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W. W, Rond, President - Pearl River *R. D. Murrow, Sr

Valley Electric Power Assn Southern Pine Electric Power Assn
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PRESIDENT'S MESSAGE
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GENERAL MANAGER'S REPORT
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Changes brought about by e acquisition
of a ten per cent interest in the Grand Gulf Nuclear Plant during 1980 affect most all facets
of the Association's organization and aciivities. Loan commitments more than doubled; the
number of member cooperatives increased from seven to eleven; the nuwuver of consumers
served by member cooperatives increased from 175,951 to 218,671 the electrical load con
tracted to be served directly from the Association's generating plants increased from 317
MW to 607 MW (1980 loads); the Association’s responsibility for direct power supply went
into 31 counties not previously supplied; deliverv points to be metered by the Association
increased from 69 to 133; and the board of dir.ctors increased from 14 members to 22

mcmbcrs

South Mississippi Electric Power
Association, wllh !'IL‘SU addmnns. has ‘:‘t‘cwm(‘ a major source of L'lm tric power ftor the z1ta
zens of Mississippi. All the generating capacity owned by the Association is now being
fully utilized and attention is now being given to the development of additional gener

ating resources.

Load Growth

Load growth, as measured by kilowatt hour
KWH) sales to members, has been very sporadic over the last decade. Extremely hot
weather during the summer months of 1980 cvercame the effect of high costs and
conservation efforts to result in a net load growth of 8.28 per cent for the year. This
brings the compound rate of load growth from 1972 through 1980 to 6.95 per cent.
Act.al percentage load growth as a function of KWH sales for those years is shown below:
These figures represent growth of the member cooperatives over the load of the same coop
eratives for the previous year and do not include the effect of adding new cooperative

members.
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Grand Gulf Nuclear Plant

Mississippi Power & Light Company
announced the construction of the Grand Gulf Nucl ar Plant by press release on January 22,

1972. Immediately thereafter, this Association expressed an interest in purchasing a portion
of that plant. Although conversations were carried on with representatives of MP&I through

the years, serious negotiations actually began on September 22, 1975. These negotiations

culminated in the writing and signing of six separate contracts as follows

Interconnection Agreement between Mississippi Power & | ight ( ompany
and South Missis- 'ppi Electric Power Association, dated july 18, 1979
Coordination Agreement between Mississippi Power & Light Company
and South Mississippi Electric Power Association, dated July 18, 1979
Grand Gulf Nuclear Stat Joint Construction, Acquisition and
Ownership Agreement between Middle South Energy, Inc. and South
Mississippi Electric Power Association, dated May 1, 1980

Income Tax Indemnification Agreement between Middle South Energy,

and South Mississippi Electric Power Association, dated May 1, 1980

Inc
Grand Gulf Nuclear Station ( )perating Agreement between Middle

South Mississippi Electric Power Association,

Grand Gult Nuclear Station Substitute Power Agreement between

Mississippi Power & 1 ight ( ompany Middle South Energy, Inc. and

South Mississippi Electric Power Association, dated May 1, 1980

rating agreements,

tax indemnification agreement ane si'bstitute ! ment ¢ appr
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An additional consideration of the purchase
involved the transfer of all the Electric Power Association load served by MP&L Co. to this

Association. The agreement calls for the transfer to take place on the following schedule:

June 1, 1930 140 MW
June 1, 1981 100 MW
June 1, 1982 Balance (approximately 50 MW)

This load assumption by the Association will
have absorbed all the Association’s surplus generating capacity with the June 1, 1981 transfer,
and the Aseociation will be in slight deficit position until Unit 1 of Grand Gulf comes or
line, now estimated to occur in late 1982. (This deficit will be covered by short-term

p‘JT\ hdS('S ot power from (!(h(‘{ Ullll[l(’!\

Fuel and Power Purchases

The Association received the first train load of washed coal from the new
coal preparation plant on March 11, 1980

The cost of coal at the mine increased from $24.97 per ton to $30.49 per
ton during the year

The unit train freight rate increased from $11.51 per ton to $13.28 per
ton

Raw coal mined on the property owned by the Association in Kentucky
came to 1,327.414 tons d\mng the year

Banks & Associates, transportation consultants of Washington, D. C.,

were retained to make an in-depth study of the propriety and fairness

of the unit train freight rate.

A report, dated July 16, 1980, from Banks & Associates indicated that

the freight rate being charged the Association was higher than it

should be under current regulations of the Interstate Commerce
Commission

The Staggers Rail Act of 1980, which deregulates the nation’s railroads,
was passed and went inco effect on October 1

The Association carried on extended negotiations with Sandy Fork Mining
Company to compensate Sandy Fork for the “rejection factor™ caused by
!}:C pldung in \vP(‘YdY.ltrn ot the « u.al }‘H:Pdruth\h pl.)ll!, -rhcst' h(g\\hdlx(‘vl’\s
resulted in approval by the board of directors on November 19 of $30.00
per ton for clean coal, effective April 1, 1999, A method of escalating the
allowance for the rejection factor has not been agreed upon as yet.

The gas contract with United Gas Pipeline was amended April 15 to pro
vide for a new (and higher) rate based upon the price of No. 6 oil.

The first purchase of emergency energy from Big Rivers [ lectric Corpora
tion in Kentucky was consummated on May 17. This resulted from
months of negotiations with TVA on the part of Big Rivers and MP&L
Company on the part of this Association to deliver power from Big
Rivers through the systems of TVA and MP&L Company to serve this

Association’s load
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Finances

Advances received from the Federal Financing Bank (FFB) during the
year totaled $92,605,000 at an average rate of 13.645%.

FFB notes maturing and “rolled over” totaled $85,104,000. The
average interest rate on these notes increased from 8.476% before
extensions to 11.241% after the extensions.

Total FFB advances through 1980 amount to $225,259,000 at an
average interest rate of 11.744%. At the year’s end, all these advances
were either two or three year notes

The Association received a loan guarantee from REA in the amount
of $400,000,000 for use toward the purchase of a 10% undivided
interest in the Grand Gulf Nuclear Plant. As of the end of the year,
$89,210,000 had been advanced under this lcan guarantee.

The Association continued to maintain an open line of credit with

CFC and increased the amount from $12,000,000 to $25,000,000

The Association allocated capital credits for 1979 to its members in
the total amount of $3,413,822. Refund of these capital credits was
not made because of the Association’s failure to meet requirements of
REA as prerequisites for such refunds.

The Association applied for a loan trom the New Orleans Bank for
Cooperatives in the amount of $60,000,000, but, at year’s end, this
loan had not been approved

“ Planring
Ri g ]

Dames & Moore continued work on the site selection study and the fuel
study. At year's end, these studies were drawii g to a close, but reports
had not been received on either of them

A report was received from Buford Goft & Associates recommending
changes in the radio communications system of the Association
Planning and environmental work continued during the year on the
proposed interconnection with Alabama Electric Cooperative. Public
hearings were held both in Alabama and Mississippi on the propose.

routing of the line, and the Association submitted an environmental

veport to REA

Organization

A staft attorney was employ ed for the first time (f’nzr:g 1980

B A second double-wide trailer, known as Annex II, was purchased and
placed into position at the rear of the headquartors building

Wage adjustments of 3.38% and 4.0% were made in May and November
respectively. (The 4.0% increase was not received by employees in the
bargaining unit represented by the IBEW.

A new Harris general purpose computer was purchased and delivered
during the year. This computer will be placed in service during 1981

and will be used for accounting, engineering, materials management

‘ : '
other general purpose and technical uses and as a supplement to the
.
- ) )
control computer in the control center

The number of the tnlplu\u'\ of the Associaton increased from 203

to 215 during the year
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BALANCE SHEET

Assets (Note 2) December 31,1979 and 1980

Utility Plant
i ric Pl

Current Assets

Deferred Charges (Notes 8 and 10




Liabilities anJ. Other Credits Not

Equities and Margins
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REVENUE & PATRONAGE CAPITAL
A e N o B . . e e i S e o i a1 i By

For the Year Ended December 31 1979
Operating Revenue and Patronage ( .:pll.a]

i e "',} .“\\
Leased Pr

Operating Deductions

Net Operating Margins
Non Operating Margins

Net Patronage (Jpn,'| or Margins
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CHANGES IN FINANCIAL POSITICN

For the Year Ended December 31

Funds Were Provided By

Net Margins (Loss;
Add: Expenses not Requiring an Outlay
Of Working Capital in Current Period:

Depreciation, Depletion and Amortization
Additions To Insurance Loss Deductible

Reserve, $60,000, less Losses
Charged Thereto (Net)

NRUCFC and Other Capital Credits (Non Cash)

Increase in Long Term Debt - REA Advances
Increase in Long Term Debt - REA - Other
(Note 8)

Increase in Long Texm Debt - Other Advances -

FFB

Gross Proceeds from Pollution Control
Revenue Bond Issues

Increase in Long Term Debt - Other - >andy
Fork Train Loading Facility, Kentucky
Salvage Credits, Less Retirement Costs
Increase in Membership Fees

Decrease in Deferred Credits

Decreasc in Special Deposits - Kentucky
Utilities (Note 4)

Funds Were Used For

Extension and Replacement of F.ant
Transmission Facilities Acquired from
Distribution Cooperative (Note 8)
Payments on Lorg Term Debt - REA
Payments on Long Term Debt - REA - Other
Payments on Long Term Debt - Other
Payment of Capital Credits

Increase in Investments - Associated
Organizations

Increase in Other Investments (Decrease)
Increase in Special Deposits - Other
Increase in Deferred Charges

Increase in Working Capital

1979

$ 3413822

7,545,871

59,489
(6.584)
431,000
167,866
16,716.000

0.

$10.314,595

167,866
1,534,728
14,144
577,567
2,439,937

474,525
912,167
4513
60,354
11,872,466

de

The accompanying notes are an integral part of this statement

1980

5.1

03414
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Net Changes in Working Capital 1979 1980
Increase (Decrease) in Current Assets
Cash - General Funds and Loun Funds $ 313,653 $ '15,879)
Unadvanced Funds - Pollution Control
Revenue ®ond Proceeds (1,839,936) 151,351
Accounts Receivable - Consumers 2,524,056 3655411
Accounts Receivable - Other 375,402 584 574
M.aterial, Supplies and Fuel Oil 7,524,040 4,155,168
Prepayments and Other Currents Assets {88912 57.081
§ 8.803.303 § 7018558
Increase (Decrease) in Current Liabilities
Notes Payable - CFC & 2,805,761) $ 2.840.761
Accounts Payable - Genera! and Retainage [ 266,767) 2,915,254
Accrued Taxes ( 6,139) 21,441
Accrued Interest (52,370) 747 838
Other Current and Accrued Liabilities 66,865 67,093
8 3.064,163) $ 6592387
Net Increase in Working Capital S11872.466 26,17

The accompanying notes are an integral part of this statement.




S of More Significant

Amzu Policies

(a) The accounting records of South
Mississippi Electric Power
Association (SMEPA, South Missis-
sippl or Association) conform to the
Uniform System of Accounts pre-
siribed by the Federal Energy
Regulatory Commission for Class A
and B electric utilities modified for
electric borrowers of the Rursl
Electrification Administration.

(L) Perpetual inventory records are main-
tained for meterials and supplies. The
various inventory items, (ncluding
fuel supplies are priced at average
cost. Transfers of materials and sujp-
plies to construction and operating
costs are “ccorded monthly,

(¢) The portion of long term debt due in
one year is not reflected as a current
Hability in the balance sheet,

Of total long terrr debt of
$367.659 209 shown as Hutstanding
at December 51, 1980, following are
principal amounts budgeted to be
paid as principal reductions during
the calendar year encing December
21,1981

(d}y A portion of interest on borrowed
funds for construction, less income
from invested construction funds, is
capitalized as a component of the
ec=, of construction of utility plant
until such construction is placed in
service and is reflect” ' as a reduction
of interest expense, Rates used for
capitalization are equivalent to actual
rates paid. If SMEPA had not -api-
taiized such interest, net patronage
capital or margins would have been
reduced by $1.122.860 and
$1. 677,088 for the years 1979 and
1980, respectively.

(e) Revenue from energy sold to
Mississippi Power Company and
Mississippi Power and Light Com-
pany is offset in the accounts against
cost of energy purchased from out-
side suppliers.

NOTES TO FINANCIAL STATEMENTS
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(2)

(3)

Assets Pledged

Substantially all assets are pledged as
security for long term debt.

Electric Plant, Depreciation and

Following are the m jor classes of utility
plant as of December 31, 1679 and 1980

(a) Consists, primarily, of pre-operating
expense allocated to this account in
1972,

(b) Includes §631 238 at December 31,
1979 associated with construction of
R. D, Morrow, Sr. Generating Plant

at Purvis,
(c) SMEPA and Middle South Energy,
Inc. (MSE), a subsidiary of

Mid-Scuth Utilities entered into a
joint construction, acquisition and
ownership agreement on or about
May 1, 1980, whereby SMEPA and
MSE . ,read to construct the Grand
Gulf Nuclear Station (GGNS) in
Claiborne Couaty, Mississippi. When
complete, SMEPA will own an undi-
vided 10% interest in GGNS, MSE's
undivided interest upon completior
will be 80 %.

GGNS includes all land and rights,
units numbers | and 2 and all reac-
tors, generators including buildings
housing said equipment, inventories
of materials, supplies, fuel, nuclear
fuel and any and all other property
for use in connection therewith in-
cluding additional land, facilities
and other properties as may be
acquired, constructed, replaced and
instalied provided . .ch facilities are
for the common use of MSE and
SMEPA. At December 31, 1980
SMEPA’'s accumulated costs in such
property shown here as ‘‘Construc-
tion Work in Progiess” totalled
$89 193667, Anticipated total con-
struction ¢ sts by SMEPA are esti-
mated to be approximately
$400000 000 upon completion,

Depreciation is computed monthly on
siraight line con.posite rates for GT Plant
accounts as follows:

Anncel

[

e

) 1%

No depreciation has been taken in the
current or prior years on Land and Land
Rights.

General Plant assets are also depreciated
monthly, on yearly straight line composite
rates sz follows:

- Tt 4 v

(4)

Depletion of cost of Kentucky coal
reserves is computed on a “‘tonnage sold”
biusis calculated to fully amortize such
costs when estimated coal reserves have
been recovered. This property is presently
leased to an independent coal producing
company for a royalty based on selling
price per ‘on.

Special Deposit

SMEPA advanced to Kentucky "tilities
Company $372.243 in 1979 to cover the
estimated cost to Kentucky Utiities of
constructing facilities necessarv to supply
electric service to SMEPA’s coal prepara-
tion facility in Kentucky, Kentucky
Utilities is applying this deposit toward
electrical services furnished SMEPA at the
rate of 10% of its electrical bill per year
effective January 1,1980. Electric energy
furnished SMEFA is being billed at
Kentucky Utilities’ regular rate for like
consumers except that total charges per
calendar year may not be less than
$163.500. The maximum period for
which SMEPA recuives credits against this
aeposit for energy used is five (5) years,
after which time any remaining unused
deposit wiil be forfeited. Kentucky
Utilities applied §35 620 toward elocirical
service billed while SMEPA expensed
$74.44% (20% of deposit) in 1980,
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1980 OPERATING EXPENSES

Chart A
e A & G Expense
— I'ransmission Expense ! nills
Other Power Supply { ills
v (ther Prod. Expense ¢ 1 mills
mills

mils

Chart B

Contract Maintenance mills
« Other £1 mills

Interest l mills

Depreciation 23 mills

Payroll, Benefits & Taxes mills
Purchased Power )
- Fuel

These twe

expense




Chart "'C’
A& G Expense 13 mills
— Transmission Expense 70 mills
e (It Y POWer Supply mills
Other Prod. Fxpense b mila
- Fuel 13.69% mills
821 mills

Chart "D
Contract Maintenanc 1 mills KWH
Other 10 mills/ KWH
Interest 00 mills/ KWH
Depreciation 2.56 mills/ KWH
Payroll, Benefits & Taxes i mills/ KWH
Pur~hased Power 2 mills/ KWH
prum—— T 3.69 mills/ KWH
mus/ KWH

* o

£
- ©
E O IR

sctual 1980 expens=s of tl neration and transmizsior

Borde !lHl( lransactions Chart C shows these

ker down by m : our atege s. Chart D shows the samce expenscs

differently in order to ! he types ol expenses




ELEMENTS OF COST
e e T e i e b e e S S A et W mal e S it

SMEPA's Own Generation & Transmission System

Borderline Svstem

T'otal System




COMPARATIVE SUMMARY

ENERGY SOURCES - MWH 1975 1976 1977 1978

Generated

Steam B .5 b 1 ,228,110
Other Generation 50 ‘ 20.11 23930

040

090 5 270A 78.150
927A 75,416

197 153.56A

932A 1,156,683

2.600.576

254,046
316,449

2.243 868

SYSTEM DEMAND--KW ¥ 5,817 73,25 520,432 619,162




COMPARATIVE OPERATING REPORT

T N BRSNS TSSO M MU o A € SN i . B i . S et €3S ~ S AR S USRS s PSSR AR EEARSACINE ZASTRs
REVENUI 1975 1976 1977 1978 1979

Sales of Energy $36,581,399 $46,195,188 57.399, $70.655 $95.938.935
Other 140,631 172,778 272 289 1,111,895

Total Revenue , 722,030 46,367,966 57.671 70.945 97.050.850

EXPENSE

Operation Expense
Production-Fuel Cost
Other Production Expenses ‘ 3 201,62 1,587,006
Purchased Power 23, 492, 4, 7 ; 37,582.696
Transmission 207, 77 487, 451,314
Consumer Accounts ), X A 13.160

Administrative & General £ 47 175,735 1,611,81¢

Total Operation Expense 39, 3,9 5( 42, 6 52.8 56, 308 68

Maintenance Expense
Production

Transmissior

.
General Pla

‘]H",al Maintenance [\}M‘H\k‘ 1172 561,286 . ¢ 286.29

Depreciation 1,371,296 . 4,224 653

Taxes 4,433 96, 161,134

Interest Expense (Net y 090 67 34 7.362.657 16.495.¢

Tw!all\,nri,\f. 93.974 ;

NET OPERATING MARGINS 5,85 20 1

, 152,095

NON-OPERATING MARGINS 138.308 337

NET MARGINS (Loss 2 ) $ 1,290,404 § 3,413




Loan Commitments

$688 523,000

sIE[IOC] JO SUOyNW

o Actual Advar ces Against Loans

Rural Electrification Act
Amended May 11 1973

Outstarding Losa
Commitments by F.F.B,
Loans guaranteed by x.E A,

F.F.B, Loans (12-3180)
Guaranteed by R E A,
\. Average interest asof 12-3140
N10.74%

\. Pollution Control Bonds
\, Average Interest Rate -6 .2%

Loans from Others -5.7%

N
N\ R.E.A. Insured Loans - 5 %

\ R.E.A. Direct Loans -2 %



MANAGER MANAGER Of : 2RO MANAGER OF

i

PRODUCTIOINN T'RANSMISSION & At { PPORT SERVICES

PRODUCTION | TRANSMISSION SUPPORT SERVICES

DEPARTMENT DEPARTMENT DE Al

LTMENT

122 employces 48 employec ) employ S 18

| Manager
1 Dir. of Fuels

2 e 1
35 rlant Moselle

85 Plant Morrow




ORGANIZATION

MEMBER SYSTEMS

BOARD OF DIRECTORS

: ASST. TO THE
GEMEFNAL MANAGEK ’ GENERAL MANAGER

MANAGER OF MANAGER OF MANAGER OF STAFT
LAND ENGINEERING ENVIRONMENTALI ATTORNEY
AFFAIRS

LAND DEPARTMENT ENGINEERING ENVIROMENTAL AFF. | STAFF ATTORNEY
DEPARTMENT DEPARTMENT

12 eniployees 1 employe I employee

1 Manager Manager

4 Engineers

3 Draftsmen

1 Construc:ion Supervisor

1 Work Order & Billing Clerk

2 »0p Students

215k m;*iu‘.u- I
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SERAVICE AREA
T AR I N B s SRR SO M S ATND | RN 1 < S ek SRR NS SR TSN EERANT | B TN R SIS A
Coahoma Electric Power Assn
2 Delta Electric Power Assn
Twin County Electric Power Assn
4. Yazoo Valley Electric Power Assn
5. Southwest Miss. Electric Power Assn
6. Southern Pine Electric Power Assn
Magnoiia Electric Power Assn
8. Pearl River Valley Electric Power Assn
8. Dixie Electric Power Assn
Singing River Electric Power Assn
11 Coast Electric Power Assn
- Transmission System
_ I "‘! Rpspl:n}lk)lll"‘
" ll[i‘s‘strnl ['H‘d
* . .
-~
'
4
-
¢
e 7 M “




SOUTH MISSISSIPP1
ELECTRIC POWER ASSOCIATION




