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General Manager’s Report
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Concordia Electric
Cooperative, Inc
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Dixie Electric Membership
Covporation
Robert L. Harbour, Jr., Baton

Rouge
A. C. Roux, Ju, Prairieville

de Cordova

Cooperative, Inc.
). H. de Cordova, Jennings

Charles M. Davis, jennings

Northeast Louisiana
Power Cooperative, Inc.

John E. Randall, Newellton

John C. Tucker, Winnshoro

Pointe Coupée Electric
Corporation

Richard Glynn, Venrress

J. M. Holloway, Maringouin

Louth Louisiana Electric
Cooperative Association

Douglass Talbot, Houma

Buford Aucoin, Amelia
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CAJUN ELECTRIC POWER COOPERATIVE, INC.
MEMBER COOPERATIVES’ STATISTICAL INFORMATION
PERIOD ENDING: DECEMBER 31, 1984
($ THOUSANDS)
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Boards of Directors of Distributionn Cooperatives, 1984

Beauregard Electric Cooperative, Inc.

Almon R. Cole, Interim Manager, Pitkin
Edward Fontenor, President, Kinder

Homer C. Beeson, Vice President, Pitkin

Leon Stracener, Secretary/ Treasurer, Sugartown
James Ballard, Lake Charles

Ed Brandt, DeRidder

Eva W. Casev. Fields

James H. Hardin, Leesville

Mike Pigott, Sulphur

Larry W. Stephenson, Lake Charles

Bossier Rural Electric Membership
Corporation

James H. Roach, Interim Manager, Benton
Donny M. Hood. President, Benton

C. A. Rodgers, Vice President, Plain Dealing
Dianne Beard, Secretary Treasurer, Elm Grove
Q. B. Mitchell, Diwline

Sheila T. Durbin. Princeton

Suzan Murphy, Diwline

Gerald R. Robinette, Cousharta

Freddie E. Mernirr, Ringgold

Joe Caplis Jr., Bossier City

Claiborne Electric Cooperative, Inc.

Elmer | Poss, Manager, Homer

James 8 Wade, President. Farmerville

Ralph Harmon, Vice President, Homer

A. . Smith, Secretary Treasurer, Havnesville
G. F Thomas, Havnesville

C. Q. Brown. Farmerville

David Sanders, Minden

He: Elkins, Spearsville

Lonnie Mizell, Heflin

Leroy Perritr, Arcadia

Concordia Electric Cooperative, Inc.

Edwin E. Graves, Manager, Monterey

L. C. Coon, President, Jena

W. T. McMillan, Vice President, Jonesville
W. W Martin, Secretary, Jonesville
Darrell Welch, Treasurer, Vidalia

Ann Barron, Sicily Island

Giraule Bird, Sicily Island

Keith Ford, Ar awell

W. D. Hackney, Harnisonburg

Preston Welch, Monterey

Dixie Electric Membership Corporation

Robert L. Harbour Ir., Manager, Baton Rouge
A. C. Roux Jr., President, Prairieville

Helen B. Carter, Vice President, Greensburg
Lassie McCall, Secretary/Treasurer. Springheld

Cynil “Cy” Barrios, Baton Rouge
James E. Lott, Albany

Ross Maggie, Slaughter

Dallas Matthews, Ethel

Freddy Metz, St. Francisviile
lack Y. Millican, Baton Rouge
T N. Samuel, Zachary

Carrie L. Thomas, Chinton
Donald B. Williams, Pine Grove
Eugene O. Traylor, Hammond

Lerow 8. Zeller, Walker

Jefferson Davis Electric Cooperative, Inc.

I. H. de Cordova, General Manager, lennings
loseph L. Tupper St., President, Elton
Eugene C. Todd, Vice Preadent, Welsh

Charles M. Davis, Secrerary Treasurer, Jennings

Richard J. Byler, Lake Arthur
Sidney Derouen, Bell Ciry

W. E Henry Jr.. Cameron
Crarner Nunez, Grand Chener
Louis Q. Trahan Ir.. Guevdan
Charles S, Hackerr, Bell Ciry

Northeast Louisiana Power
Cooperative, Inc.

John € Tucker, Manager. Winnshoro

john E. Randall, President, Newellton

E. W Parrick, Vice President, Lake Providence
Ray Bryvan, Secretary Treasurer, Winnshor
George A, Price. Winnsbor

Corlis L. Henry, Rayville

Roy W Mclntyre, Delhi

Michael E. Kilpatrick, Pioneer

Rudolph M. Elkins, Oak Grove

Lum Day, Bastrop

Pointe Coupeée Electric Membership
Corporation

Joseph H. Cotten Jr., Manager, New Roads
. M. Holloway, President, Maringour
Richard S. Glynn, Vice President, Venrress
Ernest Swanson, Treasurer, Port Allen

Mrs. Frank H. Rice, Secretary, Batchelor

L. ¢ Crochet, Labarre

Mrs. Bernice Chustz, Batchelor

McVea “("\' n, ll'”\\h'”h

South Louisiana Electric Cooperative
Association

Edgar P. Benowt, Acting Manager. Houma
Douglass Talbot, Presdent, Houma
Butord Aucoin, Vice President, Amelia
David Luke, Secretary, Houma

Hilda Brien, Treasurer, Houma
Cleveland Daigle, Gray

Margaret Ledet, Raceland
Norris Andras, Morgan Ciry
Brian River, Gheens

Nick Messina, Houma
Llovd Gibson, Cabsor

Southwest Louisiana Electric Membership
Corporation

Herman | Kesel, General Manager, Latayette
M. W Scanlan, President, Church Point
Clark Gray, Secretary, Crowley

Dave Aymond, Treasurer, Latiyette
Laura Berard, Breaux Bridge

Dennis | Broussard, Kaplan

lacques Campbell, Guevdan

William R. Huval, St. Marninville
Dewey Ledoux Jr; Opelousas

Jerry B Meaux, Lataverre

H. E Young Ir., Opelousas

Teche Electric Cooperative, Inc.

Arthur | "u"!l"‘ \1.«!‘,0..’('! Jeanerette
Harold 1. Junca Se., President, Frankhin
Joseph M. Davis Ir., Vice President, Jeanerette
Anthony Donald Sigue, Secretary, Jeanerette
Dolan P Kleinpeter, Treasurer, New Ibheria
Roland | Stansbury St leanerertre

Antoine S. Luke, Frankhin

Ernest Metz, Franklin

Richard Legnon, Franklin

Ernest Frevou, New [heria

lackie Judice, New lheria

Llowvd Berard. St. Martinville

Valley Electric Membership Corporation

Homer Cox, Manager, Natchiroches

G A Fletcher, President, Montgomery
William S. Wren, Vice President, Cousharta
Elbert Gass, Secretary Treasurer, Hombeck

| C. Miley, Campri

Orris Lewing, Many

P E. Cloutier Jr., Narchitoches

'l hin G, Burtord 'l’ Ciloster

Washington-St. Tammany Electric
Cooperative, Inc.

Lyle Esllingsworth, General Manager, Franklinton

. T. Woand, President, Talisheek

loe Laied, Vice President, Folsom
Alcous Stew rt, Treasurer, Bogalusa
Clitton Fauntieroy, Secretary, Bush

I 1. Warner |r., tranklinton

Lenard Moran, Lacombe

Rev. Reuben Cornist, Mount Hermon
Ernest Branch, Angie

WA Ports, Kentwood



Ernst &Whinney 726 Louisiana National Bank Building

Baton Rouge, Lousiana 70801

S04/383-0166

Board of Directors
Cajun Electric Power Cooperative, Inc.
Baton Rouge, Louisiana

We have examined the balance sheets of Cajun Electric Power Cooperative, Inc. as of December 31, 1984
and 1983, and the related statements of revenue and expenses, changes in equity and margin and
changes in financial position for the years then ended. 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 Cajun
Electric Power Cooperative, Inc. at December 31, 1984 and 1983, and the resuits of its operations and the
changes in its financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.

éMVWAva?

Baton Rouge, Louisiana
March 8, 1985



BALANCE SHEETS

CAJUN ELECTRIC POWER COOPERATIVE, INC.

UTILITY PLANT - Notes B C ana F
Electric plant in service
Construction-in-progress

Less accumulated depreciation

Electric plant held for future use

OTHER PROPERTY AND INVESTMENTS
Nonutility property
Restricted funds held by trustees — Note F
Other restricted funds — Note E
Investments in associated organizations - Notes D and F
Notes receivable from associated organization

CURRENT ASSETS
Cash
Certificates of deposit
U.S Government investments
Accounts receivable - electric customers (including amounts due from
nonmembers of $1.254. 716 in 1984 and $191 072 in 1983)
Accounts receivable — other
Fuel and supplies inventories ~ Note K
Prepayments
Other

DEFERRED CHARGES - Notes £ ana ©

EQUITY AND MARGIN
Memberships
Patronage capital credits
Donated capttal

LONG-TERM DEBT, less cur~* puron - Note F
SHORT-TERM DFRT cXPECTED TO BE REFINANCED "iote G
CUHHEN I LIABILITIES
Notes payable — Jackson Bank for Cooperatives — unsecured
Notes payable - National Rural Utilities Cooperative Finance Corporation -
unsecured
Accounts payable - general
Accounts payabie - construction, including contract retainage of $3.072,484 in
1984 and $10.831.401 in 1983
Accrued interest and other expenses
Current portion of long-term debt - Note F

DEFERRED CREDITS  Nowe L
COMMITMENTS AND CONTINGENCIES "o

See notes to financial statements
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December 31

1984 1983
$1.178.834.774 $1.162,470,923
1.261.244 64 982,583,246
2.440.078.938 2,145,054 169
G8.280 029 61,794,283
2.341,.798 909 2.083.259.886
380,126 380.126
2.342.179.035 2.083.640.012
685.079 713.142
43,549,417 2.144 879
17,189,135 27.357.861
63,185,776 55.474,180
240.000 255.000
124.849 407 85,945,062
618 169 194 342
343177 218,863
59,137.851
26,392 023 26,799,788
10,825,335 6,672 266
56394 424 55.930.504
741,041 402,910
1.144.043 1,387,089
96.458,212 150844 613
14€ 804 760 116,211,642
$2.712.291.414 $2.436 641 329
$ 1.300 g 1,300
23,903 139 17,683,139
405 842 405,942
24,310,381 18.090 381
2577.710.542 2.131 522 889
5284 346 31,084,370

18611.198

3461 324 16.745.670
99 060 657,710
3,101,373 50619107
32 036,313 68,139 365
12 684 548 62,211,791
69 993 816 198,373,643
34 992 329 57 570,046
$2.712291414  $2.436.641,329




STATEMENTS OF REVENUE AND EXPENSES
CAJUN ELECTRIC POWER COOPERATIVE, INC.

Year Ended December 31
1984 1983

OPERATING REVENUE

Sales of electric energy — Note B $ 305459713 $ 271433109
Proceeds from amendment of gas purchase contract - Note J 15.891.000 38,700,000
Other : 8.474 556
329,825,269 310,133,109
OPERATING EXPENSES
Power production
Fuel — Note K 134 564 305 104.388,737
Operations and maintenancs 18,906,621 16,623,395
Purchased power 14 448 622 21,869,829
Other power supply expenses — Note B 301,288 25,603,225
Transmissicn 20.865.698 19,983,168
Administrative and general - Note | 4,197,460 4,036,293
Depreciation ang amortization — Note B 35.989 602 24 973,934
Taxes. other than income 1,627,671 1,273,622
Interest - Note F 122 .536.816 93,707,394
Other deductions - Note E 973.060 3,284 557
Current provision for income taxes - Note H 1,996,774
354,411,143 317,740 928
OPERATING DEFICIT A (24 585.874) (7.607.819)
NONOPERATING MARGIN
Interest, ren's and leases 92,589 865 6,508,959
Other income 727,350 52,145
Extraordinary item
Sale of tax benefits — Note L 20,488 659 8.322,789
. 30.805.874 14 883,893
NET MARGIN $ 6,220.000 $ 7,276,074
STATEMENTS OF CHANGES IN EQUITY AND MARGIN
Years Endec December 31, 1984 and 1983
Prior
Patronage Period
Member- Capital Net Margin Donated
~ ships ‘ Credits (Deficit) Capitai Total
BALANCE JANUARY 1, 1983 $1,300 $15.783,139 %(5.376,074) $405 942 $10.814.307
Net margin for the year 1,900,000 5376074 7,276,074
BALANCE DECEMBER 31, 1983 1.300 17,683,139 405 942 18,090,381
Net margin for the year 6.220,000 6,220,000
BALANCE DECEMBER 31, 1984 $1.300 $23.903,139 $ $405,942 $24 310,381

Sae notes to financial stslements




STATEMENTS OF CHANGES IN FINANCIAL POSITION

CAJUN ELECTRIC POWER COOPERATIVE, INC.

FUNDS WERE PROVIDED BY
Net ma gin
Add items not requiring a current outlay of funds
Depreciation expense
Amortization of deferred charges

TOTAL FROM OPERATIONS

Issuance of long-term debt

Decrease in nonutility prperty

Cecrease in other restricted funds

Increase in deferred creqits

Increase in short-term debt expected to be refinanced
Decrease in notes receivable

FUNDS WERE APPLIED TO
Increase in ulility plant - net
Increase in investments
Increase in restricted funds
Increase in other restricted funds
Increase in deferred charges
Decrease in short-term debt expected (0 be refinance?
Decrease n deferred credits
Reductions in long-term debt

INCREASE (DECREASE) IN WORKING CAPITAL

CHANGES IN COMPONENTS OF WORKING CAPITAL
Increase (decrease) in current assets
Cash, certificates of deposit and U S Government investments
Accounts receivable
Fue! and supplies inventories
Prepayments
Other

(Increase) decrease in current habilities
Nntes payable
Accounts payable
Accrued interest and other expenses
Current portion of long-term debt

INCRFASE (DECREASE) IN WORKING CAPITAL

See notes to financial statements

20

Year Ended December 31

1984 1983
$ 6.220,000 $ 7276074
35468 673 24973934
1,519 463 5,483,277
43,208,136 37,733,285
535,985 000 305.827.000
28.063
10.168.726
55,936,805
31.084 370
15.000
546,196.789 430,581,460
294 007 696 331,293,686
7,711,596 6.577 833
41,404 538 2.034.355
27.357 861
34.112 581 41,698,045
25,800,024
22577717
L 89.797.347 117,330,122
_ 515.411,499 526.291,902
$ 73993426 $ (95,710442)
$ (58.689,710) $ 54567319
3.744 304 (9.096.948)
463,920 (78.070,379)
338,131 28,699
(243.046) 1.120.691
(54.386,401) (31.450,718)
(5,326.852) 44,292 858
48 076.384 (11,048,159)
36.103.052 (38,626.627)
49 527,243 (58,878.396)
128,379.827 (64,260,324)
$ 73993426 § (95,710,442)




NOTES TO FINANCIAL STATEMENTS
CAJUN ELECTRIC POWER COOPERATIVE, INC.
December 31, 1984

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

Method of Presentation: The accompanying hnancial statements
have been prepared in accordance with generally accepted accounting
principles, including those prescribed by the United States
Department of Agriculture Rural Electnhcation Admmnistration
(REA).

Electric Plant in Service: Electric plant in service 1s stated on the
basis of cost. Depreciation is computed on the straght-line method
over the expected useful lives of the relared component assets

Construction-in-progress: Construction-in-progress is stated on the
basts of cost, which includes interest on borrowed funds and
allowance for tunds used during construction, adjusted for costs
allocable to joint participation agreements and, duning the resting
phase of construction. certain operanng expenses oftset by a portion
of the sales of test energy generated

Investments: The terms of inancing arrangements with National
Rural Unilities Cooperative Finance Corporation (NRUCFC)Y and
Jackson Bank for Cooperatives (IBC - formerly the New Orleans Bank
for Cooperatives) require investment in capital term certibicates and
Class “C” stock. respectively. These investments are carried at cost in
the accompanving tinancial statements together with undistributed
patronage capital from these organizations.

The Company allocates patronage received trom associated
organzanions to assets and expense in the same ratio as the interest
pawd 15 capitalized and expensed respecrively.

Fuel and Supplies Inventories: Fuel and supplies mventones are
stated at cost. A con.sination of the first-in, first-out and average cost
methods are used for tuel inventories. The average cost method 1s
used for supplies inventory

Deferred Charges and Credits: Deterred charges represent costs
mncurred which, under generally accepted accounting principles, are
recoverable from future revenues. Deferred charges consist primanly of
the costs of development and operation of electrical generating
tacilities (including costs associated with common facilities and
resulting from stockpiling fuel inventory) prior to commercial
operation status and/or thereatter, but betore the tacilities achieve full
capacity, or as otherwise specifically approved by the REA. These
costs are being amortized over periods prescribed by REA which
generally do not exceed 15 vears. Deterred credits consist primanily of
proceeds received in a sale of the rax benehts associated with certain
assets of Big Cajun No. 2, Unit 3 (see Note L). These proceeds will
be recognized in future peniods in accordance with the rate making
policy as determined by the Board of Directors of the Company.

Income Taxes: Certain revenue and expense items are recogruzed in
different periods for hnancial reporting and income tax purposes, thus
giving rise to timing differences. Deferred income taxes are provided
on these timing differences which are principally depreciation on
electric plant in service, income and deductions related to the
additions to and amortization of deferred charges and credirs, and the
sale of rax benehts.

The Company uses the flow-through method tor recognizing
investment tax credits.

Patronage Capital Credits: The Company is organized and operates
on a nonprofit basis. Patronage capital credits represert that portion
of the Company's retained net margins which have been assigned to
member cooperatives. As provided in the Company's bylaws, all

amounts recerved trom the turnishing of elecrnc energy in excess of
the sum of operating costs and expenses and amounts reguired o
oftset any current vear losses are assigned to membery patronage
capital credit accounts on a patronage basis, or, at the discrenon of
the Board of Direcrors, these amounts may be ottser against losses of
any prior fiscal year: All other amounts receved from its operations in
excess of costs and expenses are used to oftser losses incurred duning
the current or any prior hscal vear an o the extent nor needed
theretor are assigned to members on a patronage basts. As of
December 31, 1984, no retirements of patronage capital credits have

bee  made

Reclassification: Certain reclassticanions of 1983 amounts have been
made to conform with the 1984 presentation

NOTE B - ELECTRIC PLANT IN SERVICE
Electric plant in service consists of the tollowing:

1954 1983

Electric plant in service:
Production

General plant

$1,171.030.336
7.804.438

$1.178,834,774

$1,154,918,951
7,551,972

$1.162,470,923

Big Cajun No. 2, Unit 3, a coal-tired facility, was declared to have
achieved commercial operation status on December 31, 1983 and the
Company's share of its cost 15 included in electric plant in service in
the accompanying balance sheet. The Company's cost of Unit 3 was
reduced by a portion of sales of test energy generated during the
testuing phase of Unit 3. Sales of test energy generated are recorded as
sales of electric energy and a portion thereof, in the amount f
$25,535.000 as measured by the related cost of fuel consumed, was
charged to other power supply expense with an offserting reduction to
the facility cost. Thus facility was constructed under a joint ownership
and participation agreement with Gulf States Utilities Company
(GSU) whereby the Company was responsible for financing and
managing construction of the project and GSU participated in 42%
of the cost of consrruction and ongoing operation of the facility and
certain common facilities in return for a similar percentage of future
plant output.

The net change in accumulared depreciation 1s as follows:

1954 1953
Charged to operating expenses  § 35468673 § 24,973,934
Deterred depreciation:
Fuel inventories ~
coal handling equipment 1,276,438 1,041,299
Common facilities
attributable to
CONSEIUCTION-IN-PIOZress 926,090
Orher 470,068
36,745,111 27,411,391
Less asset disposals (259,365) (493,091)

36485746 $ 26,918,300
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NOTE C - CONSTRUCTION-IN-PROGRESS

Construction-in-progress consists of:

[9=4 1983
River Bend, Unuit | $1,140,432,671 % 880,133,060
Big Capun Oxbow, Unur | 108,052,646 88,925,573
Orther 2,758,847 13,524,613
$1.261,244,164 $ 981583246

River Bend. Unit 1, a nuclear facility. is being constructed under a
joint ownership and participation agreement with GSU, whereby
GSU s responsible for inancing and managing construction of the
project and the Company will share in 30% of the cost of
construction and ongotng operation of the facility in return for a
similar percentage of future output. The estimated cost to the
Company to complete construction of its portion of River Bend s
$305,000,000 at Decemnber 31, 1954, including $30,000,000 of post
commercial operation deterred pavments. The Company intends to
finance these completion costs through loans guaranteed by the REA,
including the Federal Financing Bank (FFB) and the IBC. At
December 31, 1984, the Company had available and unadvanced FFB
and IBC loan commitments and restricted funds held by trustees tor
poellution control bonds rotaling $268,000,000. Under the
contractual terms of its agreement with GSU, the Company 1s
obligated to use its best efforts to obtain the additional financing.

The Company and GSU have also agreed that GSU will buy back a
portion of the Company's proportionate interest in the aggregate
capacity and output of River Bend. Unit L. in tages following the in-
service date ot the facihty. This agreement calls for GSU to purchase
the entire first vear capacity and outpur to which the Company 1s
entitled.

The Company and GSU have entered into a Financial Options

Con act dated November 3, 1980 which provides in pare thae if the
Comy any defaults under the River Bend Agreement, GSU can
require the Company to purchase GSU's interest in Big Cajun No. 2,
Unit 3, to the extent of the amount of the Company's River Bend
default. The agreement has a contra provision related to GSU detault
under the Big Cajun No. 2, Unit 3 agreement whereby the Company
can require GSU' 1o purchase the Company's interest in River Bend to
the extent of the smount of GSL" Unir 3 defaule.

Big Capun Oxbow, Unit 1 is a planned Lignite-fired faciity, Cosr
incurred to date, which aggregares $105,000.000, consists primarily of
land acquisition, preliminary survevs and investigations, plant Jesign,
turbine generatur and associated pumps and capitalized interest.
Subsequent to December 31, 19584, the Company decided to defer
development of this project and has determined that certam facility
costs, aggregating approximately $99 000,000, have no future benefit,
These costs, less salvage value, will be deferred and amortized
beginning in 1985 over a period not to exceed 15 years in accordance
with the rate making policy as determined by the Board of Directors
of the Company and with the approval of the REA. The land 15
retained as the site tor the deferred generating tacility.

Orher construction-in-progress consists primartly of new transmission
facilities and general additions to existing plants. The estimated cost
to complete these projects and certain ne-service projects

$20,000.000.

NOTE D ~ INVESTMENTS IN ASSOCIATED
ORGANIZATIONS AND OTHER RELATED
PARTY TRANSACTIONS

Invesrments in associated organations consist of
i

1984 1983

Natonal Rural Urihities
Cooperative Finance

Corporanon § 9,656,087 § 7,604 Ux4
Jackson Bank tor Cooperatives 53,476,004 47,761,690
Western Fuels, Inc. 1,000 .o
Orher 52,685 46,506

$ 63185776 % 55,474,180

The Company’s investments in the NRUCFC and IBC are
substantially pledged to secure certam borrowings trom those
organizations. The investment in Western Fuels, Inc. is carned ar
cost, Earnings or losses of Western Faels, Inc. attributable to the
Company “re, in the opinion of management, immaterial,

NOTE E - DEFERRED CHARGES

Deferred charges at December 31, net of accumulated amortization,
consist of the following:

1Us4 1983
Interest on excess coal $ 66454254 $ 51,818,395
Charges tor nondelivery ot
coal 41,371,245 26,991,694

Losses resulting from decrease
in Bru content of stockpiled
coal 13,816,709

Depreciation and interest on
common tacilities at
Big Cajun
No. 2 allocable to Unit 3

Prelimuinary surveys and
investigations and other

13,816,709
12,573,577 15,849 146

14,588,975
$ 148804760 %

6,735,698
116,211,642

Ettective January 1, 1984, the Company, with the approval of the
REA, suspended unnl 1986 the amortization of deterred charges
refating to interest on excess coal, charges tor nondelivery of coal and
losses resulting trom a decrease mn Bre content of stockpiled coal.

During 1953, the Company abandoned two generation facility
projects. Accumulated prelimimarny survey and investigation coses
totaling $2,578, 000 associated with these projeces have been included
in other deductions in the accompanying hnancial statements

Orther restricted tunds included in other property and investments
consist of LIS, Government invesrmenits totaling $17. 189,135 ac
December 31, 1984 which are restricted to the pavinent of additional
charges for nondelivery of coal and the repavment. beginning in
1985, ot certain FFB notes pavable related to the hnancing of
Pf&’\'lml‘lh stml&pﬂcd excess coal

NOTE F ~- LONG-TERM DEBT

Long-term debt consists of the tollowing

1984 (983
Mortgage notes pavable to
REA, interest at 2% ro 5%
per annum, Jdue in quarterly
installments through fune
2016 $ 37471451 % 38739812

Construction notes pavable to
FEB, interest ar 7.7% n.
14.6% per annum, due in
quarterly imstallments
through December 2018

1,622, Y.677 1.527.612,609
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Excess coal notes pavable to
FFB, interest at 10.2% to
11.2% per annum, due 7
years after first advance. due
in 1988 and 1989

Construction notes pavable to
IBC, interest ar varving
rates as determined by the
IBC (11.75% ar December
31, 1984), due in quarterhy
installments through
December 2016

Pollution Conrrol Retunding
Revenue Bonds, Series
1982, intetest at 9.625%,
due May 1986

Industrial Development
Revenus Bonds, Series
1982, in-erest ar rwo-thirds
of prime (7.2025% ar
December 31 1954), due
July 1997

Pollution Controf Refunding
Revenue Bonds. Series
1984, interest at varying
rates based on a nationally
recognized index of
comparable tax-exempt
bond issues (5.8% to 7% at
December 31, 1954), due no
later than December 2014

Pollurion Control Revenue
Bonds, Series 1984, interest
at varying rates based on a
nationally recogmzed index
of comparable tax-exempt
hond tssues (6 1% to 6.25%
at December 31, 1954), due
no later than Mav 2014

Follution Control Revenue
Bonds, Series 1984, inrerest
at varving rates based on a
nationally recognized index
of comparable tax-exempt
bond issues (6.125% o
6.375% at December 31,
19584), due no later than
Necember 2014

Pollution Control Revenue
Bonds, Series 1954, inrerest
at varving rates based on a
nattonally recognized index
of comparable tax-exempt
bond issues (5.875% o 7%
at December 31, 1984), due
no later than November
2014 55,000,000

2,590,395,090

125,000,000 125, 300,000

593,382,962 421,047 249

76,515,000

4,500,000 4,500,000

8%, 250.000

25,800,000

38,600,000

2,193,734,680
(12,684 54%) (62,211,791)
$2,577,710,542  $2.131,522,889
——————————1 SEETeeEs——————
Construction notes pavable to FFB have, at the option of the

Company, maturity dates of 2 to 7 vears from the dare of the advance,
unless the Company elects a long-tern matunity, in which case the

Less current portion

e I B - ——

maturity date would be 34 years atrer the end of the calendar vear in
which the advance was made. Principal repayment is generally
deferred tor 7 vears. Under the terms of the notes outstanding at
December 31, 1984, aggregate principal repavments of $702,352,000
mature in 1985 and 1986, however, the Company plans to ultimarely
retinance these notes tor 34 vears, therefore, the principal
amortization on these notes has been included in future maturities
beginning in 1987 in the maturity schedule below.

The Pollution Control Refunding Revenue Bonds, Series 1952,
outstanding at December 31, 19583 were deteased in 1984 by the
Company depositing into an irrevocable trust, an amount from the
proceeds of the Pollution Conrrol Retunding Revenue Bonds, Series
1984, sufhcient to retire the Series 1982 bonds in the amount of
$76,515.000 in May 1955, No sigmbcant gain or loss was 1 .cognized
on this transaction

The indenture agreements ot the Scries 19584 pollution control
revenue and refunding revenue bonds contain certain provisions
whereby the bondholders may, at their option. redeem the bonds ar
the end of each interest adiustment period, which typically is from 1
to 9 davs. Should the Company, through its remarketing agent, not
be able to remarket such redeemed bonds, the Company has the
ability to refinance such bonds through fong-term financing
commirments trom the FEB and/or through the use of the restricred
funds held by the rrustees (see below). Accordingly, these bonds have
been classiied as long-term debt in the accompanying financial
statements. The long-term inancing commitments expire in varying
amounts trom 1955 through 1991, The Company anticipates that the
Series 1954 honds will be converted to serial and/or term bonds with
sinking fund arrangements at some time prior to the expiration of
these commitments,

At December 31, 1984 and 1983, restricted funds held by trustees
were restricted to the payment of the costs of acquiring, constructing
and installing pollution control equipment at Big Cajun No. 2 and
River Bend. Unur 1L and to the payment of principal und interest on
the pollution control bonds.

Maturities on long-term debrt are as tollows at December 31, 1984.

Due Amount
1985 $ 12,684,545
1986 14,227 444
1987 27,949,200
1988 115,661,905
1989 78,882,378
Thereatter 2,340,989, 615
$2,590, 395,000
P —

Under the terms of its loan agreements, the Company s subject to
certain covenants, including the maintenance of certain levels of
interest coverage and annual debt service coverage. As of December
31, 1984, the Company was in compliance with all such covenants.

Incerest on notes pavable and long-term debt incurred consists of the
k)llcmng

1954 1953
Charged to operating expense  § 122,536,816 § 93,707,394
Additions to deferred charges:
Interest on excess coal 13,635,859 18,987,450
Inrerest on common
facilities 4,919, 669
Preliminary survevs and
investigations 5,774 219,144
Addirions to constniction-im-
progress 118,893,679 122,705,082

$ 155072128 § 140,548,739
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Sobstantially all ot the Company's utdiry plant and 11s investments in
associared organizations are pledged to secure long-rerm debr pavable
to the REA, the FFB and the IBC. In addinon. fong-rerm debr
pavable to the FFB and substantially all of the long-term Jebr pavable
to the JBC is guatanteed by the REA

At December 31, 1984 ti.» Company had unadvanced and available
loan commitments troms the FEB and the 1BC of approximarely
£329,000,00 in excess of th poliction control bond commirments
discussed above.

NOTE G - SHORT-TERM DEBT EXPECTED TO BE
REFINANCED

At December 31. 1984, the Company had notes pavabie o NRUICHC
toraling $5,284.346 which mature in 19835 The Company will
refinance these notes in 1985 with long-term debr. Accordingly, these
notes pavable to NRUCFC at December 31, 1984 have not been
classihed as current hiabiliries in the accompanying inancial
statements.

NOTE H - INCOME TAXES

During 1983, less than 85% of the income of the Company wis
collected trom members tor the sole purpose of meeting losses and
expenses. As a result. pursuant to Secnion SCHH EIHAY of the
Internal Revenue Code o 1954 4x amended. the Company became a
taxable entity mn 1983, The Company has received a privare lerrer
ruling from the Internal Revenue Service stating that once taxable,
the Company shall reman taxable until an applic anon i< submitred
and approved tor redetermination of 1ts taxable status. The Company
has made an election under the Internal Revenue Code to remain o
taxable entity through the year 2003 in order to participate in certain
equipnsnt leases

The Company had no current income tax provision for the vear
ended December 31. 1984. The current income tax provision for the
year ended December 31, 1983 was net of approximarely $15,00¢,000
of investment and energy tax credits,

Certain timung differences existed at Decernber 31, 1984 which
resulted in a deferred income tax provision which was substantially
offset by 33,600,000 of investment and energy tax credits. For the
vear ended December 31, 1973, deferred income raxes were not
recognized due to the existence of investment and energy tax credit
carrviorwards.

At December 31, 1984, the Company had investment and energy tax
credit carrvforwards which can be used to offser tuture inc me taxes
of approximately $38,000,000 with approxsmately $12, A0
expiring i 1995 and $26,000,000 expiring in 1999 [n addition, the
Company has loss carrvtorwards of approximately 3409 000,200
which may be used to oftser future taxable income,

As a result of the Company's investment in River Bend, Unit | (See
Note (), substantial additional tax benehirs will become avalable as

construction continues and at the dare the facility 1s placed in service.

NOTE | - EMPLOYEE BENEFIT PLAN

Substantially all of the Company's emplovees ¢ .Cipate in the
National Rural Electric Cooperative Associaoon (NRECA)
Retirement and Secunity Program. The Company makes annual
contributions to the plan equal to the amounts wcrued for pension
expense. In this master multiple-employer plan, which is avalable o
all member cooperatives of NRECA, the accumulated benetits and
plan assets are not determined or allocated separately by individual
employer. The Company's pension expense under the plan for 1954
and 1983 was $1,399,090 and $1,539 875, respecrively.

4

NOTE ) - AMENDMENT OF NATURAL GAS CONTRACT

In Apnl 1983, the Company negotiated an amendment to ws primary
natural gas purchase contract, whereby the supplier ot the gas was
released of s obhgation to deliver a portion of the gas stipulated n
the contract for the period January 1, 1983 o January [, 1987 in
exchange tor cash considerations of $38,700.000 in 1983 and
$7.571L,000 in 1984, The Company estimates that its gas consumption
requirements for 19585 and 1956 will not exceed the quantities of gas it
has a contractual right o purchase under the terms of thar portion of
the contrace not attected by the amendment. Also included in the
amendment s 4 provision whereby the Company may sell o the
supplier 1ts nght 1o recenve Certan quanaties of gas under the
amended delivery schedule. Sales under this prvision totaled

$5,320,000 in 1984

NOTE K - COMMITMENTS AND CONTINGENCIES

The Company 15 & party to two contracts related to the acquisition of
coal. Purchases related to these contraces (including charges tor
nondelivery ot contractual guantities) during 1984 and 1983 were
approximately $165,000,000 and $53,000,000, respectively. Under
the terms of these contracts, the Company is obligated to purchase.
over the next hve vears. coal in approximately the tollowing amounts
inot including any charges tor nondelivery of contrctual quantities):

1985 - $140,000,00 1988 ~ $171,000,000
1986 - $159,000.00¢0 1989 — $180,000,000
1987 - §175.000.00¢C

Management 1s of the opirion that these coal contracrs will meet the
antiipated coal tuel needs of the Conmpany through the tnal conerace
vear, 1997

The Company is the defendant in certin htigation concerning ¢latms
of contractors, prncipally relared o the construction of s arility
plant. The resules of some of these lawsuits cannot be predictad with
certainty; however, it s management’s opinion that the nal outcome
of these marters will not have a materially adverse effect on the
Company'’s tinancial position. The Company is also the planttt in
other hitigation concernmg relared construction ssues.

NOTE L - EXTRAORDINARY ITEM

During 1953, the Company entered into sate harbor leases tor income
tax purposes and sold the rights 1o tax benehits assocrated with its
undivided ownership interest in the boiler and tuthine assets of Big
Cajun No. 2, Unit 3. Toral cash proceeds received on the sale were
$37,816,913. The Company was required during 1954 b, the REA to
use the proceeds and any interest eamed thereon exclusively to pay all
transaction costs and retire cutstanding FFB debt. The Company has
agreed to indemnify the purchasers through the issuance of letters of
credit by the Jackson Bank for Cooperatives against certain events
which would resule in the loss of the tax benehts.

In 1984, $21,279.600 of the proceeds, net of $790,941 of transaction
costs, was recogrized In nonoperating margin as an extraordinary
rem. In 1983, 310,457,951 of the proceeds, net of $2,135,162 of
transaction costs, was likewwse recognized as income. Due to the
existence of operating loss and tax credir carryforwards at December
31, 1984 and the urilization of investment and energy tax credirs in
19583, no deferred income raxes have been provided on this
transaction. As a result of the anncipated realization of substantial
income tax benefirs, principally related to the Company's investment
n River Bend, Unit | (See Notes C and H), tuture income taxes
payable reluted to the sale of the tax benetirs are expected to be
minimal,

The balance of the proceeds is being deferred and will he recognized
in future periods in accordance with the rate making policy as
determined by the Board of Direcrors of the Company.
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