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Executive Report

South Alabama Electric Cooperative has been in business for
over 75 years. With each passing year, our goal has been simple: to
provide you with quality electric service at a reasonable price. We’ve
also committed to improving our electric system so that it remains a
reliable source of power for you and your family.
New regulations on the horizon will greatly impact the electric
industry and ultimately your pocketbook. We are working diligently
to make you aware of what these regulations will do and we urge you
to take a moment and get involved. We can’t do this without your
help.
Even as the future of coal fired power is to be determined, we
are continuing 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 and will likely be mandated as well.
Our commitment remains strong to the communities we serve
and to our members who live there. 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.

Leo Williams
Max Davis			
President
General Manager
South Alabama Electric Cooperative South Alabama Electric Cooperative

THE TRUTH ABOUT

THE RULE:

EPA’S GREENHOUSE GAS RULE
The EPA proposes to regulate carbon dioxide (CO2) emissions
from existing fossil-fired power plants. The rule will require
Alabama power plants to reduce CO2 emissions by

26.7%

by 2030.

The facts:

MYTH:

REALITY:

The proposal will prevent
global climate change.

U.S. coal-fired power plants
are responsible for just

1.6%

of global CO2 emissions.

EPA’s proposal will reduce global CO2 emissions by less than 1 percent
at a cost of $4.2 - $8.8 billion per year .

will foot the bill through higher energy costs.

REALITY:

MYTH:

EPA’s rule includes changes in

The proposal will have minimal
impact on consumers’
energy bills.

CONSUMERS’

ENERGY EFFICIENCY HABITS.
EPA estimates consumers
will pay

$26 billion
by 2030 for these upgrades.

On average,

40%

*

of our electricity
comes from coal.
*5-year average of
PowerSouth’s energy resources

}

Taking coal
OUT OF THE MIX
will affect
reliability & cost.

Tell the government you
can’t afford costly regulation.
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Every day we rely on electricity. We depend on the refrigerator to keep our food fresh, air conditioning and heating to keep
us comfortable and, of course, lights on a daily basis. We also
depend on electricity to re-charge our electronics. Whether it’s
a phone to keep in touch with relatives, a tablet for students’
homework or the laptop on which we stream movies, these devices all have become integral to our daily life and survival.
At work, we rely on electricity to power our computers,
phones, lights and productivity. Without this consistent, reliable
and affordable power source, businesses would relocate, jobs
would be lost and prices of goods and services would increase.
That’s why South Alabama Electric is concerned about the
latest regulations from the Environmental Protection Agency
(EPA). This round of rules impacts the power plants on which
we rely every day.
As a not-for-profit, member-owned electric utility, we strive
to provide the most affordable and reliable electricity possible
to our members. That’s why we joined together with other cooperatives in Alabama and Florida and established PowerSouth
Energy Cooperative. Our ownership in the generating facilities
keep costs affordable and insure we have the ability to supply all
of your power needs.
However, these new regulations could endanger that. Electric
cooperatives are small businesses. We’re not large utilities with
multiple power plants operating with each fuel source. We built
capacity for the demand required. But the way the new rules are
written, we might have to close one or more of our plants and
lose our independence.
In an over 1,600 page proposal the EPA has set two basic
components to their mandate. One sets a CO2 target for each
state to meet by 2030. As well as interim goals that are averaged
from 2020 -2029. These are based on the pounds of CO2 emitted per MWh (megawatt hour) of electric generation. Secondly,
every state is required to create their own plan to achieve the
CO2 reduction target set for them.
This plan does not identify what can be done at each plant to
reduce CO2 emissions, it goes much broader in scope – from
the generating plant all the way to what the end user (you) can
use in your home.
This approach sets goals that aren’t reachable through changes
at the power plant alone. Presently, technology is not available
that can accomplish the reductions required.
Our power supplier, PowerSouth Energy Cooperative, is
working diligently to develop a plan for power production that
approaches these new requirements in a way that does the least
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amount of harm to your pocket books.
Right now, PowerSouth generation comes from a diverse mix
of fuels. It’s broken down in the following way: Natural gas –
64.8%, Coal – 30.4%, Hydro- 4.5% and 0.3% renewable. There is
a contract in place for nuclear power that will be added in 2017.
To date, PowerSouth has already invested over $474 million in
emission controls at the generating facilities.
In Alabama, the
EPA used
four building blocks
to determine how
CO2 levels
should be
reduced.
These
four blocks
are:
1) A 6%
efficiency
i mp r ov e ment at
coal-fired
generation
facilities. Presently, our PowerSouth system has two coal fired
plants and contracts in place with others in the region;
2) Increase the utilization of natural gas combined cycle units
to 70%;
3) Increase renewable energy in Alabama to 9% by 2030; and
4) Demand side reductions of 10% by 2030.
If everything stays as proposed, Alabama will have to achieve
a 26.7% reduction in CO2 emissions by 2030. A final rule isn’t
expected until June 1, 2015.
This means that a lot of the reductions or changes will have to
take place outside of the power plant. It includes forcing states to
issue renewable portfolio standards and limit the growth of electrical demand through mandated energy efficiency programs. In
other words, the EPA is proposing to limit what kind of electricity members can use and how much electricity you can use.
According to the National Rural Electric Cooperative Association (NRECA) the EPA plan suggests that states will have
significant flexibility in determining how to meet emission reductions, however, the actual plan provides little flexibility at
all. States will be left with little choice but to enact mandates
for renewables and energy efficiency programs to comply with
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EPA mandates. The plan also jeopardizes the reliability of power
generation available at peak use times. During the coldest parts
of 2013-2014, some parts of the country were dangerously close
to running out of power – if the EPA mandates cause plant shut
downs, it is questionable whether the remaining plants will be
able to meet the demands of consumers during extreme heat or
bitter cold.
The EPA chose a regulation that adversely and disproportionately affects electric cooperatives. It effectively becomes the nation’s
energy policy for the next two decades. It will dictate how cooperatives and other utilities generate power and how consumers use
electricity. That’s why we are telling the EPA that this regulation
does not work for us.
Electric co-ops across America have already invested billions
of dollars in equipment to reduce air pollution, but greenhouse
gases pose a far more difficult challenge to capture, and the new
technology just isn’t ready for prime time.

Equally troubling to comprehend, the EPA readily admits that
cutting these emissions would not have global impact on overall greenhouse gas levels. The American Coalition of Clean Coal
Electricity (ACCCE) predicts the EPA proposal will reduce CO2
emissions less than 1% globally by a cost of $4.2 to $8.8 billion per
year. While U.S. emissions have basically remained the same over
the past decade, China’s emissions have increased by more than
170% and India’s emissions have increased by more than 90% according to the Partnership for Affordable Clean Energy. Russia has
announced plans to construct the world’s largest coal fired power
plant (8,000 megawatts) and sell the electricity to China. China
emits more CO2 in one month (more than 800 million tonnes)
than the maximum amount the EPA’s proposal will reduce in one
year (550 million tonnes), according to the ACCCE.
This debate should be about working together to develop a
sustainable energy future. This debate should be about how the
government supports utilities in a collective effort to develop
technologies that can reduce greenhouse gases at a justifiable and
reasonable pace.
The consensus is that these regulations unfairly and disproportionately affect members of electric cooperatives. And there
is no indication that other nations will follow suit with their own
plan of reduction. These mandates target regions of the U.S. most
dependent on coal for electricity. And increasing electricity prices
could endanger efforts to attract new businesses let alone retain
current employers.
The bottom line is that if these regulations remain in place, they
will affect you. PowerSouth predicts the closure of power plants
across the country. This will result in job loss, a less reliable power
transmission system, and stranded assets for co-ops that will have
to be paid for by co-op members.
Many Alabamians agree there are problems with this proposal.
“The ... EPA ruling to cut carbon emissions at power plants is
a direct affront to workers in states like Alabama, which not only
rely upon coal-fired plants to generate most of their electricity, but
are also home to thousands of coal industry jobs,” Luther Strange,
Alabama Attorney General, said. “Make no mistake, this ruling
will cost us jobs and raise heating and cooling bills.”
“Once again the ... administration is trying to circumvent Congress and use the regulatory process to push through radical environmental policies that will raise energy costs for hardworking
American families,” U.S. Representative Bradley Byrne (R-ALA)
said. “... anti-coal regulations will also have serious negative effect
on power plants here in Southwest Alabama and across our state.
I will continue to fight against these unilateral actions in favor of
a more common-sense, all-of-the-above energy strategy.”
The U.S. Chamber of Commerce has estimated that this rule
will raise the price of electricity by as much as 40% and cost
more than 200,000 jobs across the county. Such a steep increase
in energy cost will most assuredly have a ripple effect through
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the economy. It will impact manufacturing
costs, thereby raising the costs of all goods
and severely impacting the quality of life for
our members.
“Today’s regulations added by the EPA
add immense costs and regulatory burdens
on America’s job creators,” Tom Donohue,
President and CEO , U.S. Chamber of Commerce, said. “They will have a profound effect
on the economy, on business and on families.”
So what can you do? As a member of
the South Alabama Electric Cooperative, it’s
important for you to understand what these
rules mean to you and what they can mean to
the cooperative as a whole. We put our members first. We advocate for you. We see you
every month paying your bill at the office.
We work with you. We know when times are
tough. We often live next door. After all, you
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govern us. Our board members and community leaders are one in the same. We’re as local as any organization and we like it that way.
We need your help in trying to repeal this
measure. In the past we’ve asked for your help
when previously proposed regulations would
affect the building of new power plants. Your
voice was heard. Again, we are asking you to
get involved. Please join us. Visit www.Action.
coop again and tell the EPA you cannot afford
these new regulations or take a moment and
fill out the card included with your annual
report and mail it back.
The EPA needs to understand the impact
that these regulations have on the people at
the end of the power lines. We need your help
to keep reminding the bureaucrats in Washington, DC, that the rules they write have
an impact in the real world – where we live.

Electric cooperative members are uniquely
situated to help the EPA understand that
these regulations will cost Americans more
money.
“We care about the price of electricity because we’re a cooperative and we look out
for you, our members,” Max Davis, General
Manager of South Alabama EC, said. “The
impact these EPA regulations have will directly impact you as an owner of the cooperative. We think about our members with every
decision we make. And we’re concerned that
the EPA is making a decision that will force
an increase in what we have to pay for power.”
We can balance environmental needs with
affordability and reliability. Together, we can
tell the EPA that support for the environment
and a true all-of-the-above energy policy are
not mutually exclusive. Your cooperative al-
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ready has energy efficiency programs in place. Our Energy Resource
and Conservation Loan program, our heat pump loan program,
our water heater program and our H20+ load control program are
already working. Our Green Power Choice program offers members
a chance to purchase renewable energy generated from a landfill in
Campbellton, FL. All of this has been offered without any mandates
from the EPA. We implemented them because they were the right
things to do to help our members and the environment.
We’ve also been improving our reliability and utilization of system resources in the past few years. Since 2011 our Automated
Meter Reading program (or AMI) has been working great. We are
collecting readings and making sure that the equipment on our
system is sized properly. All of our substations can communicate
with the office allowing us to pinpoint areas of concern.
This year, we began the installation of our Supervisory Control
and Data Acquisition (SCADA) system. This system allows the cooperative to receive real time information from our whole system
– breakers, substations, regulators and more. These devices can be
operated from the office and identify areas of voltage concern. It
also allows for quicker restoration time in outage situations.
With AMI and SCADA, our system reliability is top notch. We’ve
used technology that’s available to make sure our system will meet
your energy demands for years to come. We don’t need EPA mandates interfering with you being able to receive power when you
need or want it. Visit www.action.coop. Without your help we can’t
effect change.
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Financial Review
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South Alabama Electric Cooperative (SAEC) is a not-for-profit
electric cooperative whose principal business is providing distribution
electric service to its 16,190 electric meter members. The operations of
SAEC primarily consist of members located in six counties in south
Alabama and is headquartered in Troy, Alabama.
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For SAEC, the year ending March 31, 2014 was a year that had
abnormal weather with significant impact on energy sales throughout
the entire operating year. This winter temperatures in January 2014
caused a system peak in kilowatts that exceeded our previous peak established in January 2010. Weather has always been the primary driver
of SAEC energy sales but in the past five years, the economy has been
a major impact on the electric sales. The economy continues to be a
focal point in our community and SAEC’s financial position. SAEC’s
management staff and board will continue to be vigilant on issues that
affect the electric industry and will continue to aggressively manage its
operating cost to provide reasonably priced electricity to its members.
We are committed to building a solid economic base for business and
industry within its service territory, creating positive energy for the
communities we serve. Energy will always be on the forefront of our
economy, SAEC feels that its financial condition is positioned to serve
the energy needs of its membership.

Operating Revenue:
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to $38,295,829 in 2013. This represents a 2.8 percent increase in total
operating revenues from the prior year. SAEC’s existing 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. This power cost adjustment rate clause
allowed the cooperative to refund $1,183,308 to its members by applying a negative power cost adjustment on the member’s electric bill
throughout most of the year. The major contributor to the increase in
operating revenue was the extreme winter weather in January 2014.
This weather caused SAEC to have an increase in the kilowatt-hour
sales for 2014 but as stated above, due to the electric rate tariff, SAEC
was able to refund the power cost adjustments to its members. With
the power cost adjustment refunds, the revenues for the 12 months
ending March 31, 2014, were adequate to cover all costs and satisfy
all debt service obligations and financial covenants that are governed
by the Rural Utilities Service (RUS). 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 delivers to the distribution
cooperative member. Wholesale power costs are largely driven by fuel
and purchased power costs. Moderately stable natural gas prices and
adequate stockpiles of coal have soothed the fuel cost to allow the
distribution cooperatives’ power cost to remain stable. Energy sales
to the members were 315,713,730 kWh, which reflect an increase in
kilowatt-hour sales of 3.06 percent. The average cost of electric sales to
members for 2014 was 12.21 cents per kWh compared to 12.33 cents
per kWh in 2013. The average monthly use for SAEC’s members was
1,625 kWh, which reflects an average monthly bill in 2014 of $198.41
compared to $200.36 in 2013.
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SAEC’s operating revenues were $39,382,810 in 2014, compared
South Alabama Electric Annual Report
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a historical peak demand in kilowatts. Non-coincident peak
is what the cooperative’s electric distribution must be built to

Operating Expenses:
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Energy purchases from PowerSouth were 335,620,980 kWh.
The average cost of electric purchases for 2014 was 7.36 cents per
kWh compared to 7.32 cents per kWh in 2013. The cooperative
system peak was 88,657 kilowatts in January 2014, compared to
68,602 kilowatts in July 2012. In January 2010, SAEC had set

DEPRECIATION
6.25%
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handle. In 2014, SAEC set a new non-coincident peak that exceeded the previous peak set in 2010 by 7 percent.
Distribution operations and maintenance expense decreased
$57,872 (1.5 percent) from $4,026,284 in 2013 to $3,968,412 in
2014.
Depreciation expense increased $97,253 or 4.2 percent, mainly
due to the installation of the advanced metering infrastructure
(AMI). The advanced metering equipment has a reduced asset
life.
Interest expense decreased from $2,103,858 in 2013 to
$1,939,348 in 2014, for a decrease of $164,510 or 7.8 percent.
Decrease in interest cost is due to SAEC not advancing new
loans funds. SAEC has a composite interest rate of 3.82% in 2014
compared to 4.13% in 2013.
Overall, the cost of service increased a total of $1,268,466 or
3.6 percent for 2014, mainly due to Power Cost.

Non-Operating Margins:

The non-operating margins decreased from $1,729,676
in 2013 to $1,639,293 in 2014. Non-operating margins de-

INTEREST EXPENSE
4.92%

ADMIN. AND GENERAL
6.53%
CONSUMER ACCTS.
3.36%

MAINTENANCE
5.47%

OPERATIONS
4.61%

COST OF POWER
62.75%
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creased due to patronage capital credits from PowerSouth decreasing by 8.4 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 5.2
percent from 2013.

Net Margins:
5

Equities and Liabilities:

4

SAEC’s equities at March 31, 2014 were $50,045,995, an 8
percent increase compared to 2013. The equity-to-asset ratio
increased from 45.9 percent at March 31, 2013, to 47.7 percent
at March 31, 2014. SAEC generated a times interest earned ratio
(TIER) of 3.05 in 2013 and 3.08 in 2014, which exceeds the ratio
required under the mortgage indenture.
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tion work plan approved by Rural Utilities Service (RUS) in
2012. The work plan involves $17.8 million in expenditures to
expand, update, improve, and enhance the capabilities of SAEC
distribution system. SAEC has un-advanced work plan loan
funds of $9.8 million as of 2014.
Cash and cash equivalents increased $1,472,614. Temporary
investments and marketable securities increased $465,362. The
accounts receivable decreased $272,553 at March 31, 2014, as
compared to March 31, 2013.
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The net margin was $4,041,594, compared to $4,313,462 in
2013. These net margins reflect the allocation of generation
and transmission capital credit income from PowerSouth and
other cooperatives of $1,001,808. The operating margins of
SAEC reflect a reduction in 2014 from $2,402,301, compared
to $2,583,786 in 2013. The decrease in operating margins can be
traced to the increase power cost and the rise in administrative
and general expenses. SAEC had a growth in its controllable
expenses to $12,265,907 in 2014, compared to $12,088,337 in
2013, or 1.5 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:
Assets:
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The total long-term debt decreased from $49,406,859 in 2013
to $47,876,233 in 2014. The decrease of $1,530,626 is composed
of $1,530,626 debt repayments, and $0 in loan advances. SAEC’s
blended interest rate was 3.82 percent at March 31, 2014 compared to 4.13 percent at March 31, 2013.
Your member-owned cooperative remains in excellent financial condition.
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The total utility plant increased from $76,512,498 in 2013
to $81,053,357 in 2014, or 5.9 percent. The largest portion of
this increase is due to the continuing development of our fouryear construction work plan. This construction will improve the
reliability of electric service to the member. In this operating
period, SAEC is approximately halfway through its’ construcSouth Alabama Electric Annual Report
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Note: The financial information above is part of the financial statements for the year ended December 31, 2013. 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, 2013. A copy of the financial
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Note: The financial information above is part of the financial statements for the year ended December 31, 2013. 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, 2013. A copy of the financial
statements is retained at the cooperative’s office.
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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 HAM Radio Operator License.
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.
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Board of Trustees

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 with
his wife Erlene. 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
resides 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 Memb
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.

You, the members of South Alabama Electric Cooperative, are the most important part of the Cooperative.

11:30 a.m.
ENTERTAINMENT
Provided by Fresh Anointing

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.

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.

This year’s annual meeting is scheduled for Tuesday,
October 28, 2014, at the Pike County Cattlemen’s Complex located on Highway 231 in Troy and will feature
entertainment by The Chuck Wagon Gang.

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 3,4, and At-Large
2:50 p.m.
MAJOR PRIZES AWARDED
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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 doorprizes.
The business session will begin at 1:30 p.m. and will
include the manager’s report and trustee elections for
Districts 3,4, and At-Large.
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.
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ership Meeting
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Supplement to Alabama Living

