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A Letter from the
Chairman of the Board
and President & CEO

A

s AMEA continues to serve its
11 Member cities with reliable
and economical electricity,
the joint action agency also continues
Building on a Foundation of Innovation and
Sustainability for future generations.
Innovation involves creativity that
generates new ideas to make our cities
better places to live, thus a better quality of
life for their customers.

Don McClellan and Fred Clark

Sustainability involves economic
viability and environmental sensitivity.
AMEA and its Members are committed
to achieving a sustainable balance
between being responsible corporate
citizens, governmental entities, and
environmental stewards while at the same
time maintaining a supply of reliable,
cost-competitive electric power for our
Members’ retail customers.

Providing reliable, low-cost power isn’t just our job, it’s our reason for being. Our job never ends. Our
focus is to make sure our power resources are always ready to serve our Members’ power needs. At the same
time, we’re also planning well into the future, so that as our communities grow, we’re there to support
them.
AMEA exists in one of the most challenging and dynamic industries in America. We continue to be faced
with many challenges which shape what we do and how we are able to do it. To succeed in this environment
of uncertainty and change, we continue to focus on a very sound, long-term power supply strategy. And, we
are confident our planning will deliver superior value to our Members and the customers who live, work,
and seek a fulfilling quality of life in their communities. Consequently, that strategy is well aligned with our
mission of providing reliable, economical power to our 11 Members and their retail customers.
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This mission, which has guided us for the past
31 years, served as our beacon throughout 2012.
Through this mission, we continue to focus on
innovation which allows us to meet the challenges
of the future.

We recognize that the ability to
understand and adapt to the changes in
our world is critical to our communities’
success in the years to come. In 2012, we
looked closely at changes on the horizon
and took actions that will move us closer
to a balanced solution.
2012 was a challenging, yet opportunity-filled
year for AMEA. Our efforts took us to many levels,
including signing a new power supply contract
with Alabama Power Company, to studying
the economics of constructing a hydroelectric
generating plant on the Chattahoochee River in
Houston County, to completing a new three-year
strategic plan. All of these efforts are testaments to
our mission-driven focus in serving our Member
communities.
AMEA’s 31-year history has proven that the
organization is an innovator in exploring electric
generation options to improve generation costs.
AMEA continues to study all types of electric
generation to determine the most economical and
reliable sources for a sustainable future.

to providing power for our Members and their
customers that meets the highest level of reliability,
which they have come to expect. Innovation should
always be in concert with reliability.
As you will see in this Annual Report, AMEA is
firmly focused on what is best for our Members and
their customers – having a reliable power supply and
competitive prices going well into the future. Much
of that credit goes to the AMEA Board of Directors
and our Members, whose view of the electric utility
industry, insightful understanding of AMEA’s
mission, and enthusiasm for and devotion to the
betterment of their communities will assuredly help
them attain a stable and secure energy future.
Our core business values have consistently
led to solid financial strength, established us as a
respectable leader in the industry, and expanded the
opportunities available to our Members for today and
tomorrow.
In our three decades of providing power supply
services, our greatest strength remains in working
with and for our Members, and we believe we are
on the right path to accomplishing even more
great things together as we continue Building on a
Foundation of Innovation and Sustainability.

Don McClellan
Chairman of the Board

Fred Clark
President & CEO

AMEA continues to have diverse fuel sources
of generation from nuclear to coal to natural gas
to hydropower. Our decision-making is based
on long-term sustainability as we are committed
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AMEA, a joint action agency formed in 1981, is the wholesale power provider
for 11 public power utilities in Alabama, which serve
approximately 350,000 customers in the cities of
Alexander City, Dothan, Fairhope, Foley, LaFayette, Lanett, Luverne,
Opelika, Piedmont, Sylacauga and Tuskegee.
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Core Purpose
AMEA exists to help ensure that any community in the State
of Alabama, acting through its elected and appointed leaders,
retains and prudently exercises the right to provide electricity to
its citizens.

Mission Statement
AMEA’s mission is to provide for our Member communities
a reliable and economical source of electric power, enabling
them to preserve and enhance the benefits of municipal utility
ownership for their citizens and the electric customers they serve.
We strive to offer services that our Members need and can adapt
to provide the best value for their communities and customers.

Core Values
Accountability
Ethics
Member Satisfaction
Adaptability
Teamwork
Financial Stability

2012 Annual Report 5

Reflections of 2012

AMEA/Alabama Power Company sign new
Power Supply Agreement. The AMEA Board

AMEA committed to its mission. AMEA

of Directors unanimously approved a new power

provides a vital service – electricity that powers

supply contract with Alabama Power Company

our Member communities and the approximately

(APCo) which amends and restates the current

350,000 customers of those public power

Power Supply Agreement, extending the contract

communities. AMEA’s planning always focuses

to Dec. 31, 2025. AMEA has been working

on what its Members need – a reliable and

extensively to extend the current Power Supply

economical source of energy and the services and

Agreement with APCo, which was due to end on

support to make Members successful. Living up to

Dec. 31, 2015. “Through this effort over the past

its mission of providing an economical source of

four years, we have achieved our goals and have

electricity, AMEA’s FY 2012 firm average delivered

improved nearly every element of the existing

cost of power to its Members was 66.7 mills per

contract,” said Fred Clark, AMEA President

kilowatt hour.

& CEO.

Shown at the AMEA-Alabama Power Company contract signing are (back row, L to R): Alan Williford, Manager of Planning and Engineering;
Skeeter Sheldon, Engineering Analyst II; Fred Clark, President & CEO; Mark Ennis, General Manager, Utilities Board of Tuskegee; Marlin
Wade, CFO; Tim Foster, Manager of Operations; and Wendell Cauley, Bradley Arant Boult Cummings LLP. (Front row, L to R): Don McClellan
of Alexander City, Chairman, AMEA Board of Directors; Chris Bell, Vice President, Southern Wholesale Energy; Mayor Gary Fuller of Opelika,
Vice Chairman, AMEA Board of Directors; and Mayor Tim Kant of Fairhope, Secretary/Treasurer, AMEA Board of Directors.
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PSC issues order on new AMEA/APCo

the utility’s ongoing commitment to electric

contract. In a regular meeting of the Alabama

reliability excellence for the bulk power system.

Public Service Commission (PSC), the

The award, which was presented to AMEA

group unanimously approved an Order “not

during a SERC Board of Directors Meeting in

disapproving” the AMEA/Alabama Power

Charlotte, NC, highlights the utility’s superior

Company Amended and Restated Power Supply

commitment to reliability performance and the

Agreement. As a result, the new contract is now in

quality standard set for SERC’s members and

place. The PSC’s actions were an important step

registered entities. “AMEA’s commitment to

in completing the process of the development of

reliability excellence for the members it serves

a new power supply arrangement with Alabama

and participation in SERC are evidence for

Power Company.

others that a small entity can be engaged in
reliability activities and that mutual benefits can

AMEA honored with SERC President’s Award.

be derived from that participation,” said Scott

The SERC Reliability Corporation presented

Henry, SERC President and Chief Executive

its annual President’s Award to AMEA for

Officer.

(L to R): Ray Phillips, AMEA Manager of Compliance and Special Projects, and Fred Clark, AMEA President
& CEO, accept the SERC President’s Award from Scott Henry, SERC President and Chief Executive
Officer. The annual award recognizes exceptional reliability and compliance
commitment.
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AMEA hosts Fifth Annual Power Supply
Conference. AMEA hosted its Fifth Annual Power
Supply Conference at the Renaissance Hotel and
Convention Center in downtown Montgomery.
The purpose of the conference is to review issues
of importance to AMEA Members. Attendees
were Member cities’ governing bodies, including
city council members and utility board members,
senior utility management staff, as well as local
and state economic development representatives.
Speakers included: Steve VanderMeer, Senior Vice
President for Planning and Marketing, Hometown
Connections®; Deborah Sliz, President and CEO,
Morgan Meguire; Theresa Pugh, Director of
Environmental Services, American Public Power
Association; Lance Brown, Executive Director,
Partnership for Affordable Clean Energy (PACE);
Greg Canfield, Secretary, Alabama Department
of Commerce; Terry Mitchell, Principal, Jackson
Thornton & Co.; and Steve Sewell, Executive Vice
President, Economic Development Partnership of
Alabama.

Fred Clark, AMEA President & CEO, addresses attendees at the
2012 AMEA Power Supply Conference.

Lance Brown, Executive Director, PACE, makes a presentation at the 2012 AMEA Power Supply Conference. (Conference photos courtesy of Steve
Winslett, PureDesign).
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Claussen and St. John receive AMEA President’s

AMEA explores renewable energy sources.

Award. Robert W. Claussen and H. Sewell St.

AMEA is committed to identifying electric

John, Jr. were presented the AMEA President’s

generation options which provide our Members

Award during the AMEA Appreciation Reception.

and their customers low-cost, reliable electric

The reception was held in conjunction with the

power. AMEA’s 31-year history has proven that the

2012 AMEA Power Supply Conference at the

organization is an innovator in exploring electric

Renaissance Hotel and Convention Center in

generation options to improve generation costs.

downtown Montgomery. Claussen retired from

AMEA continues to study all types of electric

AMEA in 2007 after serving 23 years as its first

generation to determine the most economical and

General Manager and President & CEO. St. John

reliable sources for the future. An example of our

was actively employed and involved in the utility

innovation is our efforts to study the feasibility

industry for 40 years, 35 of which was spent

of constructing a hydroelectric generating plant

at Riviera Utilities. He served as the Secretary-

at the George W. Andrews Lock and Dam on the

Treasurer and General Manager of Riviera for

Chattahoochee River. The project is currently

29 years. St. John served on the AMEA Board

projected to generate between 13 to 18 megawatts.

of Directors for 20 years, 18 of those years as

Through the 36-month permit that was issued

Chairman of the Board. This is the second year

by the Federal Energy Regulatory Commission

the award has been presented to individuals

(FERC), AMEA has the exclusive rights to

who helped shape AMEA. The 2011 recipients

study the economic feasibility of this project, as

were Clifford A. Lanier, Jr., of The Frazer Lanier

compared to other electric generation options.

Company, Montgomery, and the late Robert D.

Hydropower remains one of the cleanest, most

Thorington of Bradley Arant Boult Cummings

environmentally-safe and affordable sources of

LLP, also of Montgomery, who were honored

renewable energy. Over the last decade, depending

during AMEA’s 30th anniversary event in

on water availability, hydroelectricity provided 5.8

Montgomery.

to 7.2 percent of the electricity generated in the

(L to R) AMEA Board
Chairman Don McClellan,
Robert W. Claussen, H. Sewell
St. John, Jr., and Fred Clark,
AMEA President & CEO,
are shown at the AMEA
2012 Appreciation Reception.
Claussen and St. John received
the AMEA President’s Award
during the reception. (Photo
courtesy of Steve Winslett,
PureDesign).
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U.S. and averaged more than 70 percent of the
electricity generated annually from all renewable
sources. The levelized cost of electricity of new
hydropower projects, of less than 50 megawatts,
and incremental hydropower projects (adding
generating capacity to existing dams), puts them
among the least expensive forms of low-carbon
electricity. AMEA continues to have diverse
fuel sources of generation that includes nuclear,
coal, natural gas and hydropower. Our decisionmaking is based on long-term sustainability as
we are committed to providing cost-competitive,
reliable electric power for our Members and their
customers. We are hopeful the Andrews Hydro
Project will meet the cost benefit test as we work to
maintain the most economical energy possible.
AMEA receives Hometown Connections®

Tim Blodgett, President, Hometown Connections, presents Fred
Clark, AMEA President & CEO, with Hometown’s 2012 Sales
Affiliate of the Year Award.

Award. AMEA was honored at the Hometown

Connections in 1998, received the award in 2001

Connections Annual Meeting with the 2012 Sales

and 2009. The award was given “in recognition

Affiliate of the Year Award for its marketing and

of AMEA’s outstanding efforts and results in

sales efforts in Alabama and Mississippi. AMEA,

support of the organization and the public power

which was the first Sales Affiliate for Hometown

community,” Hometown said.

George W. Andrews Lock and Dam
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2013-2015 Strategic Plan completed. The
2013-2015 Strategic Plan was completed in
early 2012. The Work Plan associated with the
Strategic Plan was implemented in the 2013

Alan Williford

fiscal year, which began Oct. 1. The AMEA
Board of Directors, Member Managers, and
AMEA staff, as well as other stakeholders,
provided input on the development of the new
Strategic Plan. The process allowed stakeholders
the opportunity to help chart the future of the
joint action agency. AMEA developed its first
Strategic Plan in 1987.
Ray Phillips

AMEA staff elected to key leadership roles.
Alan Williford, AMEA Manager of Planning
and Engineering, was re-elected vice president
of the Southeastern Federal Power Customers,
Inc., (SeFPC). SeFPC represents the hydropower
interests of cooperatives and municipal systems in
Alabama, Florida, Georgia, Kentucky, Mississippi,
North Carolina, South Carolina, Tennessee and
Virginia, which serve more than six million
customers. Ray Phillips, AMEA Manager of
Compliance and Special Projects, was elected cochairman of the SERC Reliability Corporation
Board of Directors. Phillips has served in various
capacities with SERC, including the Board of
Directors, the Board Executive Committee, the
Board Compliance Committee, and the SERC
Operating Committee.
Gary Fuller, Vice Chairman, AMEA Board of Directors, and
Mayor, City of Opelika, participates in the 2013-2015 Strategic
Plan development.
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AMEA partners with Alabama Communities of
Excellence program. To assist AMEA Member
cities with becoming an Alabama Communities
of Excellence (ACE) designee, AMEA partnered
with the program to help facilitate this process.
ACE is a comprehensive three-phase approach
to economic and community development
of cities with populations between 2,000 and
18,000. Communities with eligible populations
must complete and submit an application in
order to be considered for the ACE program.
The two main criteria used in selecting ACE
participants are the level of local commitment
to the ACE program and the community’s
capacity to support the ACE program. Partner
organizations include AMEA, Alabama Power
Company, Alabama Association of Regional
Councils, Alabama Department of Economic
and Community Affairs, Alabama Department
of Commerce, Alabama Farmers Federation,
Alabama Historical Commission, Alabama
League of Municipalities, Auburn University
Economic & Community Development
Institute, Economic Development Association
of Alabama, Goodwyn, Mills & Cawood,
Regions Financial Corporation, the University
of Alabama Center for Economic Development,
and the University of West Alabama. Throughout
each of the three phases, ACE partners work
with each community to successfully achieve
their goals.
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AMEA Board of Directors

Don McClellan
Chairman
City of Alexander City

Gary Fuller
Vice Chairman
City of Opelika

Tim Kant
Secretary/Treasurer
City of Fairhope

Dale Baker
Sylacauga Utilities Board

Taylor Barbaree
City of Dothan

Mike Dugger
Riviera Utilities-Foley

Henry Osborne
City of Lanett

Morris Tate
Luverne Electric Board

Lee Young
City of Piedmont
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AMEA Management Staff

Fred Clark
President & CEO

J. Marlin Wade
Chief Financial Officer

Tim Foster
Manager of Operations

Lisa Miller
Manager of Communications
and Marketing

Participating Members
City of Alexander City
City of Dothan
City of Fairhope
City of LaFayette
City of Lanett
City of Opelika
City of Piedmont
The Utilities Board of the City of Foley
The Electric Board of the City of Luverne
The Utilities Board of the City of Sylacauga
The Utilities Board of the City of Tuskegee
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Ray Phillips
Manager of Compliance
and Special Projects

Alan Williford
Manager of Planning
and Engineering

Samantha Alexander
Board Secretary

Consulting Engineers
SAIC Energy, Environment & Infrastructure, LLC
Orlando, Florida

General Counsel
Bradley Arant Boult Cummings LLP
Montgomery, Alabama
Miller, Balis & O’Neil, P.C.
Washington, D.C.

Bond Fund Trustee
Regions Bank
Birmingham, Alabama

Financial Advisor
The Frazer Lanier Company
Montgomery, Alabama
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

Corporate Structure — The Alabama Municipal Electric Authority (AMEA or the “Authority”) is a
nonprofit joint action agency created on August 17, 1981, under Act No. 81-681 (the “Act”), General Laws of
Alabama. The Authority is a public corporation whose primary purpose is to provide reliable and economical
electric power to its 11 members.
Joint Action — The Authority is composed of 11 members consisting of municipalities, utilities boards, and
an electric board, all located in the state of Alabama (the “Participating Members”), each of which owns and
operates an electrical distribution system. Each Participating Member has signed a purchase power contract
with the Authority that expires on December 31, 2035.
Legal Authority — The Act provides that the Authority will establish rates and charges to produce revenues
sufficient to cover its costs, including debt service. The Authority is specifically authorized by the Act to
undertake projects for its members and to issue tax-exempt bonds and other obligations to finance the costs of
such projects.
Overview of the Financial Statements — This discussion and analysis is intended to serve as an
introduction to the Authority’s basic financial statements. These financial statements are designed to provide
readers with an overview of the Authority’s finances, in a manner similar to private sector businesses.
The balance sheets present information on all of the Authority’s assets and liabilities, with the difference
between the two being reported as net assets. The Authority limits the amount of net assets to amounts
necessary to fund any capital assets that need to be purchased that are not funded by bond issues. All other
excess funds are transferred to the Rate Stabilization account. The Rate Stabilization account funds will be
used to help reduce future rate increases to the Participating Members.
The statements of revenues and expenses and changes in net assets present information relative to how the
Authority’s net assets changed during the fiscal years presented. All changes in net assets are reported on the
accrual basis as soon as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows. Therefore, revenues and expenses are reported in these statements for some items that will
result in cash flow in future fiscal years.
Proprietary Funds — The Authority operates only one type of proprietary fund — the enterprise fund-type.
Enterprise funds are used to report business-type activities (as contrasted with tax-supported governmental
activities).
Notes to Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the financial statements.
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Financial Analysis — 2012 Compared to 2011
Condensed balance sheets as of September 30, 2012 and 2011, are as follows:
2012

Total assets

2011

$ 104,530,570

$ 88,958,603

Long-term debt, net
Other liabilities

36,298,580
49,285,982

37,339,180
33,690,332

Total liabilities

85,584,562

71,029,512

$ 18,946,008

$ 17,929,091

Net assets

Total Assets — The increase in total assets of $15,571,967 is driven by several factors. Annual amortization
and depreciation decreased total assets in the amount of $2,167,893. Other long-term assets increased by
$438,360, primarily a result of the issuance of two economic development loans. Total current assets
increased by a total of $16,709,114, which was primarily due to a $4,054,130 increase in receivables from
Participating Members and a $12,866,874 increase in the operation and maintenance fund due to the timing of
accounts payable due after year-end. Regulatory assets, net increased by $463,103, primarily the result of the
costs of the new Santee Cooper purchased power contract and the negotiation costs of the Amended and
Restated Power Supply Agreement with Alabama Power Company.
Total Liabilities — The increase in total liabilities of $14,555,050 was primarily a result of the following
items. Amounts payable under power supply contracts increased by $17,873,908 a result of the timing of
invoices from Alabama Power Company making more payable at September 30, 2012. Long-term debt was
reduced by $1,040,600 primarily as a result of normal debt payments. Net costs to be refunded to
Participating Members decreased by $2,252,158, a result of a $1,450,000 transfer from the Working Capital
account, in addition to deferred depreciation and other items normally charged to this account.
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A summary of operations for the years ended September 30, 2012 and 2011, is as follows:
2012

Operating revenues
Operating expenses:
Purchased power expenses
Plant operating expenses
Administrative, general, and operating expenses
Total operating expenses
Net operating income
Other expense — net

2011

$ 208,393,394

$ 215,159,393

200,282,704
610,714
6,964,916

205,725,080
808,541
7,147,385

207,858,334

213,681,006

535,060

1,478,387

(1,770,302)

(1,786,206)

Changes in net costs to be refunded to Participating Members

2,252,159

656,054

Excess of revenues over expenses

1,016,917

348,235

17,929,091

17,580,856

$ 18,946,008

$ 17,929,091

Net assets — beginning of year
Net assets — end of year

Operating Revenues — Total operating revenues decreased by $6,765,999. Decreases in capacity sales and
energy sales offset by a January 1, 2012, increase in the demand and energy rates charged to the Authority’s
Participating Members resulted in a net decrease in sales of electricity to Participating Members in the amount
of $5,263,647. Sales of electricity to others decreased by $1,502,352 from a decline in sales to Tenaska Power
Services Co.
Operating Expenses — Total operating expenses decreased by $5,822,672. Purchased power expenses
decreased by $5,442,376 due to increases in Power Supply Agreement (PSA) but countered by a decrease in
purchased energy. Capacity costs under the PSA increased by $6,698,579 based on contracted rate increases.
The net energy costs under the PSA decreased by $8,683,306. Transmission costs decreased by $2,112,634.
Plant operating expenses decreased by $197,827 as a result of the Authority’s AMEA-Sylacauga Plant
operating less than in the previous year.
Other Expense — Net — Other expense — net decreased by $15,904. Interest expense decreased by $36,710
due to a lower outstanding debt balance. Interest income decreased by $23,413 as a result of lower interest
rates. Investment income increased by $49,548 as a result of an increase in the Authority’s share of
Hometown Connections profit and an increase in the market value of the Authority’s investment account.
Other income decreased by $48,910.
Changes in Net Costs to Be Refunded to Participating Members — The change of $1,596,105 in this
account is due to a small increase in the amount of the regular annual charges to this account and a transfer in
FY2012 of $1,450,000 from working capital. In FY2011, $200,000 was transferred to the Rate Stabilization
account (see Note 6).
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Liquidity and Capital Resources — The Authority had cash and cash equivalents of $34,826,929 at
September 30, 2012, an increase of $16,170,506 from the prior year. The cash receipts during the year for
operating activities were $15,681,354, more than cash paid for operating expenses. Also, $2,980,005 was paid
out for capital and related financing activities. During the year, $3,162,179 was transferred from the
Investment account to the Working Capital account. Cash and cash equivalents balances are composed of the
Working Capital account, including the Operating and Maintenance fund and the Rate Stabilization account
included in the Revenue fund.
The Authority’s debt classified as long term as of September 30, 2012, is $36,298,580. This debt was issued
in 2003 to finance the construction of the AMEA-Sylacauga Plant. Future revenues from the sale of electricity
to members are expected to be sufficient to fully retire this debt at scheduled maturity dates through 2033.
Financial Analysis — 2011 Compared to 2010
Condensed balance sheets as of September 30, 2011 and 2010, are as follows:
2011

Total assets

2010

$ 88,958,603

$ 90,737,560

Long-term debt
Other liabilities

37,339,180
33,690,332

38,339,542
34,817,162

Total liabilities

71,029,512

73,156,704

$ 17,929,091

$ 17,580,856

Net assets

Total Assets — The decrease in total assets of $1,778,957 is driven by several factors. Annual amortization
and depreciation decreased total assets in the amount of $2,377,144. Other long-term assets decreased by
$201,019, primarily a result of the repayment of an economic development loan. Total current assets
increased by a total of $128,483. Regulatory assets increased by $330,714, primarily the result of the costs of
the new Santee Cooper purchased power contract and the negotiation costs of a new Alabama Power
Company contract.
Total Liabilities — The decrease in total liabilities of $2,127,192 was primarily a result of the following
items. Long-term debt was reduced by $1,000,362 primarily as a result of normal debt payments. Net costs to
be refunded to Participating Members decreased by $656,054, a result of a $200,000 transfer to the Rate
Stabilization account from the Working Capital account, offset by deferred depreciation and other items
normally charged to this account. Additionally, amounts payable under power supply contracts decreased by
$272,602, a result of less purchases from Alabama Power Company in September 2011 as opposed to 2010.
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A summary of operations for the years ended September 30, 2011 and 2010, is as follows:
2011

Operating revenues
Operating expenses:
Purchased power expenses
Plant operating expenses
Administrative, general, and operating expenses
Total operating expenses
Operating gain (loss)
Other (expense) — net

2010

$ 215,159,393

$ 199,847,875

205,725,080
808,541
7,147,385

192,800,849
1,162,059
7,168,645

213,681,006

201,131,553

1,478,387

(1,283,678)

(1,786,206)

(1,789,570)

Changes in net costs to be refunded to Participating Members

656,054

3,595,466

Excess of revenues over expenses

348,235

522,218

17,580,856

17,058,638

$ 17,929,091

$ 17,580,856

Net assets — beginning of year
Net assets — end of year

Operating Revenues — Total operating revenues increased by $15,311,518. Small decreases in capacity
sales and energy sales and a February 1, 2011, increase in the demand and energy rates charged to the
Authority’s Participating Members resulted in a net increase in sales of electricity to Participating Members in
the amount of $14,102,630. Sales of electricity to others increased by $1,208,888.
Operating Expenses — Total operating expenses increased by $12,549,453. Purchased power expenses
increased by $11,835,989 due to increases in PSA and transmission costs. Capacity costs under the PSA
increased by $10,880,730 based on contracted rate increases. The net energy costs under the PSA decreased
by $558,210. Transmission costs increased by $562,924 as a direct result of a transmission rate increase. Plant
operating expenses decreased by $353,518 as a result of the AMEA-Sylacauga Plant operating less than in the
previous year.
Other Expense — Net — Other expense — net decreased by $3,364. Interest expense decreased by $33,190
due to a lower outstanding debt balance. Interest income decreased by $8,149 as a result of lower interest
rates. Investment income decreased by $79,749 as a result of a decrease in the Authority’s share of Hometown
Connections profit and an increase in the market value of the Authority’s investment account. Other income
increased by $56,164 primarily as a result of an increase in rental income and a sale of Nox credits.
Changes in Net Costs to Be Refunded to Participating Members — The change of $2,939,412 in this
account is due to a small reduction in the amount of the regular annual charges to this account and a deposit in
FY2011 of $200,000 to the Rate Stabilization account. In FY2010, $2,700,000 was withdrawn from the Rate
Stabilization account (see Note 6).
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Liquidity and Capital Resources — The Authority had cash and cash equivalents of $18,656,423 at
September 30, 2011, an increase of $1,190,576 from the prior year. The cash receipts during the year for
operating activities were $2,925,167, more than cash paid for operating expenses. Also, $3,046,372 was paid
out for capital and related financial activities. During the year, $1,125,722 was transferred from the
investment account to the Working Capital account. Cash and cash equivalents balances are composed of the
Working Capital account, including the Operating and Maintenance fund and the Rate Stabilization account
included in the revenue fund.
The Authority’s debt classified as long term as of September 30, 2011, is $37,339,180. This debt was issued
in 2003 to finance the construction of the AMEA-Sylacauga Plant. Future revenues from the sale of electricity
to members are expected to be sufficient to fully retire this debt at scheduled maturity dates through 2033.
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basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

February 26, 2013
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
BALANCE SHEETS
AS OF SEPTEMBER 30, 2012 AND 2011
2012

ASSETS
PROPERTY AND EQUIPMENT — Net
OTHER LONG-TERM ASSETS:
Investments
Capital fund program receivable
Total other long-term assets
SPECIAL FUNDS INVESTED:
Debt service fund (restricted)
Reserve and contingency fund
Total special funds invested
CURRENT ASSETS:
Funds invested:
Revenue fund
Operation and maintenance fund
Special funds — debt service fund (restricted)
Total funds invested
Receivables from participating members
Other receivables
Materials and supplies
Capital fund program receivable
Prepaid expenses
Total current assets
DEFERRED COSTS:
Regulatory assets, net
Unamortized bond issuance costs — net of accumulated
amortization of $679,839 and $611,537, respectively
Total deferred costs
TOTAL

2011

$ 27,818,256

$ 29,780,070

458,165
800,000

419,805
400,000

1,258,165

819,805

2,932,529
50,000

2,941,023
50,000

2,982,529

2,991,023

14,705,837
25,730,226
244,035

14,707,313
12,863,352
244,068

40,680,098

27,814,733

27,273,142
19,261
157,830
104,101

23,219,012
39,944
154,310
200,000
97,319

68,234,432

51,525,318

3,391,259

2,928,156

845,929

914,231

4,237,188

3,842,387

$ 104,530,570

$ 88,958,603
(Continued)
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
BALANCE SHEETS
AS OF SEPTEMBER 30, 2012 AND 2011
2012

LIABILITIES AND NET ASSETS

2011

LONG-TERM DEBT — Revenue bonds — net of
unamortized discounts

$ 36,298,580

$ 37,339,180

REGULATORY LIABILITIES — Net costs to be
refunded to participating members

12,151,963

14,404,121

CURRENT LIABILITIES:
Current maturities of revenue bonds
Amounts payable under power supply contracts
Special funds — accrued interest on revenue bonds
Other current liabilities

1,050,000
35,355,622
156,535
571,862

1,010,000
17,481,714
159,902
634,595

Total current liabilities

37,134,019

19,286,211

Total liabilities

85,584,562

71,029,512

(9,530,324)
3,176,564
25,299,768

(8,569,110)
3,185,091
23,313,110

18,946,008

17,929,091

$ 104,530,570

$ 88,958,603

NET ASSETS:
Invested in capital assets — net of related debt
Restricted for debt service
Unrestricted
Total net assets
TOTAL
See notes to financial statements.
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
STATEMENTS OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011
2012

OPERATING REVENUES:
Sales of electricity to Participating Members
Sales of electricity — other
Total operating revenues
OPERATING EXPENSES:
Partial requirements services:
Purchased power
Transmission and distribution
Plant operating expenses
Cost of other electricity sales
Other operating and maintenance expenses
Administrative and general expenses
Amortization and depreciation
Total operating expenses
NET OPERATING INCOME
OTHER INCOME (EXPENSE):
Interest expense
Interest income
Investment gain (loss)
Other income
Amortization of bond discounts, issuance costs,
and excess costs of bond refundings
Total other expense

2011

$ 208,363,579
29,815

$ 213,627,226
1,532,167

208,393,394

215,159,393

187,589,971
12,660,544
610,714
32,189
547,190
4,249,833
2,167,893

189,589,778
14,773,178
808,541
1,362,124
521,007
4,319,267
2,307,111

207,858,334

213,681,006

535,060

1,478,387

(1,915,456)
137,070
36,014
49,773

(1,952,166)
160,483
(13,534)
98,682

(77,702)

(79,671)

(1,770,301)

(1,786,206)

CHANGES IN NET COSTS TO BE
REFUNDED TO PARTICIPATING MEMBERS

2,252,158

656,054

EXCESS OF REVENUES OVER EXPENSES

1,016,917

348,235

17,929,091

17,580,856

$ 18,946,008

$ 17,929,091

NET ASSETS:
Balance — beginning of year
Balance — end of year
See notes to financial statements.
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011

OPERATING ACTIVITIES:
Cash received from sales of electricity
Cash paid under power supply contracts
Cash paid to other suppliers and employees
Other cash receipts
Net cash provided by operating activities

2012

2011

$ 204,516,313
(182,422,796)
(6,471,870)
59,707

$ 215,327,226
(205,810,914)
(6,902,786)
311,641

15,681,354

2,925,167

(51,182)
(1,010,000)
(1,918,823)

(121,175)
(970,000)
(1,955,197)

(2,980,005)

(3,046,372)

(2,789,591)
6,091,068
167,680

(3,016,109)
4,150,636
177,254

3,469,157

1,311,781

NET INCREASE IN CASH AND CASH EQUIVALENTS

16,170,506

1,190,576

CASH AND CASH EQUIVALENTS — Beginning of year

18,656,423

17,465,847

$ 34,826,929

$ 18,656,423

CAPITAL AND RELATED FINANCING ACTIVITIES:
Payment for acquisition of property and equipment
Principal paid on revenue bond maturities
Interest paid on revenue bonds
Net cash used in capital and related financing activities
INVESTING ACTIVITIES:
Payments for purchases of funds invested
Proceeds from sale of funds invested
Interest income received
Net cash provided by investing activities

CASH AND CASH EQUIVALENTS — End of year

(Continued)
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011
2012

RECONCILIATION OF NET OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:
Net operating income
Adjustments to reconcile net operating income
to net cash provided by operating activities:
Amortization and depreciation
Other cash receipts
Changes in assets and liabilities:
Receivables
Prepaid expenses
Materials and supplies
Regulatory assets
Amounts payable under power supply contracts
Other liabilities

$

535,060

2011

$

2,167,893
47,767

2,307,111

(4,252,239)
(6,782)
(3,520)
(656,747)
17,852,116
(2,194)

Total adjustments

202,307
(523)
10,000
(561,284)
(253,292)
(257,539)

15,146,294

NET CASH PROVIDED BY OPERATING ACTIVITIES
See notes to financial statements.

$ 15,681,354

1,478,387

1,446,780
$

2,925,167
(Concluded)
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ALABAMA MUNICIPAL ELECTRIC AUTHORITY
NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011

1.

ORGANIZATION AND OPERATIONS
Alabama Municipal Electric Authority (AMEA or the “Authority”) is a public corporation in the state of
Alabama. The Authority was created on August 17, 1981, pursuant to the provisions of Act No. 81-681
of the State of Alabama Legislature for the purpose of securing an adequate, dependable, and
economical power supply for its participating members. The Authority’s power supply is provided under
the terms of contractual arrangements, generation at the AMEA-Sylacauga Plant, or purchased on the
open market (see Note 4). The Authority sells power pursuant to Power Sales Contracts (see Note 3) to
each of its 11 participating members (the “Participating Members”), which consist of municipalities,
utility boards, and an electric board. Each Participating Member owns and operates its own electric
distribution system.
The activities of the Authority are formally promulgated by and financed under The Power Supply
System Revenue Bond Resolution (the “Resolution”), as supplemented and amended, adopted by the
Board of Directors (the “Board”). The Resolution established special funds to hold proceeds from debt
issuances; such proceeds are restricted and are to be used for development and acquisition costs and to
maintain certain reserves. The Resolution also established additional special funds in which revenues
from Participating Members are to be deposited and from which operating costs, debt service, and other
specified payments are to be made.

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting — The accounting records of the Authority are maintained on an accrual basis in
accordance with accounting principles generally accepted in the United States of America (GAAP)
issued by the Governmental Accounting Standards Board (GASB) applicable to governmental entities
that use proprietary fund accounting and the Financial Accounting Standards Board (FASB) that does
not conflict with accounting standards issued by the GASB. The Authority also complies with policies
and practices prescribed by its Board and to practices common in the utility industry. Also, the accounts
of the Authority are maintained in accordance with the Uniform System of Accounts of the Federal
Energy Regulatory Commission (FERC).
New Accounting Standards — In December 2010, the GASB issued GASB Statement No. 62,
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements. This statement establishes accounting and financial reporting
standards for the financial statements of state and local governments and other governmental activities.
This statement will become effective for the Authority for fiscal year 2013. Management has not yet
determined the impact it will have on the Authority’s financial statements.
In June 2011, the GASB issued GASB Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position. This statement standardizes the
presentation of deferred outflows of resources and their effects on an entity’s net position. This
statement will become effective for the Authority for fiscal year 2013. Management has not yet
determined the impact it will have on the Authority’s financial statements.
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In June 2011, the GASB issued GASB Statement No. 64, Derivative Instruments: Application of Hedge
Accounting Termination Provisions. This statement sets forth criteria that establish when the effective
hedging relationship continues and hedge accounting should continue to be applied. This statement
became effective for the Authority for fiscal year 2012. It had no impact on the Authority’s financial
statements.
In March 2012, the GASB issued GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities. This statement establishes accounting and financial reporting standards that reclassify, as
deferred outflows of resources or deferred inflows of resources, certain items that were previously
reported as assets and liabilities and recognizes, as outflows of resources or inflows or resources, certain
items that were previously reported as assets and liabilities. This statement will become effective for the
Authority for fiscal year 2014. Management has not yet determined the impact it will have on the
Authority’s financial statements.
In March 2012, the GASB issued GASB Statement No. 66, Technical Corrections — 2012 (an
amendment of GASB Statements No. 10 and No. 62). This objective of this statement is to improve
accounting and financial reporting by resolving conflicting guidance that resulted from the issuance of
two pronouncements — GASB Statements No. 54, Fund Balance Reporting and Governmental Fund
Type Definitions, and No. 62, Codification of Accounting and Financial Reporting Guidance Contained
in Pre-November 30, 1989 FASB and AICPA Pronouncements. This statement will become effective for
the Authority for fiscal year 2014. Management has not yet determined the impact it will have on the
Authority’s financial statements.
In June 2012, the GASB issued GASB Statement No. 68, Accounting and Financial Reporting for
Pensions (an amendment of GASB Statement No. 27). This statement addresses accounting and financial
reporting for pensions. This statement will become effective for the Authority’s for fiscal year 2015.
Management has not yet determined the impact it will have on the Authority’s financial statements.
Regulatory Assets and Liabilities — As the Board has the authority to set rates, the Authority follows
FASB Accounting Standards Codification 980 — Regulated Operations, which provides for the
reporting of assets and liabilities consistent with the economic effect of the rate structure. Regulatory
assets represent probable future revenues associated with certain costs that are expected to be recovered
from customers through the rate-making process. Regulatory liabilities represent probable future
reductions in revenues associated with amounts that are expected to be credited to customers through the
rate-making process.
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Regulatory assets reflected in the Authority’s balance sheets as of September 30, 2012 and 2011, relate
to the following:
2012

Power supply agreements implementation costs
Delivery point development costs

2011

Note

$ 1,422,499
1,968,760

$ 874,718
2,053,438

$ 3,391,259

$ 2,928,156

(a)
(b)

(a) Power supply agreements implementation costs were incurred by the Authority for the
current agreement with the Alabama Power Company, the contract with Santee Cooper and
the costs of negotiating the Amended and Restated Power Supply Agreement with Alabama
Power Company. The Authority Board of Directors directed the Authority to defer and
amortize these costs over the terms of the agreements. The recorded amounts are presented
net of accumulated amortization of $454,441 for 2012 and $387,116 for 2011.
(b) Delivery point development costs were incurred by the Authority in the construction of
transmission substations required in order for Participating Members to efficiently receive
power. The Authority Board of Directors directed the Authority to defer and amortize these
costs over the life of the contract with the Participating Member or the life of the
asset, whichever is shorter. The recorded amounts are presented net of accumulated
amortization of $392,028 for 2012 and $307,351 for 2011.

See Note 6 for discussion of the regulatory liabilities reflected in the Authority’s balance sheets at
September 30, 2012 and 2011.
Amortization — Unamortized bond issuance costs and bond discounts are being amortized using a
method that approximates the effective interest method over the life of the bonds.
Cash and Cash Equivalents — The Authority considers cash and cash equivalents to be all
unrestricted, highly liquid instruments with original maturities of three months or less, the amounts of
which are included in certain funds as of September 30, 2012 and 2011, as follows:
2012

Revenue fund — rate stabilization
Operation and maintenance fund

2011

$ 14,700,000
20,126,929

$ 14,700,000
3,956,423

$ 34,826,929

$ 18,656,423

As of September 30, 2012, the Authority maintained all of its cash deposits in one Alabama financial
institution. The carrying amount of the Authority’s deposits as of September 30, 2012 and 2011, was
$34,826,929 and $18,656,423, respectively. Of this amount, $250,000 and $500,000, respectively, was
insured by the Federal Deposit Insurance Corporation (FDIC) and $34,576,929 and $18,156,423,
respectively, was insured under the State of Alabama Security for Alabama Funds Enhancement Act
(SAFE) program for public funds. The SAFE program became effective on January 1, 2001, and in case
of a failure of a financial institution in the state of Alabama, the SAFE program provides loss coverage
for all public funds deposited in excess of amounts covered by the FDIC.
Investments — The Authority accounts for investments in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools. Under
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this statement, investments are recorded at fair value for purposes of reporting under GAAP.
Investments are stated at amortized cost or cost for purposes of reporting in accordance with the terms of
the Resolution. At September 30, 2012 and 2011, the market value of this account was $8,743,856 and
$11,859,715, respectively. These amounts were insured under the State of Alabama SAFE program.
Receivables from Participating Members — Receivables derived from sales of electricity to
Participating Members represent a substantial portion of the total receivables balance.
Capital Fund Program — In 2000, the Authority established the capital fund program. The objective
of this program is to assist its member communities in the development or improvement of sites and
facilities available for economic development. If a member meets the criteria of the program, it would be
eligible for a loan in $200,000 increments. All loans are non-interest-bearing. The maximum total
amount of loans that can be made from this program is $3,000,000 as of September 30, 2012, and was
approved by the Budget/Audit/Rate (BAR) Committee of the Board. The Authority’s BAR Committee
administers this program. The loans are payable based on terms established by this committee.
Materials and Supplies — Generally, materials and supplies include the historical costs of the AMEASylacauga Plant materials. Materials are charged to inventory when purchased and then expensed or
capitalized to plant, as appropriate, when installed.
Property and Equipment — All property and equipment is recorded at cost and depreciation is
computed using the straight-line method over the estimated useful lives of 3 to 35 years. Depreciation
expense was $2,015,891 and $2,034,899 for the years ended September 30, 2012 and 2011, respectively.
Property and equipment consist of the following items at September 30, 2012 and 2011:
2012

Electric plant
Building
Equipment
Transportation equipment
Load management and SCADA system

Accumulated depreciation
Property and equipment — net

2011

$ 41,387,490
1,406,527
579,573
163,173
4,368,296

$ 41,387,490
1,404,482
594,179
164,967
4,361,055

47,905,059

47,912,173

20,086,803

18,132,103

$ 27,818,256

$ 29,780,070

Taxes — As an agency of the State of Alabama, the Authority’s income is exempt from federal and state
income taxes. The Authority is exempted from property and franchise or other privilege taxes; however,
the Authority is subject to a statutory requirement to make a payment in lieu of property, sales, and
certain other taxes.
Revenue Recognition — Operating revenues are recognized in the period that electricity is supplied to
Participating Members and others. All other revenues are reflected in other income. Costs associated
with the acquisition and generation of electricity supplies are included in operating expenses.
Accounting Estimates — The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results may differ from those
estimates.
- 17 -
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3.

POWER SALES CONTRACTS
Each Participating Member has entered into an Amended and Restated Power Sales Contract (the “Sales
Contracts”) with the Authority, which extends through December 31, 2035. The Sales Contracts require
that the Authority furnish, and each Participating Member take and pay for, all power and energy
requirements of the Participating Member (“full requirements services”) in excess of that supplied by the
Southeastern Power Administration (SEPA) and any excluded power supply resources, as defined.
Initially, the Participating Members were required to purchase all of their full requirements services
from the Authority. Beginning January 1, 2001, the power supply requirements may be limited by either
the Participating Member or the Authority to equal the Participating Members’ “Contract Rate of
Delivery,” which is defined as the highest billing demand of the Participating Member during the
24 billing periods preceding the effective date of the limitation, adjusted up or down by not more than
10%, to provide for optimal utilization of the Authority’s resources.
Under the terms of the Sales Contracts, each Participating Member may acquire excluded power supply
resources under certain conditions that include a provision that the total power obtained from such
resources, excluding its SEPA allocation, cannot exceed 10% of the Participating Member’s adjusted
maximum demand (as defined) in any preceding calendar year.
Retail electric rates charged by Participating Members to their local consumers are not subject to the
regulatory control of the Alabama Public Service Commission (PSC) (the “Commission”). The Sales
Contracts stipulate that each Participating Member maintain retail rates sufficient to enable it to pay all
amounts due to the Authority.

4.

POWER SUPPLY AGREEMENTS
The Authority’s power supply is provided under the terms of contractual arrangements, generation at the
AMEA-Sylacauga Plant, or purchased on the open market.
Currently and in the past, the Authority has entered into power supply agreements with Alabama Power
Company (the “Company”). On December 20, 2001, the Authority entered into its most recent PSA with
the Company. The PSA began on January 1, 2006, and terminates on December 31, 2015. Under the
PSA, the Company will deliver the capacity and energy sold to the Authority at the high voltage side of
the transformers at the various generating units of the Company that provide capacity and energy under
the PSA. The Company will provide 100% of the Authority’s capacity and energy needs, as determined
by the Authority, during the contract period unless the Authority provides the Company notice to supply
up to 20% of its 2006 forecasted capacity needs during years 2007–2015. The Company may provide all
of the Authority’s load growth after the first five years of the contract period.
Pursuant to the provisions of Section 11-50A-25, Code of Alabama 1975, as amended, the Authority
was required to file the PSA with the PSC. On May 7, 2002, the PSC ordered that “the Agreement and
the rates to be charged by the Authority pursuant to the provisions of the Agreement are not disapproved
by the Commission.” The PSA, pursuant to the FERC regulations, does not require PSC approval.
On June 7, 2012, the Authority further amended and restated the PSA (the “Amended and Restated
PSA”) with the Company. The Amended and Restated PSA is a modification of the PSA entered into on
December 20, 2001 with the Company. The Amended and Restated PSA will begin on January 1, 2013,
and terminates on December 31, 2025. Under the Amended and Restated PSA, the Company will
continue to deliver the capacity and energy sold to the Authority at the high voltage side of the
transformers at the various generating units of the Company that provide capacity and energy under the
Amended and Restated PSA. The Company will provide 100% of the Authority’s capacity and energy
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needs, based on a formulary approach accounting for actual usage, as determined by the Company,
during the contract period unless the Authority provides the Company notice to supply up to 220 MW of
its capacity needs during the years 2016–2020, and up to 320 MW of its capacity needs during the years
2021–2025.
Pursuant to the provisions of Section 11-50A-25, Code of Alabama 1975, as amended, the Authority
was required to file the Amended and Restated PSA with the PSC. On July 10, 2012, the PSC ordered
that “the Amended and Restated Power Supply Agreement and the rates to be charged by the Authority
pursuant thereto are not disapproved by the Commission.” The Amended and Restated PSA, pursuant to
the FERC regulations, does not require PSC approval.
In order for the Authority to obtain transmission service to deliver the capacity and energy to the
Authority’s metering points with its Participating Members, the Authority entered into the Agreement
for Network Integration Transmission Service and the Network Operating Agreement, both dated
December 29, 2005, with Southern Company Services. These agreements provide the transmission
services required by the Authority to allow it to deliver the output of the resources defined in the PSA,
the output of the AMEA-Sylacauga Plant (see further discussion below), and to deliver certain nonfirm
energy transactions.
The AMEA-Sylacauga Plant is a 95 MW gas-fired peaking generation facility located within the city
limits of the city of Sylacauga, Alabama. The AMEA-Sylacauga Plant was financed via the $45,550,000
Power Supply System Revenue Bonds, 2003 Series A. The interconnection of the AMEA-Sylacauga
Plant to the 115 kV transmission systems was agreed to by the Company. Gas and water supply are
provided by the Utilities Board of the City of Sylacauga.
As of September 30, 2009, the Authority has entered into a power purchase and sales agreement with
Tenaska Power Services Co. This agreement provides the Authority the opportunity to buy and sell
replacement energy on an hour-to-hour, daily, weekly, and monthly basis. This contract was terminated
on December 31, 2012.
On December 15, 2010, the Authority entered into an agreement for 50 MW of base load capacity and
energy through a 10-year contract with the South Carolina Public Service Authority (Santee Cooper).
This agreement begins on January 1, 2014, and terminates on December 31, 2023. Under the agreement,
Santee Cooper will deliver 50 MW of capacity and energy to the Southern Company Transmission
System-Santee Cooper interface. The transmission at the interface to Southern Company was approved
per the Southern Company Open Access Transmission Tariff procedures.
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5.

FUNDS INVESTED
The Authority’s cash and other funds invested as of September 30, 2012 and 2011, are summarized as
follows:
2012

Fair Value

U.S. government Treasury bonds and agency
certificates — held by trustee in the Authority’s
name (uninsured and unregistered)
Money market instruments — mutual funds
composed of U.S. Treasury obligations

Cost

$ 2,932,529

$ 2,929,000

294,035

294,035

3,226,564

3,223,035

34,826,929
5,603,297
5,837

34,826,929
5,616,641
5,837

Total funds invested

$ 43,662,627

$ 43,672,442

Consisting of:
Special funds invested
Current assets — funds invested

$ 3,226,564
40,436,063

Interest-bearing cash and cash equivalent accounts
U.S. government bonds and agency certificates
Accrued interest and other

$ 43,662,627
2011

Fair Value

U.S. government Treasury bonds and agency
certificates — held by trustee in the Authority’s
name (uninsured and unregistered)
Money market instruments — mutual funds
composed of U.S. Treasury obligations

Cost

$ 2,941,023

$ 2,929,000

294,068

294,068

3,235,091

3,223,068

18,656,423
8,906,929
7,313

18,656,423
8,914,355
7,313

Total funds invested

$ 30,805,756

$ 30,801,159

Consisting of:
Special funds invested
Current assets — funds invested

$ 3,235,091
27,570,665

Interest-bearing cash and cash equivalent accounts
U.S. government bonds and agency certificates
Accrued interest and other

$ 30,805,756

Investments included in the funds invested categories are stated at fair values, plus any accrued interest.
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Credit Risk — The Authority’s policy regarding credit risk on investments is governed by the
Resolution, which authorizes the Authority to invest in (1) direct obligations of, or obligations, which
the principal and interest are unconditionally guaranteed by the United States of America; (2) direct and
general obligations of any state in the United States of America, or of any agency or local government
unit thereof whose obligations are fully secured as to principal and interest by cash or obligations of the
character described in (1) above; (3) obligations of or guaranteed by any agency or corporation of the
United States of America; (4) new housing authority bonds or project notes issued by the public
agencies and fully secured as to principal and interest by certain agreements with the United States of
America; (5) obligations of any state, territory, or possession of the United States of America or of any
political subdivision thereof whose securities are rated by a nationally recognized bond-rating agency in
either of its two highest rating categories; (6) certificates of deposit issued by a bank, trust company, or
similar institution (the Authority’s deposits in any such institution cannot exceed 5% of the institution’s
capital stock, surplus, and undivided profits, unless fully insured by the FDIC or secured to the extent
not insured by certain obligations acceptable under the Resolution); (7) obligations issued or guaranteed
by any corporation which are rated similarly to that described in (5) above; (8) repurchase agreements
with a member of the Federal Reserve System which are collateralized by the types of obligations
described above; and (9) interest in a portfolio of money market instruments containing specified types
of obligations.
All instruments held by the Authority are in compliance with the Resolution.
Interest Rate Risk — The Resolution states that funds will be reinvested to the fullest extent
practicable in investment securities, which mature no later than at such time when funds are required for
payments to be made from each account. The Resolution also states that all funds held by depositories
must be held in accounts that are available for use at the time when needed.
6.

NET COSTS TO BE REFUNDED TO PARTICIPATING MEMBERS
Power rates charged to Participating Members are designed to cover the Authority’s “costs” as defined
by the Resolution and the Sales Contracts. The Authority’s rates are structured to systematically provide
for debt service requirements, operating funds, and reserves specified by the Resolution. Recognition of
“expenses” (defined according to GAAP), which are not included as “costs,” is deferred to such period
as it is intended that such “expenses” will be covered by rates. Recognition of the “revenues,” which
under the Resolution and the Sales Contracts are collected to cover “costs” that are not “expenses,” is
deferred to such period as it is intended that such “revenues” cover “expenses.”
The Authority is required by the Resolution to review and, if necessary, revise its rate structure upon the
occurrence of a material change in circumstances, but in any event, at least once every year. The
Resolution also permits the Authority to implement rate stabilization practices whereby revenues
collected currently may be deposited in a special account to provide for reductions in possible future rate
increases that will be required in future years to cover the Authority’s costs and other funds
requirements mentioned above. Rates charged by the Authority are not subject to the regulatory control
of the PSC or FERC.
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Net costs to be refunded to Participating Members include the following:
Year Ended September 30
2012
2011

GAAP items not included in billings to participants:
Amortization of prepaid purchase power contracts
Amortization of development costs
Amortization of bond discounts and issuance costs
Amortization of excess costs of bond refundings
Interest on revenue bonds
Expenses paid with bond proceeds
Decrease (increase) in fair value of funds invested
Deferred depreciation on plant
Other

$

77,701
8,493
1,729,297

79,671
3,985
1,745,731

-

$ 152,900,000
3,200,000
11,195,042
15,026,369
17,063,216
3,449,602
(3,529)
14,321,541
2,695,345

$ 152,900,000
3,200,000
11,117,341
15,026,369
17,063,216
3,449,602
(12,022)
12,592,244
2,695,345

1,829,387

219,847,586

218,032,095

Bond resolution requirements included in billings to participants:
Debt service
1,013,333
(Decrease) increase in special funds deposits
(1,450,000)
Investment income not available for operating purposes
-

973,333
200,000

-

217,646,750
13,250,000
1,102,799

216,633,417
14,700,000
1,102,799

(436,667)

1,173,333

231,999,549

232,436,216

$ 656,054

$ (12,151,963)

$ (14,404,121)

-

1,815,491

$ 2,252,158

7.

$

From Inception to September 30
2012
2011

LONG-TERM DEBT
Long-term debt as of September 30, 2012, consists of the following serial bonds:
2003 Bonds
Effective
Interest
Rate

Maturity

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033

4.10 %
4.13
5.50
5.50
5.50
5.50
5.50
4.70
4.80
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00

Amount

$ 1,050,000
1,090,000
1,135,000
1,200,000
1,265,000
1,335,000
1,410,000
1,485,000
1,555,000
1,630,000
1,710,000
1,795,000
1,885,000
1,980,000
2,080,000
2,185,000
2,295,000
2,410,000
2,530,000
2,655,000
2,785,000
37,465,000

Less current maturities
Less unamortized bond discount

1,050,000
116,420
$ 36,298,580
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Interest on all of the bond issues is payable semiannually.
The Authority’s bonds are secured by a pledge of all revenues of the Authority and all special funds
established by the Resolution subject to certain terms and conditions set forth therein. The Resolution
requires that reserve deposits be maintained in the debt service fund equal to 10% of the principal
amount of a bond series outstanding or the highest annual debt service payment required under a series,
calculated with respect to each series as of the date of issuance. The Resolution contains certain
restrictive financial and operational covenants. At September 30, 2012, the Authority was in compliance
with its debt covenants. The carrying value and fair values of the 2003 Bonds are summarized in the
table below. Fair value of the bonds is estimated based on quoted market prices.
September 30, 2012
Carrying
Amount
Fair Value

Series 2003 Bonds

$ 37,465,000

$ 38,854,750

September 30, 2011
Carrying
Amount
Fair Value

$ 38,475,000

$ 39,706,725

On June 30, 2012, the Authority entered into a Business Loan Agreement line of credit with Regions
Bank. This agreement provides a maximum borrowing capacity of $5,000,000 through June 29, 2013.
Interest is payable monthly at a rate equal to the 30-day London InterBank Offered Rate (LIBOR) plus
2.570 basis points. Outstanding loans are secured by a pledge of the Authority’s revenues, which is
subordinate to the security interest for bonds issued pursuant to the Resolution.
During the year ended September 30, 2012, no amounts were outstanding under this agreement.
8.

RETIREMENT PLAN
The Authority’s employees participate in the Employees’ Retirement System of Alabama’s defined
benefit pension plan. Employees currently contribute 5% of their gross pay to the plan, and the
Authority contributed approximately 7.80% (2012) and 7.02% (2011). The Authority’s contributions are
designed to fund the normal contribution amount. The Authority’s retirement expense for the years
ended September 30, 2012 and 2011, was $117,816 and $108,428, respectively, in administrative and
general expenses.
Retirement payments under the plan are future obligations of the Employees’ Retirement System of
Alabama. The Authority’s obligations under the plan are limited to the funding described above.
Valuation of the plan assets and accumulated benefits for the Authority is not available, as the
Employees’ Retirement System of Alabama does not segregate this information.

9.

RELATED-PARTY TRANSACTIONS
In addition to sales of electricity to Participating Members as discussed in Note 3, the Authority has
entered into a Natural Gas Purchase Agreement with the Utilities Board of the City of Sylacauga
(“Sylacauga”), one of the Participating Members. The purpose of this agreement is to provide the natural
gas requirements for the AMEA-Sylacauga Plant. The Authority also purchases water and sewer
services and internet services for the plant from Sylacauga. During the years ended September 30, 2012
and 2011, the Authority’s costs to Sylacauga were $316,815 and $173,806, respectively, under the
provisions of this agreement.
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10. SUBSEQUENT EVENTS
The Authority has evaluated all events or transactions that occurred after September 30, 2012, through
the date the accompanying financial statements were available to be issued, February 26, 2013. During
this period, there were no material subsequent events which required disclosure.
******
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$ 204,487,065

-

12,863,352
$ 30,805,756

-

12,863,352

204,487,065

14,707,313

OPERATION AND
MAINTENANCE FUND:
Operation and maintenance account
Working capital account

204,487,065
-

-

-

-

-

7,313
14,700,000

$

REVENUE FUND:
Revenue account
Rate stabilization account

-

3,185,091

244,068
2,941,023

50,000

$

Power
Billing
Receipts

RESERVE AND
CONTINGENCY FUND

GENERAL RESERVE FUND

DEBT SERVICE FUND:
Debt service account
Debt service reserve account

Funds
Invested
September 30,
2011

-

-

29,815

29,815
-

-

-

-

-
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$ 29,815

$

Income
from Other
Electricity
Sales

STATEMENT OF CHANGES IN ASSETS OF FUNDS INVESTED
FOR THE YEAR ENDED SEPTEMBER 30, 2012

ALABAMA MUNICIPAL ELECTRIC AUTHORITY

-

-

119,395

119,395
-

-

-

-

-

$ 119,395

$

Other
Income

5

104,614

104,614

(7,393)

(7,393)
-

-

13,709

46
13,663

$ 110,935

$

Investment
Income
(Loss)

(188,961,517)

(188,961,517)
-

-

-

-

-

(2,928,822)

(2,928,822)
-

$ (191,890,339)

$

Disbursements

$

$

(5)

-

201,723,777

188,961,517
12,762,260

(204,630,358)

(204,630,358)
-

-

2,906,586

2,928,743
(22,157)

Transfers

25,730,226

25,730,226

14,705,837

5,837
14,700,000

50,000

-

3,176,564

244,035
2,932,529

$ 43,662,627

$

Funds
Invested
September 30,
2012
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OPERATION AND
MAINTENANCE FUND:
Operation and maintenance account
Working capital account

REVENUE FUND:
Revenue account
Rate stabilization account

RESERVE AND
CONTINGENCY FUND

GENERAL RESERVE FUND

DEBT SERVICE FUND:
Debt service account
Debt service reserve account

-

13,033,407

$ 213,931,269

-

13,033,407

213,931,269

14,501,217

-

-

-

-

213,931,269
-

$

Power
Billing
Receipts

1,217
14,500,000

50,000

-

3,188,773

243,766
2,945,007

$ 30,773,397

$

Funds
Invested
September 30,
2010

-

-

1,539,637

1,539,637
-

-

-

-

-
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$ 1,539,637

$

Income
from Other
Electricity
Sales

STATEMENT OF CHANGES IN ASSETS OF FUNDS INVESTED
FOR THE YEAR ENDED SEPTEMBER 30, 2011

ALABAMA MUNICIPAL ELECTRIC AUTHORITY

-

-

178,631

178,631
-

-

-

-

-

$ 178,631

$

Other
Income

6

25,351

25,351

(1,331)

(1,331)
-

-

29,311

413
28,898

$ 53,337

$

Investment
Income
(Loss)

(212,745,318)

(212,745,318)
-

-

-

-

-

(2,925,197)

(2,925,197)
-

$ (215,670,515)

$

Disbursements

$

$

(6)

-

212,549,912

212,745,318
(195,406)

(215,442,110)

(215,642,110)
200,000

-

2,892,204

2,925,086
(32,882)

Transfers

12,863,352

12,863,352

14,707,313

7,313
14,700,000

50,000

-

3,185,091

244,068
2,941,023

$ 30,805,756

$

Funds
Invested
September 30,
2011

ALABAMA MUNICIPAL ELECTRIC AUTHORITY
SCHEDULES OF REVENUES AND EXPENSES PER BOND RESOLUTION
FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011
2012

REVENUES:
Sales of electricity to participating members
Sales of electricity — other
Investment revenues available for operations
Withdrawal from working capital
Other income

$ 208,363,579
29,815
181,577
1,450,000
49,772

$ 213,627,226
1,532,167
150,934
98,682

210,074,743

215,409,009

187,589,971
12,660,544
32,189
985,786
4,860,547
2,928,789

189,589,778
14,773,178
1,362,124
200,000
1,082,387
5,127,808
2,925,499

209,057,826

215,060,774

Total revenues
EXPENSES:
Partial requirements services:
Purchased power
Transmission and distribution
Cost of other electricity sales
Deposit to rate stabilization account
Other operating and maintenance expenses
Administrative and general expenses
Debt service
Total expenses
EXCESS OF REVENUES OVER EXPENSES
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2011

1,016,917

$

348,235

Alabama Municipal
Electric Authority
804 South Perry Street
Montgomery, Alabama 36104
(334) 262-1126 • Fax (334) 262-2267
www.amea.com

