mllegheny tlectric Cooperative; JdJic

Annual Report







“gallegheny Electric Cooperdative, dfc.

<M

- ‘Annual Report 7
1992 /.

"
]




r mm 3‘2. 5 prra'm ot .:'Wt'

Aﬂk““"ﬂ "\

"‘!‘\ \,




"

Table of Contents

Message From The President
and Chairman

Transmission Projects

Bulk Power Sales

Load Management

Raystown Hydroelectri
Project

Power Authority of The
State of New York.

Susquehanna Steam
Electric Station

Allegheny Board
of Directors

Allegheny Management
Team

Financials

+ s : EESH







w

A Message From The Chairman
And President

During 1992 Allegheny continued and \"\;ulnd:'d is ¢i-
farts 1o assist its members in iugmentume existing bus-
nesses and attracting new mdustnes. Aggressive efforts by
Allegheny and its member cooperatives over the past few
years have resulted n the oreatton of seven economic devel-
aprent projects m hve ditferemnt COOperatve termtones
Eaghit others are i varion stages of deve !*.‘r”l‘,l”
ceonaimic development 1s a natural extension
of our commtment to the communsties and residents we
serve, These development activities not only help provide
job opportumities, they also stabilize the economic base of
rural Pennsyivan and New Jersey and benefie all rural res)

aent

Our primary task m mamtaiming and i proving the oli-

mate for busmess and mdustry m our region's rural areas s
¥ .ih

the delivery of rehable electric power at reasonable rates
Enerpy part ularlv electriaty s the hiteblood of

modern cconomic activity

We bave devised and implemented a strategy simed Spu-
oifically at holding the hine on rates and 1 am pleased to re-
port Allegheny Electric ( ooperative, Inc. 15 entering its
sixth strayght year of rate stabality. The rate stability period
of 19871992 followed mne vears when rates chimbed at an
average of 11.3 percent per year, This rate stability was
hard-carned, comng amud sigmficant pressures which
could have drniven rates much higher

The chalienge Allegheny faced in 1987 and n the follow-
ing years was how to control rates armmd expense burdens.
These burdens ncluded construction risk from commit-

ments to our load management and Raystown Hydroelee-

tric prajects, Susquehanna Steam Electric Station (SSES)

capacity entering our rate base and continuing htigation
over dechning power allocations from the Power Authority
of the State of New York (PASNY). In addition, Allegheny
expected substantial increases in purchased power costs

from private power companies

In 1987, Allegheny had only twao-thirds of its SSES ca-
pacity == 140 out of 210 megawarts — rolled into its rate
base. The rest of the capacity was added in increments each
vear through 1991

Also, during these years, the Raystown Hydroelectric
Project was under construction and Allegheny faced both
construction cost overrun and operating risks once the proj-
ect came on line. Also, htigation over low-cost PASNY
power allocarions continued and the possibility that we
might lose additional capacity from that very affordable
source of power r¢ mained

Allegheny absorbed some sigmficant private power
company whaolesale vate increases during the period. For
example, Met-Ed's wholesale rate mcreased 42 percent dur-
ing the pertod and West Penn's increased 33 percemt

Despite those and other rate-driving forces, Allegheny
his held rates steady. During the six<year peniod from 1987
through Allegheny . budgeted rate for 1993, the average
net billed power cost for member cooperatives has in-
creased only 1.1 percent per vear as compared to the 11.3
pervent per year increase for the period from « 978 through
1987

This 1s a dramatic improvement — all six years” in-
creases combined Lre only one-half as much s chat experi-
enced in just one of the previous nine years

In 1993, Allegheny's net billed rate il be 61.24 mills
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conomic development. Everyone from President Bill Clinton to local township

supervisors and Chambers of Commerce say new jobs, plus growing business

mnd industry, are vital to our frture. While everyone agrees on the importance
of an expanding job base, few organizations are positioned to assist in making those goals a
reality. But the nation’s rural electric cooperatives are.

I'he veasons are simple. Electric cooperatives are an integral part of the communities they
servre. They are, i fact, owned by the members of those communities, not by absentee stock-
holders unaware of local needs. In addition, electric co-ops build and maintain one of the more
complex and important components of local infrastructures: the electric lines which provid
ty to power rural business, industries and residential development

In Pennsylvania, ruval electric cooperatives own and maintain about 12.5 percent of the
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with annual increases of only 1.1 percent per year, a rate far below that of inflation. In con-
trast, the region’s private power companies have increased their vetail rates by an average of
25.17 percent between 1988 and 1992, Those increases ranged from a low of 2.4 percent to a

high of 54.2 percent.

Allegheny’s flat rate, however, has not been accompanied by a corvesponding lack of system
improvements. The cooperative has provided transmission facilities to improve service for
existing co-op members and enswre that the infrastructure is sufficient to meet new growth and
development in areas served by its member cooperatives.

Allegheny marked its most recent milestone October 15 with the completion of the Bedford
North-South transmission project. Allegheny built the 11.6-mile, 115 kilovolt (k') trans-
mission line, its thivd transmission project, to enable Bedford Rural Electric Cooperative, Inc.
to serve a Texas Eastern gas compressor station. Only 19 months passed between the project’s
approval by the Allegheny Board of Directors and its successful completion. While a project
of this magnitude would typically take at least two years, Allegheny successpully expedited
many aspects of the project due to the importance of the new industrial load it serves. When
the second unit is added in the summer of 1993 to bring the facility up to a 12 MW demand,
this load will be larger by itself than that of two Allegheny member cooperatives.

The completed line joins two other dedicated transmission projects built by Allegheny. The

first, the 5.5-mile, 69 kV Fairfield-Mill Creek project in Lycoming County, entered service

in_July 1990. The second, the 7.5-mile, 138 k1 Donegal-Seven Springs project, was com-

pleted in November 1991.
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Allegheny developed the Donegal-Seven Springs project to provide a more economical and
reliable source of electricity to the rapidly growing Seven Springs area which “s portions
of Somerset, Fayette and Westmoreland counties.

The Allegheny Board of Directors has also paved the way for two new transmission proj-
ects, one that will serve increasing load requirements in the Sussex Rural Electric Coopera-
tive area and one that will improve reliability in one section of United Electric Cooperative's
service territory.

The Sussex project includes construction of about a mile of 34.5 k V' transmission line.
Allegheny will acquire the necessary mile of line starting at an existing transmission facility
to provide “ervice to a distribution substation afier completion of construction by Sussex Rural
Electric Cooperative.

The United Electric Cooperative project includes the construction of a nine-mile, 34.5 kV
line from private power company facilities to United's new Cooksburg substation. The proj-
ect will provide improvement in service and reliability for co-op members who live in the
area.

These projects continue Allegheny's commitment to its members and the communities they
serve without sacrificing Allegheny's six-year trend of rate stability.

While the transmission and delivery system is vital to the economic health of rural areas, so
is a reliable source of power. As rural areas grow, so does the need for an adequate power

supply not dependent on purchases from private power companies or any single source.

. e e
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In 1977, Allegheny continued developing reliable energy sources when it contracted for 10
percent ownership in the Susquehanna Steam Electric Station (SSES). SSES is a 2,100-
megawatt, two-unit nuclear power plant located near Berwick, Pa. The faciliry supplies 53
percent of Allegheny's energy needs.

Allegheny continued its commitment to low-cost geaeration with the Raystown Hydroelec-
tric Project, William F. Matson Generating Station which began commercial operation in
1988. Named for the first president of Allegheny, Matson Station is the cooperative’s first
wholly developed and operated generating plant. It supplies 4.5 percent of the energy deliv-
ered by Allegheny to its member cooperatives.

Stable rates and reliable power supplies are only part of the cooperative’s efforts to artract
business and expand opportunities for those living in rural Pennsylvania and New Jersey. In
recognition of the unigue role played by rural electric cooperatives, the federal government
designated them as point agencies in rural development programs contained in the 1990 Farm
Bill. The Rural Investmest Partnership Program, for example, provides capital for economic
development in rural areas.

Allegheny and its sister organization, the Pennsylvania Rural Electric Association
(PREA), also support state legislation and initiatives designed to foster growth in rural areas.

Some of the initiatives endorsed by Allegheny and contained in the Pennsylvania state

budget include a grant program which provides money to improve rural water supplies, fund-
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The teacher forgiveness program, for example, encourages newly-graduated teachers to

E‘. work in targeted districts — including rural areas — by forgiving all or a portion of the stu-
{ dent loans of those who agree to participate.

r The need for many of these programs was determined through the activities of the Center
for Rural Pennsylvania, a legislative policy and research agency of the state General Assem-
E_

: bly. The Center, which PREA helped create through its lobbying ¢fforts and now partici-
pates in, determines needs within vural communities and charts the effects policies have on
rural state vesidents.

Allegheny is also sponsoring a study in a fowr-county area in central Pennsylvania to deter-

mine specific business needs within the region. The results of the study will enable its member

T

co-ops to apply resources precisely to gain the maximum possible benefit for the area’s indus-

'.
'; tries and residents.
|
' The cooperative also supports use of state development programs like PENNVEST,
| which provides loans and grants to upgrade small community water and sewer facilities, Pyo-
i rams likee this are designed to benefit all rural vesidents, not just those who belong to rural
& B : J Y
|
I? electric co-ops.
|
i Rural developments efforts also take place on the federal level, too. REA's distance learn-
| ing and medical link grant program, authorized in the Rural Development Act of 1990, is
]
[ designed to provide rural schools, hospitals and medical centers with rapid access to more spe-
)
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cialized training and information through the wise of telecommunications, computer networks
and other advanced technologies.

To divealy assist in rural economic development, Pennsylvania and New Jersey rural elec-
tric cooperatives help secure zevo-interest loans and grants from REA to finance projects in
rural areas. These projects are designed to benefit the entive rural community, not just those
persons served by an electric cooperative. The goal is job creation and stimulation of local
CConomies.

The efforts are paying off. Seven projects in five different raral co-op territories are up and
running. Eight others are in varvious stages of development.

For example, in Jefferson County, Pa., a $100,000 zero-interest REA loan helped fi-
nance a §2 million airport terminal restoration. That project does double duty by providing
construction and staffing jobs now as well as enhancing the local facilities—in this case, an
airport—which will help atiract future business and corporate development.

In Clearfield County, Pa. two separate §100,000 zero-interest REA loans helped fund a
portion of the start-up costs for the Sawmill Center for the Aris and a custom hardwood fur-

nitire many facturer.

The Sawmill Center strengthens a major rural industry—tourism—while providing an
outlet for local artists and crafts people. And, by helping local wood products industries, both

the logging and rural manufacturing base is supported.
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In Clarion County, Pa. a $100,000 zero-interest REA loan assisted a logging business in
its expansion.

Another $100,000 zero-interest REA loan helped develop an incubator in Somerset
County, Pa. to foster business development — in effect ““hatch’" new economic growth from
fertile ideas. Once those fledgling businesses are sound, they move on to make room in the
facility for another new enterprise.

A Somerset County fire truck and equipment manufacturing plant is also successfully oper-
ating with the help provided by a $100,000 zero-interest loan. In fact, Blaine Stockton,
REA assistant administrator of economic development and technical services, has praised the
New Lexington Fire Equipment Company as one of the shining successes of the zero-interest
rural development loan program. The firm, which opened in the summer of 1991, was pro-
Jected to have 20 employees on board after five years. After just 18 months, the company has
41 employees and is still expanding.

In Warren County, Pa. a $1.6 million waste recycling plant recently began operation.

Allegheny and PREA are also helping to obtain a $100,000 zero-interest REA loan to
partially fund a §3 million municipal airport expansion project in Bradford County, Pa. In
Clarion County, a $77,000 REA grant will help convert an unused bridge into a commercial
development. In Sussex County, New Jersey, plans for a towrism expansion project are

being discussed.,
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With the help of Allegheny, PREA and their member cooperatives, these projects will po-
tentially create an estimated 120 divect jobs and stimulate existing businesses in their local
economies.,

Allegheny's rural development efforts continue a 50-year tradition of commitment to the
needs of rural citizens and businesses. That tradition began with the goal of enabling every-
one to have the advantages and comfort electric power provides. It continues today in efforts to
provide equal opportunities in jobs, education and health care to all vesidents regardless of

where they choose to live. @&
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Summary of Operations—

Adams Bedford Central Claverack New Enterprise Northwestern Somerset Southwest
SUMMARY OF OPERATIONS
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Allegheny Electric

ASSETS:

Cenetal Plant

Consteacnion Work s Progress
TOTAL PLANT

Acsumidaed prevision tor

depreciaion & atmortation
NET PLANT

Noo-Unhty praperty - net

Capital Credis - NRUCH

Investments i sssoussted
AN AIONS

Odther lnvestiments

Canh < geweral tands

Cash - gonstruction fund

Temporary mvestments

Specsad funds

Notes receivabic

Aciounts recervabily

Mutenals and Supphes-ther

Prepayments

Oxher werrent & accoroed assets

Deterred debies

TOTAL ASSETS

LIABILITIES
Pepsrectation
Momberships

Patronage capaal
Dioniated capaal
Loag-term debt - REA
Long-term debe - ocher
Notes payvable
Accounts pavable

Cogt of service agdhjustmoent
Accrued taxes

Accroed intetest

Other corrent & acerued habilines

Dicferred credus

Operaung Reserves

TOTAL LIABILITIES

MEMBERS REVENUES
Adams

Bedford

Central

laverack

New Enterprise
Nurthwestern
Stmerset
Southwest Central
Sulbivan

Sussex
Tre-County
Ulnited

Valley

Warren

TOTAL MEMBER REVENUES

1992
GAH M7 342
14,24, 1)

3 1h) 459

7. H1K 423
495, 34 03

4 910,988

141,53

10,350.153

5. 250,00

P b N0

574,072 W%

N XN

14, 30, 760

735044
SOK_ (M0, 384

6,153,704
4,290, 206
3, B15.25
3052458
176t
17,926 247

7,154 617

19 370,045
5,531,837
11,978 K57
9,611,069
2429 876
11,186,990
9743751
17,142,056
2,619,316
6. 78,523
7,506,010
K279 K35
11,694 928
3,159,357

127,484 459

i #y!
e

1991

G205 919
11,495, 754

631 N 6T

154,581,169

y 3100 441
126 292
LB ANNS

§ G20 60
tgir 291

| W8y

Wod W

I

i)
1202827
S0 73
741,005
ROR 557 T84

18,130 599

6,015 9

577,371,332

1N 201,477
5,180,134
11,410,378
B9 042
2,301,401
10,484 591
9,106,826
16,166,475
2,390,777
6,53 524
7,450,527
7,948 551
14,122,999
3,180,762

120, 380 4%)

1990

63NN 217

>

S8 44

439 023 658

137 381,537
01,442 121
4970 62%

M 167

§ RV, 261

4012 304

SH2 552,219

15,245 402
6416 815
545, %74

3,402,611

UEIRTIR

94K 152

11,070,252

-

ERE R
214 M8
1,323,184
K.737.337
14,825,514
2,345,952
6,312,906
7,199,562
7064 418
10,650,759
3,084 640

"

115,107,658

1989

616,947, 3d

U TR _‘ t)

626,227 626

HK. 725,714
537,500,912
5 055 971

122,600

3 K79, 452

| 483
R ATR 414

1,903 K23

15, 7M. 046
LUBL, 028
152008

3200

1,450, 9%

GR) R T RS

HO4 760

LR L
5730
4,010,892
522.511.39%%
4 893,235
4 257 107

4 891235
651 B4

fifvl, WK
N, 502,325
S84, 156,571

604 658 K

16,459 647
4,934 (84
11,123 585
(78,763
183, 582
10,375,7%
R, 772, 89
14,544,709
7,344 198
, 333, K50
7.194 547
7,R14 BUR
10,555,639
N, 114,060

x

*a

114,434,194

Cooperative, Inc.

1988
£ (134 277
6, IR 874

615 972,851

70,828,954
R4S 143 897

5,083 )41
4,040

K151

| 2%, 372
251 664
¥ 577.72%

) 071,452

1441103
30 083
1,030,083

8,278
HAK %11

615,234,007

Wiy 477

2 NE

W, 37T 453
50,73
501,601 153
¥, 508,790
1RG0, 600
B T4
330,430
46,221
STaAm
12,751

= = &=

o

=

22,594 732

491,600 212

614, 201 Sad

15,450,524
4717574
10,795 933
B4R 586
2,006,695
9,994 {79
8, 5851.506
14,008 635
2,193 827
6,004, 249
6, 8K7, 205
7700 440
9,958 957
3051 4%

108,532,808



Five-Year Financial Statement ;

ELECTRIC ENERGY SALES: 1992 1991 1990 1989 1988

Member 127, 484,460 120, 380,490 115,108 723 114,43195 109,532 808

Non-monthers 5. 935, 149 W 4 14138 8K2 087 630 24 347 984

TOTAL RECEIPTS 133,419,600 145,346,911 ety tia ot KoK e

Cost uf power d 447,974 43454 2% 12 08 914 {1 15K BR? 40119659
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PROMPT ACTION RESULTS IN SIGNIFICANT SAVINGS

n February 28, 1992 Allegheay learned through a trade press report that the federal Rural

Electrification Administration (REA) would for the first time permit generation and trans-
mission cooperatives, such as Allegheny, to reprice certain outstanding high-cost Federal Finan-
ing Bank (FFB) loans. By agrecing to pay the government a prepayment preniun equal 10 one
year's interest on the loans being repriced, REA-financed electric systems could reduce the interest

rate for the remaming life of the loaas to the then-current FEB interest rate.

At its March 5, 1992 meenng, the Allegheny Beard of Directors authonized submission of a repricing
apphication. Thanks to this speedy action, Allegheny was one of only 14 borrowers to receive REA
approval to reprice a portion of its long-term FFB debt during 1992, Nearly $123 nulhon of FFB
loans carrying interest rates ranging from K28 to 13.8 percent were repriced by Allegheny on August
31, 1992 to new interest rates averaging 6.78 percent.

T'he repricing 15 expected to provide a net savings in rates of $1.42 milhon during the first year
and $19.07 million over the remaining term of the loans, By nming the repricing to take advantage
of falhng interest rates, Allegheny maximized the savings availabie. Any delay mn submitting the
repricing request would have harmed Allegheny since REA limited the number of repricings permit-
ted during 1992

The interest cost savings achieved by the repricing were mcorporated into the '993 Purchased
Power Cost Projections and Member Cooperative Rate Study. Thus the expected net savings were
passed on to Allegheny's member cooperatives.

Lo N



ALLEGHENY ELECTRIC
COOPERATIVE, INC.

1992 Annual Report
"Blueprints to the Future”
Errata Sheet

These pages replace pages 32 & 33 of the Allegheny Electric Cooperative, inc.
1992 Annual Report which contained a printing error.



Allegheny Electric Cooperative, Inc.

1992

ASSETS
General Plant
Constraction Work in Prograss

TOTAL PLANT

Accumulated provision for
depreciiation & amortization

NET PLANT

Non-utiiity property - net

Capital oredits - NRUCFC

Investmeants in associatad
organizations

Other investments

Cash - general funds

Cash - construgtion fund

Temporary investments

Special lunds

Notes rece vable

Accounts raceivable

Materials and supplies - other

Prepayments

Other current & accrued assets

Unamon. debt disc. & EO losses

Deterrad debits

TOTAL ASSETS
LIABILITIES

Lumberships
Fawona e capital
P gpital

debt - REA

Long-term dedt - other
Notes payable
Accounts payable
Cost of service adustment
Accrued taxes
Acorued inlerest
Other current & accrued lablities
Drterred credite
Operating reserves

TOTAL LIABILITIES
MEMBER REVENUES

Adams
Bedford
Centrat
Claverack

New FEnterprise
Northwestarn
Somarset
Southwest Cental
Sullivan
Sussex
Tri-County
Linited

Valley

Warren

TOTAL MEMBER REVENUES

A O A TR T T .

$648 8947 342
$14.214,117

$662.161 459

$157.818 423
$495.343,036

$4.910.988
$141 630

$3.678 851
5,197 077
1$99.816)
$48 665
$23,226.222
$1.87450 1
$3.367 637
$10.350,153
$4.947 032
$5.250,031
'$2.266.810
$9.663 536
$3.706 835

357407 ..920

$2 800

$14 300 760
§50.730
$£7.395 044
$508.080.384
$0
$6.183.734
$4 290 266
$3.815,.257
$3.052 458
$1.720611
§17.928 267
§7. 164 817

8574072929

$19.370.045
$5 533,837
$11.878.858
§$9.611.089
B2apag77
$11.186 901
$6.793,753
$17,142,057
32619317
6. 778523
$7.906 011
$8.279,836
$11.694,928
$3.150,358

$127,484 460

1291

$640,405,019
$11,485.759

$651,.901 679

$164 581 169
$497 320,510

$5,010 441
$125 292

$3.879,055
54,628 698
$640.291
$1.889
$36,895 537
$1.8689 548
$3.645 755
$13,766 227
$4.694.020
$1.133,323
%1047 743
$0

$2 £43 004

$577,371,333

§2 800
$12.012.827
$50.730
$7.413.005
8508 537 7684
S0
316,830 638
$2.541 259
$1,815246
$3.508.27
8507177
$18.130 508
$6.019.991

$577,371.333

$18.201,477
$5,180.138
$11.410,378
$8.901 042
$2,301 401
$10,484 591
§8.106.826
$16.166 475
$2,390.777
$6.534 524
$7 450 527
$7.948 551
$11.123,000
$3.180.783

$120 380,480

1990

$633 120217
$5 803 441

$630,023 658

$137,581.537
$501.442 121

$4.970 628
$206,167

$3.879.267
$4.012.303
($887)
$12,103
$47,019.705
$1.901,112
54148 632
§11. 649 690
$0
$1,113.821
$574.342
$0

$499 200

$561.418,288

$2.800
$9.621 079
$560.730
$5.623.571
#H 47 133
$0

PR R
LF P AL 5
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£3.60 i
8683 2
$16.187« 8
B4 153017

$561,418, 298

$16,920,011
$4,048 332
$11,170.252
$8.739 960
$2.214818
$10,323,184
$8.737 337
$14.825 514
§2,345 952
$6.312.906
$7.199 562
$7.664.418
$10,660,750
$3.084 646

$115,137 651

1988

$616,987 394
$9.240. 232

$626.227 626

$88, 725,714
$537 501 912

$5.065 971
$322.609

$3.879.452
$0

($457 634)
§1,483
§35.078, 414
$1.903.823
$0

$13,734 546
$0
$1.052.028
$342.028
$0
$1,350.829

$599.765.661

$2 800

$38, 941,810
$50.730
$4.010.802
$522.511,395
$0
$4.287.707
$4,883,.235
§551 844
$3.348.618
$664 308
$20,502,325
$0

$509, 765 661

$16 459 644
$4,934 084
$11.123 586
$8.678 763
$2.183 582
$10.376.739
$8.772,896
$14 548,709
$2.344 158
$6.333.850
§7.194 547
$7 814 898
$10,555 639
$3.114 060

$114,434 195

1988

$609.034,277
$6,938574

$615,972 861

$70.828 954
$545,143 897

$5,083.843
$344 133

$3.811,153
$0
$1.206,372
$251 664
$39, 677723
$£2 071,952
$0
$14.411.035
$0
§1.0630,083
$333.278

$0

$848.811

$614.203.944

$2 800
$36.387 453
$50.730
$501 601,153
$30.318. 70
$5.180.000
$8.801.704
$5.330.430
$348 221
$3.577179
$12.751

$22 584,732
$0

$614 203 944

516,450,524
$4.717.574
$10,795 933
$A.348 586
$2 066 685
$9.994,179
$8,351.506
$14.005 83u
$2,183.827
$6.004.245
$6 887 205
$7.708.440
§9,955 957
$3.051.498

$109.532 808



Five-year Financial Statement

ELECTRIC ENERGY SALES:
Members
Non-Member

TOTAL RECEIPTS

Cost of Power
Wheshing

RAYSTOWN:
Generation
Operation & Maintenance
Interest
Transmission
Taxes

OTHER PROJECTS:
Operation & Maintenance
Transmission
Depreciation

Taxes

SSES:

Generation
Operation & Maimenancs
Fuel
Depreciation
Tares

Transmission
Maintenance
Depraciation

Ineras!

Imerest charged o
Construction - Credit

Geaneral & Administrative

TOTAL OPERATION EXPENSE

Depreciation
Tares
Otner Deguctions

TOTAL EXPENSES
Operating Marg. 18
Inferest Income

Othar profiv(ioss) net

Other capital crediy

NET MARGINS

19492

$127.484 460
$6.935,149

$133.419.608

$34,447 974
$10.168.786

$2.231,109
50
$128,693
§23.918

$290.689
$62. 545
$508 886
$18912

$18.697 503
§7.263.452
$10,831.235
$4.282 908

272,597
$804,908
$39,608 652

(§$1.143.974)
$5.716 858

$135.395 660
$186,884
$169,083

($410.374)
§135.341.232
($1.921.624)
$2 845 362
$1.397 724
$55.068

$2.376.520

1991

$120,380,480
$24 966 421

$145,346.911

$43,054 251
$8.BBO 652

$2.320 600
$0

$206 809
$23.293

$300.322
$15.401
$500 84T
$3.352

$20,958,143
$H.452 974
$9.667,034
$4.243 498

$293.213
$804,907
$42,319,156

($1.041,514)
$5,559.603

$146, 871,542
$150 063
$141,587

!%62 583)
$146 500 564
[$1,182 683)
$3.801,751
$10.081

$0

$2.529 149

1990

§115.137 65
$14 108 454

$128.247 6056

$32,085914
£0 240 841

2,560,147
$0

$183 550
$19,385

$123.663
$24. 052
$466 190
80

$18.024 408
$9.512 687
$2.034 865
§3.437 242

$216,007
$804.907
$43,018.285

($909.148)
§5.315.694

133167671
$131,367
$136.143

$30.417.247
$163,852,458

(334,604 852)

$4 6836 182
$1.482.261
$29.912

($28 476 .498)

1989

$114.434 195
$16,057.:630

$130.491.825

$33,358 887
$8.345.773

$2.346.261
$0
$200,521
$16 684

$18.518,905
$9.413177
$9.376,144
$3.420 845

$317 2886
$804 768
$42 724 066

($1,233.918)
56,163,748

$132.772.327
§134 988
$109,750
($701,433)
$132.315.632
$1.823,807}
$4 328,040
$28 540
$21.184

$2.554 367

1988

$109,532,808
$24 347 984

$133.880,792

$40.119,650
§7.441,025

$736,696
$115.970
$C
$0

$0
$0
$0
$0

$19,490,190
$6.634,341
$8,694,096
$3.608, 781

$207.431
$804.477
$44.147 039

($2.318,873)
$3,980,637

$135,662,439
$120.533
$102,094
$672,383)
$135.212,683
1$1.331,881)
$2.924 868
§596 398

$23 825

$2,213,200
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ELECTRIC COOPERATIVE. INC.
212 Locust Street « P.O. Box 1266 « Harrisburg, Pa. 17108-1256
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MARGINS

The 1992 margins of $2,376,520 met Allegheny's Times Interest Earned Rato (TIER) goal of 1.06.
Addiional margins of $4.290,266 i excess of this TIER requirement ecarned during 1992 will flow
back to member cooperatives in 1993 through Allegheny's Annual Operating Adjustment.

FINANCING

The largest expense ttem for Allegheny 1s interest on long-term debt. In 1992, it accounted for more
than 28 percent of total expenses,

To help control wnterest costs, every effort 1s made to obtain the lowest-cost financing vehicles
available. These have mcluded pollunon control bonds, commercial paper, lines of credi, REA m-
sured and guaranteed loans, and leveraged leasing. As of October 31, 1992, Allegheny’s dollar
weighited average interest rate on outstanding debt (excluding leveraged lease debi) was 7.68 percent.

POLLUTION CONTROL BONDS: Allcgheny has been able to achieve very attractive interest rates
by using vartable rate tax-exempt pollution control revenue bonds to finance a portion of the pollu-
ton control tacilities at the Susquehanna Steam Electne Statton (SSES). In 1992, the average yield on
the bonds, which bear interest at weekly and monthly variable rates, was 3 4 percent. These bonds—
issued though the Lehigh County Industrial Development Authority—=are backed by irrevocable let-
ters of credit from Rabobank Nederland.

COMMERCIAL PAPER: Allegheny maintains a commercial paper pragram to supplement short-
terin project financng. Moody's Investors Services has assigned its Primhe-2 rating to this program,
No commiercial paper was issued or outstanding during 1992,

LINE OF CREDIT: In fiscal year 1992, Allegheny had a $21 4 mullion hne of credit with the Na-
tional Rural Unlities Cooperative Fimance Corporation (CFC). When needed, this Ime of credit is
used to supplement project financing, The cooperative did not draw on these funds in 1992

REA INSURED AND GUARANTEED LOANS: A traditional blend of REA wsured and REA guar-
anteed loans, which makes up the majonty of Allegheny’s debt portfolio, continues to be Allegheny's
primary source of financing. REA guaranteed loans made by the Federal Financaing Bank (FFB) are
used to finance certain additions to SSES. Approximately 17 percent of the $476.5 million of the out-
standing FEB loans bear short term mterest rates of two years, The remaming FFB loans have 35
year maturities and bear 3 weighted average interest rate of 7.67 percent. Allegheny utilizes REA -
sured loans to finance transmission and load management projects. Bearing interest at 5 percent, these
loans are an attractive low-cost source of financieg.

LEVERAGED LEASE: The leveraged leasing of the Raystown Hydroelectric Project has ensured the
cost of power produced by the project s lower than the cost of the purchased power it replaced.

Under the lease agreement, Allegheny controls the placement of the $20.5 million debt portion of
the lease. To take advantage of the continung decline in interest rates, Allegheny has placed 60 per-
cent of the lease debt in various maturities ranging from 30 days to 4 years. This resulted in a
biended interest rate of 7.09 percent in 1992, Compared to placing the total lease debt in a two-year
maturity, an interest savings of $197,000 was realized for fiscal year 1992

CFC: In addinon to providing Allegheny with a line of credit, CFC has provided financing for the
Locust Court Building (Allegheny headquarters) plus loans of $4.4 million for load management and
transtmssion {acilities
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STATEMENTS OF CASH FLOWS

for the vears ended October 31, 1992 and 199]

{(iri thousands)

CASH FLOWS FROM OPERATING ACTIVITIES!
Net muargm
Adjustments to reconcile net margm to net cash provided by
apcrating acuvities
Depreciation and fuel amortization 19,053 19,218
Amortization of deferred charges and deterred credits (3,585) (B3Y)
Guain on sale of other mvestments (200) (116)
Increase (decrease) m cash due to changes m operating
assets and habilities
329)

Accounts receivable . (2,
Inventornes o (224)
Other current and noncurrent assets {855) (43%)
Deterred charges A3 (361)
Accounts payable and accrued expenses {1,885)
Accounts pavable to members ), (3,799)
Orther habilities and deferred credits oA (687)

Net cash provided by operating activities 11,059

CASHFLOWS FROM INVESTING ACTIVITIES!
Additions to electric unlity plant and nonutlity property ] (15,359)
Purchase (redemption) of nvestments i associated orgamzations [ 182
Payvments received on notes recetvable from members 2 322
Purchase of other investments (8, 604) (12,514)
Proceeds from sale of other investments B, 209 12, 28]

Net cash used in investing activities (17,025) (15,088)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from long-term deb , 3933
Pavments on long-term debt (9,196)
Payment of debt repurchase prennum 743 —
Retirement of capital oredits - {622}
Net cash used in financing activities 21,131) (5,885)
Decrease in cash and cash equivalents 13,736) (9.914)
Cash and cash equivalents at beginning of year 3 47,031

Cash and cash equivalents at end of year

See¢ accompanang nates le firiancral siarernent
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1. Summary of Significant Accounting Policies, continued:

Allowance for Funds Used During Construction:
Allowance for funds used during construction represents the cost of directly related borrowed funds used tor
constroction of or additions to an electne utihity plant. The allowance 1 capitalized as a component of the

cost of electne unluy plam while under construction

Investments in Associated Organizations:

Investments in associated organtzations are carned at cost

Preliminary Surveys:
Costs of prelimmmary surveys tor potential developiment projects are recorded as deterred charges, If con-
struction of a project results from such surveys, the deferred charges are transferred to the cost of the facili-

ties. I a preliminary survey 1s abandoned, the costs incurred are charged to GpCratios

Cash Equivalents:
For parposes of the statements of cash flows, Allegheny considers all lmghly hquid mvestments with an orig-
mal matunity of three months or less when purchased 10 be cash equivalents. Cash equivalents are carried at

cost, plus acerved interest, which approximates marker value

Inventories:
Etfective fmuary 1, 1991, Allegheny began to accoont for certain power plant SPAre parts usig a deterred
mventory method. Under this method, purchases of spare parts under inventory control are included n an
mventory account and then charged to the appropnate capital or expense accounts when the parts are used or
n'-h-.u::m,-d

The value of these spare parts was $4.5 milbon and was recorded as an merease m inventory on the bal-
ance sheet. The assoctated income statemnent effect was recorded as a deferred credit and will be amoruzed as
a credit to expense over a threcsvear period consistent with the ratemaking teeatment

In May 1992, Allegheny received permission from the Internal Revenue Service to use this method of
accounting tor mgome tax purposes. Theretore, Allegheny wall melude the value of these spare parts in taxa-
ble income over a six-year perod begmning with the tax year ended Oaaber 31, 199]

Inventories are carried a the lower gost or market value, cost beng decertuned on the average cost

miethod

Other Investments:

Other tnvestments include L

5

v g conownt obhiganons, corporate obligations, and common stocks (mar-
ketable equity securities). The U, S, government and corporate obligations ace stated at amortized cost which
approximates market value. Marketable eguity securities are carried at the lower of their aggregate cost or
market value. Changes in net unrealized losses on noncurrent marketable equnty secunities are recorded di-
rectly in 2 separite equities” account and are not included in the determimation of net margm, Realized gains

and losses are determined on a speafic idennfication basis

Patronage Capital and Other Margins and Equities:

Allegheny had esitablished an unallocated equity account, Other Margins and Equities, as a result of a charge

agamnst income in connection with the adoption of Statement No. 92. Thas charge against incoine was re-
corded s a deficency n an unallocated equary account since the ameunt 1s not allocable to Allegheny's

members, All margins recogmized by Allegheny are required by REA to be used to reduce this deficiency
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