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Executive Report
While we were pleased that South Alabama Electric Cooperative
has met and exceeded your electric needs for over 75 years, we have no
plans on stopping now.
We will continue to strive to improve on the quality of service
and programs you have come to expect. We will continue to utilize
technology in a manner that benefits both you and the cooperative.
Wise energy use will continue to play even greater roles in the coming
years.
Investing in advanced power line technology will allow the
cooperative to address issues on the utility system before they become a
problem in your homes and businesses.
Our commitment remains strong to the communities we serve. From
our efforts in assisting economic development to our programs that
provide opportunity for our school students, South Alabama Electric
will always remember that it is important to deliver value to the places
our members call home. Community involvement is important to us at
the cooperative. It allows us to participate and contribute.

Leo Williams
Max Davis			
President
General Manager
South Alabama Electric Cooperative South Alabama Electric Cooperative
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EXCEEDING EXPECTATIONS
Our mission at South Alabama Electric Cooperative
has always been to provide
you with reliable, quality
electric service at the lowest
possible cost. Your cooperative was formed over 75
years ago and has strived
to be a good steward to the
communities we serve and
our employees call home.
We know that satisfaction can be fleeting and
that our relationship with
you, our members, is our
primary focus. We understand the need to meet your
expectations. And we know
that satisfying our membership, with our diversity, our differences, our needs and our
wants can be challenging. However, we aren’t satisfied with just that - we want to exceed those expectations.
ENHANCING THE EXPERIENCE
So how do we go
about determining
those expectations?
Each year, you
receive different
types of communications from
your cooperative.
We survey. We
email. We send
you your Alabama
Living magazine.
We’ve added social
media, like Facebook and Twitter.
We hold an annual
membership meeting. All of these
things offer you
the opportunity to tell us what is on your mind. If there are programs you are interested in, you tell us. If there’s a need in the community which we can help with - you
let us know.
These communication tools are how we know what is important to you.
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One thing you’ve said is that customer service is important.
And we are glad to know you feel like we are delivering.
We’re proud of our employees. We cover over 2,600 miles of
line in parts of eight counties. Our workforce has over 1,000
years of on the job experience in making sure your power is dependable and provided in a safe manner.
We know that our employees are our most valuable asset and
are central to our cooperative’s success. We invest in our employees as much as possible - providing training, education and
safety equipment.

PAVING THE WAY
Our Automated Metering Infrastructure program has been
installed and the cooperative has been collecting readings for
almost two years. This program allows the cooperative to better
monitor our utility system and make sure that our equipment is
sized properly to serve
new accounts
as they come
on or as
commercial
accounts expand.
This program required that
our substations be able
to communicate with
our office.
Through a
joint effort
between the
cooperative
and Troy Cablevision’s SmartBand program, we now have broadband communications available in all of our substations.
Now the cooperative is in the process of installing a SCADA or Supervisory Control and Data Acquisition - system. This system allows the cooperative to receive real time information from
our whole electric system, breakers and substations. These devices can be operated from the office and help identify areas of
high voltage concerns.
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BUILDING UPON INNOVATION
In 2004 we installed a mapping system which uses over 70,000 GPS coordinates showing all of our poles, transformers, breakers and other equipment. This system works with outage management systems which recognize your account by the phone number calling.
In 1998 we installed our original Automated Outage Reporting System.
This system allowed you to report
your outage over the phone and
the system pinpointed your location through matching phone numbers with a location service.
Now these two systems work together. When your account is identified in an outage situation, our
employees can tell what size transformers, wire, and other equipment
are at that location before they
leave the office. This makes for
much faster restoration in outage
situations.
Just a few months ago we encouraged members to provide updated
phone numbers for your accounts.
This is vitally important now and
allows for our employees to locate
areas of trouble much faster.
This year, we have added an outage map on our website. - www.
southaec.com. You can see where
we have outages, how many customers are affected and whether
crews have been dispatched to the
area to begin the restoration process.
Through the addition of the MyMeter application on our website,
you can now log in and view your
daily electric usage at your home.
You can set markers for when you
are on vacation, when you purchase new appliances, or make
any changes that should impact your electric account. You can even set
up alerts so that you are notified by phone or email if you use an above
average amount of electricity at your home on any given date. This helps
you identify problems before you receive an unexpected surprise on your
monthly utility bill.
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ADVANCING TOGETHER
South Alabama Electric Cooperative is a member-owner of the generation and transmission
cooperative (G&T) PowerSouth Energy Cooperative, headquartered in Andalusia, AL. Through
PowerSouth Energy, we are able to produce and purchase the electricity that is then sold to
you. Our surveying also provides important information to
them as well. Our G&T uses this information to make sure
they plan for the production of enough energy to meet your
growing demands.
Through our H20+ program, we can control electric water
heaters on our electrical system. This allows for our G&T
to reduce load on high use days so that they can meet the
needs of our growing system without having to invest in the
construction of new peaking units.
Utilities are mandated to participate in renewable energy
programs. We offer you the opportunity to purchase renewable energy credits through our Green Power program.
PowerSouth Energy uses a diverse mix of fuels including: natural gas, coal, hydro, wind, and biomass to meet the
energy needs of its 20 members which include 16 electric cooperatives and four municipal systems. This diversity allows
our prices to remain stable in a changing fuel marketplace.
Fuel costs are not the only thing affecting the price of electricity. With each passing year, more environmental legislation
and mandates are increasing the costs of producing electricity. PowerSouth Energy supports responsible environmental
policies that balance environmental effects with the economic
impacts on our member’s monthly electric bill. To date PowerSouth has invested more than $474 million in emission
controls at their generating facilities. They have purchased
options in nuclear power as well. The Environmental Protection Agency continues to propose rules that will dramatically
affect the production of electricity. We are working with our
power supplier to keep a close eye on how these changes
could impact our members.
Our industry is not the only one we are concerned about.
We work to preserve the backbone of the communities you
call home. We know that includes bringing in quality jobs so
that our children don’t leave the area for bigger opportunities. We work with our local economic development agencies to bring and keep jobs in rural
Alabama. Last year, we assisted Southern Classic Foods with expansion of the rail system and
their unloading facilities; and Max Hughes Trucking with a facility expansion. Both of these two
projects included the creation and retention of jobs in our community.
Going forward, we will continue to strengthen our performance. We will continue to be guided
by the ideals that make us a Touchstone Energy Cooperative. Those are: Accountability, Integrity,
Innovation, and Commitment to Community.
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Financial Report
South Alabama Electric Cooperative (SAEC) is a
to the electric rate tariff change in August 2009,
not-for-profit electric cooperative whose principal
SAEC was able to refund the power cost reducbusiness is providing distribution electric service
2006 2007 2008 2009
2010 2011 2012 2013
to its 16,276 electric meter members. The op15
erations of SAEC primarily consist of members
located in eight counties in south Alabama and
is headquartered in Troy, Alabama.
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For SAEC, the year ending March 31, 2013
was a year that experienced mild temperatures
throughout the entire operating year. This win9
ter temperature did not cause a system peak in
kilowatts as it did in January 2010. Weather has
always been the primary driver of SAEC energy
6
sales but in the past four years, the economy
has been a major impact on the electric sales.
The economy continues to be a focal point in
3
our community and SAEC’s financial position.
SAEC’s management staff and board will continue to keep a watchful eye on issues that affect
(In cents per kWh)
the electric industry and will continue to aggres- 0
Power
cost
per
kilowatt-hour
decreased 0.08 percent in 2013.
sively manage its operating cost to provide reasonably priced electricity to its members. SAEC is
committed to building a solid economic base for
future business and industry within its ser2009
2010
2011
2012
2013
vice territory, creating positive energy for
2000
the communities it serves. With energy on
the forefront of our economy, SAEC feels
that its financial condition is positioned to
serve the energy needs of its membership. 1500

Operating Revenue:

1000

SAEC’s operating revenues were
$38,295,829 in 2013, compared to
500
$39,030,812 in 2012. This represents a 1.9
percent decrease in total operating revenues from the prior year. SAEC’s existing
0
rate structure provides for a power cost
adjustment clause that gives SAEC the ability to recover or refund power cost fluctuation
above or below the budgeted power cost rate.
The decrease in operating revenue was created
by the cooperative by applying a negative power
cost adjustment throughout most of the year. Also
contributing to the decrease in operating revenue
was the weather and the economy. SAEC had a decrease in the kilowatt-hour sales for 2013 but due
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Average Monthly Use (kWh)

tions to its members. The revenues for the 12
months ending March 31, 2013 were adequate to
cover all costs and satisfy all debt service obligations and financial covenants. SAEC purchases
its wholesale electric service from the generation
and transmission cooperative, PowerSouth Energy
Cooperative (PowerSouth), which delivers energy
to the distribution substations and SAEC deliv-

ers to the distribution
2009
2010
2011
2012
2013 ary 2011. In January
350
cooperative end user.
2010, SAEC set a
Wholesale power costs 300
new historical peak
are largely driven by
demand in kilowatts.
250
fuel and purchased
The peak in 2013
power costs. Moderwas below the past
200
ately stable natural gas
all-time system peak
150
prices and coal market
demand by 22.1 per100
prices have soothed
cent.
the fuel cost to allow
Distribution op50
the distribution cooperations and main0
eratives’ power cost to
tenance expense
Energy Sales (kWh in Millions)
remain stable. Energy
increased $453,043
sales to the members were 306,332,324 kWh,
(12.7 percent) from $3,573,241 in 2012 to
which reflect a decrease in kilowatt-hour sales
$4,026,284 in 2013. This increase is mainly due
of .90 percent. The average cost of electric sales
to the additional rights of way clearing, spraying
to members for 2013 was 12.33 cents per kWh
under the distribution power lines, and maincompared to 12.34 cents per kWh in 2012. The
tenance on the advanced metering substation
average monthly use for SAEC’s members was
equipment.
1,568 kWh, which reflects an average monthly
Depreciation expense increased $87,994 or
bill in 2013 of $193.33 compared to $195.96 in
3.9 percent, mainly due to the installation of the
2012.
advanced metering infrastructure (AMI). The advanced metering equipment has a reduced asset
life.
Operating Expenses:
Interest expense increased from $2,092,378 in
2012
to $2,103,858 in 2013, for an increase of
Energy purchases from PowerSouth were
$11,480 or .6 percent. Increase in interest cost
322,688,480 kWh. The average cost of electric
is due to SAEC advancing new loans at a lower
purchases for 2013 was 7.32 cents per kWh
interest rate. SAEC has a composite interest rate
compared to 7.63 cents per kWh in 2012. The
cooperative system peak was 68,602 kilowatts in of 4.12% in 2013 compared to 4.01% in 2012.
Overall, the cost of service decreased a net
July 2012, compared to 74,839 kilowatts in Janutotal of $437,901 or 1.21 percent for 2013.

Distribution of Expense Dollar By Percentage of Operating Revenue

This graph provides a breakdown of our expenses by category and percentage. As you can see, the greatest expense incurred by your
cooperative is purchased power. Power cost accounts for approximately 62 percent of our expenses.
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Non-Operating Margins:
The non-operating margins decreased
from $1,837,150 in 2012 to $1,729,676 in
2013. Non-operating margins decreased
due to patronage capital credits from PowerSouth decreasing by 2.4 percent. The
other features of non-operating margins
come from interest income from investments and management fees obtained
from energy conservation measures with
Fort Rucker Army base. These features
have decreased 11.3 percent from 2012.

Net Margins:
The net margin was $4,313,462, compared to $4,718,018 in 2012. These net
margins reflect the allocation of generation and transmission capital credit income
from PowerSouth and other cooperatives
of $1,092,802. The operating margins of
SAEC reflect a reduction in 2013 from
$2,583,786, compared to $2,880,868 in
2012. The decrease in operating margins
can be traced to the reduction in operating revenues at SAEC. SAEC has increased
its controllable expenses to $12,088,337 in
2013, compared to $11,567,603 in 2012, or
4.5 percent. SAEC will continue to review
all controllable expenses to obtain its
financial goals and its service reliability
goals of your electric distribution cooperative.

Significant Balance Sheet
Changes:
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Assets:
The total utility plant increased from
$73,390,189 in 2012 to $76,512,498 in
2013, or 4.25 percent. The largest portion
of this increase is due to the starting of the
four year construction work plan on the
distribution lines. This construction will
improve the reliability of electric service
to the end user. In this operating period,
SAEC has begun the construction work
plan approved by Rural Utilities Service
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(RUS) in 2012. The work plan involves $17.8
million in expenditures to expand, update,
improve, and enhance the capabilities of SAEC
distribution system.
Cash and cash equivalents decreased
$3,070,007. Temporary investments and
marketable securities decreased $309,722.
The members account receivables increased
$208,821 at March 31, 2013, as compared to
March 31, 2012. Members account receivables
were higher due to increase in the number of
days in the members aged accounts receivable
balance in 2013.
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Equities and Liabilities:
SAEC’s equities at March 31, 2013 were $46,340,851, an 8.2 percent increase compared to 2012. The equity-to-asset ratio increased from 43.4 percent at March 31,
2012, to 45.9 percent at March 31, 2013. SAEC generated a times interest earned ratio
(TIER) of 3.25 in 2012 and 3.05 in 2013, which exceeds the ratio required under the
mortgage indenture.
The total long-term debt decreased from $50,684,525 in 2012 to $49,406,859 in
2013. The decrease of $1,277,666 is composed of $3,960,666 debt repayments, and
$2,683,000 in loan advances. SAEC’s blended interest rate was 4.12 percent at March
31, 2013 compared to 4.01 percent at March 31, 2012.
Your member-owned cooperative remains in excellent financial condition.
Each year, South Alabama Electric Cooperative is audited by an independent certified public accounting firm. The following audited financial statements represent
only a portion of the complete financial audit. A copy of the complete financial audit
is maintained at the Cooperative’s office.
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Note: The financial information above is part of the financial statements for the year ended December 31, 2012,
A copy of the financial statements is retained at the cooperative’s office.  
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Note: The financial information above is part of the financial statements for the year ended December 31,2012,
A copy of the financial statements is retained at the cooperative’s office.  
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Note: The financial information above is part of the financial statements for the year ended December 31, 2012,
A copy of the financial statements is retained at the cooperative’s office.

Note: The financial information above is part of the financial statements for the year ended December 31, 2012,
A copy of the financial statements is retained at the cooperative’s office.   
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Note: The financial information above is part of the financial statements for the year ended December 31, 2012,
A copy of the financial statements is retained at the cooperative’s office.   
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Board of Trustees
Bill Hixon, District 1, lives in Banks with his wife
Betty. He is a cattle farmer and an active member
in the Pleasant Hill Methodist Church. He is on
the board of the Pike County Cattlemen’s Association, a lifetime member and board member of
the Alabama Cattlemen’s Association, and President of the Wiregrass Market Association. Hixon
has received his Certified Cooperative Director
certificate and Board Leadership certification
from the National Rural Electric Cooperative Association.
James Shaver, District 2, and his wife, LaRue, live
in Goshen where he is a farmer. Shaver is active in
the Lions Club and a director in the Pike County
Farmers Federation. He is a trustee with Little Oak
Methodist Church. He is a member in the Pike
County Cattlemen’s Association and has received
his Certified Cooperative Director certificate and
Board Leadership certification from the National
Rural Electric Cooperative Association.
Leo Williams, District 3, resides near Luverne
with his wife, Helen. He is a farmer by trade
and holds a B.S. degree from the University of
Alabama. He is involved in the Shrine Club. He
is a member of the Luverne Methodist Church.
While serving as a trustee for South Alabama EC,
Williams has received his Certified Cooperative
Director certificate and Board Leadership certification from the National Rural Electric Cooperative Association.
Ben Norman, District 4, and his wife, Janice, live
near Highland Home. He is retired and is an outdoor writer. He holds a B.S. degree in business
administration from Troy State University. He is a
member of Luverne Baptist Church and a member of the Alabama Treasure Forest Association.
He has received his Certified Cooperative Director certificate and Board Leadership certification
from the National Rural Electric Cooperative Association.
Delaney Kervin, District 5, is the retired headmaster of Pike Liberal Arts School. He lives in
the Oak Grove Community with his wife, Quintilla. He holds a master’s degree in Education
from Auburn University Montgomery. He serves
as a trustee with the Oak Grove United Methodist Church. He has received his Certified Cooperative Director certificate and Board Leadership
certification from the National Rural Electric
Cooperative Association.

Douglas Green, District 6, is a retired school
teacher and holds a master’s degree in administrations and supervision from Troy
State University. He lives in Jack. He is a
member of the Hebron Baptist Church where
he serves as deacon, and young adult Sunday school teacher. He has also received his
Certified Cooperative Director certificate and
Board Leadership certification from the National Rural Electric Cooperative Association.
Glenn Reeder, District 7, is retired from the
U.S. Army and holds a master’s in education
from Troy State University. He and his wife,
Eloise, live in the New Hope Community. He is
an active member in Roeton Baptist Church
serving as a deacon and a discipleship training teacher. He is a member of Gideons International. Reeder has also received his
Certified Cooperative Director certificate and
Board Leadership certification from the National Rural Electric Cooperative Association
as well.
James May, At Large, has been a member
of SAEC for over 30 years. He and his wife,
Carolyn, are long-time Crenshaw County
residents. They have two sons: James Jr. and
Jeremy. They are members of the Helicon
Baptist Church where he serves as a deacon
and chairman of the Trustee Board. He is a
project engineer for Montgomery County.
May also serves on the Mon-Cre Telephone
Cooperative Board and on the Crenshaw
County Economic and Industrial Development Authority. May has received his Certified
Cooperative Director certificate and Board
Leadership certification from the National
Rural Electric Cooperative Association.
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Annual Meeting
11a.m. - 1 p.m.
HOT DOGS will be served.

You will need the ticket from your goodie bag to
pick up the hot dog at the drink window.
11:30 a.m.
ENTERTAINMENT
Provided by Robert L. Lee and Friends
Noon
REGISTRATION OF MEMBERS
Registration closes at 2 p.m.
Make sure you bring your registration card to
the meeting.
No duplicates will be available.
12:30 p.m. - ENTERTAINMENT
Provided by The Chuck Wagon Gang
1:30 p.m.
BUSINESS SESSION BEGINS
1:35 p.m.- ENTERTAINMENT
Provided by The Chuck Wagon Gang
2 p.m. - REGISTRATION CLOSES
2:05 p.m. - TRUSTEE ELECTIONS
Elections for Districts 1 and 2
2:50 p.m.
MAJOR PRIZES AWARDED
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You, the members of South Alabama Electric
Cooperative, are the most important part of
the Cooperative.
Through events like the annual meeting,
our website, and Alabama Living magazine,
we work hard to make sure you are informed
about your cooperative’s programs and activities.
This year’s annual meeting is scheduled for
Tuesday, October 29, 2013, at the Pike County
Cattlemen’s Complex located on Highway 231
in Troy and will feature entertainment by The
Chuck Wagon Gang.
Registration is scheduled to begin at noon
and entertainment will begin at 12:30 p.m.
You will receive a bag filled with goodies
when you complete the registration process.
It will include a calendar, a compact fluorescent, pen, and much more. You will also find
your ticket for a free hot dog inside your bag
as well. In addition, there will be drawings for
numerous door prizes.
The business session will begin at 1:30 p.m.
and will include the manager’s report and
trustee elections for Districts 1 and 2.
As a member of the Cooperative, it is important that you take part in the business
session. The democratic process will not work
without your input.

A supplement to Alabama Living magazine

South Alabama
Electric Cooperative

