able to begin full
operation on "uly 1, 1983, by getting
project power from McGuire
through the McGuire reliability
exchange

Unit 1 at McGuire began
commercial operation in December
1981 and Unit 2 is scheduled to
begin commercial operation in
March 1984.7

Construction of McGuire, which is
located on Lake Norman in North
Carolina, 17 miiles nonth of
Charlotte, began in April 1971, Tl
two McGuire units are rated at 1180
megawatts each

"McGuire Unit 2 began commercial operation

March 1

The Basic Agreements
Under the agenay's contracts with
Duke, the company will build, fuel
and operate the Catawba plant, and
will supply NCMPA 1 all the
additional (supplemental) power

its 19 participants need beyond that
generated by the agency's
ownership entitlement in the
Catawba project

Each of the 19 municipalities has
execured a power sales agreement
with the agency. In those contracts,
the cities have agreed to pay tor an
weregate 100 percent of the cost of
the AZENCY S project Those
agreements are “take or pay
contracts and torm the security for
the agenayv's bonds

Each participating municipality has
also signed a supplemental power
sales agreement with the agency by
which it has agreed to purchase all
ol its electric power and energy
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from the agency, over and above
that provided by the agenay's
ownership entitlement and
excluding any power and energy
made available by the Southeastem
Power Administration, the regional
marketing agent for federal
hvdroelectric power. Those
agreements are in the form of “take
and pay” contracts.

The McGuire reliability exchange,
which the agency initiated effective
July 1, 1983, presently provides the
agency with approximately 215
megawatts of capacity. An additional
exchange, which can be begun by
the agency as early as January 1986,
would provide an additional 215
megawatts of capacity.

When both Catawba units are
operational, the agency's ownership

NCMPA 1

entitlement in the project will be
approximately 860 megawatts of
capacity.

Peak Demand

The agency's peak demand during
its first six months of operation was
approximately 646 megawatts,
which exceeded the projected peak
demand of 618 megawatts. That
demand was met with 214.7
megawatts of capacity from the
agency's ownership interest
{throngh the McGuire exchange ),
and 431.3 megav.atts of supple
mental capacity purchased by

the agency from Duke.

Bulk Power Rates

The bulk power rates the agency
bills its participating municipalities
are designed to recover agency

For the Period July 1, 1983 - December 31, 1983

Kilowatt Hour Sales (thousands)

Maximum Hourly Load (kilowaits) ...,

Operating Revenues ...

Excess of Revenues over

EXPIOTINES. » oo v insiwma s o oo

D Y

1,495,498
645981
. $51.716.000

D L

NN TR

.. A 8S5.000

RN TN NN

Customeis served by Participating

Municipalities (June 30, 1983) ..

.. 120831

costs, including the cost of
ownership, operat.on and
maintenance, financing, cenain
reserve accounts, administrative and
general costs, supplemental power
costs, and other special obligations.

The rates will be adjusted at least
annually to reflect changes in the
agency's costs. Effective aly 1, 1983,
the agency implemented a long
range rate stabilization policy
intended to minimize fluctuations
in the costs of project power to the
participants. That policy involves
the collection of revenues to be
maintained as reserves to pay a
portion of project power costs in
future periods. The policy is
expected to be continued into the
1990s.

NCMPA 1's bulk power rates are
recommended by a six member
agency rate committee (all of
whom are members of the board )
and must be approved by the
agency's full board of
commissioners, on which board
every member city is represented.

The board adopted the agency's
first rate schedule on June 16, 1983.
On December 16, it adopted a
10.23 percent rate increase, 1o
become effective February 1, 1984,
That increase resulted from a rise in
the projected cost of supplemertal
power, and from an increase in
monies placed in the rate
stabilization fund.



1@ 10 municipalities in

at state. Duke retains ownership
4 ) S

25 percent of Catawba Unit 1 w

f the station’s support facilities

Duke Power Company
Duke Power Company was
established in 1904, It is an

owned electric utility serving

ximately 1.3 million

customers in North and Soutl
Joint Owners arolina. It
Subst juent t NCMEA S pui

1

1L«
i

HOTIAM

ownership interest
!

1 357
ferest it Catawbha

port facilities )

JAS AETCCU U

NCMPA 1 Power Supply Program

( December 31, 1983)

The Catawba Station

N

¢ Catawba sta
CATAWBA UNIT 2 (NUCLEAR)
OWNERSHIPISHARE 75%

CATAWBA UNIT 1 (NUCLE2R)
EXCHANGE UNIT

McGUIRE UNIT 1 (NUCLEAR)
EXCHANGE UNIT

McGUIRE UNIT 2 (NUCLEAR)
EXCHANGE UNIT
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Finance

In February 1983, NCMPA | sold a
$200 million electric revenue bond
issue, plus $100 million in bond
anticipation notes, at a true interest
cost of 10.84 percent for the bonds
and 6.92 percent for the notes. (The
net interest costs were 10.33
percent and 6.86 percent,
respectively.)

Estimated Funding
Requirements
($2 39 billion )

1983 Bona Anticipation Notes
($100 mullion)

1981 Bond Anticipation Notes
($100 mithion)

Short-term Debt Issued
($200 muthon)

1o December 31 1983

1983 Bsond Series
($200 miltion)

1982 Bond Senes
($200 miliion)

el T P

1981A Bond Series”
{$200 miltion)

1981 Bond Series
($125 million)

1980 Bond Senes”
($100 mithion)

7% thon)

to December 31 1983
$13

Long-term Debt Issued

1979 Bor.d Series
(8150 milhon)

1678 Bond Series
$400 miilion)

E - F rry § o FEre .

“$175n ot the 1981A Seres and all of
the 1980 Seres were refunged thr
sale of Senes 1984 Bonas i January 1984

10

yugh the

Some of the proceeds from that sale
were used to retire $75 million in
outstanding revolving credit notes.
This is the first maturing debt
NCMPA 1 has had since it began its
joint ownership project in
November 1978.

The sale was NCMPA 1's seventh
and put the agency in position to
be able 1o choose its next sale time
during a bond market year that was
marked by more than usual
instability. It was a fortunare
position, because market conditions
dictated that a second major bond
issue planned by the agency for
1983 had to be twice postponed.*

It is estimated that a series of

additional bonds in the amount of
approximately $350 million will be
required in the second half of 1984,

To increase the agency's flexibility
in the debt market, the board of
commissioners in July 1983 selected
The First Boston Corporation, an
investment banking firm, as its

“That sale was successfully completed in

January 1984 when NCMPA 1| marketed a
$432 million bond issue. Proceeds irom the
January issue will be used to refund all of the
agency's 1980 series bonds, a large portion of
its 1981-A series, and to repay bond
anticipation notes due July 1. 1984

Including the january 1984 issue and the
refunding it provided, the agency has in
outstar: ding obligations slightly more than $1.5
billion in long-term debt (bonds ) and $200
million in short-term debt. The agency
estimates that it will issue additional bonds in
the aggregate principal amount of

$858 million in connection with the Catawba
project.

dealer for a tax-exempt commercial
paper program involving short term,
unsecured promissory notes. That
program is expected to be in place
in mid- 1984.

In December 1983, the board
adopted a 1984 construction and
operations budget of $465,242.000.

Solid Statutory Security
The instability in the electric
revenue bond market that marked
much of 1983 was due to three
principal factors: (1) the continuing
large tederal budget deficit, (2) an
exceptional influx of municipal
housing bonds, and (3) a state
court decision involving the
Washington Public Power Supply
Svstem (WPPSS ).

In June, the Supreme Court of the
State of Washington ruled that the
utilities of that state lacked specitic
statutory authority to enter into the
“take or pay” contracts they had
executed with WPPSS. The decision
disrupted municipal bond market
activities across the country, and
resulted in slightly higher interest
costs for many municipal bonds,
including those paid by power
agencies whose participants do
have specific statutory authority for
“take or pav” contracts.



NCMPA 1's bond attomeys and
North Carolina counsel have both
affirmed that the municipal utilities
in this state have explicit statutony
authority for the “take or pay
contracts they have with the state’s
two power agencies, and have said
that the Washington State court
ruling can have no direct, adverse

legal impact on NCMPA |

[here is also another important
factor that makes the North Carolina
situation distinct: The North
Carolina Local Government
Commission ( LGC). a division of

the Department of the State

['reasurer, has been directhy

involved in the agency’s project

wing contracts, such as the now in place to suppon the

from its inception and is the conti
oreanization that sells the agency's take or pav’” contracts the agenac s business activities
' municipalities have with the " :
Honds AP : P [he interconnection bill audit
agency _ .

Ihe commission has statuton system became operational in

authority to assume full control of Svstems

August 1983, It is used for posting

the monthly electric energy bills

the financial affairs of any o meet NCMPA 1's expanding rol k
; from In O the agency s gener:
MUuUnNi i;‘\”ll‘. that tails or refuses to 1s a power supplier, tour majou iro IKC 1 ¢ .l‘_‘ 1 general
‘ ; (g Vvstem, which began
meet its obligations under inteerated computer svstems are le dger syster ! 1 2d

operation i 1982
'he annual planning and budget
svstem was in place in time to

Project Estimate produce the agency's 1984 budget

{ Thousands of Dollars ) [he tourth major svstem, the powet
lemand and operating statistics
Project Actual Svstem }-I s by en in | ' e since ]Jl“.'
Estimate 12-31-83

1981, It verifies Duke's bills and
collects, maintains and reports
nonthly load statistics

All the agenay's svstems will be

ontinuallv enhanced and refined

dS 1S actnvities FCCUHT
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Balance Sheets

North Carolina Municipal Power Agency Number 1
($000s )

December 31,

ASSETS 1983 1982
ELECTRIC UTILITY PLANT (Notes 2 and 3):
Construction work in progress $ 956,587 $ 761151
Nuclear fuel 60,351 35276
1,016,938 796,427
SPECIAL FUNDS INVESTED (Notes 2, 4 and 10):
Construction fund 305.210 272453
Bond fund 225824 187,262
Reserve and contingency fund 15,299 12,003
Decommissioning fund 613
Special reserve fund 1,027
Revolving credit hind 81,558
547973 553,276
CURRENT ASSETS:
Special funds invested (Notes 2. 4, and 10)
Operating fund 2,245 5,761
Supplemental fund 27297
Revenue fund 3881
33423 5,761
Participant accounts receivable 8.383
Prepaid expenses 58
+1.864 5.761
UNAMORTIZED DEBT ISSUANCE COSTS (Note 2) 33,020 28410
$1.639.795 $1.383874

Sev notes 1o financiad statemends

12



December 31,

LIABILITIES AND FUND BALANCE 1983 1982
LONG TERM DEBT:
Bonds (Note 4) $1,375,000 $1,175,000
Revolving credit notes (Note 5) 75,000
Bond anticipation notes (Note 6) 100,000 100,000
Less: unamortized discount (27,384) (20,068)
1447616 1,329932
SPECIAL FUNDS LIABILITIES:
Bond anticipation notes (Note 6) 100,000
Construction fund payables 4,009 746
Accrued interest on bonds 65,483 40,433
Accrued interest on bond anticipation notes 9,000 5,750
Accrued interest on revolving credit notes 1,013
178,442 53942
CURRENT LIABILITIES:
Accounts pavable 6318
Accrued taxes 230
6,548
DEFERRED REVENUES (Note 7) 284
COMMITMENTS AND CONTINGENCIES { Notes 3. 8 and 9)
FUND BALANCE - 6,855
$1.639.795 $1.383874

13



Statement of Revenues and Expenses
and Changes in Fund Balance

North Carolina Municipal Power Agency Number 1
(5000s )

Period from July 1, 1983 through
December 31, 1983

OPERATING REVENUES
Sales of electricity to partic Il‘.ll)l\ $ 51716

OPERATING EXPENSES

Interconnection services

Purchased power 35,243
F'ransmission and distribution 5,709
Other 152

$1. 104

\dministrative and general 198
N.C. gross receipts tiax 30143
+4.645

NET OPERATING INCOME 7071

INTEREST CHARGES (CREDITS)

Interest expense 144,807
Amortization of debt issuance costs 2,754
Investment income (62521)
Net interest capitalized (85.168)
(OS)

DEFERRED REVENUES ( Note 7) 284
EXCESS REVENUES OVER EXPENSES 6855

FUND BALANCE, July 1, 1983

FUND BALANCE, December 31, 1983 $ 0855

S notes 1o fivinciad statements

14



Statements of Changes
in Financial Position

North Carolina Municipal Power Agency Number 1

($000s)

Year Ended
December 31,
1983 1982
SOURCE OF FUNDS:
Operations
Excess revenues over expenses $ 06855 $
Deferred revenues 284
Toval funds provided by operations 7139
Proceeds from sale of bonds 200,000 200,000
Proceeds from sale of bond anticipation notes 100,000
Decrease in special funds invested 5.303
Increase in special funds liabilities 124,550 8,045
Decrease in debt discount and issuance costs 2,754 1,738
$39.746 209,783
APPLICATION OF FUNDS:
Increase in special funds invested 36,433
Additions to electric utility plant 220,511 158,170
Provision for retirement of bond anticipation notes 100,000
Additions to unamontized debt discount and issuance costs 14.680 [4.440
Retirement of revolving credit notes 75,000
110,191 209,043
INCREASE IN WORKING CAPITAL $ 29555 $ 740
CHANGES IN COMPONENTS OF WORKING CAPITAL:
Increase in current assets
Special funds invested $ 27,662 ¥ 740
Participant accounts receivable 8.383
Prepaid expenses 58
36,103 740
{ Increase ) in current liabilities:
Accounts pavable (6,318)
Accrued taxes (230)
(6,518)
INCREASE IN WORKING CAPITAL § 29555 $ 740

Sew notes 1o finenciel statements

15
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PR Touche Ross & Co.

Board of Commissioners

North Carolina Municipal Power
Agency Number |

Raleigh, North Carolina

We have examined the balance sheets of North Carolina Municipal Power Agency Number 1
as of December 31, 1983 and 1982, the related statements of changes in financial position for
the vears then ended and the statement of revenues and expenses and changes in fund
balance for the period from July 1. 1983 (date revenue producing operations commenced )
through December 31, 1983. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly. included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the following financial statements referred to above present fairly the financial
position of North Carolina Municipal Power Agency Number 1 at December 31, 1983 and
1982, the changes in its financial position tor the years then ended and the results of its
operations for the period from July 1, 1983 through December 31, 1983, in conformity with
generally accepted accounting principles applied on a consistent basis.

Our examination was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information on page 24 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 examination of the
basic financial statements and, in our opinion, the information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

waile Ko b &,

Centified Public Accountants
Raleigh, North Carolina
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Notes to Financial Statements

Years Ended December 31, 1983 and 1982
North Carolina Municipal Power Agency Number 1

1. General Matters

North Carolina Municipal Power Agency Number 1
(Agency) was organized on January 13, 1976, pursuant to
Chapter 159(B) of the General Statutes of North Carolina
(Act), adopted by the General Assembly of North Carolina
on May 1, 1975 The Act enables municipalities owning
electric dl.slnlmm N Systems o credte joint agencies with
authority to finance. construct, operate and maintain
electric generation and transmission facilities. The Agency
has twenty members, nineteen ( Participants ) which
receive power through the Agency and one which
receives power from Duke Power Company ( Duke ).

The Agency has entered into several agreements with
Duke which govemn the purchase. ownership,
construction, operation and maintenance of the Project
(defined below ):

The Purchase. Construction and Ownership
Agreement provides, among other things, for the
Agency to purchase a 75% undivided ownership
interest in Unit 2 and a 37.5% undivided ownership
interest in certain suppon facilities of the Catawba
Nuclear Station (Project). This facility is presently
under construction by Duke. The acquisition is
being financed by the issuance of Catawba Electric
Revenue Bonds (Bonds) pursuant 1o Resolution No
R-1678, as amended, (Resolution ) of the Board of
Commissioners of the Agency

Ihe Interconnection Agreement provides tor the
interconnection between Duke's electric power
system and the Agency's Project and for the

exchange of power between Unit 1 and Unit 2 of the

Catawba Nuclear Station and between the Catawba
units and Duke’s McGuire Nuclear Sation. The
Agreement also provides for the purchase and sale
of capacity and energy, and the transmission of
energy to the Agency's Participants.

The Operating and Fuel Agreement provides for
Duke to operate, maintain and fuel the facility, o
make renewals, replacements and capital additions
as approved by the Agency, and tor the ultimate
decommissioning of the facility at the end of its
usetul lite.

The Agency has entered into a Project Power Sales
Agreement and a Supplemental Power Sales Agreement
with each of the Participants. These Agreements provide
for cach Participant to purchase its All Requirements Bulk
Power Supply, in excess of power allotments from
Southeastern Power Administration (SEPA), which
includes its total share of Project Output (as defined by
the Project Power Sales Agreement) from the Agency. The
Agency is obligated to provide all electric power required
by each Participant at the respective delivery points. Fach

Jarticipant is obligated to pay its share of the operating
and debt service costs of the Project.

On July 1, 1983, the Agency's Participants began receiving
their total electric power, exclusive of power allotments
from SEPA. tfrom the Agency. Such power is provided by
Project Output together with supplcmcnl;ll purchases of
power from Duke. Pursuant to two “Reliability Exchanges™
contained in the Interconnection Agreement, Project
Output will be provided in essentially equal amounts
from Catawba Unit 2 and three other nuclear units
(Catawba Unit 1, McGuire Unit 1 and McGuire Unit 2) in
operation or under construction on the Duke System, all
of which are of similar size and capacity. The Reliability
Exchanges are intended to make more reliable the supply
of power to the Agency in the amount to which the
Agency is entitled pursuant to its ownership interest in
Catawba Unit 2 and to mitigate potential adverse
economic effects to the Agency and the Participants from
unscheduled outages of Catawba Unit 2. Correspondingly,
the Agency bears nisks resulting from unscheduled
nuu;,csnt any of the Catawba or McGuire Units.

2. Significant Accounting Policies
Basis of Accounting

The accounts of the Agency are maintained in accordance
with the Uniforn: Svstem of Accounts of the Federal

Energy Regulatory Commission, and are in conformity
with generally accepted accounting principles (GAAP).

17
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Construction Work in

All direct and indirect expenditures, including interest
expense net of investment eamings on funds not vet
expended, associated with the development and
construction of the Project are capitalized as construction
work in progress until such time as the plant becomes
operational. Depreciation expense will be recognized on
the facility when operations commence.

Nuclear Fuel

All direct and indirect expenditures, including interest
expense net of investment eamings on funds not vet
expended. related o the purchase and construction of
nuclear fuel cores, are capitalized until such time as the
cores are placed in the reactor and are operational.
Investment Securities

Investment securities included in Special Funds Invested
are stated at amortized cost which approximates market
value. Investment securities include securities of the US.
Government and governmental agencies and securities
purchased under agreements to resell (securities of the
LS. Government and governmental agencies serve as
collateral under such agreements ).

Unamortized Debt Issuance Costs

Costs of issuance of bonds, revolving credit notes and
bond anticipation notes are deferred and amontized on a
straight line basis over the lives of the related debt
instruments.

Taxes

Income of the Agency is exempt from federal income tax
under Section 115 of the Intemal Revenue Code. Chapter
1598 of the General Statutes of North Carolina exempts
the Agency from propenty, franchise or other privilege
taxes. In lieu of a franchise or privilege tax, the Agency
pays an amount equal to six percent of the gross receipts
from sales of electric power, less such like amounts
included in payments to vendors for electric power or
related services. In lieu of propert, taxes, the Agency pays
an amount which would otherwise be assessed on the
real and personal propenty of the Agency.
Reclassifications

Certain reclassifications have been made to the prior year's
financial statements to conform to classifications used

in the current year.
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3. Construction Program

The Agency has substantial commitments in connection
with the construction of the Catawba facility. The Agency's
direct costs of construction, including nuclear fuel, are
presently estimated to be $1,151.269,000. These costs,
together with provisions for working capital and debt
service costs during the construction period, will require
the use of the proceeds from the issuance of up to
$2.390,000,000 of Bonds. Any future changes in the
construction schedule affect the cost of such facilities and
affect the amount of Bonds to be issued.

4. Bonds

The Agency is authorized to issue Bonds by and in
accordance with the terms, conditions and limitations of
the Resolution. The total to be issued is to be sufficient to
pay the costs of acquisition and construction of the Project
(as defined by the Resolution ) and or for other purposes
set forth in the Resolution. On May 3, 1983, the Local
Government Commission (LGC) of the State of North
Carolina approved the issuance of such Bonds up to a
maximum principal amount of $2.390.000.000; additional
LGC approval must be obtained for the issuance of Bonds
in excess of this amount.

As of December 31, 1982, the Agency had issued
£1.175.000.000 of the total authorized Bonds. During 1983,
an additional $200,000,000 was issued (Series 1983)
bringing the total outstanding Bonds at December 31,
1983 to $1.375.000,000 as follows:

SERIES 1978
5.2% to 6.45% maturing annually from

1986 10 2000 § 77005000
6.6% maturing in 2003 with annual sinking
fund requirements beginning i 2001 25 570,000
670 maturing i 2008 with annual sinking
fund requirements beginning in 2004 55.935.000
6875% maturing in 2020 with annual sinking
fund requirements beginning in 2000 240,290,000
100,000 000



SERIES 1979

5.75% to 6.9% maturing annually from
1956 toy 2000

T 1% matuning in 2004 with annual sinking
fund requirements beginning in 2001

7.375% maturing n 2020 with annual sinking
fund requirements beginning in 2005

SERIES 1980 - Refunded in 1954

SERIES 1981

94% to 10.5% matunng annually from
1991 to 1998

1075% maturing in 2001 with annual sinking
fund requirements beginning in 1999

8.5% maturing in 2017 with annual sinking
fund requirements beginning in 2011

11.125% maturing in 2020 with annual sinking
fund requirements beginning in 2002

SERIES 1981A

11% maturing in 2015 with annual sinking
fund requirements beginning in 2012

Refunded in 1984

SERIES 1982

11% maturing in 2003 with annual sinking
fund requirements beginning 1991

7.5% maturing in 2018 with annual sinking
fund requirements beginning in 2009

11.25% matunng in 2020 with annual sinking
fund requirements beginning in 2004

SERIES 1983
8% t0 9.25% maturing annually from 1991 to 1996
10.25% maturing in 2003 with annual sinking
fund requirements beginning in 2002
% maturing in 2018 with annual sinking
fund requirements beginning in 2009
10:625% maturing in 2020 with annual sinking
fund requirements beginning in 2004

27,200,000
12,905,000

109,895,000

150,000,000

100,000,000

11,125,000
9875000
25,000,000

79,000,000

125,000,000

25,000,000
175,000,000

200,000,000

14,700,000

25,000,000

160,300,000

200,000,000

7,300,000

10,000,000

25,000,000

157,700,000

200,000,000
$1.575,000,000

On January 26, 1984, the Agency sold $432,000,000 of
Bonds, Series 1984. This series is comprised of the
following:

8.5% to 10.25% maturing annually from

1991 to 10 199 $ 44,185,000
10.375% maturing in 2004 with annual sinking

fund requirements beginning in 2000 35,725,000
10% maturing in 2014 with annual sinking

fund requirements beginning in 2011 50,000,000
7.5% maturing in 2019 with annual sinking

fund requirements beginning in 2017 50,000,000
10.625% maturing in 2020 with annual sinking

fund reqquirements beginning in 2000 252,090,000

Upon issuance of the Series 1984 Bonds, the Agency
entered into a Refunding Trust Agreement for the
refunding of $100,000,000 of Series 1980 Bonds and
$175.000,000 of Series 1981A Bonds.

Under the Refunding Trust Agreement, obligations of or
guaranteed by the United States of America have been
placed in an irrevocable Refunding Trust Fund maintained
by the Bond Fund Trustee. These government obligations,
along with the interest eamings on such obligations, will
be sufficient to pay all interest on the refunded Bonds
when due, to redeem the Series 1980 Bonds annually at
their maturities from 1986 through 2010 and to redeem
the Series 1981A Bonds in 1991 at a redemption price of
103%. The Refunding Trust Fund, including the interest
eamings on the government obligations, is pledged solely
tor the benefit of the holders of the Bonds refunded. After
establishment of the Refunding Trust Fund, the Bonds
refunded will no longer be considered outstanding
obligations of the Agency.

The remaining proceeds of the Series 1984 Bonds will be
used to retire a portion of the Bond Anticipation Notes
due July 1, 1984.

Interest on the Bonds is payable semi-annually on January
1 and July 1. The Bonds are subject to redemption prior to
maturity at the option of the Agency, on or after the
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following dates, at a maximum of 103% of the respective
principal amounts:

BRI TN S v 3 o s Wy 98 B ki s, W SR oW e January 1, 1989
L a s SR e Y S R K R s January 1, 1990
A R R A e e U gL January 1, 1991
BRIIRR 4 < i vin ¢« ot s bomny s b an s iH R January 1, 1991
DO EINEE & . . oio-nvnosin o Gl AT SN A W AR ¥ January 1, 1993
G o T S G TR January 1. 1993
DI 55355 bed o b WLAE ik O i Sk B S January 1. 1994

These Bonds are special obligations of the Agency,
payable solely from and secured solely by ( 1) revenues
(as defined by the Resolution) after payment of operating
expenses (as defined by the Resolution ) and (2) other
monies and securities pledged for payment thereof by the
Resolution.

The Resolution requires the Agency to deposit into special
funds all proceeds of Bonds issued and all revenues (as
defined by the Resolution) generated as a result of the
Power Sales Agreements and Interconnection Agreement.
The purpose of the individual funds is specifically defined
in the Resolution.

Maturities of outstanding Bonds including the Series 1984
Bonds, through 1988 and thereafter are as follows (in
thousands of dollars ):

T e W O Myl RS, S e § 1590
I a5 O e s d e R S kA6 0 » 2 ey o b 4540
e P DL e 5 SRRk SN o Tt W B e B 5.100
T R S R SRy 1517470

5. Revolving Credit Notes

In 1980, the Agency andt a group of four banks entered
into a revolving credit agreement which allowed the
Agency to borrow up to $75,000,000. These notes were
retired during 1983 from proceeds of the Series 1983
Bonds.
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6. Bond Anticipation Notes

Pond Anticipation Notes in the aggregate principal
amount of $£100,000,000 dated October 1, 1981, bearing an
interest rate of 11.5% per annum, will mature July 1, 1984.
Iriterest is payable semi-annually on January 1 and July 1.
Bond Anticipation Notes in the aggregate principal
amount of $100,000,000 dated February 1, 1983, bearing
an interest rate of 6.5% per annum, will mature January 1,
1986. Interest is pavable semi-annually on January 1 and

July 1.

The notes are payable from proceeds of subsequently
issued Bonds and are additionally secured by a lien on
revenues, junior in right of payment to the Bonds (Note
4).

7. Deferred Revenues

Rates for power billings to participants are designed to
cover “costs” as defined by (1) the Resolution, (2) the
Project Power Sales Agreement, and (3) the Supplemental
Power Sales Agreement. The Agency's rates are structured
to systematically provide tor the debt requirements,
operating funds, and reserves as specified by the
Resolution and Power Sales Agreements. Those
“expenses” according to GAAP which are not included as
“costs” are deferred to such period as they are intended to
be covered by rates. Those “revenues” under the
Resolution and the Power Sales Agreements which are
collected to cover “costs”™ which are not “expenses’” are
deferred to such period as they are intended to cover
“expenses’
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Notes to Financial Statements

Years Ended December 31, 1983 and 1982

10. Changes in Assets of Special Funds ($3000s )

Cash and Investments

December 31, 1981 (1)

Bond proceeds (2)
Investment income
Dishursements
Transters

(ash and Investments,
December 31, 1982(1)
Bond proceeds (3)
Note proceeds (4)
Power billing receipts
Investment income
Dishursements
Transfers

Cash and Investments
December 31, 1983 (1)

112019
U435
10697

(108,042)
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113.33%0
18325

80705

15.990)
(207.799)

100,322

Construction Interest Account

141471
67959
18.39%

9%.717

131,109
149447

Note Interest Account

$ M $  2¥1
8 4413
(1) (8625)
) (676)

101 27913

5 2306
(11.500)
(7) (3811)

$ 102 $ 1498

H

Note Interest 1983 Zwocount

¥

)

40880

25
(85431
89,032

#712

X
(1102%)
130857

05,624

1. Cash and investments at December 31, 1981 1982, and 1983 include accrued interest of 7 514, $6.332 and 89 408, respectively
2. Net of underwriters fee of $4.990 and discount on bonds of $8.978 plus accrued interest of $1.7 34
3. Net of underwriters fee of $4. 834 and discount on bonds of $8.101 plus accrued interest of $2, 184
+ Net of underwriters fee of $1.045 plus acorued interest of $704
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$ 110500
21372

145%

(3858)

1425%

19531

17405

(19.286)

$ 160200




1343

-~

I

T

10607

(8121

-l

81358

{3032}

(M)

N

s
-

H34

M4

$ ;-‘ N
187766
¥6Y

210220}

e

IR
)5

189256

‘liwi)_«

$ 581.39%
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Schedule of Revenues and Expenses

Per Bond Resolution

Agreements
For the Period from July 1, 1983

and Other

( Date Revenue-Producing Operations Commenced ) through December 31, 1983 ($000s)

Supplemental
Project and Other Total
REVENUES:
Saie of electricity to panticipants $ 4537 $47.153 $51.690
Other operating revenues 26 26
Investment revenues available for
operations +10 1,128 1,538
£,947 18,307 53,254
IXPENSES:
Interconnection services
Purchased power 2,803 32,440 35,243
I'ransmission and distribution 57009 5709
Other 152 152
2803 38.301 11,104
Administrative and general 118 380 198
N.C. gross receipts tax 272 2.771 3043
Special funds deposits
Decommissioning fund 64 604
Rate stabilization fund 783 783
Revenue fund 367 367
754 1,754
+,947 11,452 10,399
EXCESS REVENUES OVER EXPENSES § 0 $ 6855 $ 6855
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