MINUTES
SOUTHSIDE ELECTRIC COOPERATIVE
MEETING OF THE BOARD OF DIRECTORS
MARCH 19, 2020 @ 1:30 P.M.
HEADQUARTERS BOARD ROOM
PRESENT:

Frank W. Bacon (Chair)
Earl C. Currin, Jr. (Vice Chair)
Paul S. Bennett (Secretary)
Charles J. Friedl (Treasurer)
Brenda H. Johnson
Kristie Martin-Wallace
Clive C. Pettis, Sr.
Sarah W. Sanders
William T. White
Frank F. Rennie (General Counsel)
Christine Marston (Minute Taker)

STAFF:

Bradley V. Furr, VP of Operations
George A. Felts, VP of Engineering
Jason Loehr, VP of Finance & Corporate Services
Jean H. Morris, VP of Human Resources
Ronald O. White, VP of Member & Public Relations

GUEST:

Jacob McCann, Director of HR

Dr. Frank Bacon presided, and it was noted the he, Frank Rennie and
management were present in person during the meeting. The remainder of the
Board was present via conference call due the Cooperative’s efforts in making sure
that employees, staff and management remain safe and healthy by practicing social
distancing during the COVID-19 outbreak. Ron White gave the invocation.
AUDIT REVIEW
Frank Bacon introduced Steve Gilliam and Chris Yeatman of Adams, Jenkins
& Cheatham to present the SEC 2019 Year-End Audit. A detailed and thorough
review of the audit was given in the following areas:
▪

Management cover letter outlining specifics of the audit

▪

Financial statements including the following:
− Independent Auditors’ Report;
− Balance Sheets;
− Statements of Operations;
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−
−
−
−
−

Statements of Equities;
Statements of Cash Flows;
Notes to Financial Statements
Revenue Recognition; and
Internal Control over Financial Reporting.

▪

Clean Audit and unmodified Opinion

▪

No adjustments were made to the financial statements

▪

Balance Sheets:
− Electric plant increased 1.41%:
o System improvements
o Red House transmission pole replacements
o Center Star land rights
− Total assets decreased $9.5M:
o Cash decreased $6.6M
o Net plant decreased $4.1M

▪

Statement of Operations:
− Net margins $3.6M
− Operating expenses less cost of power:
o Decreased $476K (>1% decrease)
o ODEC patronage income increased 26% ($1.4M)

▪

Statements of Equities:
− Equity as a percentage of assets 32%
− Includes:
o $3.6M assignable margins
o $2.5M capital credit retirements
o $9.5M increase in total assets
Statements of Cash Flows:
− Positive cash flows from Operations
− Cash outflows for investing activities

▪

− Cash outflows for financing activities:
o No borrowing during 2019
o Curtailed $9.0M of long-term debt
Upon completion of the review of the audit details, the auditor entertained
questions from the Board.
A copy of the audit will be attached to and made a part of the minutes. On
motion made and seconded:
The 2019 Year-End Audit presented by Adams, Jenkins & Cheatham is
approved as presented.
MOTION CARRIED
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PREVIOUS MINUTES
On motion made and seconded:
The Minutes of the February 20, 2020 Board Meeting are approved.
MOTION CARRIED
ODEC REPORT
The Board reviewed and discussed a proposed Common Interest, Joint
Defense and Confidentiality Agreement.
On motion made and seconded:
The Board approved the Common Interest, Joint Defense and
Confidentiality Agreement.
MOTION CARRIED
The Board also discussed a Resolution regarding privileged and confidential
information as it relates to work performed in a legal setting.
On motion made and seconded:
The

Board

approved

the

Resolution

regarding

privileged

and

confidential information.
MOTION CARRIED
The remainder of the ODEC report was given by Earl Currin and Jeff
Edwards.
PRESIDENT/CEO’S REPORT
1. Coronavirus (COVID19) update:
a. Cooperative employees continue to practice social distancing.
b. Altered work practices and schedule have been developed and are
working out well.
c. SEC has never had a situation like this, and it has been a learning
opportunity for everyone.
d. Management has identified some positions that would be suitable for
working from home permanently, should the need arise. The
headquarters facility is almost at capacity and this solution would allow
the Cooperative to delay expansion of the headquarters office.
e. Staff is reviewing government changes at the state and federal levels
when notified.
f. Employees who have to self-quarantine will use their leave time.
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g. The State has set regulations regarding disconnects, and the
Cooperative will adhere to those regulations. SEC had established a nodisconnect policy in response to COVID-19 prior to the Governor’s order.
h. SEC continues to communicate effectively with employees and the
membership using social media platforms and email.
i.

The emergency declaration prohibits disconnections but does not mean
that electricity consumed during the emergency is free. Billings still occur,
and any members that do not pay during the emergency order will be
expected to pay these balances when the order ends.

j.

All Cooperative lobbies are closed, but the drive-thru windows are
currently remaining open. If it becomes necessary, SEC has the ability to
close the drive-thru windows, and the membership would need to either
use the kiosk or mail in payments.

k. Management anticipates an increase in bad debt and a decrease in cash
flow.
l.

The Information Technology group has provided great service for the
Cooperative as employees move to working from home.

m. Operations continue as normal with no group meetings. All outside
personnel have been instructed to keep up their social distancing
practices with co-workers and the membership.
n. Engineering has experienced an increase in “no show” staking
appointments. Staking Techs are to contact appointments prior to
departing for the appointment.
o. All other areas of the Cooperative seem to be working well during the
transition in working from home and/or the office.
p. RUS has very favorable interest rates and Jason Loehr is reviewing our
refinancing opportunities.
2. The SEC Financial and Statistical report for February 2020 was reviewed and is
attached to and made a part of the Minutes.
3. The Board was provided information regarding cybersecurity events during the
month of February 2020.
4. The Institute of Electrical & Electronics Engineers (IEEE) outage data and safety
report for February 2020 were reviewed in detail:
IEEE Outage Data
a. System SAIDI, SAIFI and CAIDI were all below historical values for the
month
b. There were no Appalachian Power Company (APCO) supply outages for
the month.
c. There was one Dominion Energy (DE) supply outage at Center Star
substation which was the result of a tree limb on DE’s 34.5kV system.
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d. There was one SEC supply outage at White House substation. This
outage was an orderly shutdown to allow for the replacement of a
damaged insulator.
e. There was one Major Event day on February 7th with 171 outages and
approximately 12,600 services experiencing an outage.
Safety Report
a. There were no lost-time injuries in February.
b. As of February 29th, employees have worked 670 days without a lost time
injury.
5. Operations Update:
a. New service activity was down for the month.
b. Outage activity (minutes) with major event days removed were in line with
historical data:
▪ Central – 43
▪ Eastern – 45
▪ Northern – 23
▪ Western – 34
c. February outage causes:
▪ Trees 64% or 203 outages
▪ Fault/Failure 10% or 32 outages
▪ Unknown 9% or 29 outages
▪ Decay/Age 5% or 16 outages
▪ Animals 4.5% or 14 outages
▪ Public 3% or 10 outages
▪ Weather 3% or 8 outages
▪ Maintenance/Planned 1% or 3 outages
▪ Power Supply 0.5% or 1 outage
d. Tree related outages from 2014 through February year-to-date with Major
Event Days:
▪ 2014 = 870 outages
▪ 2015 = 1,066 outages
▪ 2016 = 1,025 outages
▪ 2017 = 1,029 outages
▪ 2018 = 2,314 outages
▪ 2019 = 1,759 outages
▪ 2020 = 268 outages
e. February outages by District:
▪ Central 34% (124 outages affecting 6,661 members)
▪ Eastern 21% (82 outages affecting 2,995 members)
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▪ Northern 39% (57 outages affecting 4,132 members)
▪ Western 32% (53 outages affecting 6,489 members)
f. February SAIDI switching savings:
▪ Realized 71.4 minutes (69%)
▪ Saved by automation (SCADA) switching 30.6 minutes (29%)
▪ Saved by manual switching 1.6 minutes (2%)
g. February SAIDI per District:
▪ Central 1.9 minutes
▪ Eastern 2.7 minutes
▪ Northern 0.3 minutes
▪ Western 3.4 minutes
h. February SAIFI per District:
▪ Central 0.02 events
▪ Eastern 0.02 events
▪ Northern 0.01 events
▪ Western 0.09 events
i.

February CAIDI per District:
▪ Central 86 minutes
▪ Eastern 136 minutes
▪ Northern 54 minutes
▪ Western 40 minutes

j.

The windstorm on February 7, 2020 caused 145 outages affecting 6,155
members. Some members experienced multiple outages which caused a
total of 12,644 outages during the storm.
k. Fleet service orders completed in February were 76 at an average cost of
$408 per service order; YTD total expense $218,091.
6. The Board was provided information on SEC’s Action Committee for Rural
Electrification (ACRE) Program. ACRE campaign dates are:
a. May 26th @ 12 p.m. – Northern District Conference Room, Powhatan, VA
b. May 27th @ 12 p.m. – Eastern District Conference Room, Dinwiddie, VA
c. May 28th @ 12 p.m. – Western District Conference Room, Altavista, VA
d. May 29th @ 12 p.m. – Central District Training Center, Crewe, VA
7. The Cooperative continues to wait for the State Corporation Commission’s final
ruling on the rate filing.
8. No employee travel will be permitted through April at this time.
9. The Gaff n Go rodeo has been cancelled this year due to the coronavirus.
10. Central Virginia Electric Cooperative would like to expand Broadband into SEC
territory. SEC will provide the information as soon as it is feasible.
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11. Directors should submit their expense forms electronically for signature by the
Chair.
12. Crewe volunteer Fire Department will no longer be preparing the chicken for the
Annual Meeting due to lack of volunteers. The Cooperative has had little success
finding anyone who would provide half chicken pieces. Chopped chicken with two
sides and a dessert will be provided.
13. The SEC Annual Safety Day has been cancelled for this year due to the
coronavirus.
NEW BUSINESS
1. NRECA’s updated director compensation survey has not yet been received.
Director compensation will remain the same until this information is available for
review. A determination will be made at that time. Compensation will remain at its
current level.
2. New CEO appraisal form:
a. Winston Tan of Intandem LLC, a consulting group for the power industry
sector, was selected to assist the Board in handling the CEO
performance appraisal process.
b. Review process is specifically designed to represent the Cooperative’s
interests and strategic goals.
c. Based on appraisal competencies:
▪ Financial Management
▪ Workforce Excellence
▪ Member Satisfaction/Board Relations
▪ Strategy & Leadership
▪ System Operations
▪ Interrelations
d. Establishes four performance levels.
e. The Board can provide individual feedback and an overall rating of the
CEO for each competency.
f. Helps to substantiate and validate past performance.
g. Establishes expectations and goals for the next performance period.
h. The CEO will provide a summary with the evaluation.
i. A link will be provided for the Board to use to provide their feedback.
j. Winston Tan will compile the results and provide them to the Chair prior
to the April Board meeting.
k. During the April Board meeting, the collective results will be shared with
the entire Board and CEO.
l. Evaluations should be completed no later than April 1st.
m. Market valuation and compensation recommendation will be provided by
the consultant.
n. Winston Tan will join the April Board meeting via video conference.
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LEGAL REPORT
1. S&C litigation has been moved from Mecklenburg County Circuit Court to
Richmond Federal Court. Any pending litigation has been delayed for three
weeks due to COVID-19. The discovery phase of litigation will not be pursued.
2. Recommended Bylaw changes:
a. Article 12.A.1. – Any proposed petition for a recommended Bylaw change
must be received 60 days prior to the annual meeting of the membership
with at least 100 member signatures.
b. Article 12.C. – Correcting a typographical error (members of the Board to
members or the Board).
On motion made and seconded:
The Board approved the recommended changes to the Bylaws as
presented. These changes will be presented at the September 2020 Annual
Meeting.
MOTION CARRIED
DIRECTOR COMMENTS/CONCERNS & ADJOURNMENT
All IRS Form 990 Questionnaires were turned in by the Board to Jason Loehr
for accounting purposes.
There being no further business to discuss, the meeting adjourned at 3:44
p.m. The next meeting of the Board of Directors is scheduled for Thursday, April 16,
2020 at 1:30 p.m.

Paul S. Bennett, Secretary

Frank W. Bacon, Chair

Christine Marston, Minute Taker
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Independent Auditor’s Report
The Board of Directors
Southside Electric Cooperative, Inc.
Crewe, Virginia
Report on the Financial Statements
We have audited the accompanying financial statements of Southside Electric Cooperative, Inc. (the
“Cooperative”) which comprise the balance sheets as of December 31, 2019 and 2018 and the related statements
of operations, equities and cash flows for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Cooperative’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Cooperative’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Southside Electric Cooperative, Inc. as of December 31, 2019 and 2018, and the results of its
operations and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated March 11, 2020 on our
consideration of Southside Electric Cooperative, Inc’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Cooperative’s internal control over financial reporting and compliance.

Richmond, Virginia
March 11, 2020
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Balance Sheets
Southside Electric Cooperative, Inc.
December 31,
2019

2018

Assets
Electric plant
Electric plant
Less accumulated provision for depreciation

$

Other property and investments
Investments in associated organizations
Other investments

Current assets
Cash and cash equivalents
Accounts receivable, net
Materials and supplies
Notes receivable
Other current assets

Deferred charges and regulatory assets

$

See Independent Auditor’s Report and Notes to Financial Statements
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376,894,354
127,325,661
249,568,693

$

371,651,896
117,950,347
253,701,549

52,509,794
708,019
53,217,813

51,360,316
705,108
52,065,424

4,268,397
23,554,173
1,866,665
26,655
193,231
29,909,121

10,910,082
22,281,193
2,251,701
33,740
153,166
35,629,882

2,685,059

3,472,409

335,380,686

$

344,869,264

December 31,
2019

2018

Equities and Liabilities
Equities
Patronage capital
Other equities
Memberships

$

Noncurrent liabilities
Long-term debt
Other

Current liabilities
Accounts payable
Current maturities of long-term debt
Consumer deposits
Other current and accrued liabilities

Deferred credits and regulatory liabilities
$
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106,468,111
2,082,493
234,805
108,785,409

$

105,918,046
1,449,672
233,235
107,600,953

202,847,865
60,355
202,908,220

212,238,216
48,357
212,286,573

9,118,016
9,394,080
2,307,501
1,867,512
22,687,109

9,542,194
9,082,224
2,202,571
2,193,986
23,020,975

999,948

1,960,763

335,380,686

$

344,869,264

Statements of Operations
Southside Electric Cooperative, Inc.
Year Ended December 31,
2019
2018
Operating revenues

$

Operating expenses
Cost of power
Transmission
Distribution - operation
Distribution - maintenance
Consumer accounts
Customer service and informational
Administrative and general
Depreciation and amortization
Taxes
Interest on long-term debt
Other
Operating Margins Before
Patronage Allocations
Patronage allocations
Generation and transmission
Other
Net Operating Margins
Nonoperating income (expense)
Investment income, net
Other
Gain (Loss) on disposition of property

125,797,672

$

76,302,062
120,919
5,822,515
10,448,719
2,348,536
2,913,550
6,283,025
11,704,584
123,394
7,179,605
983,907
124,230,816

69,080,662
138,807
5,139,736
13,276,676
2,146,320
2,652,035
6,314,546
11,724,397
1,086
6,918,208
93,430
117,485,903

1,566,856

3,944,283

1,365,087
622,012
1,987,099

1,083,667
702,843
1,786,510

3,553,955

5,730,793

133,881
(20,490)
(2,569)
110,822
Net Margins

$

See Independent Auditor’s Report and Notes to Financial Statements
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121,430,186

3,664,777

128,058
(17,414)
238,289
348,933
$

6,079,726

Statements of Equities
Southside Electric Cooperative, Inc.
Years Ended December 31, 2019 and 2018
Patronage
Capital
Balance, December 31, 2017

$

Net margins

103,363,475

Other
Equities
$

1,242,468

Memberships
$

6,079,726

Retirement of capital credits

391,956

184,752

(3,317,951)

(184,752)

Net change in memberships
Balance, December 31, 2018

105,918,046

Net margins

1,449,672

745

745

233,235

107,600,953

3,664,777

Retirement of capital credits

3,664,777

(3,299,289)

Reallocated gains

817,398

184,577

(2,481,891)

(184,577)

Net change in memberships
$

106,468,111

$ 104,838,433
6,079,726

(3,709,907)

Reallocated gains

Balance, December 31, 2019

232,490

Total

$

2,082,493

See Independent Auditor’s Report and Notes to Financial Statements
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$

1,570

1,570

234,805

$ 108,785,409

Statements of Cash Flows
Southside Electric Cooperative, Inc.
Year Ended December 31,
2019
2018
Cash Flows from Operating Activities
Cash received from members
Cash paid to suppliers and employees
Interest received
Interest paid

$

Net Cash Provided by
Operating Activities
Cash Flows from Investing Activities
Extension and replacement of plant
Plant removal costs
Contributions in aid of construction
Proceeds from retirement of investments in CTC's
Proceeds from the sale of plant
Net Cash Used by
Investing Activities

128,268,226
(108,030,388)
133,881
(7,223,408)

$

122,069,127
(99,618,061)
128,058
(6,942,017)

13,148,311

15,637,107

(9,754,791)
(1,240,736)
2,070,702
19,642
57,155

(10,523,690)
(1,322,987)
722,436
18,383
395,171

(8,848,028)

(10,710,687)

Cash Flows from Financing Activities
Principal payments of long-term debt
Capital credits paid to members, net
Proceeds from capital credits and other investments
Net change in member deposits
Net change in memberships
Payments on line of credit
Proceeds from long-term debt
Net Cash Provided (Used) by
Financing Activities

(9,078,494)
(2,307,588)
337,614
104,930
1,570

(9,035,662)
(2,752,136)
2,000,358
9,878
745
(21,500,000)
32,900,000

(10,941,968)

1,623,183

Net Increase (Decrease) in
Cash and Cash Equivalents

(6,641,685)

6,549,603

10,910,082

4,360,479

Cash and cash equivalents - beginning of year
Cash and Cash
Equivalents - End of Year

$

See Independent Auditor’s Report and Notes to Financial Statements
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4,268,397

$

10,910,082

Year Ended December 31,
2019
2018
Net margins

$

Adjustments to reconcile net margins to net
cash provided by operating activities:
Depreciation and amortization
Net change in life insurance benefit
(Gain) loss on disposition of plant
Noncash capital credits received
(Increase) decrease in:
Accounts receivable
Other current assets
Deferred charges
Increase (decrease) in:
Accounts payable
Other current and accrued liabilities
Other noncurrent liabilities
Deferred credits and regulatory liabilities
Net Cash Provided by
Operating Activities
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3,664,777

$

11,704,584
(2,911)

11,724,397
(7,920)
(238,289)
(1,786,510)

(1,506,734)

$

6,079,726

214,928
21,150
787,350

(1,748,780)
2,847,376
907,600

(459,542)
(326,474)
11,998
(960,815)

907,535
385,111
(66,699)
(3,366,440)

13,148,311

$

15,637,107

Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note A - Significant Accounting Policies
Nature of Operations
Southside Electric Cooperative, Inc. (the “Cooperative”) is a member owned, nonprofit Cooperative organized to
provide electric service to its members residing in eighteen counties, five towns and one city in the
Commonwealth of Virginia. The Cooperative’s main office is located in Crewe, Virginia.
Basis of Presentation
These financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (GAAP), including GAAP for regulated operations. The system of accounts of the
Cooperative are maintained in accordance with the Uniform System of Accounts as prescribed by the Federal
Energy Regulatory Commission (FERC) for Class A and B electric utilities modified for electric borrowers of the
Rural Utilities Service (RUS).
Accounting Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.
Cash and Cash Equivalents
The Cooperative considers all highly liquid investments with a maturity of three months or less to be cash
equivalents.
Income Taxes
The Cooperative has been granted exemption from income tax under Internal Revenue Service Code Section
501(c)(12) of the Internal Revenue Code. The Cooperative evaluates the components of the annual test for
compliance to maintain its filing status as a tax-exempt entity. In accordance with Accounting Standards
Codification (“ASC”) Topic 740 for “uncertain tax positions”, the Cooperative had determined that it is more
likely than not that their tax positions will be sustained upon examination by the Internal Revenue Service.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note A - Significant Accounting Policies - Continued
Electric Plant
Electric plant is stated at the original cost of construction, which includes the cost of contracted services, direct
labor, materials and overhead items. Contributions from others toward the construction of electric plant are
credited to the applicable plant accounts. When property, which represents a retirement unit, is replaced or
removed, the average cost of such property as determined from the continuing property records is credited to
electric plant and such cost, together with cost of removal less salvage is charged to the accumulated provision for
depreciation. Maintenance and repairs, including the renewal of minor items of plant not comprising a retirement
unit, are charged to the appropriate maintenance accounts, except that repairs of transportation and service
equipment are charged to clearing accounts and redistributed to operating expenses and other accounts.
Depreciation
Provision for depreciation has been made by application of the straight-line method to the original cost, by groups
of depreciable properties in service. Current depreciation rates, which are estimated to amortize the cost of plant
over the service lives, were as follows at December 31, 2019 and 2018:
Transmission plant
Distribution plant
Load management equipment
General plant

2.75%
2.70 - 5.30%
11.00%
3.00 - 25.00%

Materials and supplies
Inventories are generally used for construction, operation and maintenance work, and are not for resale. They are
valued at the lower of moving average unit cost or market.
Accounts Receivable
Accounts receivable from customers are recorded at the billed amount and do not bear interest. The Cooperative
maintains an allowance based on the expected collectability of accounts receivable. The allowance is determined
based on historical experience and other circumstances which may affect the ability of customers to meet their
obligations. The Cooperative reviews its allowance for doubtful accounts on a monthly basis. Account balances
are charged off against the allowance after all means of collection have been exhausted and the potential for
recovery is considered remote.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note A - Significant Accounting Policies - Continued
Regulatory Assets and Liabilities
The Cooperative currently complies with accounting guidance set forth by the ASC Topic 980 regarding
accounting for the effect of certain types of regulation. This guidance allows a regulated cooperative to record
certain costs or credits that have been or are expected to be allowed in the ratemaking process in a period different
from the period in which the costs would be charged to expense or income by a non-regulated enterprise.
Accordingly, the Cooperative records certain assets and liabilities that result from the regulated ratemaking
process that would not be recorded under GAAP for non-regulated entities.
Advertising Costs
Advertising costs were expensed as incurred.
Subsequent Events
Subsequent events have been evaluated through March 11, 2020, which is the date the financial statements were
available to be issued.
Revenue Recognition
The Cooperative recognizes revenue when earned, that is, when electricity is used by customers on a monthly
basis. The Cooperative’s billing system bills customers on a cycle billing basis as opposed to a calendar month;
therefore, the Cooperative estimates unbilled revenue on a monthly basis for power delivered but not billed to
customers. See Note F for unbilled revenue recorded as of December 31, 2019 and 2018.
The Cooperative has analyzed the provisions of ASC Topic 606, Revenue from Contracts with Customers, and
has concluded that no changes are necessary to conform to the new standard. Revenue from electricity is
recorded when it is consumed, which complies with the requirements of ASC Topic 606. The Cooperative
recognizes revenue from consumed electricity in the appropriate reporting period through its estimate of unbilled
revenue.
Recently Issued Accounting Standards
In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2014-09, Revenue from Contracts with Customers (Topic 606), which requires an entity to recognize the amount
of revenue to which it expects to be entitled for the transfer of promised goods or services to customers. The ASU
replaced most existing revenue recognition guidance in U.S. GAAP. In August 2015, the FASB issued ASU
2015-14, Revenue from Contracts with Customers (Topic 606) - Deferral of the Effective Date, which deferred the
effective date of ASU 2014-09 to January 1, 2019. The Cooperative has elected to apply the new standard using
the modified retrospective method. The new standard does not have a material impact on the financial statements.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note B - Assets Pledged
All assets are pledged as security for the long-term debt to National Rural Utilities Cooperative Finance
Corporation (CFC), Federal Financing Bank (FFB) and CoBank.
Note C - Electric Plant
Listed below are the major classes of electric plant:
2019
Distribution plant
General plant
Transmission plant
Electric plant in service
Construction work in progress

December 31,

2018

$

306,509,098
44,819,109
19,931,704
371,259,911
5,634,443

$

302,117,914
44,398,530
18,471,197
364,987,641
6,664,255

$

376,894,354

$

371,651,896

In accordance with the guidance for asset retirement obligations, as set forth in the ASC Topic 410 – Asset
Retirement and Environmental Obligations, and FERC Order 631 as adopted by the RUS, the Cooperative has
determined that it had no legal asset retirement obligations as of December 31, 2019 and 2018. Regarding nonlegal retirement costs, the Cooperative follows the regulatory principle of inter-generational cost allocation by
including net salvage (gross salvage less cost of removal) as a component of depreciation rates. For the years
ended December 31, 2019 and 2018, the Cooperative followed the RUS prescribed rates for depreciation and
therefore, collections for net salvage and differences in timing of recognition of period costs associated with nonlegal retirement obligations had not been specifically identified.
Note D - Concentrations of Credit Risk
The Cooperative places its cash on deposit with financial institutions located in the United States of America,
which are insured by the Federal Deposit Insurance Corporation (FDIC). The FDIC provides insurance coverage
for up to $250,000 of cash held by the Cooperative in each separate FDIC insured bank and savings institution.
From time to time, the Cooperative may have amounts on deposit in excess of the insured limits. As of December
31, 2019, the Cooperative had approximately $898,000 of deposits that exceed the insured limits.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note E - Investments in Associated Organizations
Investments in associated organizations consisted of the following:
2019
Patronage capital:
Old Dominion Electric Cooperative (ODEC)
CFC
Tarheel Electric Membership Corp. (TEMA)
Federated Rural Electric Insurance Corp.
Other

$

Capital Term Certificates (CTC):
Subscriptions (SCTC's)
Loan (LCTC's)
Loan (ZCTC's)
Other:
TEC Trading, Inc.
Membership fees
Other
$

December 31,

46,134,561
2,060,834
740,947
455,097
171,295
49,562,734

$

2018
45,249,837
1,967,667
670,964
427,570
157,248
48,473,286

1,552,277
367,050
195,805
2,115,132

1,552,277
367,050
215,447
2,134,774

622,500
154,319
55,109
831,928

622,500
76,574
53,182
752,256

52,509,794

$

51,360,316

The capital term certificates invested in CFC are unsecured and subordinated. The SCTC’s bear interest at an
annual rate of 5% payable semiannually and the LCTC’s bear interest at an annual rate of 3% payable
semiannually. The ZCTC’s are non-interest bearing.
The investment in TEC Trading, Inc. represents an unconsolidated joint venture with other members of ODEC.
The Cooperative has a non-controlling ownership interest that has been accounted for under the cost method.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note F - Accounts Receivable
Accounts receivable consisted of the following:
2019
Consumer accounts receivable
Unbilled revenue
Other accounts receivable

December 31,

2018

$

8,474,306
7,614,309
7,545,987
23,634,602
80,429

$

8,833,452
8,069,089
5,464,388
22,366,929
85,736

$

23,554,173

$

22,281,193

Less provision for uncollectible accounts

Note G - Deferred Charges and Regulatory Assets
Deferred charges and regulatory assets consisted of the following:
2019
Regulatory asset:
NRECA prepayment (Note K)
Survey and Investigation - preliminary

December 31,

2018

$

2,600,865
84,194

$

3,467,820
4,589

$

2,685,059

$

3,472,409

Note H - Patronage Capital
Patronage capital consisted of the following:
2019
Assigned
Assignable
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December 31,

2018

$

102,803,334
3,664,777

$

99,838,320
6,079,726

$

106,468,111

$

105,918,046

Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note H - Patronage Capital - Continued
Under provisions of the long-term debt agreements and Title 7 of the Code of Federal Regulations (Part
1717.617), the Cooperative may refund capital to patrons without limitation if total equity is equal to or greater
than 30% of total assets and there are no instances of default. If equities are between 20% and 30% of total assets,
general refunds are limited to 25% (adjusted for returns to estates, which are not limited) of patronage capital or
margins received in the next preceding year. Total equities and margins amounted to approximately 32% and 31%
of total assets for 2019 and 2018, respectively.
Note I - Long-Term Debt
Long-term debt consisted of the following:
2019
FFB
Mortgage notes, fixed
CFC
Mortgage notes, fixed
CoBank
Mortgage note, fixed

$

Less current maturities
$

December 31,

145,448,386

$

2018
149,187,411

52,970,668

57,365,370

13,822,891

14,767,659

212,241,945
9,394,080

221,320,440
9,082,224

202,847,865

$

212,238,216

The long-term debt payable to CoBank is represented by a mortgage note with an interest rate of 3.79%. The note
matures in December 2031. Principal and interest installments were due monthly in the amount of approximately
$115,000.
Long-term debt payable to CFC is represented by mortgage notes with rates ranging from 2.85% to 6.80%. The
notes generally have 35-year maturity periods and are payable on an installment basis. The notes mature at
various dates between March 2020 and December 2047. Principal and interest installments were due quarterly in
the amount of approximately $1,750,000. The Cooperative had no unadvanced loan funds from CFC at December
31, 2019.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note I - Long-Term Debt - Continued
The long-term debt payable to FFB is represented by mortgage notes with interest rates ranging from 1.69% to
5.86%. The notes mature at various dates between March 2020 and December 2052. Principal and interest
installments were due quarterly in the amount of approximately $1,892,000. The Cooperative had unadvanced
loan funds from FFB of $27,700,000 at December 31, 2019.
Approximate future maturities of long-term debt were estimated as follows:
Total
2020
2021
2022
2023
2024
2025 and thereafter

$

9,394,080
10,202,769
10,304,995
9,321,398
9,057,344
163,961,359

$

212,241,945

Under the terms of the loan agreements with RUS and CFC, there are certain restrictions, which include
requirements to maintain a TIER (times interest earned ratio) of 1.25 and DSC (debt service coverage) of 1.25.
There were also restrictions on the return of capital to patrons as discussed in (Note H). As of December 31, 2019
and 2018, the Cooperative was in compliance with all restrictions.
The Cooperative had a $15,000,000 line of credit with CFC at a variable interest rate (2.85% at December 31,
2019), there were no funds outstanding on the line at December 31, 2019 and 2018. The line of credit is secured
by substantially all of the Cooperative’s assets and renews annually.
The Cooperative had a $8,000,000 line of credit with First Citizens Bank at a variable interest rate (3.70% at
December 31, 2019), of which there was no balance outstanding at December 31, 2019 and 2018, respectively.
The line of credit is unsecured and will expire in June 2020.
The Cooperative has a $5,000,000 line of credit with CoBank at variable rates (3.89% at December 31, 2019), of
which there were no funds outstanding on the line at December 31, 2019 and 2018. The line of credit is
unsecured and will expire in September 2020.

- 16 -

Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note J - Deferred Credits and Regulatory Liabilities
Deferred credits and regulatory liabilities consisted of the following:
December 31,
2019

Regulatory liabilities:
Deferred power costs
Other

2018

$

966,094
33,854

$

1,938,515
22,248

$

999,948

$

1,960,763

Note K - Retirement Plans
Pension Plan
The Retirement Security Plan (RS Plan), sponsored by the National Rural Electric Cooperative Association
(NRECA) is a defined benefit pension plan qualified under Section 401 and tax-exempt under Section 501(a) of
the Internal Revenue Code. It is considered a multiemployer plan under the accounting standards.
The plan sponsor’s Employer Identification Number is 53-0116145 and the Plan Number is 333.
A unique characteristic of a multiemployer plan compared to a single employer plan is that all plan assets are
available to pay benefits of any plan participant. Separate asset accounts are not maintained for participating
employers. This means that assets contributed by one employer may be used to provide benefits to employees of
other participating employers.
The Cooperative’s contributions to the RS Plan in 2019 and in 2018 represented less than 5 percent of the total
contributions made to the RS Plan by all participating employers. The Cooperative made contributions to the RS
Plan of approximately $3,164,000 in 2019 and $3,070,000 in 2018.
For the RS Plan, a “zone status” determination is not required, and therefore not determined, under the Pension
Protection Act (PPA) of 2006. In addition, the accumulated benefit obligations and plan assets are not determined
or allocated separately by individual employer. In total, the RS Plan was over 80 percent funded at January 1,
2019 and over 80 percent funded on January 1, 2018 based on the PPA funding target and PPA actuarial value of
assets on those dates.
Because the provisions of the PPA do not apply to the RS Plan, funding improvement plans and surcharges are
not applicable. Future contribution requirements are determined each year as part of the actuarial valuation of the
plan and may change as a result of plan experience.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note K - Retirement Plans - Continued
At its December 2012 meeting, the I&FS Committee of the NRECA Board of Directors approved an option to
allow participating cooperatives in the RS Plan to make a contribution prepayment and reduce future required
contributions. The prepayment amount is a cooperative’s share, as of January 1, 2013, of future contributions
required to fund the RS Plan’s unfunded value of benefits earned to date using RS Plan actuarial valuation
assumptions. The prepayment amount will typically equal approximately 2.5 times a cooperative’s annual RS
Plan required contribution as of January 1, 2013. After making the prepayment, the billing rate for most co-ops is
reduced by approximately 25%, retroactive to the January 1 of the year in which the amount is paid to the RS
Plan. The 25% differential in billing rates is expected to continue for approximately 15 years from January 1,
2013. However, unexpected changes in interest rates, asset returns and other plan experience, plan assumption
changes and other factors may have an impact on the differential in billing rates and the 15-year period.
On April 29, 2013 the Cooperative made a prepayment of $8,669,550 to the NRECA RS Plan. The Cooperative
elected to finance the prepayment through a 10 year term loan with a fixed interest rate of 2.85%. The
Cooperative is amortizing the prepayment to expense over 10 years with the balance represented as a part of
deferred charges.
Deferred Income Plan
In addition to the NRECA RS Plan, substantially all employees of the Cooperative are eligible to participate in the
NRECA SelectRE pension plan (the “Plan”), a defined contribution multi-employer deferred income plan
qualified under Section 401(k) of the Internal Revenue Code. The Cooperative’s required contribution to the Plan
and its net pension cost was approximately $423,000 and $431,000 for the years ended December 31, 2019 and
2018, respectively.
Note L - Financial Instruments Carried at Cost
The Cooperative has recorded all financial instruments based on the carrying amount (book value) in the financial
statements in accordance with ASC Topic 825. According to this guidance, the Cooperative is required to disclose
the fair value of those financial instruments. In cases where quoted market prices are not available, fair values are
based on estimates using discounted cash flow analysis. This technique involves subjective judgment and is
significantly affected by the assumptions used, including the discount rate and estimates of future cash flows. As a
result, the derived fair value estimates cannot be substantiated by comparison to independent markets, and in
many cases, could not be realized in immediate settlement of the instrument. Accordingly, the following methods
and assumptions were used to estimate the fair value of each class of financial instruments for which it was
practicable to estimate that value.
Cash and Cash Equivalents
The carrying amount of cash and cash equivalents approximates fair value due to the short maturity of these
instruments.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note L - Financial Instruments Carried at Cost - Continued
Accounts Receivable
The carrying amount of accounts receivable approximates fair value due to the short period of time amounts are
outstanding.
Investments in Associated Organizations
Investments in associated organizations are primarily composed of patronage capital assigned from associated
organizations. These investments are recorded at costs plus allocated equities.
Fair value of capital term certificates was determined by computing the present value of estimated future cash
flows, discounted at the long-term treasury rate of 2.39% and 3.02% for the years ended December 31, 2019 and
2018, respectively. The fair value of patronage capital is not determinable since no legal obligation exists to retire
capital credits. The fair value of the cost method investment is not estimated since there are no identified events or
changes in circumstances that may have a significant adverse effect on the fair value and it is not practicable to
estimate fair value. The carrying value of memberships approximates fair value.
Accounts Payable
The carrying amount of accounts payable approximates fair value due to the short period of time amounts are
outstanding.
Long-Term Debt
The carrying amount of the Cooperative’s fixed long-term debt includes certain interest rates that are below
quoted market prices for the same or similar issues. Therefore, the fair value of fixed long-term debt is estimated
based on current market prices for the same or similar issues offered for debt of the same and remaining
maturities which was 4.19% and 5.90% for the years ended December 31, 2019 and 2018, respectively.
The carrying amount of lines of credit approximates fair value due to the short maturity of the instruments.
Consumer Deposits
The carrying amount approximates fair value due to the relatively short maturity of the deposits.
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Notes to Financial Statements
Southside Electric Cooperative, Inc.
December 31, 2019 and 2018
Note L - Financial Instruments Carried at Cost - Continued
The estimated fair value of the Cooperative’s financial instruments were as follows:
December 31,
Carrying
Value
Assets:
Capital term certificates

$

Liabilities:
Long-term debt, including
mortgage notes

$ 212,241,945

2,115,132

2019

Fair
Value
$

3,400,000

$ 184,860,000

Carrying
Value
$

2,134,774

$ 221,320,440

2018

Fair
Value
$

2,990,000

$ 177,470,000

Note M - Commitments and Contingencies
Purchased Power
The Cooperative, as a member of ODEC, an organization composed of electric cooperatives in Virginia,
Maryland and Delaware, has entered into a long-term contract with ODEC for the acquisition of wholesale power
through ODEC as have other members of the organization. The cost of wholesale power purchases through
ODEC may increase or decrease based upon rates established by the Board of Directors of ODEC.
Other
From time to time, the Cooperative becomes involved in litigation in the ordinary course of business. In
management’s opinion, the ultimate resolution of these matters will not have a material adverse effect on the
Cooperative’s financial position, results of operations or cash flows.
Note N - Related Party Transactions
The Cooperative is a member of the following organizations and conducted business transactions during the
current and prior years as set forth below:
The Cooperative is a member of CFC (Notes E and I), a national financing organization, and had investment
assets and mortgage notes payable at various interest rates and maturities.
The Cooperative, as a member of the ODEC, has entered into a contract for the acquisition of wholesale power.
The Cooperative is a shareholder of Federated Rural Electric Insurance Corporation (Note E), and purchases its
general property and liability coverage from this organization.
The Cooperative, as a member of TEMA (Note E), purchased materials and supplies for construction and
maintenance of the utility assets.
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Supplemental Matters Required by the
Rural Utilities Service

Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

The Board of Directors
Southside Electric Cooperative, Inc.
Crewe, Virginia
We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of Southside Electric Cooperative, Inc. (the
“Cooperative”), which comprise the balance sheets as of December 31, 2019 and 2018, and the related statements
of operations, equities and cash flows for the years then ended, and the related notes to the financial statements,
and have issued our report thereon dated March 11, 2020.
Internal Control Over Financial Reporting
In planning and performing our audits of the financial statements, we considered the Cooperative’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Cooperative’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Cooperative’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audits we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Cooperative’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audits, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
We noted certain matters that we reported to management of Southside Electric Cooperative, Inc. in a separate
letter dated March 11, 2020.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Cooperative’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Governmental Auditing
Standards in considering the Cooperative’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Richmond, Virginia
March 11, 2020
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Independent Auditor’s Report on Compliance With
Aspects of Contractual Agreements and Regulatory
Requirements for Electric Borrowers
The Board of Directors
Southside Electric Cooperative, Inc.
Crewe, Virginia
We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of Southside Electric Cooperative, Inc. (the
“Cooperative”), which comprise the balance sheet as of December 31, 2019, and the related statements of
operations, equities, and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated March 11, 2020. In accordance with Government Auditing Standards, we
have also issued a report dated March 11, 2020 on our consideration of the Cooperative’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. No reports other than the reports referred to above have been furnished to
management.
In connection with our audit, nothing came to our attention that caused us to believe that the Cooperative failed to
comply with the terms, covenants, provisions, or conditions of their loan, grant, and security instruments as set
forth in 7 CFR Part 1773, Policy on Audits of Rural Utilities Service Borrowers, §1773.33 and clarified in the
RUS policy memorandum dated February 7, 2014, insofar as they relate to accounting matters as enumerated
below. However, our audit was not directed primarily toward obtaining knowledge of noncompliance.
Accordingly, had we performed additional procedures, other matters may have come to our attention regarding
the Cooperative’s noncompliance with the above-referenced terms, covenants, provisions, or conditions of the
contractual agreements and regulatory requirements, insofar as they related to accounting matters. In connection
with our audit, we noted no matters regarding the Cooperative’s accounting and records to indicate that the
Cooperative did not:
•

Maintain adequate and effective accounting procedures;

•

Utilize adequate and fair methods for accumulating and recording labor, material, and overhead costs, and
the distribution of these costs to construction, retirement, and maintenance or other expense accounts;

•

Reconcile continuing property records to the controlling general ledger plant accounts;

•

Clear construction accounts and accrue depreciation on completed construction;

•

Record and properly price the retirement of plant;

•

Seek approval of the sale, lease or transfer of capital assets and disposition of proceeds for the sale or
lease of plant, material, or scrap;
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•

Maintain adequate control over materials and supplies;

•

Prepare accurate and timely Financial and Operating Reports;

•

Obtain written RUS approval to enter into any contract for the management, operations, or maintenance
of the borrower’s system if the contract covers all or substantially all of the electric system;

•

Disclose material related party transactions in the financial statements, in accordance with requirements
for related parties in generally accepted accounting principles;

•

Record depreciation in accordance with RUS requirements (See RUS Bulletin 183-1, Depreciation Rates
and Procedures);

•

Comply with the requirements for the detailed schedule of deferred debits and deferred credits; and

•

Comply with the requirements for the detailed schedule of investments.

This report is intended solely for the information and use of the board of directors, management, and the RUS and
supplemental lenders and is not intended to be and should not be used by anyone other than these specified
parties. However, this report is a matter of public record and its distribution is not limited.

Richmond, Virginia
March 11, 2020
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