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South Mississippi Electric Power

Association’s directors and employees
continued to work with a unity of purpose to
meget the challenges of a changing industry
during 1995, Internal and external activities
and refations were closely examined to
determine the best process and plan to fulfill
members' needs in an industry moving from
traditicnal to non-traditionai operations

This report reflects successes achieved in
every area and within every department
SMEPA experienced another rate decrease
resulting in the lowest rates to members since
1981 Equity continued to increase as projected
and capital projects were completed using
internal funds. Health care costs remained
constant and all-time safety records were
achieved reflecting employee commitment

As we approach 1996, aggressive evaluations
will continue and changes will be made as
necessary. SMEPAS employees and leadership
have plaved a vital role in meeting historical
change and are committed to being a positive
part of a changing future

Henry Thomas
General Manager

W Mckamy, Jr
President
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- MEMBER SYSTEMS
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° Dixie EPA, LAURE

James T. Dudley, Jr., General Manager
bate energized 7/28 /39
£O1O miles of line

20262 meters

MaaNoLia EPA, McComs
Sammy Williams, Manager
Date energized 9/19/39
£.73Y9 miles of line

23,158 meters

PEARL Rivir VaLiey EPA, CoLumsia
W.T Shows, General Manager
Date energized 5/19

£Y90 miles of line

YR00 meters

SINGING RivER EPA, LUCEDAL
Jack Ware, General Manager
Date energized 12/5/39

5,092 miles of line

50557 meters

SOUTHERN PINE EPA, TAYLORSVILLE
Donald Jordan, General Managetr
Date energized 5/15/39

8,950 miles of line

51 943 meters

SOUTHWEST Mississipet EPA, LORMAN

Robert St lohr. General \‘.l?\l'_iw‘

Date energized 3/27/358

D21 miles of line
n CoaHoma EPA, LyoN 1863 meters
(siles Bounds, Manager
Date energized 1/18/38 F'win COunTY EPA. HOLLANDALL
1,446 miles of line Vesper Bagley, Manager
6,192 meters Date energized 12/ 24/38
2207 miles of ling
Goast EPA, Bay St1. Louis 12,066 meter
Robert Occhi, General Manager
Date energized 5/20/38 YAzoo VaLtey EPA, Yazoo Cimy
4,183 miles of line Charles H. Shelton, General Manager
50,729 meters Date energized 3/23/3
205 miles of line
DeLta EPA, GREENWOOD 8.825 meters
Harry H. Bonner, General Manager
Date energized 1/30/39
5,192 miles of line
25,122 meters




BoARD oF DIRECTORS

COAHOMA ELECTRIC POWER ASSOCIATION
James Humber
Grles Bounds, Manager

COAST ELECTRIC POWER ASSOCIATION
Robert | Occhi General Manager

Francis L. Lee

I)J 1A | tCTRK I) WIR \\\“]'\”“\‘

\r SO Nt Greneral Manaver A ;
I v L ner. G o Manag DIxIE ELECTRIC POWER ASSOCIATION

James T Dudley, Ir. General Manager




bonuld Jordan, General Mana SOLTHWEST Mississiprl ELECTRIC POW ER ASSOCIATION




SMEPA HEADQUARTERS

Location: Hattiesburg, Forrest County

Emplovees: 116

SMEPA is fortunate to have its Morrow and
Moselle generating stations located approximately
fifteen miles from headquarters. Energy from
both stations is dispatched from SMEPAs Control
Center in Hattiesburg

GRAND GULF NUCLEAR STATION

(10% Undivided Interest)

Commercial Operation: 1985

Location: Port Gibson, Claiborne County
Capacity: 125 MW

Fuel: Nuclear

Emplovees: |

SMEPA counts one emplovee among Entergy’s
900+ who work at the nuclear site. Joe Czaika is
the Association's nuclear specialist. Grand Gulf
Nuclear Station is located approximately 145
miles from SMEPAS headquarters

R.D. MORROW, SR., GENERATING STATION
Commercial Operation: 1978

Location: Lamar County

00 MW

Fuel: Bituminous Coal

Lapacity

l|l§3)[1'\m‘~, 0

MOSELLE GENERATING STATION
Commercial Operation: 1970
Location: Moselle, Jones County
Capacity: 177 MW

Fuel: Natural Ga

Fuel Oil

Employees: 29

SMEPAS two combustion turbines, Paulding
and Benndale, are unmanned stations remotely
operated by the SMEPA Headquarters facility
Control Center. Personnel from Plant Moselle

maintain the two units

During 1995, the units were operated on
occasion to support load demand. The units
were also placed in service from time to time
for test purposes to assure continued

availability and reliability

e
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B Pavioing Usi

Commercial Cperation: 1972
Location: Jasper County
Capacity: 20 MW

Fuel: Diesel Fuel

1995 Productior 3 MWH

B Bisspace Usi

Commercial Operation: 1969
Location: George County
Capacity: 16 MW

Fuel: Natural Gas

2390 MWH

1995 Production

L JASPER |
‘

HIAMAR
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DEPARTMENTS

CORPORATE PLANNING &
OPERATIONS
DEPARTMEN1

John Carley

FINANCE DEPARTMENT

Jack Harpole

ENGINEERING
DEPARTMENT

ferry Lee

HuMaN RESOURCES &
DEVELOPMENT
DEPARTMENT

Benny Murray

TRANSMISSION
DEPARTMEN

Jerry Pierce

In 1995, SMEPAS management team joined with
board members and employees to prepare a strategic
plan for the Association’s future. SMEPA'S six
departments are responsible for many ongoing
activities which support its missions and objectives
Fhe new strategic plan identifies those additional
actions which will enhance SMEPAs value to its
member systems. SMEPA directors and employees are
committed corporately and individually to achieving
these common goals

MISSION STATEMENT

SMEPA is committed to being the preferred power
provider of its members and customers

% SMEPA will preserve its present strong financial
condition

% SMEPA will deliver high quality power to its
member systems at a competitive price and more
reliably than neighboring utilities

% SMEPA will attract, develop, and retain dedicated
and capable board members and employees whiie
providing a workplace conducive to good morale
and increasing productivity

% SMEPA will continuously strengthen its
competitive position through improvements in ali
planning processes

s SMEPA will assist member systems to better serve
their end users, to attract new loads, and to keep
existing loads

PRODUCTION
DEPARTMENT

Marcus Ware




MOSELLI GENERATING
AYZVITA

Plant Moselle was again operated OPERA 7111\/6' REP()RT

in an intermediate and peaking

production since 1978

mode for the entire vear. The net — - — 1
generation during 1995 amounted to 1
662214 MWH nearly 12% more PLANT SUPERINTENDENT JAck THOMPNON AND ELECTRICIAN N MiMs TAKE A ;
than in 1994 and the highest SER LOOK AT PLANT MOSELLES UNIT 3 GENERATOR DURING A SCHEDULE l
Vs Wik i

|

[he increase in output

can be contributed to
high availability of the
Moselle units and the
avattability of natural
gas at economically

attractive price levels

During a spring
outage, a scheduled five
vear inspection of the
L'nit 3 turbine and
generator was completed
\s part of the process
New retatning rings weit
installed on the
generator rotor o
address an industry-wide
problem with the

\"HI!N'H"IH"

his was the first full
year of operation with the

Continuous Emissions Monitoring

Natural gas purchases were scheduled monthly t

System (CEMS) equipment in service
meet projected generation requirements. Usag
I'he H‘!H[HIH':! \\.t"lll\[.(ut\f“l\ neet | neoted 2enie L0101 | quiremn St
; q amounted to 7719800 MMBtu for t vear. which was
cach of the stacks to monitor el » M l IBtu e he year, s h wa

i abou 0w mo \ th ol e used during 1994 and

exhaust emissions as l"‘l;!i""(i hy bout 1 nore than N ime used ¢ urtng | } and
was the highest annual volume of gas usage in tl

provisions of Glean Alf \Ct al € high 4 " 1§45 USARE 1N L il

A I f".,(llt NS

During 1995, the decision was

R.D. MORROW, SR. GENERATING STATION

made to proceed with the

instaliation of a combustion turbine Plant Morrow was primarily operated in an

generator at Plant Moselle. The new ntermediate and base load mode during 1995

unit s intended to be instrumental Stmultaneous aperation of the two Morrow untts

in meeting the peaking requirements occurred primarily during the summer load season from

of SMEPAs growing system demand May through September. Coal usage amounted to 812,120 |
An additional 20 acres of property tons, and the annual net generation from the facility I
were purchased to provide ample imounted to L8SLO4S MWH. which was about 2% above ;
space for expansion of the station 1994 production. The output was more than the average
switchyard and for the installation annual generation provided by the facility during the

of the new unit. The equipment will past ten years

provide an additional 80 megawatts
: f A scheduled five-vear preventive maintenance
of capacity and 15 expected {0 b '
turbine inspection was performed during a spring

operational in early 1997



GRAND GUILE
NUCLEAR STATION
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include receiving the highest
possible ratings from the Institute
of Nuclear Power Operations for
three consecutive years — an
accomplishment which very few
plants have consistently
achieved, Grand Gulf's
staff increased the
Nuclear Regulatory
Commission’s Systematic
Assessment ol Licenset
Performance (SALP)
scores from an average
of L14 1n 1989, to an
average of L0, a perfect
score. The plant has
managed to lower its
three-year production
costs by more than 21
since 1986, and planned
Cost improvement
programs are expected to
result in further
reductions. In addition
the rolling three-year
average for Grand Gulf
since 1992 has been
more than 10% above the industry
average for nuclear plants during
the same time period

KENTUCKY CoAL PROPERTY

Ikerd-Bandy, a coal-mining firm
continued to develop reserves on
SMEPAS property in eastern
Kentucky under the provisions of a
property lease arrangement. Clean
coal production during 1995
amounted to approximately 261,720
tons from both surface and deep
mine operations

Under an Oil & Gas Lease
\greement with AKS Energy
Corporation, SMEPA received
payments as a resuit of oil and gas
production from the property. In
January 1995, AKS completed the
installation of a pipeline gathering
system and initiated flow of natural
gas from wells on the SMEPA
reserves. A relatively small but
steady volume of gas flowed from a

DIRECTOR OF OPERA
KACK THE MIVNEMEN
FARLY OCTOBER. AN PART OF THE ASSOCIATIONS EMERGENCY CONTINGENCY 21
ENTER IS RESPOUNSIBLE FOR MONITURING WEATHER CONINTIONS WHICH (Ot

THREATEN ELECTRIKC POW EK RANSMINSIO

total of nine wells throughout the remainder of the
year. Beginning in February, revenue was also provided

from a limited amount of otl production

ENGINEERING SERVICES

\ new look was given to power bills sent to member
cooperatives, thanks to an upgraded and revised format
developed by the billing group. Also, a new Interruptible
Service Rate was adopted by the board that will
promote the sale of more off-peak kilowatt-hours of

energy

Work was begun with four other utitities on the joint
design and procurement of a new control system
Substantial dollar savings will be realized because of

this cooperative effort

MARKETING

SMEPAS marketing section assisted its member
conperatives in their efforts to develop successful in
house marketing programs, and focused on education
and training of the commercial sector in energy
etticient electric technology. As part of those efforts

marketing hosted an educational geothermal

N ROGER SMITH IND SYSTEM Disearcier Nk NicHot s
HURRICANE Opat FROM SMEPAN CONTROL CENTER IN.




SMEPAS cREWS PREPARE TO SET A TI5-Fou NCRETE POLE

WMMODATE A THREE-WAY VR | NEAR BRANDOA

—

teleconference on residential heating, cooling and water
heating SMEPA also sponsored two training schools tor

dealers who install and service geothermal svstems

Manufactured homes are a signiticant source of
billing complaints and non-payment for SMEPAs
member cooperatives. SMEPA is therefore represented on
the board of directors of a non-profit corporation that
develops, demonstrates, and promotes energy efficient
methods in manufactured housing, SMEPA is also
represented on the board of directors of Energy Rated
Homes of Mississippi, an organization that develops and
implements uniform home energy ratings. These ratings
aid builders in obtaining energyv-efficient mortgages for

new homes

ENVIRONMENTAL AFFAIRS

Environmental eftorts during 1995 centered around

air quality, transmission projects for SMEPA and its

members, and permitting for a
proposed new generating unit

In the area of air quality, “Title \
\ir Operating Permit applications
for all SMEPA generating units were
deemed to be complete and
acceptable by the Mississippi
Department of Environmental
Quality (MDEQ). The “Title §
program, which quantities and
limits emissions of 189 poilutants
consolidates state and federal
guidelines into a single permitting
process. In addition, the Continuous
Emissions Monitoring Svstems
(CEMS) on the Plant Morrow and
Plant Moselle units were
successfully recertified in 1995
Certification of these systems will
be required on an annual basis in
order to quantify emissions from
SMEPAS generating units

Borrower's Environmental Reports
r Assessments were submitted to
and approved by the Rural Utilities
service (RUS) for 46 miles of
transmission lines, a SMEPA 230 k)
substation, five member cooperative

stations, and two microwave towers
Including member cooperatives in
SMEPAS Borrower's Environmental
Reports has resulted in more timely
review and approval by RUS

Environmental permitting for the
combustion turbine and proposed
combined cycle unit at Moselle was
submitted to RUS and MDEQ. At the
end of the year, RUS had issued a
Finding of No Significant Impact
(FONSID), and MDEQ had approved
the Construction and Operating
Perrit applications

FLECTRONICS MAINTENANCE

[he existing microwave
equipment was replaced with new
equipment at Hattiesburg, Plant
Morrow, and Plant Moselle, resulting
in a much-improved transfer system
for data from the transmission
system back to the control center



l'he electronics group assisted data
processing in the installation of new

PCs and peripherals, along with LINEMEN MArt READy, DARREN Borieg, TRACY STIGLETS AND Biit REGAN SET A
upgrading the local area netwaorks REPLACEMENT POLE NEAR PURVIS AFTER NEARLY ONE MILE OF 161 KV TRANSMISSION
WAS DESTROYED WHEN A TORNADO TOUCHED DOWN IN DECEMBER

to assure that data is effectively and

efficiently moved
around the headquarters
facility and to the
outlying generating
plants

OPERATIONS
CONTROL CENTER
Change” is the best
word to describe control
center operations
throughout 1995, For the
first time. SMEPA
accessed the power
market through power
marketers, non-utility
companies that buv and
sell bulk wholesale
energy. This option
provides opportunities to

save substanitial dollars in the power

market, with these savings passed
on to our member cooperatives in

the form of lower power costs

\ new concept in serving large

power customers was used on a trial

basis allowing the sale of
economically priced energy during
certain hours normally defined as
peak usage hours. This allowed the
delivery of 4,000 plus megawatt
hours ef energy that normally
would not have been avatlable. The
concept proved profitable for
SMEPA, the member cooperatives
and the customers, and was added

ds 4 permanent rate

TrRANSMISSION UPGRADES
AIND CONSTRUCTION

South Mississippi Electric Power
Association crews completed
installation of a three-way switch
to serve Southern Pine Electri
Power Association’s future 115 K\
East Whitfield substation. SMEPA

crews assisted in the installation of motor operators at
Prentiss, Newton, and Polkville. In addition, line

adjustments were made due to stream erosion. highway
relocations and general line improvements

Fhe transmission department was responsible for
coordinating the surveying and construction
management of several on-gomg projects, ine luding a
250 kV transmission line, two 115 kV lines for Magnolia
EPA. a 115 KV line for Delta EPA, and a 69 kV line for
Pearl River Valley EPA. Also, plans were being made te
upgrade certain line switches by installing load break

mnterrupters

TRANSMISSION SYSTEM MAINTENANCE

Fhe transmission system is an integral part of SMEPA
being a reliable power supplier, therefore significant
emphasis 1s placed on maintaining SMEPA's
approximately L450 miles of transmission lines, rights

of way and numerous switches

SMEPAs line crews performed climbing inspections on
£.050 structures and completed 961 line maintenance
work orders which included changing or repairing
broken crossarms, braces, insulators, guvs, damaged

conductors and poles
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I} a1l e 11 . 1411 14 th
[he annual recleazing of approximate (v 25 of the

fransmission system's right of way consisted ol

reclearing 4,200 line acres

were removod from critical transmission line sections

Pole groundling inspections and treatments were

performed on 2788 poles in the transmission systen

Seasonal vegetation control was also performed at 100

e switch locations and stations. and aerial patrol

spections of the entire transmission systen wer

an as-needed and periodi hasis

PrANNING AND PROTECTION

Fhe Planning and Protection Section worked with

consultant Black & Veatch to complete a long-rangd

transmission study for the Association They also

participated with two member cooperatives in the
;

review of the members' construction work plans and

long-range syvstem study. This group also developed shor

cireunt .limv..m nt data tor seven member cooperatives

A\ total of 2013 danger trees

and loadflow \'K‘HI\\II' nts for The
Southern Company

Fhe electronic metering project
was completed with installation of
nine Quantum meters using celiular
le):‘\ At the end of 1995, all
SMEPA delivery point meters wert
remotely accessible. There are 167
installed meters in 157 delivery
points with SMEPA-owned metering
Fhe Association uses cellular phones
to communicate with meters at all
but five sites. Two of those five sites
use power line carriers and three

use Bell South land lines

RErAy Axp METER
MAINTENANCE

SMEPA relay technicians
performed relay acceptance
calibration, and control circuit
verification for the new relay
panels at South Hattiesburg and Oak
Grove. In routine calibration checks
at 13 SMEPA substations and various
member sites containing SMEPA
relay and telemetry equipment, the
refay technictans calibrated 1,769

relavs and transducers in 19935

Meter technicians assembled
wired, and installed new electronic
meter boxes at nine different sites
Based on new load projections from
member cooperatives, the meter
technicians increased CT (current
transtormer) capacity at tout
member delivery ;il‘jll“ W el

technicians also calibrated meters at

U SMEPA wholesale delivery points

DestoN ENGINFERING

In substation design. highlights
included completion of new

luding transtormer

factintties, 1o
circuit switcher. and relay panel. for
and Oak

substations. Site work was

the South Hattie \i\zliﬂ
(sronvt
also begun for two major projects
6Y KV substation
and Moselle 161 KV additions

(associated with the new generator)

the Misstonary 250




his group was responsible for the
permanent installation of the system
spare 50/40 /50 MVA 161/69 kV auto
transtormer at Benndale before the
summer peak. They also ordered and
received a replacement

tor the spare unit before

the end of 1995

\s the vear closed
design on the new 220 k)
line from West
Wavnesboro to
Missionary was 90
complete, and the design
guide was being readied
for submittal (o RUS for
approval. In
communications
engineering emplovees also
completed the 2 to 6 GHz
micrawave system
urgrade at Plant Moselle
ieadquarters, and Plant
Morrow

SUBSTATION MAINTENANCE

Fhe substation maintenance
crew completed routine testing ol
51 bushings stored in the new
bushings storage building at Plant
Moselle. Maintenance on eight auto
transtormers, including replacement
of three load tap changing (LTC)
mechanisms for refurbished uni
was also performed. Inspection
completed on nine 69 KV GCBs (gas
circuit breakers). one 115 kV oil
circuit breaker (OCB), ard 27 motor
operated switches

COMPUTER INFORMATION
Systems

SMEPA continued its efforts to
move from a distributed terminal
ystem to a client /server
environment. A new Novell network
was installed throughout SMEPA
including Plant Morrow. to allow all
personal computer users to better

share liles

One of the f steps in the client/server transition
iIncluded rewriting SMEPAs pavroll system, an effort
which required both time and expertise by system
analysts, In addition, a new Oracle database format for

screens and reports was completed

By the end of 1995, the computer information
systems section had been successful in setting up four
servers and plans were made to have all users

connected by mid-1996

PERSONNEL

\ more competitive discount plan was negotiated
with a new preferred health care provider, which
allowed for cost savings to the Association's medical
plan and participating employvees in 1995, The
implementation of a cost-neutral prescription drug card
plan also proved to be a positive move for the
Association’s self-insured medical plan and provided

tow-cost prescriptions to SMEPA ('IHNH\H'\

Personnel staff continued cost-effective management
of the Association’s health care plan and employees
continued to utilize SMEPAS preferred health care

lnm“'u rs. The efforts of all (HINMH'\ made 1995 the
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FINANCIAL REPORT

Fhe vear 1995 was another vear of solid financia! results for SMEPA. Th
wholesale power rate to SMEPAs eleven member yeratives was reduced
and averaged slightly less than 44 mills per kil hour, the lowest level
since 1981 For the eighth consecutive vear. the uel components of the

wholesale rate structure have been reduced

Revenues from members amounted to $278 million for 1905 up 4.3% ot
1hLi fror - | - - T

MI million from the previous vear. Energy sales wer up 6.5% to 6.37 millior
megawatt hours the highest ever. Demand billings to members wers up

84% to a monthly average of 1.250 megawatts also the highest ever

recorded. All eleven member cooperatives had increased individual purchases

of energy from SMEPA in 1995, ranging from 2% to 14%. Overall. the member

cooperatives are growing at a strong five-vear u»!II[h*n(llfui rate of 4.5

Margins for 1995 were $10.2 million compared to the record $13.8 million
tast year. SMEPAs equity increased to $67.4 million and is now 89 total

assets. the Il(:t]:\! over

lotal debt outstanding at y_r end 1995 was $652 million. down

520 million from the previous vear and the lowest debt balance since 1982

'he average interest rate on long-term debt was 6.7 SMEPAS interest
expense 1n 1995 was slightly less than $46 million. the lowest since 1980
Between 1994 and the two years prior, SMEPA was able to reprice or

retinance over 33530 million of debt which reduced interest costs about

S5 million per vear. When coupled with the steadv debt reduction over the

past eight vears including a $40 million reduction for 1995 and 1994, interest

cost savings have been a major factor in wholesale rate decreases

Discret

onary mvestments amounted to 565 million at vear end compared

to 355 million at the end of 1994, The discretionary investments were earning

0% at year en.. SMEPA anticipates using about $36 million of internal funds
(discretionary investments) to pay ftor capital projects in 1996 compared to
MI million and 38 million used in 1995 and 1994, re spectively. The largest

project is a gas-fired combustion turbine mentioned elsewhere in this report




Equities and Patronage Capiial

Generation

Sales to Members

Wholesale Rate to Members




ELEMENTS OF CCST

FTOTAL SYSTEM-—MILLS/KWH OF SALES 1995 1994 1992 1991

FOTAL-MILLS/KWH OF SALES 41.90

COMPARATIVE BALANCE SHEETS AND SELECTED FINANCIAL RATIOS (s |
|99% 1994 1993 1992 1991

UTILITY PLANIT

5

NET UTILITY PLANT $S1LTY

$ 556,762

OTHER ASSETS

TOTAL OTHER ASSETS 218,529 23,178 204,996 202,265

TOTAL ASSETS ; $ 763,033 $ 756,608 $ 759,027

EQUITIES AND LIABILITIES

M)

FOTAL EQUITIES AND LIABILITIES $ 759,043 $ 763,013 $ 772,632 $ 756,608 $ 759,027

RATION

TOTAL DEB1 g $671.812 $ 691,388 $ 701,420 $ 707.593

WHOLESALE RATE TO MEMBERS




COMPARATIVE OPERATING STATEMENTS /s

199= 1994 1993 1992 1991

REVENL T

TOTAL REVENL'} $ 294,247 % 285,080 $ 293332 $ 267,920 $ 262,140

EXPENSI

TOTAL EXPENSE 288,431 27440 { 266.290 262,976

OPERATING MARGINS 10.646 1,630

NON-OPERATING MARGINS

NET MARGINS $ 10,182




TWENTY

COMPARATIVE SUMMARY :
ENERGY SOURCES AND SALES

1993 1994 1993 1992 1991

ENERGY SOURCES-MWH
Generated 3,347,874 3,391,859 3,342,187 2,892,049 3,071,853
Purchased 1,498,994 1.559,822 1,870,626 1 958,228 1,725.706
Interchanged Power (Net) 2,146,362 1,795.851 1,579,136 1,597,162 1,434,367
TOTAL ENERGY AVAILABLE FOR SALE-MWH 6,993,230 6,747,532 6,791,949 6,447 439 6,231,926

ENERGY SALES-MWH

Members
Coahoma EPA 107.630 101,366 100.573 89.130 90,591
Coast EPA 998,341 923,389 863,922 823,751 743.020
Delta EPA 428,443 399,29 399,880 367.242 366,018
Dixie EPA 554,745 505,377 505,394 491 085 462,245
Magriolia EPA 442,355 428,158 420,146 IR0.878 375,319
Pearl River Valley EPA 571,759 503,356 475,793 440,102 445467
Singing River EPA 985,226 911.066 %80,723 847963 808434
Southern Pine EPA 1413464 1,389,295 1,.374.206 1,267.927 1.215.764
Southwest Mississippi EPA 389,94 372818 378.546 348,734 336,997
Twin County EPA 247,178 229,376 217,716 204,507 217,231
Yazoo Valley EPA 229062 216,382 214,072 219,443 232,134
TOTAL SALES TO MEMBERS 6,368,144 5979874 5830971 5,480,764 §,293,220
Non-Members §20,262 651,485 843,908 873,955 R28.500
TOTAL SALES 6,888 406 6,631,359 6,674,879 6,354,719 6,121,720
E ] — = Smemmm  smemmmmmme

TOTAL SYSTEM DEMAND-KW

(Billing Demand-Non-concurrent) 1,652,633 1,494,243 1,475,070 1,380,688 1,332,001
Smsmsesx ST



INDEPENDENT
AUDITORS REPORT

I'o the Board of Directors of

South Mississippi Electric Power Association

We have audited the accompanying balance sheets of South Mississippi
glectric Power Associdation ("SMEPA”) as of December 31, 1995 and 1994, and
the related statements of net margins and patronage capital and of cash
flows for the vears then ended. These financial statements are the
responsibility of SMEPA's management. Our responsibility is to express at

opinion on these financial statements based on our audits

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

audits provide a reasonable basis for our opinion

In our opinion, such financial statements present fairly, in all material
respects, the financial position of SMEPA as of December 3i. 1995 and 1994
and the results of its operations and its cash fiows for the years then ended

in conformity with generally accepted accounting principles

In accordance with Government Auditing Standards, we have also issued a

report dated February 9, 1996, on our consideration of SMEPAS interna
control structure and a report dated February 9, 1996, on its U‘”’}']‘MHZH

with laws and regulations

Reloctte + Toucke LLP

February 9, 1905




BALANCE SHEETS (5 1y 1

1994

ASSETS

ELECTRIC UTILITY PLANT

Net utility plant 324.504

OTHER ASSETS AND INVESTMENTS

96,147 116,174

CURRENT ASSETS

fotal Current Assets

DEFERKED CHARGES

TOTAL ASSETS $ 759,043

P ———




EQUITIES AND LIABILITIES
EQUITIES

Memberships and donated capital
Patronage capital

LONG-TERM DEBT, excluding current maturities
ACCRUED DECOMMISSIONING OBLIGATION
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES
CURRENT LIABILITIES

Accournts payable

Accrued interest

Other accrued expenses
Current maturities of long-term debt

COMMITMENTS AND CONTINGENCIES

TOTAL EQUITIES AND LIABILITIES

1995

$ 515

66,868
67,403
626,738
4311

3714

19,197
10,018
1. U8%

25.677

56,880

$ 759,043
Samwemm=

December 31

1994

$ S35
56,686

57,221
651,518
3474

3473

14,703
10,555
1,795

20,294

47,347

$ 763,023
——

LINT A
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E
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STATEMENTS OF NET MARGINS AND PATRONAGE CAPITAL (51

OPERATING REVENLUI

OPERATING EXPENSES

OPERATING MARGINS BEFORE INTEREST AND OTHER DEDUCTIONS

INTEREST AND OTHER DEDUCTIONS

OPERATING MARGINS

NON-OPERATING MARGINS — PRINCIPALLY INTEREST INCOMI

NET MARGINS

PATRONAGE CAPITAL AT BEGINNING OF YEAR

PATRONAGE CAPITAL AT END OF YEAR

S 66,568

242,929

10,182

56,686

1994

IR5.080

227 811

46,623

10,646

13,824

42.862

S 56.686

et s e




:Smnm‘zvm OF CASH FLOWS (5 Iy Twoesivin)

Years Ended December 31

19958 1994
CASH FLOWS FROM OPERATING ACTIVITIES
Net margins $ 10,182 $ 13824
Adjustments necessary to reconcile net margins to net cash provided
by operating activities:
Depreciation, amortization, and depletion 27,201 26,681
(Increase) decrease in accounts receivable (2.833) 3,294
(Increase) decrease in inventories (408 (3.156)
(Increase) decrease in other assets (145) (280)
Increase (decrease) in accounts pavable and other liabilities 4,924 (1811
Increase (decrease) in accrued mterest payable (337 2.713)
Increase in accrued decommissioning payable 837 676
Net Cash Provided by Operating Activities 39,221 36,515
CASH FLOWS FROM INVESTING ACTIVITIES
Construction and acquisitions of electric utility plant (11,843} (8.331)
Retirements of electric utility plant (net of removal costs) 174 213
Increase in decommissioning trust investments (837) (676)
Purchases of investments (7487) (17472)
Proceeds from maturity of investments 68 9.000
Net Cash Used in Investing Activities (19.925) (17.266)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt (16,154) (18, 786)
Penalty associated with repricing of debt (24.293)
Proceeds from long-term borrowings 7189
Net Cash Used in Financing Activities (15.365) 43,079)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3931 (23,830
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 27.591 51421
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 31,522 $ 27,591
] s
Cash - general funds $ 709 $ 186
Commercial paper 30.813 27,405

See

! \’ ?22

Supplemental Disclosure of Noncash Investing and Financing Activities

Securities held by creditor as a cushion of credit and vsed to
reduce long-term indebtedness (29

“Notes to Financial Statements”

= 275“"

780

el e P —————

TAYY

VINTIA )



YOTES TOFINANCIAL STATEMENTS
YEARS Expep Decemser 31 1995 avp 1994

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES




NOTE 2 — ELECTRIC UTILITY PLANT

NOTE 5 — COMMITMENTS REGARDING GRAND GULF NUCLEAR STATION




NOTE 4 — INVESTMENTS IN ASSOCIATED ORGANIZATIONS

S 10,646

NOTES INVESTMENT SECURITIES TO BE HELD TO MATURITY

LiFOSS

Unreal

S 1,291 $ 52,041

December

$ 49.136 (4,093




The amortized cost and approximate fair value of investment securities to be held to maturity at December 31, 1995, by
*  contractual maturity. were as follows (in thousands)

-

Due in one year or less
Due after one year through five years
Due after ten vears

Actual maturities may differ from contractual maturities because of the borrowers' right to call or prepay obligations

NOTE 6 — DEFERRED CHARGES

Amortized
Cost

S 324133
4. 48%
16,442

$ 51,363
===

The following is a summary of amounts recorded as deferred charges (in thousanas )

Unamortized penalties on repriced debt
Unamortized debt discount and issuance cost
Past service retirement benefit cost

Nuclear fuel costs

Deferred decontamination and decommissioning
of past uranium enrichment operations

NOTE 7— PATRONAGE CAPITAL

Patronage capital consisted of the following (in thousands )

Cumulative margins
Less: Retirements to date

U'nder the provisions of debt covenants, until the patronage capital equals or exceeds forty percent of the total assets of SMEPA,
the return to patrons of comributed capital is generally limited to twenty-five percent of the patronage capital or margins
received by SMEPA in the prior calendar vear The patronage capital of SMEPA represents 89% and 75% of the total assets at

December 31, 1995 and 1994, respectively

NOTE 8 — SHORT-TERM BORROWINGS

SMEPA has a 825000000 short-term line of credit available with CFC which expires in September, 1996 and a $5.000.00G shart-
term line of credit with a bank which expires in July, 1996, At December A1 1995 and 1994, SMEPA had no borrowings against

these lines of credit

1995

$ 30,025
1,242

350

1995

$ 72.721
5.853

$ 66,868

Fair
Value

$ 32,043
4 838
14,563

$ 52,041
e

1994

$ 31,696
1.297
420

27

1.788

$ 38,228
==

1994

$ 62539
5,853

b 56,686
b=

FEETW |
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(-TERM DEBT
LONG

1994
1994

718
% 626,71




10 — DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES

1998 1994

NOTE 11 FAIR VALUES OF FINANCIAL INSTRUMENTS

|99S 1998 1994
carrving Estimated carrving

Amount Fair Value Amount

% 692,404 % 615,058

NOTE 12— EMPLOYEE BENEFITS

1995 1994




Two

THiRT Y

The Accumulated Postretirement Benefit Obligation CAPBO) is comprised of the following (in thousands )* ’

.
1995 1994
Retirees and dependents $ 35y $ Ao
Fully eligible active plan participants 213 189
Active participants not yet eligible 1.676 1,489
$ 2248 $ 1,997
e Smemem

The weighted average discount rate used in determining the APBO was nine percent. The assumed health care cost trend rate
of increase used in measuring the APBO was 113 and 115 percent in 1995 and 1994, respectively, declining to six percent by the
year 2005

The health care cost trend rate of increase assumption has a significant effect on the APBO and periodic expense. A one
percent increase in the trend rate for health care costs would have increased the APBO by approximately 23% and service and
interest costs by approximately 25%

NOTE 13 — ACCOUNTING STANDARD TO BEADOPTED IN THEFUTURE

In 1995, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 121, "Accounting for
the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of”, which is effective for fiscal vears beginning
after December 15, 1995 This Statement requires that long-lived assets and certain identifiable intangibles to be held and used
by an entity be reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Management anticipates the adoption of SFAS 121 will not have a material effect on SMEPAs
financial statements.

NOTE 14 — COMMITMENTS AND CONTINGENCIES

SMEPAs coal supply agreement provides for minimum annual purchase requirements
SMEPA has construction commitments for various non-nuclear utility projects totaling approximately $3591000,

SMEPA is a defendant in certain litigation incurred in the normal course of business. Management, based on advice of legal
counsel, Is of the opinion that the ultimate resolution of the litigation will not have a material adverse effect on SMEPA's
financial statements,



