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firough its many activities during 1996,
Corn Belt Power Cooperative worked to

develop a “Framework for the Future,

by building new transmission lines and
substations to strengthen reliability, continuirg to
promote economic development through housing
programs and other joint ventures with member
cooperatives, and studying potential sharing
alliances with neighboring utilities to allow Corn Belt
to better serve its members into the 21st century.

Strengthening this framework for the future is 1'ew
technology at Wisdom Station that will continue to
keep the plant productive and viable as we pass the
year 2000. Newly-framed lires and substations will
enable existing industries to expand on co-op lines.
Legislative, marketing and public relations
activities carefully frame relationships with legisla-
tors, members and the general public to ensure a
positive business climate in tomorrow's competitive
marketplace,

As Corn Belt Power Cooperative prepares to
celebrate its 50th year of operation and as it
positions itself for the next millennium, it not only
rests on the solid foundation of its past, but, more
importantly, builds on its “Framework for the
Future.”
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TOTAL CORN BELT kWh SALES 1996 GENERATION SUMMARY
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BALANCE SHEETS

December 31, 1996 and 1995

ASSETS

ELECTRIC PLANT (Notes 2 and 6):
In service D P e S B
Less-accumulated depreciation .................

Construction work in progress

Nuclear fuel, net of amortization (Note 2) .

OTHER PROPERTY AND INVESTMENTS:
Nonutility property ... L o : :
Investment in the Natonal Rural Utilities Cooperative

Finance Corporation (Note 2) ..

Land held for future use (Note 8}

Decommissioning fund (Note 2)

Other investments and receivables

1996

- $ 206,509,008
116,349,862

90,159,146

906,588
4,803,751

95,869,485

343,766

2,515,343
2,963,060
11,457,176

(Notes 2 and 10) ..o 6,263,203
23,542,548
CURRENT ASSETS:
Cash and cash equivalents (Note 2) ... 6,400,701
Short-term investments (Note 2) ... 0
Member accounts receivable 3,688,298
Other receivables .. 368,465
Inventories
Fuel, primarily coal, at last-in, first-out cost 1,253,028
Matenals and supplies, at average cost 2,654,819
Prepayments 1,027,077
15,392,388
DEFERRED CHARGES:
Deterred Department of Energy
decommissioning costs (Note 12) ... 1,516,849
Deferred spent nuclear fuel
disposal costs (Note 9) 240,264
Deferred refueling costs (Note 2) 1,372,185
Unamortized refinancing cost (Note 4) | 80,616
Other 209,755
3,419,669
$138,224,090

1995

$203,330,265
109,217,282
94,112,983

1,941,721
5,052,991
101,107,695

380,070

6,558,196
20,755,531

7.477.797
1,519,253
3.859 867

195,680

1,108,683
2,513,751
1,032,366
17,707,397

651 816

400,440
217,289
257,127
1,378,565
4,905,237
$144,475 860

The accompanying notes to the financial statements are an integral part of these statements

Corn Belt Power . 1996 Annual Report .



BALANCE SHEETS

December 31, 199¢ and 1995

MEMBERSHIP CAPITAL AND LIABILITIES

MEMBERSHIP CAPITAL:
Memberships, at $100 per membership ................
Deferred patronage dividends, per accompanying
statements (payment restricted
as indicated in Note 3) ................. AT
Other equities, per accompanying statements ...
Unrealized gain in market value
of investments (NOte 2) ...cooiviiiiiiiniinniiniininnnn

LONG-TERM DEBT /Note 4):
Roral LIItios BErvICE . uiisssivis sivbisssipimssine vorfibans
Federal Financing Bank .........ciov i
Capital lease obligations (Note 2) ...oooooiiiiiiinienn,
Pollution control revenue bonds ..........coceee v

Less — Current maturities of long-term debt ...

OTHER LONG-TERM LIABILITIES:
Deferred Department of Energy decommissioning
COBER (0GR A2 viriiiviiiisiiomtsesessmmnssrssbatinsnrinss
DACIETION COMPRIBREIAR .. ovoisinilsismmmsommrias i anaimia

RIRESED 205 2 St e i B s R iy e 50 6 RIS .-

CURRENT LIABILITIES:
Current maturities of long-term debt ... ...
ACCOUNER DRYRIIC 5 030000 i beasimsivisnsessinis messasresnasnss
Accrued property and other taxes ...

Accrued intercat and Other ... ...ooicuieiommnssis snsinive "

1996

$ 1,400

7,857,518
14,629,256

642,900

23,131,074

36,995,046
65,135,398
3,554,333

108,004,777

5,297,862

102,706,915

1,296,054
105,269
191,100
1,592,423

5,297,862
2,742,895
2,212,279
540,642
10,793,678

§ 138,224,090

$ 1,400

7,347 255
13,052,120

. 445627
20,846,402
39,073,088
67,655,363

4 383957
2,470,000
113,582 408

5,092,058

1,436,710
148,763

_ 1,331,143
__.__._g‘y :S:’.\Q‘l_(?_

5,092,058
3,022,528
2,274,244

1,833,662

12,222,492

The accompanying notes to the financial statements are an integral part of these statements.
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STATEMENTS OF REVENUES AND EXPENSES

For the Years Ended December 31, 1996 and 1995

NET OPERATING MARGIN (DEFICIT)

NET MARGIN (DEFICIT)

NON-OPERATING MARGIN:
Interest and dividend income .....................0.
4T e PN S e PP T

953,315

960,629

1996 1995
OPERATING REVENUES:
Sales of clectric energy .......oocoiviiiiiiiiiene 7R A5 e $ 42,445,125 $ 41,020,635
I e bty ek s e ey P A ek e T 3,077,584 2,930,329
45,522,709 43950964
OPERATING EXPENSES:
Operation -
Steam and other power generation ................ 14,852,868 15,228,763
Purchased power, net ............ooccoinmiiiiiinirrennns 2,260,981 1,117,882
TranSmUSSION ...oooiviiiririiiiii et 1,578,411 1,617 468
BRI et e S L e SN . 1 T s 722,743 723,149
Administrative and general . ... 3,496,488 3,386,082
Maintenance —
Steam and other power generation ................ 3,595,540 3,565,812
STUADBINIIRION . ... o ivironioisinerioyinridingsesiipsiesis . 624,176 002,119
R e oS O ol e M 19,786 36,773
Depreciation and decommissioning (Note 2) ... 6,968,131 6,607,977
Property and other taxes .............ooceiiiiiviiiniinen, 2,281,030 2,412,392
36,400,154 35,298 417
Net Operating Revenues .........c...ooooiveinn, 9,122,555  B652547
INTEREST AND OTHER DEDUCTIONS:
Interest on long-termdebt..........c.ooooviiiinininnnnn, 7,189,255 7,475,567
Other interest (NOE 2) ..o iiivreecreiiiiinimrinnisiininn 809,818 614,302
Interest during construction (Note 2) ... ........... (134,452) (131,616)
Provision for impairment of land (Note 8) ............ 103,820 2,271,159
Other deductions ...........oooooiiiiiiireiieiiiiiiireieriin, 3,536 1,115
Amortization of reacquired debt (Note 4)............. 176,511 312,491
Amortization of loan expense ... 20782 o - 215635
8,169,240 10,564,553

. (1.912,006)

1,165,070
232,568
1,397,638

§__(514,368)

The accompanying notes to the financial statements are an integral part of these statements.

Corn Belt Power . 1996 Annual Report .



STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 1996 and 1995 (Note 2)

CASH FLOWS FROM OPERATING ACTIVITIES

Net margin (deficit
Adjustments to re.oncile net margin (deficit) to cash
provided by operations
Depreciation and amortization
Amortization of nuclear fuel
Amortization of d¢ ferred l('flu‘!lnu COSES
Amortization of spent nuclear fuel
dl\p: Isdl COSES
Amortization of refinancing cost
Amortization of Department of Energy
d('ullllll\l\\nﬂnng L OSIS
Provision for impairment of land held
tor tuture use
Changes in current assets and liabilities
Accounts receivable
Inventories
Prepayments
Accounts payable
Accrued ;‘Yui‘t’(\ and U!%U.I Laxes
Accrued interest and other liabilities
Payment to Department of Encrgy
for decommussioning
Othet

Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term debt
Deterred patronage dividends paid
Cash provided from CTS fund (Note 10

Net cash used in financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to electric plant, net
Additions to nuclear fuel
Change in deferred refueling costs
Saic of non-utility plant
Purchase of land held for future use
Additions to decommissioning fund
Change in other investments

Net cash used in investing
Net increase (decrease) in cash

CASH AND CASH EQUIVALENTS A1l

peginmng ot year

2,518,536

6,165,553
2,273,375
1,416,108

160,176
176,511

115,391
103,820

(1,216)
(285,413)
5,289
(279,633)
(61.,965)
(1,295.965)

(236,531)
(14,727)
10,759,309

(5,577.631)

(489,737)
86,128

(5.981,240)

(1,313,731)
(2,024,135)
(1,571,004)

36,304
(1,481,530)
(1,543,513)
2,042 444

(5,855,165)

(1,077,096)

-‘4—"’-\)-

$ 6,400,701

514,368

113,678
2,167 .47
362,141

160,176

312,491

112,020

346,720
513.694
218,676
416,218

80,273

71.692
114513

|
93 732

10961 .686

4 689 404

470,000
3}()4('_()(1[
(3,118,743

1,905 955
384 481
2.267 648
42 061

0
1,411,719
1,368 342

7 296,084

546 859

6930 93R




STATEMENTS OF DEFERRED PATRONAGE DIVIDENDS

AND OTHER EQUITIES

For the Years Ended December 31, 1996 and 19$5

DEFERRED PATRONAGE DIVIDENDS:

Balance assigned beginning of year........................

$ 7,347,255

Iet DALY ((ABHICAE) s . coniniosesissinissnerinenasss sasonins 2,518,536

Revenue deferred patronage dividends ................. 58,600

9,924,391

Patronage dividends paid ... (489,737)
Appropriation of margin —

Reserve for contingent losses ...........occoooveene. (1,327,136)

Statutory SUPINS ......coiiemimiinmisiimmrseressse o (250,000)

§ 7,857,518

Balance assigned end of year

OTHER EQUITIES:
(Appropriated Margins)

Reserve for

Statutory Contingent

____ Surplus ____ Losses

Balance December 31,1994 ..., § 3,099 484 $ 11,184,604
Appropriation of margin ........ 250,000 (1,481,968
Balance December 31, 1995 ... 3,349 484 9,702,636
Appropriation of margin ........ 250,000 1,327,136

Balance Decembper 31, 1996 ......... § 3599 484

1995

$ 7,067,255
(514,368)

32 400

6,585,287

(470,000)

1,481,968
(250,000)
§ 7347258

______Total
S 14.284 088
(1,231,968)
13,052,120
1,577,136

The accompanying notes to the financial statements are an integral part of these statements.

Gorn Bell Power . 1996 Annual Report .



NOTES TO FINANCIAL STATEMENTS

December 31, 1996 and 1995

NOTE (1) ORGANIZATION:

Corn Belt Power Cooperative (the Cooperative) is a Rural Utilities Service (RUS) financed
-

generation and transmission cooperative created and owned by 12 distribution cooperatives and
one municipal cooperative association. Electricity supplied by the Cooperative serves farms, small
towns and commercial and industrial businesses across 27 counties in north central Iowa

'he Cooperative’s Board of Directors is comprised of one representative from ecach
member cooperative and is responsible for, among other things, establishing rates charged to

the member cooperatives
NOTE (2) SIGNIFICANT ACCOUNTING POLICIES:

I'he Cooperative maintains its accounting records in accordance with the Uniform
System of Accounts as prescribed by the RUS, The preparation of financial statements in confor
mity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financia! s.atements and the reported amounts of revenues
and expenses during the reporting period. Actual resuits could differ from those estimates. The

significant accounting policies are

A. Electric Plant —
Electric plant is stated at criginal cost which includes pavroll and related benefits,
sales and use taxes, property taxes and interest during the period of construction
Costs in connection with repairs of properties and replacement of items less than
a unit of property are charged to maintenance expense. Additions to and replacements of

units of property are charged to electric plant accounts

. Depreciation and Decommissioning —

Depreciation is provided using straight-line methods and RUS-prescribed lives
I'hese provisions, excluding nuclear facilitics, were equivalent to a composite depreciation
rate on gross plaat of 2.72% and 2.76% for 1996 and 1995, respectively

Under a joint-ownership agreement, the Cooperative has a 10% undivided interest in the
Duane Arnold Energy Center (DAEC), a nuclear-fueled generating station, which was placed
in service in 1974, The Cooperative is depreciating its interest in the DAEC and each vear’s
property additions subsequent to 1984 on a straight-line basis over the remaining term of
the initial Nuclear Regulatory Commission license for DAEC (2014). The composite
depreciation rate on gross plant for DAEC was 3.34% and 3.30% for 1996 and 1995,
respectine y

A Nuclear Regulatory Commission estimate of the decommissioning costs ot DAEC was
updated in 1996. This report estimated the Cooperative’s share of the decommissioning costs
of DAEC to be approximately $39,950,000 (in 1996 dollars). The Cooperative is providing
tor overall nuclear decommissioning costs using a funding method which assumes a 5% rate of
inflation and 3% real rate of return. The method is designed to accumulate a decommissioning
reserve suthcient to cover the Cooperative’s share of decommissioning costs by the year 2014

Decommissioning costs are included in depreciation and decommissioning expense, in
the Statements of Revenue and Expenses. Such costs were $1,051,066 and $785.851. for

1996 and 1995, respectively




NOTES TO FINANCIAL STATEMENTS

December 31, 1996 and 1995

The total decommissioning funds accumulated at December 31, 1996, were
$11,457,176, of which $6,849 490 has been placed in a fund legally restricted for use in
decommissioning DAEC. The remaining $4.667 686, while not legally restricted, has
been designated by the Cooperative for use in decommissioning DAEC. The interest
component shown as other interest was $809 818 and $614,302 for 1996 and 1995,
respectively.

C. Nuclear Fuel —
The cost of nuclear fuel is amortized to steam and other power generation expenses based
on the quantity of heat produced tor the generation of electric energy. Such amortization was
$2,273,375 and $2,167 471 tor 1996 and 1995, respectively.

D. Deferred Refueling Costs —

The Cooperative defers extraordinary operation and maintenance expenses incurred
during refueling outages of DAEC. These costs are being amortized to expense based on the
expected generation of the next fuel cycle which corresponds with the period the Cooperative
is recovering these costs in its rates. Such amortization was $1,416,108 and 51,362,141
for 1996 and 1995, respectively.

E. Interest During Construction —
interest during construction represents the cost of funds used for construction and
nuclear fuel refinement. The average rate was 5.7% and 6.7% for 1996 and 1995, respectively,
and is based on the Cooperative’s levels and costs of financing.

F. Capital Lease —

The Cooperative has a long-term lease agreement with the City of Webster City
(Webster City) under which Webster City has agreed to provide certain generation and
transmission facilities to the Cooperative. In return, the Cooperative will pay a minimum
charge which approximates the debt service on these facilities. The Cooperative has
capitalized this lease and reflected it in electric plant and has reflected the related obligation
as a capital lease obligation.

G. Income Taxes —
The Cooperative is exempt from federal and state income taxes under section 501(¢)(12)
of the Internal Revenue Code.

H. Statements of Cash Flows —

For the purpose of reporting cash flows, the Cooperative considers temporary cash invest-
ments purchased with a maturity of three months or less to be cash equivalents. Cash raid for
interest, net of interest capitalized, was $8,413,429 and $7,425,011 for 1996 and 199%,
respectively,

Corn Belt Power . 1996 Annual Keport .



NOTES TO FINANCIAL STATEMENTS

December 31, 1996 and 1995

I. Cash and Investments

I'he Cooperative has cash and investments in the following

1996

Obligations of the U.S. government and its agencies $ 7,295,513
Corporate bonds 646,660
Common and preferred stock 3,528,021
National Rural Utilities Cooperative Finance

Corporation commercial paper 6,104,831
Cash and CDs deposited with tederally insured

financial institutions 302,350
Funds held in trust invested primarily with

lowa Public Agency Investment Trust 3,485,644
Economic development investments 2,674,865
Other investments 83.196

$24,121,080

I'he above investments are included as follows in the

accompanving balance sheets
Decommissioning fund $ 11,457,176
Other investments and receivables 6,263,203
Cash and cash cqurivalents 6,400,701

Short-rerm mnvestments 0

$24,121,080

['he above amounts include $2.873.829 and $4.283.659 at December 31, 1996 and
1995, respectively, which must be used to fund construction of electric plant

['he carrving amourits of cash and cash equivalents and short-term investments of
56,400,701 and $8,997.050 at December 31, 1996 and 1995, respectively, approximate the
tair vaiue because of the short maturity of these investments. The ( ooperative’s decommis

stoning fund ivestments, which include marketable debt and equity securities. are reported

at tair value with unrealized gains and losses reported as a net amount 1N a separate Compo

nent of membership capital until realized
I'he fair value of the Cooperative’s other investments and receivables are based on
quoted market prices for those or similar investments, where available. The fair value and

y
§ nvestm
i tNESC INVvest

1996
$ 2,977,793

()(l'uf INVESTECnts fam s 2.9““.8()2




NOTES TO FINANCIAIL STATEMENTS

December 31, 1996 and 1995

For other investments and receivables of $3,285,410 and $3,120,527 at December 31,
1996 and 1995, respectively, for which there were no quoted market prices, a reasonable
estimate of fair value could not be made without incurring excessive costs. These investments
include $1,000,000 invested in the preferred stock of the Towa Capital Corporation (1CC).

The 1CC is a for-pro‘it corporation established for the purpose of advancing economic
development in the stute of lowa. After payment of operating costs and certain reserves, the
net proceeds of ICC will be paid to the preferred stockholders, including the Cooperative,
until the preferr.d stock investment plus a 15% cumulative return has been returned. After
which, any remaining proceeds will be split 2 /3 to the preferred stockholders and 1/3 to the
common stockholders (the state of lowa).

The Cooperative has an investment of $2,515,343 and $2,515,525, at December 31,
1996 and 1995, respectively, with the National Rural Utilities Cooperative Finance Corpo-
ration (CFC}. This investment is required in orde: to allow the Cooperative to borrow
funds from CFC. The investment earns interest of 5% on $2,195,507 which matures between
2070 and 2080 and 3% on $319,289 which matures between 2007 and 2025,

NOTE (3) DEFERRED PATRONAGE DIVIDENDS AND OTHER EQUITIES:

In accordance with the lowa Code, the Board of Directors is required to allocate a por-
tion of the current year’s net margin to statutory surplus until the statutory surplus equals
30% ot toial equity. No additions can be made to statutory surplus whenever it exceeds 50%
of total equity. The Board of Directors appropriated $250,000 of both the 1996 and 1995
net margins to statutory surplus.

The equity designated “Reserve for contingent losses” in the Statements of Deferred
Patronage Dividends and Other Equities is an appropriation of equity by the Board of
Directors. The Board of Directors appropriated $1,327,136 of the 1996 net margin to
reserve for contingent losses. In 1995, the Cooperative used $1,481,968 of the reserve for
contingent losses for the impairment of the land held for future use (see Note 8). There is no
statutory restriction of this equity.

The Board of Directors is permitted by the lowa Code to allocate the current year’s net
margin to deferred patronage dividends upor mecting certain requirements and is required
to make such allocations if the net margin for the vear exceeds specified maximums. The
Board of Directors has appropriated $1,000,000 of the 1996 net margin and $750,000 of
the 1995 net margin to deferred patronage dividends. Deferred patronage dividends are to be
paid in the future as determined by the Boaid of Directors.

Under the conditions of the Cooperative’s mortgages, deferred patronage dividends
cannot be retired without approval of the RUS and the CFC unless the remaining equity
meets certain tests. The Cooperative does not meet these tests at December 31, 1996,
However, the Cooperative received permission and retired $297,255 of the 1984 and
$192,482 of the 1985 patronage dividends during 1996. During 1995, $250,000 of the
1982 and $220,000 of the 1984 patronage dividends were retired.

Corn Bell Power . 1996 Annual Report .



NOTES TO FINANCIAL STATEMENTS

December 371, 1996 and 1995

NOTE (4) LONG-TERM DEBT:

Long-term debt consists of mortgage notes pavable to the United States of America

acting through the RUS and the Federal Financing Bank (FFB), capital lease obligations, and

(8] 1

notes issued in conjunction with the issuance of pollution control revenue bonds. Substantially all
the assets and all rent, income, revenue and net margin of the ( ooperative are pledged as

collateral tor the long-term debt of the Cooperative. Long -term debt is comprised of

1996 1995
Mortgage notes due in quarterly installmeinits
RUS 2%, due 1997-2008 $ 12,225,255 S 1
RUS due 1997-201¢ 24,769,791 25.688.1
‘ FFB 5.5%-11.8%, duc 1997-2019 65,135,398 67.655.362
102,130,444 106,728 451

3,384 941

Jr b

Caprital lease obligations

Webster City revenue bonds

5.6%-7.5%, due 1997-2002 3,554,333 4,383,957

‘ Pollution control revenue bonds

5.8%-6.125%, due 1997-2007 2.320,000 2.470.000
$108.004.777 $113.582 408

Marturities of long-term debt for the next five vears are as follows

Year Maturity

1997 S 4,3\)“_}\(.;‘

1998 5.080.561

1999 5 366.319

2000 5,550 459

2001 5. 882 890
Ta connection with tl

1al i . 2
1I¢ mortgage notes, the Cooperative had available at December 31

1996, $3.882.000 from CFC to meet future borrow had |

needs. 1 he Cooperative hac availablg
y y
December 31

1996, an unused $12.000.000 line of credit with CFC of which $1.000.000

1 A i '.‘~ \l:}y\ ! { 3 11 l i\ I \ A "

Based on the borrowing rates currently available to the ¢ ooperative tor debt with similar
tert ind 1 1 ta lue of the long-term debt was $114.690,129 and $119.244.019
it Decembet 31. 1996 and 1995, SPECTIVE:

NOTE (5) CONSTRUCTION COMMITMENTS
.

fotal construction expenditures for 1997, including expenditures for the jointlv-owned uni

I timated to be $10,932.490, of which $2,361,370 is tor the purchase of nuclear fuel at




NOTES TO FINANCIAL ST+ /EMENTS

December 31, 1996 and 1995
NOTE (6) JOINT PLANT OWNERSHIP:

Under joint-ownership agreements with ocher Towa utilities, the Cooperative had undivided
interests at December 31, 1996 in three electric generating units as shown below:

Council
__Neal #4 Blufts #3 DAEC
Tortal electric plant ... $ 44,758,127 $ 14,187,779 $ 66,940,601
Accumulated depreciation ........... $ 23,706,436 $ 6,817,536 $ 28,256,475
Unit accredited capacity (mW) ... 624 675 530
Cooperative’s share (%) ... 11.3% 3.8% 10.0%

Each participant provided its own financing for its share of the unit. The Cooperative’s share
of direct expenses of the jointly-owned units is included in the operating and maintenance ex-
penses on the Statements of Revenues and Expenses.

During 1991, the Cooperative, one of its members, North Iowa Municipal Electric Coopera-
tive Association (NIMECA), and the City of Grundy Center (the City), a NIMECA member, en-
tered into a long-term lease agreement for the use by the City of two megawatts of the Cooperative’s
capacity in the Neal #4 generation facilities. The Cooperative will continue to act as the Neal #4
partner on behalt of the City. The above plant statistics have been reduced to reflect the agreement.

NOTE (7) BENEFIT PLANS:

Effective January 1, 1996, all assets and accumulated plan benefits of the Cooperative’s deposit
administration defined benefit plan, covering substantially all employees, were transferred to the
National Rural Electric Cooperative Association (NRECA) Retirement & Security Program (the
Program). The Program is a defined benefit pension plan qualified under Section 401 and tax exempt
under Section 501 (a) of the Internal Revenue Code. Upon transfer to the Program, the Cooperative’s
accumulated plan benetits exceeded plan assets by $402,695. A moratorium in effect from January 1,
1996 was lifted during 1996 and the past service cost was paid to the Program in 1997. Additionally,
in 1996 the Cooperative recorded a total current period service cost to the Program of $469,262. In
this multi-employer plan, which is available to all NRECA member cooperatives, the accumulated
benefits and plan assets are not determined or allocated separately by individual employer. The pen-
sion expense recorded by the Cooperative in 1995 was equal to its funding contribution of $368,712.
The Cooperative also provides a 401 (k) plan, available to all employees with the Cooperative match-
ing 25% of the employees’ contributions up to 4% of the employees’ wages.

NOTE (8) LAND HELD FOR FUTURE USE:

Allied Power Cooperative of lowa (Allied ) was organized to build a generation plant and related
transmission facilities to provide for future power needs. Until 1996, the Cooperative was a 50%
participant in Allied. During 1995, the Cooperative concluded the carryving value of the investment
did not approximate market value and recorded a non-cash charge of $2,271,159. The charge was
recorded as an impairment of land held for future use in the Statements of Revenues and Expenses
and this portion of the Cooperative’s 1995 margin was applied against the reserve for contingent
losses. During 1996, the Cooperative purchased the remaining 50% of the Allied land for $1,481,530.
The book value of the previously-owned 50% of Allied was in excess of the purchased 50% interest.
As a result, the Cooperative recorded an impairment of land held for future use of $103,820 in the
Statements of Revenues and Evpenses for the yvear ended December 31, 1996.
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NOTES TO FINANCIAL STATEMENTS

December 31, 1996 and 1995

NOTE (9) LIABILITY FOR SPENT NUCLEAR FUEL DISPOSAL COSTS:

The Nuclear Waste Disposal Act of 1982 gave approval to the federal government to con-
struct a repository for the nation’s civilian spent nuclear fuel. The Act stated that funding for this
repository would be provided by assessing nuclear generating unit owners a one-time fee for spent
: nuclear fuel being stored on-site at cach nuclear facility in April 1983, and by assessing all future
energy generated by nuclear facilities at a rate of 1.0 mill per kilowatt hour. The Cooperative is
paying the post-1983 fees on a current basis and such fees are being charged to steam and other
power generation expenses. The Cooperative has previously paid the one-time fee and is amortiz-
ing it to expense over a 13-year period ending in 1998 which corresponds with the period the
Cooperative is recovering these costs in its rates. In both 1996 and 1995, $160,176 was amor-
tized to steam and other power generation expenses

NOTE (10) NIMECA COMBINED TRANSMISSION SYSTEM:

In 1989, the Cooperative and one of its members, NIMECA, entered into a joint transmis-
sion agreement which allows several members of NIMECA an individual undivided ownership
interest in and access to the Cooperative’s transmission system. The Cooperative has a receivable
of $2.872,524 trom a trust established by NIMECA for ultimate payment to the Cooperative.
These funds can only be used to fund RUS approved transmission projects. The Cooperative will
continue to operate and maintain the system. NIMECA members will reimburse the Cooperative
tor the proportionate share of operating expenses of the system and will contribute proportion-
ately for all future capital additions of the system. The reimbursements of the 1996 and 1995
operating expenses were $543,401 and $540,334, respectively, and were recorded as operating
revenues. Additionally, the Cooperative and NIMECA entered into a capacity sharing agreement
which provides for the sharing of generating resources through at least 2009.

NOTE (11) CLEAN AIR ACT:

The Clean Air Act (Act), as amended, made significant cher zes in the nation’s clean air laws.
The Act’s specific amendments to acid deposition control (acid rain) make significant reductions
in the amounts of sulfur dioxide and nitrous oxide emissions allowed on an annual basis nation-
wide. The Cooperative’s coal-fired generating stations are in compliance with the standards
established by Phase 1 of the Act and management has begun implementing the program neces-
sary to meet the compliance requirements of Phase 1T which will be effective in the year 2000.

NOTE (12) NATIONAL ENERGY POLICY ACT:

The Federal National Energy Policy Act of 1992 requires owners of nuclear power plants to
pay a special assessment into a “Uranium Enrichment Decontamination and Decommissioning
Fund.” The assessment is based upon prior nuclear fuel purchases and for the DAEC averages
approximately $1,417 503 annually through 2007, of which the Cooperative’s 10% share 1s
$141,750. The Cooperative’s total assessment of $§1,978 529, which will be recovered in rates,
has been recorded as a liability, net of payments, in the balance sheets. This liability, totaling
$1,417,503 on December 31, 1996, has been recorded with a corresponding deferred charge
amortized over a 15-year period, beginning in 1992,
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NOTES TO FINANCIAL STATEMENTS

De.ember 31, 1994 and 1995
NOTE (13) NUCLEAR INSURAN( E PROGRAM:

[he ( ooperative, under the provisions of the Price-Anderson Amendments Act of 1988 (the
1988 Act), has the benefit of $8.9 billion of publ
\3”')_“()“‘“()(] Of Insurance and S8 7
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billion of potential retroactive assessments from the owners
lear power plant. Under the 1988 Act for losses relating to nuclear acci
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Pursuant to provisions in various nuclear insurance policies, the Cooperative could be
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sessed annually $940.000 related to coverages tor ¢ XCCSs property damage if the insurer’s iosses

dn acaident exceed its reserves. While assessment may also be ma
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[08ses., tO the ¢ nt not !L\,n\‘.s'lui f‘]!(“,it"\ll rates, would be bori

¢ by the Cooperative and could have
I

|
1 the Cox peratve s hinancal posiion and results of opcranons

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

'O THE BOARD OF DIRECTORS OF CORN BEL1 POWER COOPERATIVE:

weompanving balance sheet

D
Belt Power ( oonrnerative (a Coop

t

incorporated in lowa) as ecembet 1996 and 1995, and the related

s and expenses, cash tlows and deferred patronage dividends and other

cquinies ror the years then ended, These finan sponsibility of the

Cooperative’s inagement. Our responsibility n these financial state
ments based o
We conducted our audits in accordance

standards requn 1at we plan and pertorm

ether the ! 1411C1A caremaents are n 1d Hsstatrement . It mciudes examinin
Dno
t

INC1al statements

cstimates

ARTHUR ANDERSEN LLP




Norman kolbe

}

Kussell krog

Nt

Lawrecnce Wikl

Fugene Drager
President

Roger Kust

Ronald Deiber
Vice President

Carrol Boehnhe
Ireasurer

1996 Board of Directors

Donald Mcl.ean

Donald O0'Tool
Issistant secretan/Ireasurer

heith Gelder

Donald Feldman
Secretan

L. Kirby Range




Corn Belt Power Cooperative
1300 13th Street North » P.O. Box 508 « Humboldt, lowa 50548
S16/332-2571 » www.chpower.eom



