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North Carolina Eastern Municipal Power Agency




organization and
management

commissioners, one member of which is

appointed by each member municipality. Each
municipality also appoints an alternate commissioner
who represents the city at board meetings when the
regular commissioner cannot. The board elects its own
officers who, together with six at-large representatives
also elected by the board, comprise the agency's
executive committee.

During the 1984 elections, held in December, the
board re-elected as officers: Chairman George W. Clay,
Jr., mayor of Shelby; Vice Chairman Earle E. Riddle,
former utilities commission chairman of Lexington; and
SecretaryTreasurer David E. Lowe, city manager of
Lincolnton.

Elected as at-large members of the executive
committee were: Molly M. Darwin, council member,
Morganton; |. E. Hinke!, ity manager, Monroe; Jack F.
Neel, city manager, Albemarle; R. Duke Whisenant,
city manager, Newton; judith P. Mendenhall, council
member, High Point; and Wiliam T. Gill, council
member, Statesville.

Ralph W. Shaw retired, effective September |, after
more than five years as general manager of NCMPA |,
He was succeeded by Finance and Administration
Director James T. Bobo During the December 1984
elections, Bobo was also reappointed as an assistant
secretary-treasurer for the agency, as was Engineering
Director William G. Wemhoff.

The management services staff of ElectriCities of
North Carolina, Inc. carries out the agency's daily
operations, including the financing and accounting, bill-
ing, planning and budgeting programs. in addition, it
closely administers the project agreements and
monitors the performance of Duke with regard to the
utility's fulfillment of obligations in the project.

T he governing body of NCMPA | is a board of

The NCMPA | Board of Commissioners has
authorized plans for joint ownership of a parcel of land
with North Carolina Eastern Municipal Power Agency
(NCEMPA), the state's other municipal power agency,
and initiated the development of plans and specifica-
tions for an administration building, also to be jointly
owned by both power agencies.

The board also authorized the joint purchase with
NCEMPA of a central computer to support the power
agencies business activities. The agencies have been
receiving computer services through timesharing, a
more costly arrangement.

The agency's role as power supplier requires
untegrated computer systems to support its various
activities. During 1984, the agency continued to
develop, enhance and refine its computer systems
which relate to planning and budgeting, accounting,
load and energy forecasting, verification of Duke bills to
the agency, collection and reporting of monthly load
statistics, tax-exempt commercial paper, and rate
studies and analyses
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Duke Power Company

NCMPA | Power Supply Program

The Catawba Station (December 31, 1984)







cities the specfic authority to
enter Into take-or-pay contracts
with NCMPA |, These contracts
are essential for projects
financed b\r the sale of revenue
bonds, as the contracts
guarantee that participants w
provide the money needed t
meet the agency s financia
bligations, whether or not
the expected amount of ele
tric power is received fror
the agency s project

An ther essential ingredient

finance

Project Estimate
(Thousands of

Project Actual

Estimate 123084
$1.023579 § SO
3880 82870
1,168,310 531,082
9,341 7.063
$2.340.000 §1 475255
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Touche Ross & Co

Board of Commissioners

North Carolina Municipal Power
Agency Number |

Rale;gh North Carolina

We have examined the balance sheets of North Carolina Municipal Power Agency
Number | as of December 31, 1984 and 1983, and the related statements of changes in
financial position for the years then ended and the statements of revenues and expenses
and changes in fund balance for the year ended December 31, 1984 and for the period
from July 1, 1983 (date revenue-producing operations commenced) through December
31, 1983. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances

In our opinion, the financial statements referred to above present fairly the financial
position of Morth Carolina Municipal Power Agency Number | at December 31, 1984
and 1983, the changes in its financial position for the years then ended and the results
of its operations for the year ended December 31, 1984 and for the period from July |,
1983 through December 31, 1983, in conformity with generally accepted accounting
principles applied on a consistent basis

Our examination was made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information on pages 22, 23 and 24 is
presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures
applied in the examination of the basic financial statements and, in our opinion, the
information is fairly stated in all material respects in relation to the basic financial
statements taken as a whole

Torwedn ,.4»,, &

Certified Public Accountants

Raleigh, North Carolina
March |, 1985
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balance sheets

($000s)

December 31,

ASSETS
ELECTRIC UTILITY PLANT (Notes B and C)
Construction work in progress $1,214.546 $ 945845
Nuclear fuel 88,515 71,093
1,303,061 1,016,938

SPECIAL FUNDS INVESTED (Notes B and D)

Construction fund 114,580 305.210
Bond fund 240,470 225824
Reserve and contingency fund 17,084 15,299
Decommissioning fund 2,270 613
Special reserve fund 1,136 1,027
Commercial paper account 128,029

503,569 547973

CURRENT ASSETS
Funds invested (Notes B and D)
Revenue fund 13,821
Operating fund 2,468
Supplemental fund 31,703
47,992

Participant accounts receivable 9,845
Prepaid expenses 99
57,936

DEFERRED COSTS (Note B)
Unamortized debt issuance costs 34,632 33,020

Development costs 20

51,899,218 $1.639 795

Sew motes to fimancial statements




($000s)

LIABILITIES AND FUND BALANCE
LONGTERM DEBT

Bonds (Notes C and D)

Bond anticipation notes (Note E)

Unamortized discount

power
a
ﬁ%mger 1

December 31,

$1,532,000 $1.375,000
100,000 100,000
(37,382) (27,384)

SPECIAL FUNDS LIABILITIES
Tax-exempt commercial paper (Note F)
Bond anticipation notes (Note E)

Construction fund payables

Accrued interest on bond anticipation notes

Accrued interest on bonds
Accrued interest on commercial paper

Commercial paper payables

1,594,618 1,447 616

196,000
100,000
6,523 4,009
3,250 9,000
69,218 65,483
896
184

CURRENT LIABILITIES
Accounts payable

Accrued taxes

276,171

DEFERRED REVENUES (Note H)

COMMITMENTS AND CONTINGENCIES (Notes C, | and §)

FUND BALANCE

9,254 6,855

$1,899,218 $1.639.795




statements of vevenues
and expenses and changes
in fund balance

Period from July |,
Year Ended 1983 through
December 31, 1984 December 31, 1983

OPERATING REVENUES

Sales of electricity to participants $109,970 $ 51716
Sales of electricity to utilities 33

110,003 51,716

OPERATING EXPENSES
Interconnection services
Purchased power 79,144
Transmission and distribution 12,491
Other 347
91,982

Administrative and general 1,477
Gross receipts tax 6,488
99,947

NET OPERATING INCOME 10,056

INTEREST CHARGES (CRFDITS)
Interest expense 146,359 144 867
Amortization of debt discount and issuance costs 2,674 2,754
Investment income (46,466) (62,521)
Net interest capitalized (Note C) (103,976) (85,168)

(1,409) (68)

DEFERRED REVENUES (Note H) 9,066 184

EXCESS OF REVENUES OVER EXPENSES 2,399

FUND BALANCE beginning of period 6,855

FUND BALANCE, end of period S 9.254

Sew motes tv Amancial statemenis




statements of changes

in financial position

%ﬁw 1

'$OOOM

Year Ended
December 31,

SOURCE OF FUNDS
Operations
Excess of revenues over expenses S 2,399 $ 6855
Amortization of debt discount and issuance costs 2,674 2,754
Deferred revenues 9,066 184
Funds provided by operations 14,139 9.893

Proceeds from sale of bonds 432,000 200,000
increase in special funds liabilities 97.679 124,550
Decrease in specvial funds invested 44,404 5,303
Proceeds irom sale of bond anticipation notes 100,000

588,222 4319 746

APPLICATION OF FUNDS
Additions to electric utility plant 286,123 220,511
Refunding of bonds 275,000
Additions to unamortized debt discount and issuance costs 14,284 14 680
Provision for retirement of bond anticipation notes 100,000
Retirement of revolving credit notes 75.000

Increase in development costs

410,191

INCREASE IN WORKING CAPITAL $ 29,555

CHANGES IN COMPONENTS OF WORKING CAPITAL
Increase in current assets
Funds invested S 14,569
Participant accounts receivable 1,462
Prepaid expenses 4|

16,072

{(Increase) decrease in current liabilities
Accounts payable (3,416)
Accrued taxes 139
(3,277)

INCREASE IN WORKING CAPITAL S 12,795

Sov motes to fimancial statements




notes to
Sfinancial statements

Years Ended December 31, 1984 and 1983

GENERAL MATTERS

North Carolina Municipal Power Agency Number | (agency) was organized on fanuary 13, 1976, pursuant to Chapter 1598 of the
General Statutes of North Carolina (act), adopted by the General Assembly of North Carolina on May |, 1975 The act enables munici-
palities owning electric distribution systems to create joint agencies with authority to finance, construct, operate and maintain electric generation and
transmission facilities. The agency has twenty members, nineteen (participants) which receive power through the agency and one which receives
ower from Duke Power Company (Duke).
The agency has entered into several agreements with Duke which govern the purchase, ownership, construction, operation and maintenance of
the project:
The Purchase, Construction and Ownership Agreement provides, among other thifigs, for the agency to purchase u 75% undivided ownership
interest in Unit 2 of the Catawba Nuclear Station and a 37 5% undivided ownership interest in certain support facilities of the station. This
facility is presently under construction by Duke. The acquisition is being financed by the issuance of electric revenue bonds pursuant to Resolu-
tion No. R-16-78, as amended, (resolution) of the Board of Commissioners of the agency The resolution establishes special funds to hold
proceeds from debt issuance, such proceeds to be used for costs of acquisition and construction of the project and to establish certain
reserves. The resolution aiso establishes special funds in which project revenues from participants are to be deposited and from which operating
costs, debt service, and other specified payments are made

The Interconnection Agreement provides for the interconnection between Duke's electric power system and the agency's project and for the
» “hange of power between Unit | and Unit 2 of the Catawba Nuclear Station and between the Catawba units and Duke’'s McGuire Nuclear
Station. The agreement also provides for the purchase and sale of capacity and energy, and the transmission of energy to the agency's
participants

The Operating and Fuel Agreement provides for Duke to operate, maintain and fuel the facility, to make renewals, replacements and capital
additions as approved by the agency. and for the ultimate decommissioning of the facility at the end of its useful life

The agency has entered into a Project Power Sales Agreement and a Supplemental Power Sales Agreement with each of the participants These
agreements provide for each participant to purchase its all requirements bulk power supply, in excess of power allotments from Southeastern Power
Administration (SEPA), which includes its total share of project output (as defined by the Project Power Sales Agreement) from the agency. The agen-
cy is obligated to provide all electric power required by each participant at the respective delivery points Each participant is obligated to pay its share
of the operating and debt service costs of the project.

On July |, 1983, the agency's participants began receiving their total electric power and energy. exclusive of power allotments from SEPA, from
the agency Such power and energy is provided by project output together with supplemental purchases of power and energy from Duke. Pursuant to
two “Reliability Exchanges ' contained in the Interconnection Agreement, project output will be provided in essentially equal amounts from Catawba
Unit 2 and three other nuclear units (Catawba Unit |, McGuire Unit | and McGuire Unit 2) in operation or under construction on the Duke system,
all of which are of similar size and capacity. The reliability exchanges are intended to make more reliable the supply of capacity and energy to the agen-
¢y in the amount to which the agency is entitled pursuant to its ownership interest in Catawba Unit 2 and to mitigate potential adverse economic ef-
fects on the agency and the participants from unscheduied outages of Catawba Unit 2. Correspondingly. the agency bears risks resulting from
unscheduled outages of any Catawba or McGuire unit

SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting
The accounts of the agency are maintained in accordance with the Uniform System of Accounts of the Federal Energy Regulatory
Commission, and are in conformity with generally accepted accounting principles (GAAP)
Construction Work in Progress
All direct and indirect expenditures associated with the development and construction of the project, including interest expense net of investment
earnings on funds not yet expended, are capitalized as construction work in progress until such time as the plant becomes operational Depreciation
expense will be recognized on the facility when operations commence, currently scheduled for june 1987
Nuclear Fuel
Al direct and indirect expenditures related to the purchase and construction of nuclear fuel cores, including interest expense net of investment
earnings on funds not yet expended. are capitalized until such time as the cores are placed in the reactor and the reactor becomes operational, at
which time they will be amortized and charged to fuel expense
Investments
Investments included in the funds invested categories are stated at amortized cost, which approxim:tes market value. plus accrued
interest Investments include securities of the LS. Government and governmental agencies and securities collateralized by securities of the us
Government and governmental agencies
Deferred Costs
Costs of issuance of debt. shown net of accumulated amortization. are deferred and amortized on a straight-line basis over the term of the related debt

18
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notes to
Sfinancial statements

Years Ended December 31, 1984 and 1983

BONDS (continued)
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number 1

DEFERRED REVENUES

Rates for power billings to participants are designed 1o cover the “costs’’ as defined by (|) the resolution, (2) the Project Power Sales

Agreements, and (3) the Supplemental Power Sales Agreements. The agency's rates are structured to systematically provide for the debt
requirements, operating funds and reserves as specified by the resolution and power sales agreements. Those “expenses,’ according to GAAP, which
are not included as "costs,’ are deferred Lo such period as they are intended to be covered by rates. Those ‘revenues,’ under the resolution and
the power sales agreements, which are collected to cover “costs, which are not "expenses, ' are deferred to such period as they are intended to
cover expenses

All rates must be approved by the board Rates are designed on an annual basis and are reviewed quarterly. If determined to be inadequate, rates

may be revised and must be approved by the board

Revenues deferred to offset future billings to participants include the following (in thousands of dollars

Year Ended Inception to
December 31, 1984 December 31, 1984
Bond Resolution Requirements Included in i '
Billings to the Participants:
Special fund deposits $11.334 $13.077
Investment income not avalable for

perating purposes 672 683
13,760

GAAP Items Not Included in Billings
to the Participants:
Intarest costs 2 ] (4.410)
Deferred Revenues : e S 9,-J§0

COMMITMENTS

The agency has a contractual agreement with ElectriCities of North Carolina Inc. whereby ElectriCities provides, at cost, general
management services to the agency. This agreement is for three years continuing through December 31, 1986, and shall be automatically
renewed for successive three-year periods unless terminated by one year's notice by either party prior to the end of the contract term
For the years ended December 31, 1984 and 1983, the agency paid ElectriCities of North Carolina Inc. $1,463,000 and $1,274,000, respectively
of which $231,000 and §921,000, respectively, has been capitalized as construction work in progress

CONTINGENCIES

Duke has applied to the Nuclear Regulatory Commission (NRC) for an operating license for the Catawba Nuclear Station. The license
is expected to be received prior to the end of the construction period. However, there is no assurance that the NRC will issue such
license and the facility cannot be placed intu service without it

The Price-Anderson Act limits the public liability for a nuclear incident at a nuclear generating unit to $620,000,000, which amount is to be
covered by private insurance and agreements of indemnity with the NRC. Such private insurance and agreements of indemnity are carried by Duke on
behalf of all co-owners of the Catawba Nuclear Station. The terms of this cover age require the owners of all licensed facilities to provide up to
$5,000,000 per year per unit in the event of any nuclear incident involving any licensed facility in the naticn with a maximum of $10,000,000 per year
per unit owned in the event of more than one incident. If any such payments are requi~ed after the Catawba Nuclear Station has received its operatng
license, the agency would be liable for 37 5% of those payments applicable to the Station

Prooerty damage insurance coverage presently available for the eatire Catawba Nuclear Station has a maximum benefit limited to $585,000.000
Such available coverage has been obtained. This coverage will be increased to $1,085 000,000 effective April |, 1985




schedule of changes in assets
of funds invesied

For the Years Ended December 31, 1984 and 1983

($000s)

Funds
Invested Bond and Power
January |, Note Billing Investment
1983 Proceeds Receipts Earnings

CONSTRULCTION FUND
Construction account $113,330 $ 99,030 $15,990
Construction interest account 131,109 149 447 20,569
Construction revolving account 101 -
Note interest amount 27,913 2,306
Note interest 1983 account 1,322
272,453 40,195

BOND FUND
Interest account 44,712
Reserve account 142,550
187,262

RESERVE AND CONTINGENCY FUND 12,003
DECOMMISSIONING FUND
SPECIAL RESERVE FUND
COMMERCIAL PAPER ACCOUNT
REVOLVING CREDIT FUND
REVENUE FUND
Revenue account 52

Rate stabilization account 10
62

OPERATING FUND 425

SUPPLEMENTAL FUND 39,335 1128
$550.037 3268919 $43,383 $62,52




carolina
municipal
nu cr
Funds Funds
Invested Bond and Power Invested
December 31, Note Billing Investment Disburse- December 31,
Transfers 1983 Proceeds Rereipts Earnings ments Transfers 1984
- $100,322 $120.873 $ 86,859 $ $ 7,733 $(234.856) $ 38,423 $ 19.032
(149,370) 151,755 2,032 10,694 (80,248) 84,233
7 102 9 (2) (5) 104
(3.811) 14,908 457 (11,500) (3,865)
17,572 1,169 (6,500) (1,030 1,21
(52,866) 305,210 88,89 20,062 (252,858) (46,725) 114,580
130,857 65,624 5,440 491 (134,702) 132,466 69,319
(19,286) 160,200 8,612 18,194 (15,855) 171,151
11,571 225,824 14,052 18,685 (134,702 116,611 240,470
15,299 86l 1,716 (792) 17,084
{ 603 613 150 1,507 2,270
975 1,027 109 1136
196.000 1,583 (210) (69.344) 128.029
(81,145)
L
(882) 3,218 22,037 413 (377) (21.954) 3,337
653 663 672 9.149 10,484
[ (129) 3,88 22,037 1.085 (377) (12,805 13.821
(909) 2,245 171 (11,496) 11,548 2,468
22.000 27,297 86,566 2,905 (85.065) 31,703
K3 $581,396 $299,804 ~$108,603 46,466 $(484,708) 3 $551,561




schedule of revenues and
expenses per bond vesolution

and other agreements

Project
REVENUES

Sales of electricity to

participants $22.880

Sales of electricity to
utilities 33

Investment revenue
available for operations

Other revenues

Year Ended
December 31, 1984

Supplemental
and other

$87,084

$109,964

33

3,677
6

novth
carolina
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power
a
n%mger 1

Period from July |, 1983
through
December 31, 1983

Supplemental

Project and other

$47.153

$51,690

EXPENSES

Interconnection services
Purchased power

Transmission and
distribution

Other

113,680

Administrative and
general-agency

Gross receipts tax

Special funds deposits
Decommissioning
Revenue

Rate stabilization

1,507
171
9,656

11,334

111,281

EXCESS OF REVENUES
OVER EXPENSES

$ 2399

$ 6855
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&Q A MEMBER OF ARTHUR YOUNG INTERNATIONAL

ARTHUR YOUNG Greonvie, Souh Caroina 20602

The Board of Trustees
Saluda River Electric Cooperative, Inc.

We have examined the accompanying balance sheet of Saluda River
Electric Cooperative, Inc. at December 31, 1984 and the related
statements of operations and patronage capital, and r~hanges in
financial position for the year then ended. Our examination was
made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the financial statements mentioned above present
fairly +*he financial ©position of Saluda River Electric
Cooperative, Inc. at December 31, 1984, and the results of
operations and changes in financial position for the year then
ended, in conformity with generally accepted accounting

principles applied on a basis consistent with that of the
preceding vear.

Our examination has been made primarily for the purpose of
expressing an opinion on the financial statements referred to
above taken as a whole. The accompanying supplemental
information is presented for purposes of additional analysis and
is not a required part of the basic financial stat:ments. Such
additional information has been subjected to the auditing
procedures applied in the examination of the basic financial
statements and, in our opinion, is fairly stated in all material

respects in relation to the basic financial statements taken as a
whole.,

February 6 1985 :

’




ASSETS

ueility plant:

Electric plant in service (Note 2)
Construction work in process (Notes 1
and 3)

Less: accumulated depreciation (Note 2)
Net vtility plant

Current assets:

Cash and cash eguivalents-general fund
Cash and cash eguivalents-loan fund (Note n
Cash and cash eguivalents-pollution
control fund (Note 7)
Accounts receivable
Interest receivable

Investments (Note &)

Debt service reserve funds-poliution contrel bonds
{Note S)

Deferred charges (Note 6)

SALUDA RIVER ELECTRIC COOPERATIVE, INC.
BALANCE SHEET
DECEMBER 31, 1984

LIAB 1ES
Patronage capital (Notes 7 and 10)

s 232,352
R
i ﬁ',us
. . Long Term Debt (Note 7):
Mortgage notes payable
Note pavable
Pollution control bonds
4,628,045 payable
256,642
25,064,221
4,221,206
259,799 Current liabilities:
“.t?’.“! Accounts payable
Interest payable
48,296
9,172,730

644,513

$402. 257,000

See Accompanying notes.

-2=

$ 5,612,368

343,365,000
6,150,931

44,200,000

¥O§, 918,897

3,573,520
385, 286

e

$302. 3872 083



SALUDA RIVER ELECTRIC COOPERATIVE, INC,

STATEMENT OF OPERATIONS AND PATRONAGE CAPITAL

FOR YEAR ENDED DECEMBER 31, 1984

Operating revenues:
Electrical revenues
Operating expenses (Note 3):

Cost of power
Administrative expense
Office expense
Salaries

Employee benefits
Miscellaneous expense

Depreciation and amortization
(Notes 2 and 6)

Net operating margins

Non-operating margins:
Net interest income (Note 3)
Net margins for period

Patronage capital, beginning of the
year

Patronage capital, end of the year

See accompanying notes.

-

$43,303,866

39,774,335
14,695
10,645
24,779

6,798
3,619

14,892

39,849,763

3,454,103

238,960

3,693,063

1,919,305

$.2.612,368




SALUDA RIVER ELECTRIC COOPERATIVE
STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR YEAR ENDED DECFEMBER 31, 1984

Funds were provided by:

Net margin $ 3,693,063
Items not affecting working
capital in the current
period:
Depreciation and amortization 14,892
Working capital provided by
operations 3,707,955
Increase in mortgage notes 53,170,000
Proceeds from pollution control
bond issue 44,200,000
Amortization of discount on
notes payable 638,859
101,716,814
Funds were applied to:
Additions to construction work
in process 69,279,249
Additions to electric plant in
i process 21,742
X Purchase of investments 48,296
_Establishment of reserve funds
m ; - pollution control 9,172,730
! Increase in deferred charges 618,142
Increase in working capital $ . 22,576,655

See accompanying notes.

-



SALUDA RIVER ELECTRIC COOPERATIVE, INC,
STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR YEAR ENDED DECEMBER 31, 1984
(continued)

Changes in components of working capital:

Increase (decrease) in current

assets
Cash-general fund $ 4,081,282
Cash-loan fund (5,898,175)
Cash-pollution contrel fund 25,064,221
Accounts receivable (166,958)
Interest receivable 259,799

73,340,169

Increase (decrease) in current

liabilities
Accounts payable 378,228
Interest payable 385,286
763,514
Increase in working capital $22,576.655

See accompanying notes.,

S



SALUDA RIVER ELECTRIC COOPERATIVE, INC,
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Description of the entity

The accounting records of Saluda River Electric Cooperative,
Inc. (the Cooperative) conform to the Uniform System of
Accounts, prescribed by the U.S. Department of Agriculture
as modified for electric borrowers of the Rural
Electrification Adminiestration (REA).

The Cooperative was formed in 1958 and is composed of five
rural electric cooperatives located in South Carolina. The
Cooperative represents the member cooperatives in dealings
with Duke Power Company (Duke). Since November 1, 1983, the
Cooperative has purchased wholesale power from Duke for sale
to the member cooperatives,

In order to secure a reliable source of power for their
consumers, these members, through the Cooperative, purchased
an 18.75% undivided ownership interest in Duke's Catawba
Nuclear Station Unit No. 1 and a 9.375% undivided ownership
interest in the support facilities for Catawba Nuclear
Station Units No. 1 and No. 2, including land and related
assets. This agreement was executed on October 14, 1980 and
Saluda River began payments on its construction in February

of 1981. The preliminary estimates of final costs are
$578,000,000.

Electric plant in service

Major classes of the Cooperative's electric plant in service
as of December 31, 1984 are as follows:

Mobile substation $156,455
Office furniture and fixtures 50,230
Vehicles 25,667

$ZIL352

The Cooperative depreciates electric plant in service on a
straight-line basis using the following rates as specified
by the REA: 3.2% - mobile substation, 7% - furniture and
fixtures, 17% - vehicles,




SALUDA RIVER ELECTRIC COOPERATIVE, INC,
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Construction work in process

The construction work in process is for the Catawba Nuclear
Station explained in Note 1. In addition to capitalizing
all construction related expenditures, the Cooperative
capitalizes B80% of certain operating expenditures that
contribute indirectly to the construction. The amount of
operating expenses capitalized was $218,172 for 1984.

The Cooperative also capitalizes net interest cost on
borrowings used to finance the construction. Total net
interest cost capitalized for 1984 was $37,100,595.

Investments in associated organizations

Investments in associated organizations at December 31, 1984
consisted of $48,296 of Capital Term Certificates (CTC) with
the Cooperative Finance Corporation (CFC). The CTC's are
presently earning 3% interest and will be kept by the CFC
until 2080. The Cooperative 1is obligated to acquire
additional CTC's in future years based on a percentage of
the preceding year's gross revenue. Determination of the
amount resulting from gross revenue for the year ended
December 31, 1984 has not yet been completed by CFC.

Debt service reserve funds - pollution control bonds

The reserve funds-pollution control bonds are restricted
funds with the CFC and had the following balances at
December 31, 1984:

Reserve Fund-Pollution Control

Bonds (PCR) $3,978,000
Reserve Fund-Pollution Control

Bonds~Construction (PCBC) 2,984,730
Subordinated Term Certificates (STC) 2,210,000

$9. 172,730



SALUDA RIVER ELECTRIC COOPERATIVE, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1984

Debt service reserve funds - pollution control bonds
(Continued)

The PCB Reserve Fund ltears a variable interest rate (8.5% at
December 31, 1984) and was established to make up
deficiencies in the amount available to pay the principal
and interest on the bonds and to provide for the final
payments of principal and interest on the bonds. The PCBC
Reserve Fund was established to pay remaining pollution
control expenditures for the Catawba Nuclear Station and
bears a variable interest rate (8.55% as of December 31,
1984) . The STC's represent a 5% compensating balance of the
Cooperative's Pollution Control Bonds, earn interest at
11.118% and are outstanding for the life of the bond issue.

Deferred charges

Deferred charges consisted of the following at December 31,
1984:

Unamortized Debt Expense-
Federal Financing Bank
(FFB) notes $ 41,807

Unamortized Debt Expense-
Pollution Control Bonds (PCB) 602,706

$E44,513

The $41,807 is being amortized based on the mortgage notes
outstanding. The $602,706 consists primarily of
undcrwriters and legal fees associated with the issuvance of
the Pollution Control Bonds and is being amortized based on
bonds outstanding.

Long term debt

Long Term Debt consisted of the following at December 31,
1984:

Mortgage Notes-FFB $343,365,000
Note Payable-Duke Power 6,150,931

Pollution Control Bonds 44,200,000

PLII5.931




SALUDA RIVER ELECTRIC COOPERATIVE, INC,
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Long term debt (Continued)

Mortgage Notes - FFB

These are mortgage notes payable to the Federal Financing
Bank (FFB) . The debt functions basically as a
line-of-credit and funds are borrowed as needed for
construction of the Catawba Nuclear Station. At December
31, 1984, wunadvanced loan funds of $165,905,000 were
available to the Cooperative under the current agreements.
Interest rates vary from 9.28% to 13.20%. Substantially all
assets of the Cooperative are pledged as security for <his
debt and, under the terms of the debt agreement, the
Cooperative is restricted as to the amount of patronage
credit which can be distributed and certain investment and
capital activities are restricted also.

Maturity dates on this debt range from February, 1985 to

December, 2016. The Cooperative has the ability and intent
to extend the maturity dates of the FFB notes which arec due
in 1985 and 1986. The note maturity dates may be extended
for varying lengths of time at the interest rates prevailing
on the date extended. The Cooperative will not be required
to make principal payments on the mortgage notes until 1988,

The cash proceeds of the mortgage notes are restricted for
the purchase of the Cooperative's interest in the Catawba
Nuclear Station.

Note Payable - Duke Power

On February 6, 1981, the Cooperative executed an unsecured
note payable to Duke Power Company in the amount of
$18,928,353, which represents the Cooperative's share of the
negotiated cost of transferred assets of the Catawba Nuclear
Station at that date.

The note was recorded by the Cooperative in 1983 at its face
value. The note is non-interest bearing until June, 1995
and should have been recorded at its present value in 1983,
In 1984, the recorded amount of the note was adjusted to
reflect the present value, resulting in a $13,416,281




SALU"NA RIVER ELECTRIC COOPERATIVE, INC,
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Long term debt (Continued)

Note Payable - Duke Power (Continued)

decrease in construction work in process and in notes
payable, At December 31, 1984, the note and related
discount, which is amortized using the interest method, were
as follows:

Note payable $18,928,353
Less discount (deferred
interest) 12,777,422

s 150,931

This note is to be paid in one bk ndred equal quarterly
payments consisting of principal and .nterest over a term of
twenty~five years. The first installment will be payable on
a date ten years after the date on which the first Catawba
Nuclear Station, whether Unit 1 or Unit 2, goes into
commercial operation. The expected completion date of the
Catawba Plant is June, 1985,

Interest shall only accrue after the due date of the first
installment on the principal amount and interest shall
accrue on the remaining unpaid balance at a rate equivalent
to an interest rate in the first long-term loan agreement
between the Cooperative and any other lender with regard to
the Catawba Nuclear Station. That rate has been determined
to be 11.118%, the equivalent of a long~term note executed
with the Federal Financing Bank with a maturity date of
December 31, 2015,

Pollution Control Bonds

On November 29, 1984, the Cooperative issued $44,200,000 of
30 year pollution control bonds. The funds are restricted
to pay or refinance the costs associated with certain
pollution control facilities at the Catawba Nuclear Station,
The bonds bear a variable semi-annual interest rate (6.375%
at December 31, 1984). The bonds are structured with
principal payments to be made each year beginning in 1994

«10»



SALUDA RIVER ELECTRIC COOPERATIVE, INC.
NOTES TO FINANCIAL STATEMENTS

DFCEMBER 31, 1984

Long term debt (Continued)

Pollution Control Bonds (Continued)

for $650,000 and escalating each year until $4,000,000 is
due on the maturity date in 2014,

Assets in construction work in process are pledged as
security for the bonds.

Under the terms of the bond issuance, the Cooperative was
required to expend all of the bond proceeds prior to
February 27, 1985 by prepaying certain of the FFB mortgage
notes payable. As a result of the prepayment of the notes,
the Cooperative will incur a prepayment penalty of
approximately $145,000,

The Cooperative also has unadvanced loan funds of
$12,000,000 available relating to commitments from the
National Rural Utilities Cooperative Finance Corporation.
The funds may be borrowed at any time during the twelve
months ended November 28, 1985. As of December 31, 1984, no
proceeds have been borrowed by the Cooperative under this
agreement.

In accordance with industry practice, portions of long~term
debt due within one year have not been segregated and
included under current liabilities.

Pension plan

The Cooperative participates in a defined benefit retirement
program sponsored by the National Rural Electrification
Association. The Cooperative's contribution for 1984 was
$18,794.

Operating lease

The Cooperative has a non-cancellable operating lease on the
land and building used for office premises. The original
lease term expires in June, 1985 but the Cooperative has
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SALUDA RIVER ELECTRIC COOPERATIVE, INC,
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Operating lease (Continued)

notified the lessor of its intention to exercise a five year
renewal option that is effective at the end of the original
term, The following is a schedule of estimated future
minimum rental payments on the lease which include payments
to be paid during the renewal period.

Year ending December 31:

1985 $ 25,200

1986 $ 25,200

1967 $ 25,200

1988 $ 25,200

1989 $ 25,200
Thereafter $ 12,600
$138,600

Total lease payments for 1984 were $27,700 of which B0% was
capitalized in construction work in process and 20% was
included in office expense.

Patronage Capital

Net margins are allocated to patronage capital accounts in
accordance with guidelines established by the Board of
Directors for each class of member., In 1984, patronage
capital of $3,693,063 was allocated to the five member
cooperatives on the basis of electric revenues received from
each member in 1984 compared to total electrical revenues
for the year. Patronage capital credits may be paid to the
Cooperative members at the discretion of the Board of
Directors except as restricted by the debt agreements
described in Note 7,

Taxable Status

South Carolina law exempts all electric cooperatives from
state income taxes; consequently, the Cooperative is exempt
from state income taxes. Whether or not a cooperative is

«lle



SALUDK RIVER ELECTRIC COOPERATIVE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1984

Taxable Status (Continued)

exempt from federal income taxes is a function of certain
tests under Internal Revenue Service Code Section 501(e) (12),
relating to the sources of revenue and is determined

annually. For the year ended December 31, 1984 Saluda River
is exempt from federal income taxes.
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SALUDA RIVER ELECTRIC COOPERATIVE, INC.
OFFICERS AND TRUSTEES
At December 31, 1984
J.A., Darby, President
Route 1 Box 63, Rock Hill, South Carolina 29730

J. David Wasson, Jr., Secretary-Treasurer
Route 3 Box 345, Laurens, South Carolina 29360

Joseph W, Mulholland, Manager
106 Wilderness Lane, Laurens, South Carolina 29360

Robert C., Carroll, Trustee
119 Hillside Drive, Gaffney, South Carolina 29340

Jack M, Gantt, Trustee
Route 2 Box 40A, McCormick, South Carolina 29835

Ralph Hendrix, Trustee
Route 15, Greenville, South Carolina 29607

Charles E. Dalton, Trustee
117 East Baker Street, Pickens, South Carolina 29671

D. W. Stribling, Trustee
Walnut Hill, Westminster, South Carolina 29693

Conway B, Sutton, Trustee
Route 8 Box 254H, Inman, South Carolina 29349

Joe L. White, Trustee, Vice President
200 Summit Drive, Abbeville, South Carolina 29620

R, O, Williams, Trustee
201 Oak Street, York, South Carolina 29745

Charles L. Compton, Attorney
Leftbank, Laurens, South Carolina 29360



SALUDA RIVER ELECTRIC COOPERATIVE, INC.
SCHEDULE OF CONSTRUCTION WORK IN PROCESS

As of December 31, 1984

Duke Power, Purchase of

Nuclear Facilities $242,865,538
Duke Power, Preliminary

Costs 18,928,353
Less discount of Duke

Note Payable (12,777,422)
Documentary Stamps on

Deed 78,220
Interest Expense

Capitalized 109,775,439
Interest Earned on Loan

Fund Investments (581,610)
Interest Earned on

Investments and

Reserves (73,940)
Interest Earned on

Pollution Control Fund

Investnents (262,316)
Administrative Expense 95,467
Engineering Fees 197,331
Management Salaries 280,650
Employee Benefits 116,197
Employee Payroll Taxes 15,489
Legal Fees 32,844
Office and Telephone 96,116
Insurance 8,972
Miscellaneous 118

Total Construction Work
in Process

$338.095,448



SALUDA RIVER ELECTRIC COOPERATIVE, INC.
CASH INVESTMENTS

AS OF DECEMBER 31, 1984

GENERAL FUND INVESTMENTS:

The Palmetto Bank,

7.0%

The Palmetto Bank,
Deposit #19844,

Laurens, S.C. SWEEP ACCOUNT,

Laurens, §.C,, Certificate of
@ B.60%, Due 3/31/85

The Palmetto Bank, Laurens, §.C,, Certificate of

Deposit #19653,

@ 11.00%, Due 4/29/85

Security Federal Savings and Loan, Laurens, §.C.,
Certificate of Deposit #1069-6519 @ 11,35%, Due

4/25/85

Security Federal Savings and Loan, Laurens, §.C.,
Certificate of Deposit #10645021 @ 9.25%, Due

1/22/85

Security Federal Savings and Loan, Laurens, §.C.,
Passbook #190135-5 @ 5.50%

TOTAL GENERAL FUND INVESTMENTS

Other General Fund Cash not invested

TOTAL GENERAL FUND CASH

LOAN FULID

"NVESTMENTS :

The Palmetto Bank, Laurens, §.C., SWEEP ACCOUNT,

7.00%

TOTAL LOAN FUND INVESTMENTS

Other Loan Fund Cash not invested

TOTAL LOAN FUND CASH

$1,200,200

2,000,000

1,000,000

300,000

100,000

6,035
4,606,235

21,810

$. 4,628,040

1 252,526

252,526

4,116
S lb.642




SALUDA RIVER ELECTRIC COOPERATIVE,
CASH INVESTMENTS
AS OF DECEMBER 31, 1984

(Continued)

POLLUTION CONTROL BOND FUND INVESTMENTS:
Cooperative Finance Corporation, Washington,
D.C., Certificate #84334151 @ 8.45%,
Due 1/31/85

The Palmetto Bank, Laurens, S.C., SWEEP ACCOUNT
g 7.00%

C & 5§ National Bank, Atlanta, GA, Certificate
#12A 1985 0228 @ 8.66%, Due 2/28/85

TOTAL POLLUTION CONTROL BOND FUND INVESTMENTS
Other Pollution Control Fund Cash not invested

TOTAL POLLUTION CONTROL BOND FUND CASH

INC,

$10,440,294

546,816

10,003,492

20,990,602

4,073,619
$25.064.22)




SALUDA RIVER ELECTRIC COOPERATIVE, INC.

ACCOUNTS RECEIVABLE

AS OF DECEMBER 31, 1984

Blue Ridge Electric Cooperative, Inc.
Broad River Electric Cooperative, Inc.
York Electric Cooperative, Inc.

Little River Electric Cooperative, Inc.

Laurens Electric Cooperative, Inc.

TOTAL

$1,374,391
513,111
963,891
307,145

1,062,668

$4.221,206




SALUDA RIVER ELECTRIC COOPERATIVE, INC.
PATRONAGE CAPITAL

AS OF DECEMBER 31, 1984

BLUE BROAD LITTLE
RIDGE LAURENS YORK RIVER RIVER TOTAL
Patronage Capital at
12/31/83 $ 664,079 §$ 480,594 $ 390,579 $237,034 $147,019 $1,919,305
Add Net Margin for
1984 1,224,214 950,483 821,152 467,099 230,115 3,693,063
Patronage Capital at
12/31/84 $1,888,293 $1,431,077 $1,211,731 $704,133 $377,134 $5,612, 36
Allocation % of 1984
net margin 33.2% 25.8% 22.2% 12.6% 6.2% 100%

The 1984 net margin was allocated based on each cocperatives' share of 1984 electric revenue.




Note
Number
F
F0135
FO0140
FOO01l6
FO145
F0O021
F0026
FO150
FO155
FO160
F0041
F0046
FO165
F0051
FO170
FO175
FOO056
FO0061
FO180
FO185
FO066
F0190
FOO071
F0076
FO195
F0O081
FOOBS
FO00S0
F0200
F0095
FO100
F0:05
FO110
F0205
F0210
FO215
F0220
F0225
F0023
FO1l15
F0235
F0240

SALUDA RIVER ELECTRIC COOPERATIVE,

SUMMARY OF FEDERAL FINANCING BANK

Date of

Note
83
2/15/83
3/01/83
3/02/83
3/31/83
4/01/83
5/01/863
6/01/83
6/30/83
8/01/83
8/03/83
9/01/83
9/01/83
9/30/83
9/30/83
11/01/83
11/02/83
12/01/83
12/01/83
12/29/83
1/03/84
1/31/84
2/01/84
3/01/84
3/02/84
4/02/84
5/03/84
6/01/84
4/02/84
7/02/84
8/02/84
9/04/84
9/30/84
5/0i/84
6/01/84
7/02/84
8/08/84
9/04/84
10/02/84
11/01/84
11/01/84
12/03/84

AS OF DECEMBER 31,

Interest
Term

Due Date

Variable
Variable
Variable
Variauable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable

2/01/85
2/15/85
3/01/85
3/02/85
3/31/85
4/01/85
5/01/85
6/30/85
6/30/85
8/01/85
8/03/85
9/01/85
9/01/85
9/30/85
9/30/85
11/01/85
11/02/85
12/01/85
12/01/85
12/29/85
1/03/86
1/31/86
2/01/86
3/01/86
3/02/86
4/02/86
5/03/86
6/30/86
6/30/86
7/02/86
9/30/66
9/30/86
9/30/86
9/30/86
9/30/86
9/30/86
9/30/86
9/30/86
12/31/86
12/31/86
12/31/86
12/31/86

1984

Interest
Rate
.590%
.785%
.326%
v Bi 1Y
.883%

9.873%
9.365%

10.020%

10.263%

11.004%

11,111%

11.150%

11.150%

10.624%

10.624%

10.604%

10,634%

10.653%

10.653%

10.828%

10,838%

10.565%

10.565%

10,965%

11.023%

11.558%

11.869%

12.955%

11.616%

13.081%

12.451¢%

12.490¢%

12.024%

11.947%

13.042%

13.197%

12.364%

12.490%

12.083%

11,150%

11.150%

10.536%

INC.

NOTES

Principal
$2,105.§55
1,810,000
1,670,000
2,812,638
9,782,000
4,354,000
740,000
1,270,000
10,225,000
3,415,000
1,900,000
3,610,000
5,637,000
7,000,000
11,150,000
3,454,000
1,728,000
1,000,000
2,811,000
11,760,000
8,640,000
1,106,000
960,000
2,565,000
4,907,000
7,042,000
1,793,700
2,915,000
11,700,000
8,646,000
2,350,000
4,367,000
8,892,000
2,330,000
3,095,000
12,427,000
700,000
3,525,000
9,400,000
2,250,000
900,000
3,080,000

11.118%
10.980%
11.092%
10.719%
10.535%

FOO11
FOU31
F0036
FO0120
F0125

2/06/83
6/01/83
6/30/83
12/01/82
12/30/82

12/31/2015
12/31/2015
12/31/2015
12/31/2016
12/31/2016

132,087,362
930,000
6,460,000
1,500,000
10,569,000

$343.,.3600,000

Fixed
Fixed
Fixed
Fixed
Fixed

TOTAL AMOUNT ADVANCED
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0\ A MEMBER OF ARTHUR YOUNG INTERNATIONAL

ARTHUR YOUNG O O g i

The Board of Directors
Piedmont Municipal Power Agency

We have examined the accompanying balance sheet of Piedmont
Municipal Power Agency at December 31, 1984 and the related
statements of revenues and expenses and changes in retained

l earnings, and changes in financial position for the month then |
ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests ;

] of the accounting records and such other auditing procedures as ‘
we considered necessary in the circumstances.

}

In our opinion, the financial statements mentioned above present
fairly the financial position of Piedmont Municipal Power Agency
at December 31, 1984, and the results of its operations and
changes in financial position for the month then ended, in
conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding period.

April 19, 1985 ?




PIEDMONT MUNICIFAL. POWER AGLECY
BALANCE SHEET
DECEMEEK 31, 1984

($ in thousands)

ASSETS RETAINED BARNINGS AND LIABILITIES
Utility plant (Notes 2 and 7): Retained earnings (Note 7) s 101
Electric plant in service s 2
Construction work in process 461,945 Loug~-term debt (Note 4):
Nuclear fuel in process 13,488
375,435 Electric Revenue Bonds-Series 1984 £30,000
Less: accumulated depreciation 1 Unamortized discount ( 23,44))
Net utility plant 475,434 506,557
Electric Revenue Notes Seriec 1984 200:000
.
Restricted funds (Note 3):
Construction fund 95,673 Restricted fund liabilities:
Construction interest fund 55,180
Bond reserve fund 66,717 Construction fund:
Note fund 17,540 Accounts payable 282
Working capital fund 313 Refunds due member
" 229,423 municipalities (Note 7) 2,169
Note payable, net (Note 5) 12,967
Current assets - cash 6
Accrued interest:
Electric Revenue Bonds-Series 1984 4,587
Unamortized debt issuance costs, net of Electric Revenue Notes-Series 1984 1,458
accumulated amortization of $148 (Note 2) 22,095 ”.ZH
Organization costs net of accumulated
amortization of $2 (Notes 2 and 7) 1,164
$ 228,022 $228.122

See accompanying notes.

g

}



PIEDMONT MUNICIPAL POWER AGENCY

STATEMENT OF REVENUES AND EXPENSES AND
CHANGES IN RETAINED EARNINGS
FOR MONTH ENDED DECEMBER 31, 1984

($ in thousands)

Revenues (Note 2)

Expenses (Note 2)

Amortization of organization costs

Net income (loss)

Retained earnings (deficit),

beginning of the period $ (287)

Correction of advances from
members (Note 7) (2,169)
Correction of expenditures (Note 7) 2,359
360

Adjusted beginning retained
earnings

Retained earnings end of
the period

See accompanying notes.
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PIEDMONT MUNICIPAL POWER AGENCY

STATEMENT OF CHANGES IN FINANCIAL POS
FOR MONTH ENDED DECEMBER 31, 198

($ in thousands)

Funds were provided by:

Net loss $
Ttem not affecting working capital
in the current period:
Amortization
Working capital provided by operations

Proceeds from issuance of electric
revenue bonds and notes

Increase in restricted liabilities

Funds were applied to:

Additions to construction in process

Additions to nuclear fuel in process

Increase in restricted funds

Debt issuance costs, net

Additions to organization costs

Discount on bonds, net
Discount on note, net

Increase in working capital
Changes in components of working capital:
Increase (decrease) in current assets:
Cash
Increase (decrease) in current liabilities:
Accounts payable

Increase in working capital

ITION

B

(2)

730,000
20,144
750,144

460,574
13,488
229,423
22,058
15
23,443
848

749,849

— )
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PIEDMONT MUNICIPAL POWER AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1984

( $ in thousands)

Description of the entity

Piedmont Municipal Power Agency (the Agency) was incorporated
in 1979 under the South Carolina Joint Municipal Electric
Power and Energy Act. The Act was adopted in April, 1978 to
enable municipalities in northwestern South Carolina to form a
joint agency to plan, finance, develop, own and operate
electric generation and transmission facilities. The Agency
is composed of ten member municipalities located in
northwestern South Carolina and represents the member
municipalities in dealings with Duke Power Company (Duke). It
is estimated that in June, 1985, the Agency will begin to
receive power from its generating resources and to purchase
power from Duke for sale to the member municipalities.

In order to secure a reliable source of power for their
consumers, these members, through the Agency, purchased a 25%
undivided ownership interest in Duke's Catawba Nuclear Station
Unit 2 and its initial fuel core. The preliminary estimate of
the total cost to the Agency is $526,564 and the estimated
completion date is June, 1987.

Significant accounting policies

Basis of accounting - The accounting records of the Agency are
maintained on an accrual basis in conformance with the Federal
Energy Regulatory Commission's Uniform System of Accounts and
generally accepted accounting principles.

Utility plant - The construction work in process and nuclear

fuel in process are for the Catawba Nuclear Station Unit 2
explained in Note 1. In addition to capitalizing all
construction related expenditures, the Agency capitalizes all
operating expenditures that contribute indirectly to the
construction. The Agency also capitalizes net interest cost
on borrowings used to finance the construction. Total net
interest cost capitalized for the month ended December 31,
1984 was $1,813. Electric plant in service is recorded at
cost and depreciated on the straight-line basis over its
estimated useful life.

Unamortized debt issuance costs - Unamortized debt issuance
costs are amortized on the bonds outstanding method.

-5~
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PIEDMONT MUNICIPAL POWER AGENCY
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 1984

($ in thousands)

Significant accounting policies (Continued)
Organization costs =- Organization costs are amortized on the
straight-line method over a period of 40 years.

Discount on bonds payable - The discount on the bonds payable
1s being amortized on the bonds outstanding method.

Income taxes -~ The Agency is exempt from federal and state
income taxes.

Restricted funds

Restricted funds were established by the Agency, in accordance
with the respective bond and note resolutions, to account for
proceeds of the bond and note issuance and are restricted by
the resolutions for payment of construction costs, debt
service, and other specified purposes.

The restricted funds consist of the following assets stated at
cost, which approximates market:

Accrued

Short-term Interest
Cash Investments Receivable Total
Construction fund $ 36 $ 95,411 $ 226 $ 95,673

Construction

interest fund ~ 55,044 135 55,179
Bond reserve fund 58,259 2,442 60,718
Note fund - 17,500 40 17,540

Working capital
fund 313

The Agency 1is required by the bond resolution to maintain
minimum balances in each of the restricted funds. At December
31, 1984, the amounts in each of the restricted funds were
greater than cor equal to the required minimum balances.

-

.

B - 313
$ 366 $226,214 $2,843 $229,423




PIEDMONT MUNICIPAL POWER AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1984

($ in thousands)

Long-term

Electric Revenue Bonds

in December, 1984, the Agency issued $530,000 of Electric
Revenue Bonds, Series 1984 at an original issue discount of
$23,500 for the purpose of financing the Agency's investment
in Catawba Nuclear Station Unit No. 2, described in Note 1.

The bonds are special obligations of the Agency and are
secured by future revenues as defined by the bond resolution
and other monies and securities pledged under the bond
resolution, including the Bond Reserve Fund. Under the terms
of an existing insurance policy, the payment of principal and
interest on the bonds maturing on January 1, 2019 is
guaranteed,

The bonds bear a semi-annual interest rate ranging from 7% to
11% with maturity dates ranging from January 1, 2004 to
January 1, 2025. The bonds are redeemable at the option of
the Agency at prices ranging from 103% of the bond principal
amount in 1995 to 100% in 1998 and thereafter.

The following is a summary of the principal debt and sinking
fund requirements for the bonds payable at December 31, 1984:

Year Ended Year Ended

December 31 Principal December 31 Principal
1996 TT_L,lss 2011 $12,880
1997 3:510 2012 13,950
1998 3,890 2013 15,115
1999 4,315 2014 16,430
2000 4,785 2015 18,290
2001 5,305 2016 20,210
2002 5,880 2017 22,330
2003 6,520 2018 24,675
2004 7,230 2019 26,960
2005 8,015 2020 32,285
2006 8,670 2021 35,835
2007 9,380 2022 39,775
2008 10,150 2023 44,155
2009 10,990 2024 49,010
2010 11,895 2025 54,400

=P
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($ in thousands)

Long-term debt (Continued)

Electric Revenue Notes

In December, 1984, the Agency issued $200,000 of Electric
Revenue Bond Anticipation Notes, Series 1984 for the purpose
of financing the Catawba Nuclear Station Unit No. 2,
described in Note 1.

The notes are special obligations of the Agency and are
secured by a lien on future revenues as defined under the
note resolution.

The lien on revenues securing the notes is subordinate to the
lien on revenues securing payments required under the bond
resolution. The notes are further secured by irrevocable
letters of credit which are in amounts sufficient to pay the
principal of the notes plus 7 months' accrued interest. No
borrowings under the letters of credit have occurred as of
December 31, 1984.

The notes consist of two principal amounts of $100,000 which
bear semi-annual interest rates of 8.5% and 9% and mature on
January 1, 1988 and 1990, respectively. These notes are not
subject to optional redemption by the Agency prior to
maturity.

Note payable - Duke Power

On December 20, 1984, the Agency executed an unsecured,
non-interest bearing note payable to Duke Power Company in
the amount of $13,817 which has been discovnted using an
assumed interest rate of 12%. The original discount of
$920 has been amortized to a balance of $849 &L December 31,
1984. The note represents the Agency's share of the
negotiated cost of assets transferred (as defined) from Duke
Power to the Agency of the Catawba Nuclear Station Unit 2 at
that date and is to be paid in full on the date on which the
first Catawba Nuclear Station, whether Unit 1 or Unit 2, goes
into commercial operation. The expected operational date of
Catawba Nuclear Station Unit 1 is June, 1985.
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($ in thousands)

Commitments

Prior to the date of commercial operation of Catawba Nuclear
Statior Unit 1 or Unit 2, whichever first occurs, the Agency
is required to establish and deposit into a Reserve and
contingency Fund 50% ($3,027) of the Reserve and Contingency
Fund Requirement. The balance of the requirement ($3,027)
will be deposited prior to commercial operation of the second
unit of the Catawba Nuclear Station. The proceeds of current

or future bond issuances will be used to fund the Reserve and
Contingency Fund.

The Agency has entered into various agreements with Duke
Power Company and the Agency's members for the purchase and
sale of electric power, the exchange of capacity, and tha
operation of The Agency's interest in Catawba Nuclear Station
Unit 2. The commitments under these agreements will become

effective when commercial operation of the Catawba Nuclear
Station Unit 1 begins.

Correction of prior period accounts

During the period from inception to December 1, 1984, the
Agency received $2,169 from the ten member municipalities.
These advances and related expenditures were recognized as
revenues and expenses in the financial statements covering
that period. Retained earnings as of December 1, 1984 have

been restated to reflect the advances as a liability of the
Agency.

The expenditures relating to the advances were for
organization of the Agency or construction of Catawba Nuclear
Station Unit 2. As of December 1, 1984, construction work in
Process,debt issuance costs, organization costs, and retained
earnings were adjusted to reflect the capitalization of these
expenditures. The expenditures were capitalized in
organization costs, debt issuance costs and construction work
in process at amourts of $1,151, $37 and $1,372 respectively.



