


FACTUALLY SPEZLKING

Dairyland Power Cooperative provides
the wholesaie clectrical requirements and
other services for 28 electric distribution
cooperatves and 19 municipal utilities
which supply the energy necds of more
than haif a million people.

EHectncity from Dairyland's four gen-
crating stations—979 megawatt capacity—
produce clectnicity which is transmitted
via 3,227 miles of transmission lines to
318 substations located throughout the
system’s 44,500 square mile service arca.

Dairyland's service area encompasses
62 countics i five states (Wisconsin,
Minnesota, lowa, [llinois and Michigan).
Dairyland has provided low-cost, reliable
clectrnical energy and services to its cust-
omers in the upper Midwest for 56 years.

1996 FINANCIAL SYNOPSIS

196 1995

(n thousands)
Total Assets $474075 $477930
Equiry $ 87343 § 91675
Luabilities $386.742  $386 255
Total Equity & Liabilitics $474,075  $477.930
Equity % of Tota! Assets 18.4%
Total Revenue SIR6.089 8165343
Net Margins $ 2019 $ 3110
Times interest Eamed Ratio 1.11 1.16
Debt Service Coverage 1.46 1.51

Class A Sales MWh 3,365,291 658 328 193 0
Total SalesMWh 6,141 500617 4703181311

GENERATING STATIONS

Capacity-
Typc  Swtion  Units  Mcgawatts
Coal Alma 5 204
Coal JPM 1 377
Coal CG3 i i
Hydro FHS 3 21
Total 12 979
Coal burned - tons in 1996 .. 1,796,507
Load management capability ... 105 MW
mmsan/Q.BSTAm
Transmission lines ... . . 3227 miles

as constructed

Substations (plant/transmission/
distribution) ... Sl 3R

OTHER FACTS* .
L R e Dec. 16, 1941
Geographic scrvice area ... 44,500 square
miles {62 counties in Wisconsin,
Minnesota, lowa, Ilinois and Michigan)
Eployees ... bt i, G 573
Customers insystem ... . 219,464

Economic development loans approved 19
(towailing more than $1 8 nullion)

Annual meeting ... Junc 18, 1997
June 10, 1998
June 9, 1999
Board mecting ... third Friday of month

*For year ending Dec 31, 1996
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VISION, MISSION & VALUES

OuUR VISION..
+ .18 10 be the provider of choice for
energy and services to our customers

OuRr MISSION...

- 1S, as a cooperative organization, to
provide competitively priced energy and
Services to our customers and maximum
valre to our owners, consistent with the
wise use of resources.

We will work with our members to
improve the quality of life of their
customers and the economic and social
welibeing of the region.

OuUR VALUES

Our members are the reason for our
existence. We will strive to provide
services that exceed their expectations,

emphasizing honesty, quality and other
sound business principles.

Our employees and ihe people we
serve are vital to our success. To
promote ~xcellence, we will sup port
and encourage emplovee development
for the purpose of matching qualified
people to the right jobs while being
sensitive to the imponance of job
satisfaction. We will encourage open,
honest and timely two-way communica-
tion. Working as a team, we will respect
cach other and balance empowerment
with accountability

As we conduct our business, we will
be responsible members of our commu-
nity, good stewards of the environment
and fellow sound safety practices, while
continmlly improving our processes
and services.

EXECUTIVE MANAGEMENT

William I. Berg
General Manager

John P. Leifer

Assistant General Manager, Generation

Robert C. Mueller
Assistant General Manager, Finance &
Admimstration

Charles V. Sans Crainte
Assistant General Manager, Transmission

Alison | Thimis
Assistant General Manager, Customer
Services & Planning

Richard ] Boettcher
Director, Information Technology

Mary I Lund
Director, Human Resoarces

IF SOMEONE SHOULD ASK..

FACTS & FIGURES

Dairyland Power Cooperative
Administration Building

PO Box 817

3200 East Avenue South

La Crosse, WI 546020817

Telephone: 608-788-4000

FAX: 608-787-1221
Web Site: www dairynet.com

VISITORS WELCOME
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1996 AT A GLANCE
Dairyland member systems -,

Municipal Customers . .

Total consumiier meters

Approximate population eerved

Peak demand
_(rqmrwd 10-MAPP) (Deg. 20,-1996)

* Power sales -, . . 6.1 milliog, MWh
Total operating revenue - $186 million
thmargnm-. $2 million
l)uryhndmwﬂﬂnylhon
Ownadgmamonupaaty(md) .....979MW”
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Power surges can be devastating to electronic
equipment and can also sesult in loss of valuable

business or personal data. |

Power surges and dips can be produced by
nearby lightning strikes, as well as inachuatc
wiring in the house or many other common.
causes. Trees, birds anddanimals can cause
surges by interfering wieh power lines. Surges
may be carried by phone, cable TV or satellite

hardware

EXECUTIVE
MAMNAGEMENT
TEAM MEMBER




TOOLS FOR THE NEW FRONTIER

EXECUTIVE
MANAGEMENT
TEAM MEMBER

I he New Froritier




of many
OOperat

[tOMmen

EXECUTIVE
MANAGEMENT
TEAM MEMBER

businesses. An example is the postal industry,
with the gost recent change affecting business

mailers. Diiryland enhanced its state-of-the-art -
mailing facilities to maximize savings for its .
custonters.

By automating and bar-coding their mait,”
Dairyland’s Mail Services is saving its current cus
tomers over $125,000 per year in postage. ;
Classification Reform, which went into effect
July T, 1996, could have had a large financial

impact on Dairyland and its customers

I'he basic principal behind the reform is that
the Postal Service wanits mailers to automate their
mail and offers incentives to do so. By complying
with the new regulations, Dairyland reduced its i
postage costs by 11 pércent, rather than \1151\;_; an

increase of 13 percent over prior pu.sml rates,




POWER MARKETING FRONTIER

EcCcoNOMIC DEVELOPMENT

PROGRAMS SPUR GROWTH




ENHANCED GENERATION EFFICIENCY

EXECUTIVE
MANAGEMENTY

TEAM MEMBER
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GENERATING STATIONS

fotal Net Net
Capacity in- MWh % of
Iype Station MW (Wanter) (000's) fotal

Coal Alma 204 106 6.36
JPM 1,182 18.52
Genoa #3 1,671 26.18
lotal Coal 3,259 51.06
Hydro:  Flambeau

lotal Generation

Purchased Power

loral Requirements 100.00

TRANSMISSION LINES

‘\‘!i\ 3 A

as Constructed

6065,

559.56
6L .65
'y

SUBSTATIONS

Total ( aipacity KVA
G54 0040
MISSION } 1,383,000
909,250

3,246,250




PROTECTING

THE

FUTURE



e Realmng sf@l_iﬁ_c‘m( savings in shipping costs,
Dairyland extended 10 its customers in 1996 the
oppertunity to participate in the KeyRater freight

management program. The simple software pro- -
gram is designed to use zip code locations ahd
\hippihg weights 1o determine the most cost-¢éffec-
tive method of moving inbound or outbound

material.

KyyRater has demonsirated savings-of 15-30

percent for cutrent users. Forty-four differént car,

riers are participating in the program, which is
éndorsed by the National Rural Electyic

f .
Cooperative Association,




PARTNERS FOR THE NEW FRONTIER

EXECUTIVE
MANAGEMENT
TEAM MEMBER

PRIVATE FUEL STORAGE INITIATIVE




FiNANCIAL HIGHLIGHTS

POWER SALES
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1996 REVENUE DOLLLAR

1996 EXPENSE DOLLLAR

SALARIES
& WAGES
15.64°%

MARGINS
1.097%

FIxED
CosTs
26.87°%

FueL &
PURCHASED
FOWER
49.73%




VISION, MISSION & VALUES GLOSSARY

OUR VISION...

p it  provider of choice for energy and

SCIvICes 1 SLOMETS.

QUR MISSION..,

%

.18, a8 .2 codperative orgariization, 10 provide
competitively priced energy and sefvices o our cus-
tomers and maximum value to our owners, consis-

@ tent with the wisé use of resources,
- ;

We will work with our members 1o improve the
. ol L7 M v » s d »
quality of life of their customers and the economic

and social well-being of the region.

”

g

OUR VALUES

( )urﬁmcmbers ate the reaso
We will strive to provide services
expectations, emphasizing houesty. quality and othcr
sound business pnnapla

o

()urcmeloymaidd\epeoﬂewcmmnul
0 our success. Topromo(ecwdlencq.wywﬂlmpv
'mnmdmmplqudcwhpnmtﬁnd\c
purpose of mayching qualified peopls to the right
»)ohwdebugm'ohwdhb




DAIRYLAND POWER COOPERATIVE SYSTEM MAP

MEMBER DISTRIBUTION
COOPERATIVES

Class A Members

Class B Members MuUNICIPAL CUSTOMERS

Class D) Members

G & T COOPERATIVES

Class C Member

YLAND FACILITIES
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FINANCIAL REPORT

REPORT OF MANAGEMENT RESPONSIBILITY

Management is responsible for the preparation and integrity of the financial statements and representations in the
annual report. Management uses the best judgement and resources to ensure that such statements present fairly the
financial positions, results of operations and cash flow of Dairyland Power Cooperative.

Dairyland maintains a system of internal controls which is designed 1o provide reasonable assurance that transac-
tions are recorded in accordance with management's authorization, that financial statements are prepared in conformity
with generally accepted accounting principles applied on a consistent basis and that assets are safeguarded.

The board of directors, through its Audit Committee. has responsibility for determining that management fulfills is
responsibilities for preparation of financial statements and financial control of opetarions. The Audit Committee meets
regularly with management, Dairyland’s internal auditor and the Cooperative's independent public accountants o dis-
cuss internal control, financial reporting and auditing marters.

DAIRYLAND POWER COOPERATIVF

La Crosse, Wisconsin
February 28, 1997

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Members and Board of Directors of Dairyland Power Cooperative:

We have audited the accompanying consolidated balance sheets of Dairyland Power Cooperative (a Wisconsin coopera-
tive) and Subsidiaries as of December 31, 1996 and 1995, and the related consolidated statements of revenues, expens-
es and patronage capital and cash flows for the years then ended. These financial statements are the responsibility of
the Cooperative’s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audics in accordance with generally accepred auditing standards and the standards for financial
audits contained in Government Auditing Standards (1994 Revision), issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurince about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial statements. An audir also includes assessing the accounting principles
used and significant estimates made by management. as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred 1o above present fairly, in all material respects, the financial posi-
tion of Dairyland Power Cooperative and Subsidiaries as of December 31, 1996 and 1995, and the resules of their rev-
enues, expenses and patronage capital and their cash flows for the years thou ended in conformiry with generally
accepred accounting principles.

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the
Cooperative’s internal control structure and a report on its compliance with laws and regulations, both dated
February 28, 1997.

ARTHUR ANDERSEN LLP

Minneapolis, Minnesota
February 28. 1997



CONSOLIDATED BALANCE SHEETS

ASSETS
December 31
1996 1995
(In Thousands)
ELECTRIC PLANTY:
Plant and equipment, at oniginal cost . ... ... oL oo $ 602,146 $ 582,500
Less- Accumulated depreciatior .. ... ... o oo (332,0249) (315,139)
Nuclear decommissioning trust (Notes 1. 2and 9) ... ... ... ..., 44,591 36,925
314,708 304,286
Construction work in progress .. .. .. ... o oo i 1071 16,889
TRt RNONERE BRI = 57 & ot a e ir 479 540 s stk TR g A 325,419 321,175
OTHER ASSETS:
Marketable securities (Notes 1and 2) . ... ovvviiiiiiniinivin.n 52,435 61,294
Economic development loans and other investmenrs ... ... ..., ... 9,822 4,604
Investments in capital term certificates of National ' ural
Utiliries Cooperative Finance Corporation .. .................. 9,856 9,856
Pollution Control Bond proceeds on deposic with trustee. . .. .. ... .. 2.291 2,140
L R T e g P P o e S YD 14,223 24,239
ol AR BAREER . v 75 o 5y e T e e 18 e Ay wed 88,627 102,193
CURRENT ASSETS:
Cash and cash equivalents .. .o con i idinv v i i e i L115 2,093
Accounts receivable-
T T IR T AR AR R R e e 16,336 15,821
T e e T B L SN RO, SO s EY. i IS L 2,894 906
Inventories, at average cost-
CORRIRINEE ;. oo v ot e Sy S ey a4 ST 0T 29,629 24,755
DAnterints 2Dt SNPEBOR . oo b Jvi s ve il a ke b s d 9,220 9,925
U N S g P S 835 1062
"HRN TERIRDORNE NBES . vol a3 g0 i o W T MUEAR 300K WL i g 60,029 54,562
$ 474,075 $ 477,930

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



CONSOLIDATED BALANCE SHEETS

d CAPITALIZATION AND LIABILITIES

CAPITALIZATION:

Member and patron equiries-
ISR R 3 6 7 8 o 6k 0 b ks s g 3 0 R
Pacronage capital . . . ... vi i v s i
| Net unrealized gain on marketable securities (Notes Land 2). .. ... .
Total member an patron equities. . . ... ... .o iioiiii
EEIEOTR R M T e S R TAPT g T
BODOINT AR .2 7 o v v A0 bk SRR B 4 b W N & AP

PERERREET OREUMTS 20 0 L iiralile 55,4 5 38 8 o0 g0 4580 Flowonci A & bon 8
f COMMITMENTS AND CONTINGENCIES (Note 7)

CURRENT LIABILITIES:

‘ Current maturities of long-term obligations. . .. ..................
r‘ SHOEeriny DOMOWAREE . <+ & .0 55050 i vions as dmiis §a s s an s
Advances from member cooperatives. .. ...
T T e T B P s T SN § PP

Accrued expenses-
Payroll and vacation pay. .. .. ...
T e e e S g e Y I SN S Nl
T IO S S N N e AT M SN TR e
AL | ek T o b iR R Sk 2 3 TR o et §
Fotal onsrent BRBGRIEE . v jo v s v il s aa s waas s Rk i a4

December 31

~199%
{In Thousands)

$ 1
87,184
148
87,343
334,188
421,531

4622

12,178
16,000
1,656
7.934

5,264
2,202
767
1,921
47,922

$ 474,075

The accompan;ing notes are an integral part of these consolidated financial statements.

1995

$ 11
90,262
1402
91,675
316,899

408,574

21,765

12,083
10,500
2,723
9,492

4,565
1,963
4,235

2,030

47,591
$477.930



CONSOLIDATED STATEMENTS OF REVENUES, EXPENSES AND
PATRONAGE CAPITAL




CONSOLIDATED STATEMENTS OF CASH

For the Years Ended December 31
1996 1995
(In Thousands)

OPERATING ACTIVITIES:
T R M e A R S . e R $§ 2,019 $§ 3110
Adjustments to reconcile net margin to net cash provided by
operating activities-

Depreciation and amortization . . ... ... ... o oL 21,970 22,068
R e B R R e T R CT PR I 1,727 762

Changes in current operating elements:
Accounts receivable . ... ... ... e (2,503) 1,324
2T (N RIS Ut PR S AT S LN (4,169) (6,123)
FURPOAS BRPERADE - .« s xv s & 3 0 s wtlh 5m e (b hd 6 Fhmie 55 4 227 {73)
Aecounts pRYaIE. . L.\ o s e e e s e b 2 ; (1,558) 4,152
CEINET CRPENBEE . . o 5 v piebs bi st ana i v A e e v T e _(2,639) (733)
Net cash provided by operating activities ... ... .. ...... ... 15,074 :_2_49_!_31

INVESTING ACTIVITIES:

SRS BN MACHRMNETT J o 7% i 3 hom 8 6, Bl B8 6 0 5 R Sl & 4 (18,266) (15,957)

Purchase of investments . ... ... ... i (17,429) (11,690)

R  N  ORPE NPT S . 22,202 16,880

Advances to nuclear decommissioning trust. . ... ... (5.578) 6,077)

Proceeds from sale of planc. ... .. ... oo o 3,670

Additions to deferred chatges . .. . . .ociii i iaia s e {17,371) -
Net cash used in investing activities . .. ... ..o, (32,772) __(16,844)

FINANCING ACTIVITIES:

Short-term borrowings, Net. . .. ... oo 5,500 6,650
Borrowings under long-term obligations . . ... ... ... ... .. 34,372 5,000
Repayments of long-term obligations ... ....... ... .. 5 Kt ¢ Y (16,988) (16.908)
Retirement of capital credits . . ... ... ... ... o oo (5,097) (322)
Funds refunded under cost sharing agreement, net. . .. ... ..., .. - (1,900)
Advances to Member COOPRIMTIVES , .« <« tous s v v v o 4ot sdiiin by snsinn __(1,067) (381)

Net cash provided by (used in) financing activities, . . . ... .. ___ 16,720 (7,861)

Net decrease in cash and cash equivalenes ... ... ... ... (978) 218)

CASH AND CASH EQUIVALENTS:

IRBARTUINNG OF TORE -« 52 & ». ¢ 5 S5 % & 5ot 5909520 %3 o 60 805 ok 5 9 : 2.093 2311
T B R RN AR SN (TS ST R ST PR 1, LRI 3. 1,115 $ 2,093

SUPPLEMENTAL CASH FLOW INFORMATION:
Cashi paid for interest. net of amounts capitalized ... ... ... .. .. $ 24312 § 20,583

The accompanying notes are an integral part of these consolidated financial statements,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES!

Cvganization and Business

Dairyland Power Cooperative (the Cooperative) is an electnic genera-
tion and transmussion cooperative association organized under the
laws of Wisconsin and Minnesota. The Cooperative, whose principal
offices are located in Wisconsin, provides wholesale eleceric service o
Class A members engaged in the retail sale ot electricity to member
consumers located in Wisconsin, Minnesota, lowa, llinows and
Michigan and provides electric and other services 1o Class C, D and E
members.

The accounting records of the Cooperative are maintained in
accordance with the uniform system of accounts prescribed by the
Federal Energy Regulatory Commission as adopred by the Rural
Usiities Service (RUS), the Cooperauve’s principal regulatory agency.

Eftective January 1, 1996, the Cooperative entered into an inte-
grated generation alliance agreement with Cooperative Power (CP)
This agreement integrates the power generation capabilities of the
Cooperative and CP, leading to increased efficiency of both entities’
power generation systems and reduced operational costs.

Duting 1995, the Cooperative, along with 12 other utilities,
invested 1n the Mescalero Project (the Project) for the purpose of
establishing a site to store spent nuclear fuel. During 1996, the
Coaperative abandoned the Project, wrote oft its investment of
$365,000, and invested, along with the same 12 other utilities,
$407.000 in Private Fuel Storage LLC for the same purpose.

Principles of Consolidation

The consolidated financial statements include the accounts of the
Cooperative and its wholly owned subsidiaries, Curtis Telecommuni-
cations. Inc. and Genoa FuelTech, Inc. All intercompany balances
and transactions have been eliminated in consolidation.

Income Taxes

The Cooperative is generally exempr from federal and state income
axes and, accordingly, no provision for such taxes is recorded in the
consolidated financial statements.

Property Additions

The cost of renewals and betterments of units of property (as distin-
guished fram minor items of property) is charged to electric plant
accounts, The cost of units of property retired, sold or otherwise dis-
posed of, plus removal costs, less salvage, 1s charged o accumulated
depreciation. No profit or loss is recognized in connection with ordi-
nary retirements of property units, Maintenance and repair costs and
replacement and renewal of minor items of property are charged to
operating expenses,

Depreciation

Depreciation is provided based on the siraight-line method at raves
which are designed to amortize the original cost of properties over
their estimated usetul lives and includes a provision for the cost of
removing and decommissioning the properties. The provision for
depreciation averaged 3.9% of depreciable plant balances in 1996 and
1995,

Allewance for Funds Used During Coustruction
Allowance for funds used durning construction represents the cost of

external and internal funds used for construction purposes and is capi-

talized as a component of electric plant. The amount of such
allowance iy included in interest and other deductions; approximated
$674,000 in 1996 and $299.000 in 1995; and is determined by
applying a rate (6.5% in 1996 and 5% in 1995) to certain electric
plant additions under construction.

Cash and Cash Equivalents
Cash equivalents include all highly hiquid investments wirh original
maturities of three months or less. Cash and cash equivaients consist

primarily of commercial paper, stated at market, which approximates
cost. The Cooperative classifies certain cash and cash equivalents as
investments when they relate to trust tunds held for long-term pur-
poses (see Note 2).

Investments

Invesiments in marketable debt and equity securities are classified
as held-to-maturity-securities purchased with positive intent and abili-
ty to hold to maturity; trading-securities bought with the intention of
selling in the near rerm to generate a profit; or availuble-for-sale-secu-
rities not classified as rading or held-to-matanity. Securities classified
as held-to-maturity are reported at amortized cost; securities classified
as trading are reported at fair value, with unrealized gains and losses
included in nonoperating marging and securities clasified as available-
for-sale are reported at fair value, with unrealized gains and losses
excluded from margins and reported as a separate component ot
member and patron equities.

At December 31, 1996 and 1995, all marketable equity and debr
securities have been cacegorized as available-for-sale and, as a result, are
stated at fair value. Unrealized holding gains and losses are included as
a component of member and patron equities unil realized.

Regulatory Asiets

I'he Cooperative’s accounting policies and the accompanying con-
solidared financial statements contonn to generally accepred account-
ing principles applicable to electric cooperatives in accordance with
Staternent of Financial Accounring Standards (SFAS) No. 71,
“Accounting for Certain Types of Regulation.” In the evenr that a
portion of the Cooperative’s operations is no longer subject o the
provisions of SFAS No. 71 as a result of the effects of competition,
the Cooperative could be required to determine any impairment o
assets and write down the assets o their fair value.

SFAS No. 121, "Accounting tor the Impairment of Long-Lived
Assets and for Lang-Lived Assets to Be Disposed OF" which became
effecrive tor 1996, establishes accounting standards for the recogni-
tion of impairment of long-lived assets. SFAS No. 121 also requires
that regulatory assets which are no longer probable of recovery
chrough furure revenues be charged 1o carnings. Inital adoption of
the provisions of SFAS No. 121 did not have 4 material effect on the
Cooperative’s financial position or resules of operations.

During 1996, the Cooperative entered into a settlement agree-
ment with one of its coal suppliers to buy our the remainder of its
contract by making a lump-sum payment in December 1996 to tulfill
this obligation. In May 1996, the Cooperative also sold a nonoperat-
ing coal-fired electric generating plant to an unrelated chird party.
The gain recagnized from the sale ot the plant and the amount of the
coal contrace settlements have been deferred and are being recovered
in service rates over three years.

In 1996, the Cooperative’s board of directors authorized a plan
whereby all regulatory assets or liabilities reflecred as deferred charges
or credlits would be accumulated and recovered in service rates over a
period no longer than three vears, Accordingly, previously deferred
charges consisting primarily of coal contracr settlements, debr repric-
ing penalties and early retirement costs toraling $24,764 were recog-
nized as extraordinary expense, Deferred credies consisting primarily
of advanced transmission payments and the gain from the sale of
plant totaling $24,764 were recognized as extraordinary income.
Remaining deferred charges of $7,879 are being amortized to expense
with appropriate recogmition in service revenues over the next three
years. The net impact of the extraordinary items had no impact on
the statement of revenues, expenses and patronage capital and, there-
tore, are not shawn on this statement.

Revenue Recagmition
Revenue from electric energy deliveries 15 recognized when such elec-
tric energy is delivered.
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Use of Estimates

The preparation of financial statements in conformiry with gener-
ally accepred accounting principles requires management to make esti-
mates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reporied
amounts of revenues and capenses during the reporting period.
Actual results could ditfer from those estimares.

New Avcounting Proviouncement

Etfective January 1, 1997, the Cooperative will adopt the provi-
sions of Statement of Position (SOP) 96-1, “Environmental
Remediavon Liabilives.” This statement provides authoritative guid-
ance for the recognition. measurement, display and disclosure tf:nviv
ronmental remediation Habilities in financial statements. Adoption of
these provisions s not expected to have a material impact on the
Cooperative’s financial position or results of operations,

NOTE 2. MARKETABLE SECURITIES!
Investments classified as available-for-sale, including the nuclear

decommissioning crust, at Diecember 31 include the following (in
thousands):

T e e e e, A

| 9496 1995
Fase Fair
Value Cost Value Cost
Cash and cash equivalents . . § 6,082 § 5.686 $ 4173 § 3,690
US. government securities. . 48,222 48,327 72,924 71,808
Corporate bonds , ........ 24983 25,148 9,341 9,236
Common stack |, .. 17,739 13,09 11,781 9,549
$97.026 $92,257 98,219  $94,283

Since the Cooperative intends o adjust rates in the future 1o
reflect changes in the market value of investments held in its nuclear
decommissioning wust, nnrealized gains of $4,622,000 and
$2,534,000 at December 31, 1996 and 1995, respecrively, on these
investments are included in deferred credits.

The contracrual maturities of markerable debt secunities, which
include U.S. government securities and corporare bonds, at December
31, 1996, were as tollows (in thousands):

Fair
Vilue Cost
Due within one vear ... ... ... .. .. $ 12,823 $ 12845
Due after one year through five years . 34,071 34,132
Due after five vears through ten vears. . 15,829 16,037
Due afver ten vears . ' . 10.482 10,461
$ 73,205 $ 73475

Gross unrealized gains and losses at December 31 (excluding
investments in the nuclear decommissioning trust) were as follows
(in thousands):

199G 1995
Unreslived gaine . ., . coooiveivnicinn e 8 485 $ 1480
Unrealized losses . .. ... ... . ... Lol (337) (78)
L B iy ol (e e ¢ o b $ 148 5 1,402

Unrealized gains and losses during 1996 and 1995 were as follows
(in thousands):

1996 1995
Nev unrealized gain (oss) ar begianing of year .. § 1,402 $ (13
Net unresl red gain (loss) during year .. (1,254) 3415
Net unrealized gain acend of vear ... ... § 148 $ 1,402

R —————— ——

Information regarding the sale of marketable securities classified as
avatlable-for-sale for the years ended December 31 is as follows (in
thousands):

1996 1995
Proceeds trom sale of securicies
(substantially all of which have been reinvested) $22.202 $16.8580
Realized gains ... ..., .. LT e 489 442
Realized lowses .. ... ... . .. .. ... .. ... 345 8

For the purposes of determining gross unrealized gains and losses,
the cost of securities sold is based upon specific identfication.

NCOTE 3. LINES OF CREDIT!

To provide interim financing, the Cooperative has arranged lines
of credit aggregating $35 million, principally through the National
Rural Utilities Cooperative Finance Corporation (NRUCFC) at a tate
no greater than prime plus 1%. Borrowings outstanding were $16
million ar December 31, 1996 and $10.5 million ac December 31,
1995, Average borrowings outstanding were $12 million in 1996 and
$6.0 million in 1995, Compensating balance tequirements and fees
relating to the lines of credit were not significant in 1996 ar 1995,

The Coaperative also allows member cooperatives to prepay their
power bills and pays interest on these prepavments based on current
shore-term borrowing rates. Interest expense on member cooperative
advarices ($385,000 in 1996 and $459,000 in 1995) has been includ-
ed in interest expense.

NOTE 4. LONG-TERM OBLIGATIONS!

Long-term obligations at December 31 consisted of the following (in
thousands):

1996 1995
Federal Financing Bank obligations, 6.0% 10 9.9%. . $207.858 $205,692
RUS obligatons, 2% . ... ... ..., ..., 3720 36,753
RUS abligations, 5% . .. 26,057 27,624

NRUCEC obligations, 6.4% ..., ... .. ... 2.046 2,694
NRUCFC intermediate loan, 6.4% ..., ... .. 3304 10,704
Clity of Alma, Wisconsin, Pollution Control Bonds:

Fixed rave; 5.9% .\ conveivierian s PN K. 45 8.620

Adjustable rate, 4.0% ar December 31, 1996 13,900 13,900
City of La Crosse, Wisconsin, Industrial Developrient

Revenae Bonds, adiastable rate, 4.0% at

December 31, 1996 . S Bt i 4,160 4,160
Oxher, rates ranging from 4% to 8%, due in

installments through 2025 18,576 18,835
346,366 328,982

Less Current maturities (12,178) (12,08%)
Total long-term obliganions . . $334,188 $316,899

Quarterly principal and interest payments on the long-term oblig-
ations to the Federal Financing Bank (FFB) extend through 2021,
Long-term obligations to the RUS are payable in equal quarterly prin-
cipal and interest installmenes through 2016, Principal and interest
payments on the NRUCFC obligarions are payable quarterly through
2001, Tke fised rate Pollution Control Bonds are pavable in increas-
ing annual amounts through 2008,

The adjustal.le-rate Pollution Control Bonds and Industrial
Development Revenue Bonds mature in 2015 unless previously called
for redemption. Bank letters of credit aggregating $20 million, which
expire in February 1997, have been issued on behalt of the
Cooperative o the rrustee to provide funds for payment of principal
of any such bonds redeemed or repurchased prior 1o thar date.
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NOTE B, PENSION PLAN AND POSTRETIREMENT BENEFITS
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