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Rising to the challenge for 75 years

In June of this year, the cooperative marked 75 years of continuous 
service to our members.  Cooperatives were born to meet the 
challenge of bringing electricity where investor-owned utilities 
refused to go. Throughout the years, that determination to provide for 
our members has gone unchanged. We’ve seen many challenges and 
changes, from battling territorial legislation to meeting the demands 
of today’s ever-changing membership. Your electric cooperative has 
grown from powering a single lamp hanging in a rural farm house to 
serving some of our area’s largest industrial companies.

We are committed to you. You can count on South Alabama 
Electric Cooperative to be a locally owned and controlled utility that 
strives to deliver reliable, affordable energy services to you. We remain 
an advocate for not only your energy needs, but for our communities 
as well.

Just as the original incorporators of the cooperative had a vision, 
determination and faith in the cooperative process to begin the 
program, we still have that same determination to meet the growing 
needs of our membership. Planning has been and always will be a 
major component in the way South Alabama Electric operates. We 
promise to continue working hard to provide you with the electricity 
that makes your lives easier.

Max Davis   
General Manager
South Alabama Electric Cooperative

E x e c u t i v e  R e p o r t

Leo Williams
President
South Alabama Electric Cooperative
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In the late 1930s, nine out of 10 rural 
homes still were without power. Private 
investor-owned power companies served 
most of the cities and were not extending 
their lines to reach the rural communi-
ties.  Those who could afford power 
could request the service and had to pay 
the full cost of connecting their homes to 
the electric system - a price ranging from 
$200 to $300 per mile at the time. They 
also paid rates twice as high as those 
receiving power in the urban areas. 

The Tennessee Valley Authority Act, 
passed in May 1933, authorized the con-
struction of power lines to serve small 
farms that could not otherwise receive 
electricity at reasonable rates. In 1934, 
the first rural electric cooperative, Alcorn 
County Electric Power Association,  was 
established in Corinth, Ms. 

On May 11, 1935, President Franklin 
D. Roosevelt signed the executive order 
which created the Rural Electrification 
Administration. 

In 1936 Congress passed the Rural 
Electrification Act which made funds 

available for 
the building of 
electric lines.

On June 
17, 1937, your 
cooperative 
was officially 
organized and 
J.H. Beasley 
of Andalu-
sia, George 
W. Gilmore 
of Troy, J.N. 
Wallace of 
New Brockton, 
V.G. Perdue of 
Luverne and 

Sam K. Adams of Clayton were selected 
to develop and organize the cooperative. 
Troy was chosen as the headquarters and 
George Gilmore was hired as the first 
manager.

One week later, the first membership 
certificate was issued to Sam K. Adams 
for $5. 

The following year, on April 4, 1938 
at 11:26 a.m., South Alabama Electric 
Cooperative (known then as Southeast 
Alabama Electric Membership Corpo-
ration), energized its first substation 
located in Goshen, Ala. By the end of the 
year, members had built a cooperative 
serving 1,077 members and running 711 
miles of line. And just like today, a mem-
bership fee of $5 is all it takes to begin 
receiving electricity. Our members can 
take pride in the fact that 1937 was only 
the beginning - just look how far we’ve 

come in 75 years.
Families represent the 

stability and strength of the 
American dream. Your life-
style relies on energy. It is 
electricity that wakes you, 
cooks your breakfast and 
connects you to the outside 
world. From our first days 
in 1937, South Alabama 
Electric has grown to more 
than 16,000 accounts de-
pending on us for the ener-
gy to make their lives easier 
and more productive. 

Our programs are designed with you 
in mind.

COMMUNITY
Our first lines tied  the communities of 

Good Hope, Orion, Needmore, Linwood, 
Banks, Springhill, Saco, Catalpa, Josie, 
Enon and Monticello together. Now our 
lines spread more than parts of eight 
counties joining more than 14,000 mem-
bers  together.  We are proud to be the 
connection between so many organiza-
tions and people.

Students in our service area have been 
connecting to the World Wide Web since 
1998. South Ala-
bama Electric has 
been pleased to pro-
vide computers and 
the internet con-
nection for many 
local schools.  We 
also believe that stu-
dents are the future 
of our communities. 
Since 2001 we have 
participated in the 

Electric Cooperative 
Foundation Scholar-
ship program. Through 
this program, 12 local 
students have received 
$12,000 to help with 
their continuing educa-
tion.

While education is 
important, our commit-
ment to our commu-
nities hasn’t stopped 
there. Through our 
Rural Economic Devel-
opment Loan and Grant 

Program and the cooperative’s revolving 
loan fund, we have helped bring, or keep 
more than 600 jobs in our surrounding 
counties. Funded projects have included: 
Pike County Water Authority system ex-
pansion to provide water for the Charoen 
Pokphand poultry feed mill in Banks, 
Goshen Farmers Cooperative expan-
sion to include a farm and garden center, 
CNC Enterprises, Inc. and Omni Manu-
facturing expansion to meet the needs of 
a growing auto manufacturing market, 
Anderson’s Peanuts securing funding to 
rehabilitate the shortline railroad line 
and increase their cold storage facility, 

George  W. Gilmore

Goshen substation energized in 1938

Check presentation at Carter Brothers Manufacturing
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Crenshaw County Health Care Authority 
receiving funding to renovate and expand 
the Crenshaw Community Hospital, and 
CGI, a software development and IT/
BPO industry receiving funding for the 
creation of its Center of Excellence.

Not only have we helped with new busi-
ness development, but we have watched 
and cheered as our local in-
dustries have grown as well. In 
1993, Lockheed Martin, then 
Martin Marietta, opened the 
doors to the first Hellfire II op-
erations in Pike County.  Carter 
Brothers Manufacturing ex-
panded in the Hamilton Cross-
roads Community. In 1992, 
Southland Broilers underwent 
a major expansion.

We work hard to provide  
value-added services to the 
communities in our service 
area. In 1994, SAEC began bill-
ing for the Town of Banks and 
Town of Goshen water systems.

EFFICIENCY
The 1970s heralded an 

energy crisis like our members had never 
experienced before. It was during this 
time that the cooperative began focus-
ing heavily on energy conservation. 
In 1986, the Good Cents program was 
implemented encouraging members to 
address the envelope of the home. In the 
late ’90s the cooperative improved on this 
program by launching the Touchstone 
Energy Home Program. This program in-
cluded even higher standards of efficien-
cy and promoted the use of even more 
efficient heating and cooling systems, like 
geothermal heat pumps.

Since 1984 the cooperative has loaned 
more than $2 million to our members 
through the Energy Resource and Con-
servation (ERC) Loan program. These 
funds have been used to make member 
homes more energy efficient through the 
addition of heat pumps, increased insula-

tion and upgrading doors and windows.

INDUSTRY CHANGES
In June 1941, the cooperative became 

a member of Alabama Electric Coopera-
tive, now known as PowerSouth Energy 
Cooperative. This cooperative continues 
to serve as our power supplier. 

By 1942 the cooperative had grown to 
2,450 members but that growth would 
come to a stop.  The 1940s saw a country 
in turmoil over World War II. The build-
ing of electric lines were completely 
stopped during this time because copper 
and aluminum were more valuable for 
the war efforts than for building power 
lines. In a manager’s report from January 
1943, the following war slogan appeared: 
“Scrap Iron for Victory! How about get-
ting yours in now!”

In March 1947 a portion of SAEC’s 
membership was sold to Covington 
Electric Cooperative. We in turn bought 
a portion of their members so that 
distribution lines were more adequately 
utilized.  

The first capital credit check was re-
turned to members in 1954. Since 1984, 
the cooperative has annually returned 

capital credits to the mem-
bership. To date, SAEC has 
returned more than $4 mil-
lion to its members. This is a 
cornerstone of the coopera-
tive business philosophy.  

Radio communication 
came to the cooperative in 
the 1950s. Before that, crews 
had to call into the office 
from locations around the 
service area.  They would call 
from Highland Home, Elba 
or Luverne. The two-way ra-
dio system made work much 

easier for the crews. 
In 1966, the cooperative settled in our 

current location on Highway 231 in Troy.  
Prior to this, the office had been located 
in the Himburg Building, the Folmar 
Building, downtown Troy near the Rock 
building and inside the old Troy Mes-
senger building.

The 1950s and 60s were 
a time of rapid growth for 
the cooperative. New ap-
pliances like refrigerators, 
washers and dryers,  and 
freezers were more acces-
sible and our members 
took advantage of these 
new conveniences. These 
appliances dramatically 
increased the amount 
of kilowatt hours being 
used in the average home. 
In the early 1950s the 
average home used 99 
kilowatt hours monthly. 
In the 1960s that in-
creased to 254 kilowatt 
hours. Today,  the average 
home uses 1,160 kWh 

per month and our electric distribution 
system has grown to meet those increas-
ing needs.

In 1992, the Fullers Substation, located 
in Crenshaw County, and the Victoria 
Substation, located in Coffee County, 
were both upgraded to handle a larger 
electrical load.  A substation was also 
built in Orion to serve the Lockheed 
Martin facility as well. In 2003, a new 
substation arrived in Tarentum to meet 
the growing needs of that community 
and relieve the excess load on other parts 
of the distribution system. Today we have 
13 substations located around our service 
territory to better serve your growing 
electric needs.

Changes to our computer system took 
place in 1993 and in 2002. These systems 
helped employees work more efficiently. 
Upgrades included new financial soft-
ware, accounts payable system, work 
order management and inventory.  The 
change out in 1993 included cash draw-
ers and a new posting system used by 
cashiers. 

In February 1993, Tru-Check Meter 
Services arrived. They were contracted to 
handle all the cooperative’s meter reading 
responsibilities. No longer were members 
reading their own meters and sending 
in their kilowatt hour usage. This also 
marked the beginning of cycle billing at 
the cooperative. 

The year 1994 brought national 
changes for cooperatives. The  

ERC Loan program was introduced in 1984 to help members 
improve the energy efficiency of their homes.

Good Cents was replaced with the Touchstone Energy 
Home program.
Good Cents was replaced with the Touchstone Energy 
Home program.
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then-130-year-old Department of 
Agriculture (which included the Rural 
Electrification Administration) and the 
Rural Utilities Service was formed. This 
organization provides funding for rural 
electric and water systems. 

In 1997, the cooperative implemented 
a digital mapping system.  It replaced the 
earlier mapping system developed in the 
early 1960s where maps were updated by 
hand each day. The computerized system 
allows employees to updates maps more 
quickly and allows our service crews to 
navigate our service area more efficiently 
when working to restore power.

The cooperative also replaced the 
traditional green vehicles with white ones 
in 1997. This allowed for greater visibility 
when working at night and in storm 
situations. 

The cooperative installed an automated 
outage reporting system in April 1998. It 
allows members to better communicate 
with SAEC during 
major outage situ-
ations. The system 
enables us to 
pinpoint a mem-

ber’s location through matching phone 
numbers with a location of service. 

In October 2002, the Alabama Public 
Service Commission issued a report con-
cluding that deregulation, or restructur-
ing, of the electric industry would not be 
in the best interest of the residents of Ala-
bama. The cooperatives in the state, along 
with our power supplier and our 
statewide organization, worked 
hard to educate politicians, de-
cision makers and our members 
about the damage deregulation 
could do to our industry and the 
cost increases our memberships 
would likely endure. 

In 2004, our entire service 
area underwent a complete field 
inventory included the estab-
lishment of GPS locations. Our 
mapping system was upgraded 
to include the more than 70,000 
locations of all our poles, trans-

formers and meters. This 
allows our service crews to 
respond more quickly when work-
ing outages. Crews now know ahead 
of time what equipment is at each 

location and can make 
sure they have everything 
they need on the service 
trucks before they leave 
the office.

In 2010, SAEC imple-
mented our Automated 
Metering Infrastructure. 
This program involved 
changing out meters at 
every account location. 
These meters report usage 
back to the coopera-
tive’s office daily over the 
powerlines. They also 

allow our engineer-
ing department to 
see fluctuations in 
voltage before this 
becomes a problem 
at your home. We 
no longer utilize 
meter readers to 
visit your homes 
monthly to record 
power usage. The 
system also better 
helps us pinpoint 
your daily usage 
so that you can 
better manage your 
energy needs at 
home.

With AMI came 
the need for our 
substations to 
communicate with 

our office.  Thanks to a working relation-
ship with Troy Cablevision and their 
SmartBand program, SAEC now has 
broadband communications available to 
our substations.  By bringing broadband 
capabilities to the rural areas, many resi-
dents in our service area now have access 

to high speed internet and other services 
in their homes.

VALUE ADDED PROGRAMS
October 1987 marked the beginning 

of South Alabama Marketing. With its 
development, the cooperative provided 
satellite technology and Rural TV home 
entertainment and educational benefits 
to cooperative members. Just as we 

Ground breaking ceremony for SAEC headquartersGround breaking ceremony for SAEC headquarters
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did with electricity, we hoped this new 
technology would bridge a gap between 
services our “city cousins” enjoyed and 
those rural homes received. 

On May 1, 1988, members received 
their first copy of the Alabama Living 
magazine. In the previous 41 years, it had 
been known as AREA Magazine.  Since 
that first copy arrived, the Alabama Liv-
ing magazine has had several new looks, 

but continues to be the primary way 
the cooperative communicates with our 
members.

Levelized billing made its debut at the 
cooperative in 1995. This program is still 
in place today and allows members a 
chance to level out their monthly electric 
account payments. It gives members more  
of an opportunity to budget for their en-
ergy needs.

Your cooperative also joined the World 
Wide Web in 1997. South Alabama Elec-
tric launched our first web page. We work 
hard to provide each of you with the news 
and information about the cooperative in 
a method you utilize the most. The same 
year we added an automated bank draft 

option for members to pay their electric 
accounts. 

In 1998, your cooperative joined with 
more than 600 cooperatives nationwide 
to form Touchstone Energy Coop-
eratives. This was a national branding 
program designed to  ensure that if 
you received electric service from any 
member cooperative, you could expect 
a certain level of service, a dedication to 
community and skilled or knowledgeable 
employees. 

In 2006, members were offered their 

first chance to purchase energy generated 
from renewable resources through the 
Green Power Choice program. Alabama 
Electric Cooperative (known now as 
PowerSouth Energy Cooperative) our 
power supplier, partnered with Waste 
Management to generate power from the 
methane gas created in a landfill located 
in Campbellton, Fla. Programs like this 
could mean a future less dependent on 
coal and natural gas which fluctuate a 
great deal in cost.

 In 2008,  your cooperative implement-
ed on-line bill payments. You no longer 
had to travel to our main office to make 
a payment or mail one in. Technology 
continues to play an important part in 
our ability to offer you more services and 
conveniences. 

STORMS
In 1993 a record two major ice and snow 

storms struck our area, one in March and 
the other bringing a white Christmas to 
the area. Approximately 12,000 employee 
hours were needed to restore power to all 
the cooperative members.

The year 1990 was a devastating year 
for some SAEC members. In addition to 
a couple of tornadoes like the one which 
ripped through the Ten Mile Branch area 
of Pike County, Elba suffered a devastat-
ing flood. 

Hurricanes have impacted the 
cooperative numerous times. In 2004, 

MAY 2012
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The cooperative has faced floods, hurricanes, snow storms and much more over 
the course of 75 years.
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Hurricane Ivan’s winds and rain caused 
major damage to the SAEC system. In 
2005 Hurricanes Katrina and Rita caused 
the supply of natural gas coming from 
the Gulf of Mexico to be shut down. In 
1996, Hurricane Opal left the cooperative 
without a single meter turning. There has 
only been one other event which left the 
cooperative without a meter turning. This 
happened on September 23, 1975, when 
Hurricane Eloise went on a wild rampage 
through our service area. It was well into 
the following night before the lines com-
ing from the substation were repaired. 
Crews worked night and day until the fol-
lowing Monday (Sept. 29) before power 
was restored to every member. Repair 
work involved crews from surrounding 
cooperatives, along with the National 
Guard lending a hand with clearing and 
cutting trees. 

Through all of the storms life has dealt 
the cooperative, we have come back 
strong time after time. The investment in 
right-of-way, employee training and dedi-
cation have made us stronger each time.

A storm of a different type was brew-
ing as the cooperative readied itself for a 
move into the next millennium. The Y2K 
computer problem was in the forefront of 
the minds of  our employees and making 
headlines in national news. Your coop-
erative participated in statewide drills, 
inventoried computer equipment and 
addressed the concerns of members. We 
weathered that storm just as we did the 
ones Mother Nature provides and came 
through more prepared to be your best 
energy supplier for millenniums to come.

LOOKING FORWARD
Presently, there are several changes 

to our national energy policy, which, if 
enacted, have the potential to increase 

energy costs for all consumers- not just 
SAEC members.  These include envi-
ronmental regulations aimed toward air 
emissions, ash ponds, ash landfills, coal 
mining, water intake and water discharge 
and other aspects of power generation.  
Taken together, these rules may increase 
the costs of coal units such that their 
use is dramatically decreased or stopped 
altogether.

The EPA is now attempting to exercise 
regulatory authority under the Clean Air 
Act to regulate carbon dioxide emis-
sions.  It is important to note that carbon 
dioxide is not a “pollutant” as originally 
defined by the authors of the Clean Air 
Act.  If the changes to the Clean Air Act 
become rule, it could force utilities to 
abandon coal-fired power plants or re-
power them with natural gas plants. The 
incurred costs would have a detrimental 
impact on electricity costs for consumers.

“Renewables” has become a hot 
buzzword. Our concern is that since 
the cost of renewable energy is signifi-
cantly higher than traditional generation 
methods; consumers will pay that higher 
cost. In December 2010, Department of 
Energy Secretary Steven Chu proposed 
a clean energy standard that includes a 
mandate for utilities to use 25 percent 
clean energy by 2025 and 50 percent by 
2050.  The Beacon Hill Institute predicts 
that consumers would face $175 per 
month in higher electric bills as a direct 
result of the incurred renewable energy 
costs under a 20 percent renewable en-
ergy mandate.

Wind, solar and biomass are the larg-
est renewable power sources and are 
the most likely to satisfy future renew-
able mandates. Though some sources 
of renewable energy are free (like wind 
and solar), generating power from these 

resources is very expensive. According 
to the EIA, electricity generated from 
coal averages $78.41 per megawatt-hour, 
compared to $149.30 per megawatt for 
onshore wind generation and $396.10 per 
megawatt-hour for solar (photovoltaic) 
energy.

 Unlike traditional generation meth-
ods, renewable resources like wind and 
solar cannot be turned on and off to 
match changes in demand. Geography 
also puts the Southeast at a disadvantage 
when it comes to renewable resources. 
Renewable plants must be located where 
the resources are best suited (with the 
strongest and steadiest winds or where 
the sun shines longer and more intense-
ly), not necessarily close to where the 
power is used. 

We support a realistic approach to 
energy policy – with consideration for 
the impact on reliability and cost for 
consumers. Our G&T, PowerSouth, con-
tinues to research opportunities to pursue 
renewable generation where they are con-
sistent with our commitment to provide 
safe, reliable and affordable power to our 
members.

We feel strongly that the job of rural 
electrification is not done. Here at South 
Alabama Electric we are committed to 
doing everything possible to enhance 
our service area and help in the revi-
talization of the rural economy. For the 
past 75 years, one thing has remained 
unchanged, and that’s our commitment 
to provide reliable power at the lowest 
possible cost. We will continue to adapt 
and make changes and improvements 
in service that help us work smarter and 
more effectively in our quest to make a 
difference in the lives of our members as 
we look forward to the next 75 years.
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Financial Report
South Alabama Electric Coopera-

tive (SAEC) is a not-for-profit electric 
cooperative whose principal business is 
providing distribution electric service 
to its 16,221 electric meter members. 
The operations of SAEC primarily 
consist of members located in eight 
counties in south Alabama and is 

headquartered in Troy, Ala. 
For SAEC, the year ending March 

31, 2012 was a year that experienced 
high temperatures in the early part of 
the summer but incurred mild winter 
temperatures in December 2011 and 
Jan. 2012. This winter temperature did 
not cause a historical record system 
peak in kilowatts as it did in January 
2010. Weather has always been the 
primary driver of SAEC energy sales 
but the economy is a driver also. The 
economy continues to be a focal point 
in our community. SAEC’s manage-
ment staff and board will continue 
to keep a watchful eye on issues that 
affect the electric industry and aggres-
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 service territory, creating positive 
energy for the communities it serves. 
With energy at the forefront of our 
economy, SAEC feels that its financial 
condition is positioned to serve the 
energy needs of its membership.  

Operating Revenue:
SAEC’s operating revenues were 

$39,030,812 in 2012, compared to 
$39,174,685 in 2011. This represents a 
.40 percent decrease 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. 
The decrease in operating revenue was 
created by the cooperative by apply-
ing a negative power cost adjustment 
throughout most of the year. Due to 
the weather, SAEC had a decrease in 
the kilowatt-hour sales for 2012 but 
due to the electric rate tariff change in 
August 2009, SAEC was able to refund 
the power cost reductions to its mem-

bers.  The revenues for the 12 months 
ending March 31, 2012 were adequate 
to cover all costs and satisfy all debt 
service obligations and financial cov-
enants. SAEC purchases its wholesale 
electric service from the generation 
and transmission cooperative, Pow-
erSouth Energy Cooperative (Power-

South), which delivers 
energy to the distribution 
substations and SAEC 
delivers to the distribu-
tion cooperative end user. 
Wholesale power costs are 
largely driven by fuel and 
purchased power costs. 
Moderately decreasing 
natural gas prices but 
increasing coal market 
prices have offset the fuel 
cost to allow the distribu-
tion cooperatives’ power 
cost to remain stable. En-
ergy sales to the members 
were 309,107,520 kWh, 
which reflect a decrease 
in kilowatt-hour sales of 
2.94 percent. The aver-
age cost of electric sales 
to members for 2012 was 
12.34 cents per kWh com-
pared to 12.02 cents per 
kWh in 2011. The average 
monthly use for SAEC’s 
members was 1,588 kWh, 
which reflects an average 

monthly bill in 2011 of $195.96 com-
pared to $196.89 in 2012.

Operating Expenses:
Energy purchases from PowerSouth 

were 322,188,200 kWh. The average 
cost of electric purchases for 2012 was 
7.63 cents per kWh compared to 7.41 
cents per kWh in 2011. The coopera-
tive system peak was 74,839 kilowatts 
in January 2012, compared to 83,458 
kilowatts in January 2011. In January 
2010, SAEC set a new historical peak 
demand in kilowatts.  The peak in 2012 
was below the past all-time system 
peak demand by 15.1 percent. 

Distribution operations and main-
tenance expense increased $190,125 
(5.62 percent) from $3,383,116 in 2011 
to $3,573,241 in 2012. This increase is 
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mainly due to the additional rights of 
way clearing and spraying under the 
distribution power lines.

Depreciation expense increased 
$182,165 or 8.8 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 
$2,100,496 in 2011 to $2,092,378 in 
2012, for a decrease of $8,118 or .5 per-

cent. Decrease in interest cost is due to 
SAEC advancing new loans at a lower 
interest rate. SAEC has a composite in-
terest rate of 4.01% in 2012 compared 
to 4.35% in 2011.

Overall, the cost of service decreased 
a net total of $590,731 or 1.61 percent 
for 2012. 

Non-Operating Margins:
The non-operating margins de-

creased from $1,874,113 in 2011 to 
$1,837,150 in 2012.  Non-operating 

margins decreased due to patronage 
capital credits from PowerSouth in-
creasing by 4.6 percent. The other fea-
tures 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 10.8 percent from 2011.  

Net Margins:
The net margin was $4,718,018, 

compared to $4,308,123 in 2011. These 
net margins reflect the allocation of 
generation and transmission capital 
credit income from PowerSouth and 
other cooperatives of $1,120,132. The 
operating margins of SAEC reflect a 
gain in 2012 of $2,880,868, compared 
to $2,434,010 in 2011. The increase 
in operating margins can be traced to 
the reduction in the cost of service at 
SAEC. SAEC has increased its control-
lable expenses to $11,567,603 in 2012, 
compared to $11,360,268 in 2011, or 
1.8 percent. SAEC will continue to 
review all controllable expenses to 
obtain its financial goals and its service 
reliability goals of your electric distri-
bution cooperative.  

Significant Balance Sheet Changes:
Assets:

COST OF POWER
62.98%

OPERATIONS
4.08%

MAINTENANCE
5.07%

CONSUMER ACCTS.
4.73%

ADMIN. AND GENERAL
4.56%

DEPRECIATION
5.83%

INTEREST EXPENSE
5.38%

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 63 percent of our expenses. 
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The total utility plant increased from 
$70,987,408 in 2011 to $73,390,189 in 2012, 
or 11.4 percent. The largest portion of this 
increase is due to the installation of the AMI 
or advance metering equipment. The AMI 
project is a 100 percent change out of SAEC 
distribution meters. This change to advance 
metering will allow SAEC to provide vari-
ous customer services to the member and 
improve the reliability of electric service to 
the end user. In this operating period, SAEC 
has completed the construction work plan 
approved by Rural Utilities Service (RUS) in 
2008. The work plan involves $23.5 million in 
expenditures to expand, update, improve, and 
enhance the capabilities of SAEC distribution 
system. The four year work plan was com-
pleted in February 2012.  

Cash and cash equivalents increased 
$1,874,985. Temporary investments and 
marketable securities increased $442,326. 
The members account receivables decreased 
$423,231 at March 31, 2012, as compared to 
March 31, 2011. Members account receiv-
ables were lower due to decreased operating 
revenue in 2012.

Equities and Liabilities:
SAEC’s equities at March 31, 2012 were 

$42,820,380, an 11.9 percent increase com-
pared to 2011. The equity-to-asset ratio 
increased from 41.3 percent at March 31, 
2011, to 43.4 percent at March 31, 2012. 
SAEC generated a times interest earned ratio 
(TIER) of 3.1 in 2011 and 3.25 in 2012, which 
exceeds the ratio required under the mortgage 
indenture.

The total long-term debt increased from 
$48,536,965 in 2011 to $50,684,525 in 2012. 
The increase of $2,147,560 is composed of 
$4,092,440 debt repayments, and $6,240,000 
in loan advances. SAEC’s blended interest rate 
was 4.01 percent at March 31, 2012 compared 
to 4.35 percent at March 31, 2011.

Your member-owned cooperative remains 
in excellent financial condition. 

Each year, South Alabama Electric Coop-
erative 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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South Alabama Electric Cooperative
Year Ended March 31
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Summary of Operations 2012 2011 2010 2009 2008
Operating Revenue 39,030,812$ 39,174,685$ 39,670,629$ 35,817,638$ 32,775,576$
Cost of Power 24,582,341 25,380,407 26,325,845 25,467,435 22,572,930
Operating Expenses 11,567,603 11,360,268 10,743,174 10,602,194 10,863,808
Nonoperating Margins 1,837,150 1,874,113 1,605,203 1,834,379 1,190,518

Net Margins 4,718,018$ 4,308,123$ 4,206,813$ 1,582,388$ 529,356$

Energy Sales - KWH 309,107,520 318,473,432 313,050,607 298,803,581 305,857,770
Energy Purchases - KWH 322,188,200 342,544,500 335,947,620 320,066,920 328,078,400

Utilitiy Plant In Service 73,083,709$ 69,942,961$ 65,287,696$ 63,502,395$ 60,753,618$
Construction Work in Progress 306,480 1,044,447 615,651 249,409 863,102

Total 73,390,189 70,987,408 65,903,347 63,751,804 61,616,720
Less Accumulated Depreciation 11,541,101 11,308,754 10,891,006 10,549,960 10,518,024

Net Utility Plant 61,849,088$ 59,678,654$ 55,012,341$ 53,201,844$ 51,098,696$

Total Assets 98,576,751$ 92,630,416$ 88,208,024$ 82,486,533$ 77,140,950$

Total Equities and Margins 42,820,380$ 38,250,703$ 34,003,021$ 30,442,823$ 29,465,961$
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Note: The financial information above is part of the financial statements for the year ended December 31, 2011,
A copy of the financial statements is retained at the cooperative’s office. 
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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 Cer-
tified Cooperative Director certificate and 
Board Leadership certification from the Na-

tional Rural Electric Cooperative Association.

Glenn Reeder, District 7, is retired from 
the U.S. Army and holds a master’s in educa-
tion 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 Na-
tional Rural Electric Cooperative Association.

James May, At Large, has been a member 
of SAEC for more than 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 Bap-
tist 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 cer-
tificate and Board Leadership certification from 
the National Rural Electric Cooperative Associa-
tion. 

Board of Trustees
Bill Hixon, District 1, lives in Banks  with 
his wife Betty. He is a cattle farmer and an ac-
tive 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 As-
sociation, and president of the Wiregrass Mar-
ket Association. Hixon has received his Certi-
fied 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 Asso-
ciation and has received his Certified Coopera-
tive Director certificate and Board Leadership 
certification from the National Rural Electric 
Cooperative Association. 

Leo Williams, District 3, resides near Lu-
verne with his wife, Helen. He is a farmer by 
trade and holds a B.S. degree from the Univer-
sity of Alabama. He is involved in the Shrine 
Club. He is a member of the Luverne Method-
ist Church. While serving as a trustee for South 
Alabama EC, Williams has received his Certi-
fied Cooperative Director certificate  and Board 
Leadership certification from the National Rural 
Electric Cooperative Association. 

Ben Norman, District 4, and his wife, Jan-
ice, live near Highland Home. He is retired and is 
an outdoor writer. He holds a B.S. degree in busi-
ness administration from Troy State University. 
He is a member of Luverne Baptist Church and 
a member of the Alabama Treasure Forest Asso-
ciation. He has received his Certified Cooperative 
Director certificate and Board Leadership certi-
fication from the National Rural Electric Coop-
erative 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 educa-
tion from Auburn University Montgomery. He 
serves as a trustee with the Oak Grove United 
Methodist Church. He has received his Certi-
fied Cooperative Director certificate and Board 
Leadership certification from the National Rural 
Electric Cooperative Association.

Robert Barbaree, District 1, lives 
in the Shiloh Community with his wife Joyce. 
He is retired and is active in the Ramah 
Baptist Church. He has received his Certified 
Cooperative Directors certificate and Board 
Leadership certification from NRECA.

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 also received his Certified 
Cooperative Directors certificate and Board 
Leadership certification from NRECA.

Leo Williams, District 3, resides near 
Luverne, AL 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 Alcazar Shrine Club, a Mason and the 
Crenshaw 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 a Real Estate Broker and 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 Masters 
degree in Education from Auburn University at 
Montgomery. He serves as a trustee with the 
Oak Grove United Methodist Church. He has 
received his Certified Cooperative Directors 
certificate and Board Leadership certification 
from the National Rural Electric Cooperative 
Association.

Douglas Green, District 6, is a retired 
school teacher and holds a masters 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 Directors 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 Masters 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 Directors 
certificate and Board Leadership certification 
from NRECA as well.

Jesse Salter, District At-Large, has 
received his Board Leadership certification and 
Certified Cooperative Directors certificate 
from the National Rural Electric Cooperative 
Association. He resides near Luverne AL. He 
is a member of the Star Hope Missionary 
Baptist Church. He is a committee member 
of the Crenshaw County Farm Services 
Administration. He is a retired farmer.
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South Alabama’s first annual meeting was held 
in January 1940. At this meeting, the first board of 
trustees was elected. Serving the members were: 
W.W. Reeves, George W. Gilmore, V.G. Perdue, 
R.W. Harbin, W.C. Chapman, W.C. Grant, and J.N. 
Wallace. A special vote was taken to change the 
name of the organization to South Alabama Electric 
Cooperative. 

In 1951 the rules for voting at an annual meet-
ing were established and they haven’t changed: 1) 
No one could vote at an annual meeting unless the 
membership was in their name as a single or joint 
membership 2) No duplicate registration cards are 
issued and 3) No one can vote by proxy.

This year’s annual meeting is scheduled for Tues-
day, October 30, 2012, at the Pike County Cattle-
men’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 in-
clude a calendar, a compact fluorescent, pen and 
much more. You will also find your ticket for a free 
hot dog inside your bag. 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 elec-
tions for Districts 5, 6 and 7. 

As a member of the Cooperative,  it is important 
that you take part in the business session. The dem-
ocratic process will not work without your input.

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 Pastor Robert L. Lee, Jr 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 5,6, and 7

2:50 p.m.
MAJOR PRIZES AWARDED
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