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To the Board of Trustees
Baldwin County Electric Membership Corporation, Inc.
Summerdale, Alabama

Opinion
We have aundited the accompanying financial statements of Baldwin County Electric Membership Corporation, Inc.
(Baldwin EMC), which comprise the balance sheets as of December 31, 2024 and 2023, and the related statements

of revenue and patronage capital, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the financial statements present fairly, in all material respects, the financial position of Baldwin
EMC as of December 31, 2024 and 2023, and the changes in its patronage capital and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit 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. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Baldwin EMC and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Baldwin EMC’s ability to continue as a going
concern within one year after the date that the financial statements are available to be issued.

Assurance Services * Business Taxation * Management Consulting
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Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

- Exercise professional judgment and maintain professional skepticism throughout the audit,

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

+ Obtain an understanding of internal control relevant to the audit 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
Baldwin EMC’s internal control. Accordingly, no such opinion is expressed.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

+ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Baldwin EMC’s ability to continue as a going concern for a reasonable peried of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we
identified during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated February 24, 2025, on our
consideration of Baldwin EMC’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grants, 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 Baldwin
EMC’s internal control over financial reporting and compliance.

ﬂM,L, NMody § sst p.c.

Gruenloh, Matz & Associates, P.C.
Robertsdale, Alabama
February 24, 2025
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

BALANCE SHEETS

AT DECEMBER 31, 2024 AND 2023

2024 2023
ASSETS
UTILITY PLANT (Note 7)
Electric plant in service - at cost $ 392,233,881 § 375,919,064
Construction work in progress 6,247,097 9,532,256
Total utility plant 398,480,978 385,451,320
Less: Accumulated provision for depreciation 132,417,183 130,461,477
Net utility plant 266,063,795 254,989,843
OTHER ASSETS AND INVESTMENTS
Capital term certificates - NRUCFC 1,020,483 1,020,483
Patronage capital due from associated organizations (Note 3) 76,403,152 73,265,392
Other investments 2,600,950 2,471,627
Total other assets and investments 80,024,585 76,757,502
CURRENT ASSETS
Cash and cash equivalents (Notes 1 and 2) 4,707,121 4,289 445
Accounts receivable:
Customers (less provision for doubtful accounts of
$103,247 in 2024 and $102,468 in 2023) 5,846,185 4,320,888
Unbilled revenue 13,731,668 12,015,991
FEMA - current (Note 21) 4,098,815 10,138,906
Other 1,233,957 887,506
Inventory 11,353,207 10,302,785
Other current and accrued assets (Note 5) 178,805 169,492
Total current assets 41,149,758 42,125,013
NONCURRENT ASSETS
Accounts receivable:
FEMA - noncurrent (Note 21) - 2,844,090
Total noncurrent assets - 2,844,090
DEFERRED CHARGES (Note 6) 148,801 160,837
TOTAL ASSETS $ 387,386,939 $ 376,877,285

The accompanying notes are an integral part of these financial statements.
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2024 2023
EQUITIES AND LIABILITIES
EQUITIES AND MARGINS
Memberships S 359,605 349,805
Patronage capital (Notes 8 and 9) 157,259,489 151,574,269
Other equities (Note 10) 13,083,464 12,758,075
Total equities 170,702,558 164,682,149
LONG-TERM DEBT (Note 13)
RUS mortgage notes 31,528,698 18,000,000
NRUCFC mortgage notes 12,593,359 13,218,179
FFB mortgage notes 79,672,496 84,875,401
CoBank mortgage notes 33,298,812 36,784,685
NCSC mortgage notes 343,720 613,072
Less current maturities (9,001,543) (9,534,752)
Total long-term debt {(net of current maturities) 148,435,542 143,956,585
CURRENT LIABILITIES
Accounts payable
Trade 5,303,873 2,877,363
Power cost 11,245,327 17,767,064
Customer deposits and advances 9,917,445 0,015,474
Accrued tax liabilities 9,979,432 9,050,718
Accrued liabilities 2,734,201 3,217,796
Line of credit 10,500,000 8,000,000
Current maturities of long-term debt 9.001,543 9,534,752
Total current liabilities 58,681,821 59,463,167
OTHER LIABILITIES
Deferred credits (Note 11) 1,929,886 1,190,945
Postretirement benefit obligation (Note 15) 7,637,132 7,584,439
Total other liabilities 9,567,018 8,775,384

TOTAL EQUITIES AND LIABILITIES $ 387,386,939

$ 376,877,285
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

STATEMENTS OF REVENUE AND PATRONAGE CAPITAL
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
OPERATING REVENUE $ 219,205,597 100.00% $ 200,577,781 100.00%
OPERATING EXPENSES
Cost of power 145,071,755 66.18% 133,009,841 66.31%
Distribution - operations 6,337,325 2.89% 5,238,025 2.61%
Distribution - maintenance 14,716,131 6.71% 15,493,186 7.72%
Consumer accounts 7,350,520 3.35% 7,005,588 3.49%
Customer service & information 1,703,956 0.78% 1,695,737 0.85%
Sales 538,294 0.25% 487,158 0.24%
Administrative & general 10,691,051 4.88% 9,311,224 4.64%
Depreciation 14,663,164 6.69% 14,142,005 7.05%
Taxes 4,368,173 1.99% 4,028,000 2.00%
Other 140,248 0.06% 120,808 0.06%
Total operating expenses 205,580,617 93.78% 190,531,572 894.97%
OPERATING MARGINS BEFORE FIXED CHARGES 13,624,980 6.22% 10,046,209 5.03%
FIXED CHARGES
Interest on long-term debt 6,010,109 2.74% 5,170,951 2.58%
OPERATING MARGINS AFTER FIXED CHARGES 7,614,871 3.48% 4,875,258 2.45%
G & T AND OTHER CAPITAL CREDITS 3,791,070 1.73% 2,986,606 1.49%
NET OPERATING MARGINS 11,405,941 521% 7,861,864 3.94%
NONOPERATING MARGINS (L.OSS) (Note 12) 323,722 0.15% (159,768) -0.08%
NET MARGINS FOR THE YEAR 11,729,663 5.36% 7,702,096 3.86%
PATRONAGE CAPITAL - BEGINNING OF YEAR 151,574,269 147,923,723
RETIREMENT OF CAPITAL CREDITS (Note 8) (6,044,443) (4,051,550)
PATRONAGE CAPITAL - END OF YEAR $ 157,259,489 $ 151,574,269

The accompanying notes are an integral part of these financial statements.

Gruenloh & Matz

& ASSOCIATES

Certified Public Accountants




4-

BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

CASH FLOWS FROM (USED FOR) OPERATING ACTIVITES
Net margins

Adjustments to reconcile net margins to net cash provided by operating activities:

Depreciation
Provision for uncollectible accounts
G & T and other capital credits
Other postretirement benefits expense
Amortization of deferred charges
Changes in operating assets and liabilities:
{Increase) decrease in current assets:
Accounts receivable
Unbilled revenue
FEMA receivable
Accounts receivable - other
Materials and supplies
Other current and accrued assets
(Increase) decrease in noncurrent assets:
FEMA receivable - noncurrent
Increase (decrease) in current liabilities:
Accounts payable
Power payable
Consumer deposits
Accrued liabilities
Net cash from operating activities

CASH FLOWS FROM (USED FOR) INVESTING ACTIVITIES
Net additions of utility plant
Retirement of investment in capital credits
Increase (decrease) in deferred credits
Net cash from (used for) investing activities

CASH FLOWS FROM (USED FOR) FINANCING ACTIVITIES
Proceeds from long-term debt
Principal payments on long-term debt
Proceeds from line of credit - net of repayments
Increase in membership fees
Increase (decrease) in other equities
Payment of capital credits
Payment of other postretirement benefits
Net cash from (used for) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

SUPPLEMENTAL INFORMATION
Interest paid
The accompanying notes are integral part of these financial statements.
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2024 2023
11,729,663 $ 7,702,096
14,663,164 14,142,005

36,964 39,629
(3,791,070) (2,986,606)
642,320 643,146
12,036 152,220
(1,562,261) 790,689
(1,715,677 1,023,654
6,040,091 (2,527,687)

(346,451) 417,959

(1,050,422) 517,108

(9,313) 678,772
2,844,090 2,947,681
2,426,510 (868,015)
(6,521,737) (3,770,701)

901,971 498,488

445,119 465,790
24,744,997 19,866,228

(25,737,116) (32,532,173)
523,987 307,451
738,941 353,753

(24,474,188) (31,870,969)

13,570,000 18,000,000
(9,624,252) (8,457,112)
2,500,000 4,500,000
9,800 10,330

325,389 980,275
(6,044,443) {4,051,550)

(589,627) (223 ,845)

146,867 10,758,098

417,676 (1,246,643)

4,289,445 5,536,088
4,707,121 $  4,289.445
6,840,520 § 5,141,019
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of business— The operations of Baldwin County Electric Membership Corporation (Baldwin EMC)
primarily consist of the sale and distribution of electric power to members in southwest Alabama.

Accounting policies — The accounting records of Baldwin EMC are maintained in accordance with the Uniform
System of Accounts prescribed by the Rural Utilities Services (RUS). As a result, the application of accounting
principles generally accepted in the United States of America by Baldwin EMC differs in certain respects from
the application of those principles by nonregulated enterprises. Such differences primarily concern the
recognition of gains and losses on the retirement of assets. The more significant policies of Baldwin EMC are
described below.

Recognition of electric revenue and cost - The Cooperative has contractual agreements with its members for the
provision of electric service. Electric revenue and the related cost of power purchased are recognized when
electricity is used by the ultimate consumer. Members are billed on a cycle basis throughout the month. Due
dates for billings are 20 days from the billing date. Unbilled revenue represents power that was consumed but not
yet billed. See Note 21 for more information on contract balances related to electric service.

Cash and cash equivalents — Baldwin EMC considers all highly liquid investments with a maturity of nine
months or less when purchased to be cash equivalents.

Investments — Investments in associated organizations are recorded at cost.

Accounts receivable — The Cooperative extends credit to its members located in southwest Alabama. Accounts
recetvables are carried at original invoice amount less an estimate made for doubtful receivables based on a
review of all outstanding amounts on a monthly basis. Management determines the allowance for doubtful
accounts by identifying troubled accounts and by using historical experience applied to an aging of accounts.
Accounts receivables are written-off when deemed uncollectible. Recoveries of accounts receivables previously
written-off are recorded when received. Baldwin EMC does not charge interest on past due accounts.

A summary of the changes in the allowance for doubtful accounts is as follows:

2024 2023
Balance at beginnng of year 5 102,468 § 112,773
Provision charged to mcome 36,964 39,629
Recoveries of bad debts 68,234 52,534
Accounts written-off (104,419) (102,468)
Balance end of year 3 103,247 b 102,468

Property and plant — Costs associated with utility plant additions and improvements are capitalized based upon
the RUS guidelines established in Bulletin 1767B-2. This results in the capitalization of direct costs such as labor
and materials expense and also includes capitalization of indirect costs including labor, material charges, taxes,
insurance, transportation, depreciation, pensions, and other related expenses. These costs are accumulated in
work-in-process accounts and are capitalized to the proper plant accounts at the completion of the construction
activity.

{continued)
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and plant (continued) - Certain special equipment additions, as defined by RUS, are capitalized when
purchased along with an estimated installation charge. The cost of depreciable property, when retired, is
computed at the average unit cost along with removal costs less salvage. The net retirement cost is charged to
accumulated depreciation. Maintenance and repairs, including minor items or property, are charged to
maintenance expense as incurred.

Depreciation ~ Procedures are detailed in Note 7.

Materials and supplies -- Materials and supplies are priced at the lower of cost or market. Cost is determined by
the average cost as computed using the first-in, first-out (FIFO) method.

Income taxes — Baldwin EMC is exempt from income tax under Internal Revenue Code Section 501(c)(12).
Baldwin EMC believes they have appropriate support for any tax positions taken, and as such, does not have any
uncertain tax positions that are material to the financial statements. Baldwin EMC’s federal Returns of
Organization Exempt from Income Tax (Form 990) are subject to examination by the IRS generally for three
years after they are filed.

Use of estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect
cerfain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Fair Value of Financial Instruments -~ FASB ASC 825-10-50-10 “Disclosures about Fair Value of Fmancial
Instruments™ requires the Cooperative fo disclose estimated fair value for its financial instruments. The carrying
value of cash, accounts receivable, other current assets, accounts payable, accrued expenses, and current portion
of notes payable approximate fair value because of the short maturity of those instruments.

NOTE 2 CASH AND CASH EQUIVALENTS

Baldwin EMC maintains its cash accounts in banks located in Alabama. Accounts at each bank are guaranteed
by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank. At December 31, 2024,
Baldwin EMC had $8,682,828 in excess of the $250,000 FDIC limit.
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 3 PATRONAGE CAPITAL DUE FROM ASSOCIATED ORGANIZATIONS

Investments in associated organizations are recorded at cost. These investments consist of the following:

2024 2023

Patronage capital from PowerSouth Energy Cooperative $ 72,327,603 $ 69,985,725
United Utility Supply 219372 219,372
Arkansas Electric Cooperative, Inc. 4058 4038
National Rural Utilities Cooperative Finance Corporation (CFC) 287,854 281,441
National Rural Telecommunications Cooperative 5219 5229
National Information Solutions Cooperative 234202 217,285
Gresco Utdlity Supply 31324844 2552282

Totals $ 76,403,152 $ 73265392

NOTE 4 ECONOMIC DEVELOPMENT PROJECTS
In prior years, Baldwin EMC received USDA Rural Business Enterprises Grants that are used to assist in
community development by providing low or no interest rate loans to local organizations. The Cooperative had
no loans outstanding as of December 31, 2024 and 2023. The program was discontinued in 2023, and $400,000
was returned to USDA in 2024, leaving $100,000 to be returned to USDA in 2025.

NOTE 5 OTHER CURRENT AND ACCRUED ASSETS

Following is a summary of amounts recorded as other current and accrued assets:

2024 2023
Prepaid msurance and other current assets 3 166,507 $ 157,194
Interest receivable 12,298 12,298
Totals § 178,803 $ 169,492
NOTE 6 DEFERRED CHARGES
Deferred charges were comprised of the following amounts:
2024 2023
Unamortized debt expense $ 148,801 $ 160,837
Totals s 148,801 $ 160,837

Gruenloh @il Matz
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023
NOTE 7 ELECTRIC PLANT AND DEPRECIATION PROCEDURES

Listed below are the major classes of the electric plant:

ANNUAL
DEPRECIATION
PLANT BALANCES RATE
2024 2023
Distribution plant § 303,748,122 § 289,590,852 3.2%-6.5%
General plant
Land and rights 6,623,536 6,572,791
Structures 37,471,906 37,102,042 2.5% - 6.0%
Office furniture and equipment 1,203,692 1,107,030 6.0%
Transportation 23,566,793 22,121,620 10.0% - 25.0%
Stores equipment 996,893 976,658 6.0%
Tools and shop equipment 903,356 865,508 5.0%
Laboratory equipment 782,850 738314 - 6.0%
Power-operated equipment 3,494,126 3,424 265 14.0%
Communication 2,843,685 2,803,080 6.0%
Other 10,598,922 10,615,874 6.0%
Total general plant 88,485,759 86,328,212

Total electric plant n service $ 392233831 § 375919064

Electric plant is depreciated on a straight-line basis.

2024 2023
Construction work in progress s 6247097 § 9532256
Total 3 6247097 § 9,532,256

NOTE 8 RETURN OF PATRONAGE CAPITAL

Net margins of the Cooperative are returned to individual patrons under a patronage capital plan. Net margins
are assigned annually to individual patrons based on patronage during the year. Under the provisions of the
long-term debt agreement, written mortgagee approval is required for retirement of net margins unless the level
of equity is above 30% or above 20% and the retirement does not exceed 25% of the prior year’s margins. In
2024, the Cooperative retired capital credits of $6,044,443. In 2023, the Cooperative retired capital credits of
$4,051,550. The equities and margins of Baldwin County Electric Membership Corporation at December 31,
2024 and 2023 were 44.07% and 43.70%, respectively, of total assets.

Gruenloh é: Matz
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 9 PATRONAGE CAPITAL

The patronage capital plan adopted by the Cooperative became effective January 1, 1949. Patronage capital
consisted of the following at December 31, 2024 and 2023:

2024 2023
Current margins $ 11,729,663 § 7,702,096
Assigned to date 221,356,132 213,654,036
Totals 233,085,795 221,356,132
Less: Retired to date {(75,826,306) (69,781,863)
BALANCE - END OF YEAR § 157,259,489 $ 151,574,269
NOTE 10 OTHER EQUITIES
Other equities were comprised of the following accounts:
2024 2023
Operating margins - nonrefundable 5 174,637 s 174,637
Refunded credits unclaimed 12,908,827 12,583,438
Totals $  13,083464 § 12758075

NOTE 11 DEFERRED CREDITS

Following is a summary of amounts recorded as deferred credits as of December 31, 2024 and 2023:

2024 2023
Transformer & special equipment mstallation $ 1929886 $  1,190.945
g 1929886 $  1,190945

NOTE 12 NONOPERATING MARGINS

Nonoperating margins were as follows for the years ended December 31, 2024 and 2023;

2024 2023
Interest mcome 8 305,969 $ 199,016
Gam (loss) on sale / disposal of assets 15,054 (365,012)
Rental income - 3,400
Other nonoperating income and expenses - net 2,699 2,828
$ 323,722 $  (159,768)

Gruenloh &4 Matz
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 13 LONG-TERM DEBT

Mortgage notes payable - Mortgage notes payable at December 31, 2024 and 2023, consisted of the following:

2024
Mortgage notes payable - NCSC; interest rates from
4.40% 1o 4.80%, notes due at various times to
September 2026. $ 343,720
Mortgage notes payable - NRUCFC; iterest rates
of 3.16% to 4.00%; notes due at various times
to June 2051. 12,593,359
Mortgage notes payable - RUS; interest rate of
4.89%; note due at various times to May 2058, 31,528,698
Mortgage notes payable - CoBank; interest rates of
2.76% to 3.49%; notes due at various times to
July 2051. 33,298,812
Mortgage notes payable - FFB; mterest rates of 1.11%
to 7.14%; notes due at various times (o
January 2052. 79672 496
Total long-term debt 157,437,085
Less: Current maturities (9,601,543)
Total long-term debt, net of current maturities $ 148435542

(continued) __
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2023

$ 613,072

13,218,179

18,000,000

36,784,685

84,875,401

153,491,337
(9.534,752)

$ 143,956,585
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023
NOTE 13 LONG-TERM DEBT (CONTINUED)
All mortgage notes payable are secured by total assets of Baldwin EMC.

As of December 31, 2024, annual maturities of long-term debt outstanding for the next five years are as follows:

December 31, 2025 $ 9,001,543
December 31, 2026 8,871,112
December 31, 2027 8,552,895
December 31, 2028 8,238,953
December 31, 2029 8,520,593
Thereafter 114,251,989

TOTAL $ 157,437,085

Baldwin EMC has a revolving line-of-credit with National Rural Utilities Cooperative Finance Corporation
(NRUCFC). The total available line-of-credit is $13,000,000. As of December 31, 2024, the line of credit had an
outstanding balance of $10,500,000, leaving $2,500,000 available. The interest rate at December 31, 2024 was
6.50%. As of December 31, 2023, Baldwin EMC made no draws from the line of credit.

Baldwin EMC has a line-of-credit with National Rural Utilities Cooperative Finance Corporation (NRUCFC);
maturing December 28, 2026. The total available line-of-credit is $17,000,000. As of December 31, 2024, the
line of credit had an outstanding balance of $-0-. The interest rate at December 31, 2024 was 5.90%. As of
December 31, 2023, the line of credit had an outstanding balance of $8,000,000. The interest rate at December
31, 2023 was 6.65%.

Baldwin EMC has a line-of-credit with Regions Bank for $2,000,000; maturing July 16, 2025. As of December
31, 2024 and 2023, Baldwin EMC made no draws from the line of credit.

Baldwin EMC has a line-of-credit with CoBank for $20,000,000; maturing October 1, 2025. As of December 31,
2024, the line of credit had an outstanding balance of $-0-, leaving $20,000,000 available. The interest rate at
December 31, 2024 was 6.39%. As of December 31, 2023, the line of credit had an outstanding balance of $-0-,
leaving $20,000,000 available. The interest rate at December 31, 2023 was 7.41%.

NOTE 14 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 multi-employer plan under the accounting standards. The plan
sponsor’s Employer Identification Number is 53-0116145 and the Plan Number is 333,

(continued)
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 14 PENSION PLAN (CONTINUED)

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.

Baldwin EMC'’s contributions to the RS Plan in 2024 and in 2023 represented less than five percent of the total
contributions made to the RS Plan by all participating employers. Baldwin EMC made contributions to the RS
Plan of $4,571,627 in 2024 and $4,207,981 in 2023.

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 on
January 1, 2024, and over 80 percent funded on January 1, 2023, 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.

At the December 2012 meeting of the I&FS Committee of the NRECA Board of Directors, the Committee
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, for
most cooperatives the billing rate is reduced by approximately 25 percent, retroactive to the January 1% of the
year in which the amount is paid to the RS Plan. The 25 percent differential in billing rates is expected to
continue for approximately 15 years from January 1, 2013. However, changes in interest rates, asset returns and
other plan experience different from expected, plan assumption changes, and other factors may have an impact
on the differential in billing rates and the 15-year period.

Baldwin EMC has a 401(k) plan for its employees (NRECA Selectre). The terms of the plan allow for an elective
contribution from employees of 2% - 15% of their salaries. Baldwin EMC requires a mandatory 2% of salary
contribution from employees and will match an employee's contribution for up to 2% of that employee's annual
salary. Baldwin EMC’s 401(k) contributions for 2024 and 2023 were $383,722 and $321,789, respectively.
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 15 POSTRETIREMENT BENEFITS

Baldwin EMC has a plan that provides postretirement health care to all employees who meet age or service
requirements. Baldwin EMC accounts for the benefits in accordance with Accounting Standards Codification
{ASC) No. 715, Compensation — Retirement Benefits. This provision requires Baldwin EMC to measure plan
assets and benefit obligations each fiscal year and accrue postretirement benefits during the employees’

employment years.

Per Baldwin EMC’s policy, employees are eligible to receive payment for accrued sick leave at 75 percent of their
pay rate upon retirement. Baldwin EMC accounts for this liability in accordance with ASC No. 715,
Compensation — Retirement Benefits. Upon adoption of the policy in 1998, the board approved expensing the
entire transition obligation. Baldwin EMC recalculates the obligation annually. The annual calculation of the
accumulated postretirement benefit obligation results in an adjustment to the obligation which is reflected in the
net periodic cost for the year. Baldwin EMC paid postretirement benefits of $437,813 and $223,845 for 2024 and

2023, respectively.

The following sets forth the components of the accumulated postretirement benefit obligation of 2024 and 2023:

2024 2023
Accumulated postretirement benefit obligations:
Health msurance $ 5413138 § 5442535
Sick leave 2,223,994 2,141,904
Accrued postretirement benefit hability
inchided in the balance sheet $ 7637132 8§ 7584439
2024 2023
Weighted-average assumptions as of December 31:
Discount rate 4.50% 4.50%
Healthcare cost trend rate assumed for next year 6.00% 6.00%
Rate to which the cost trend rate is assumed to decline,
ultimate trend rate 3.00% 3.00%
Year in which ultimate trend rate i reached 2036 2035
Benefit cost g 259,875 ) 259,875
Benefits paid Baldwin EMC 297076 131,089
Effect of a 1% change in the assumed healthcare
cost trend rate on:
Periodic postretirement benefit cost 15,138 16,393
Accumulated postretirement benefit obligation 296,362 298,465

{continued)
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 15 POSTRETIREMENT BENEFITS (CONTINUED)

The net period cost for postretirement healthcare during 2024 and 2023 includes the following:

2024 2023
Service cost 3 51,015 ) 47,365
Interest cost 248,092 236,135
Totals $ 290107 S 283,500

Estimated future benefits payments, which reflect expected future service, are expected as follows:

2025 § 216,660
2026 189,719
2027 168,950
2028 144,821
2029 128,975

Significant Changes in Assumptions
There were no significant changes in assumptions as of December 31, 2024 and 2023,

NOTE 16 COMMITMENTS

Under its wholesale power agreement, Baldwin EMC is committed to purchase its electric power and energy
requirements from PowerSouth Electric Cooperative, Inc. until December 31, 2055. The rates paid for such
purchases are subject to periodic review.

NOTE 17 RECOVERY OF UNDERGROUND COSTS

In certain service areas, Baldwin EMC is mandated by the municipalities governing these areas to place electric
facilities underground. The Board of Baldwin EMC has deemed it necessary to recover the additional costs
incurred in providing underground electric facilities through the use of monthly account surcharges to members
in the affected service areas. As of December 31, 2024, recovered costs through the use of surcharges was
$41,275,086. Construction costs due to be recovered in future periods are $5,454,103.

NOTE 18 FAIR VALUE OF FINANCIAL STATEMENTS

The following methods and assumptions are used by the Cooperative in estimating its fair value disclosures for
financial instruments.

(continued)
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 131, 2024 AND 2023
NOTE 18 FAIR VALUE OF FINANCIAL STATEMENTS (CONTINUED)
None of the financial instruments included in the following detail are held or issued for trading purposes.
Cash and cash equivalents are based on face amounts.
Investments in associated organizations represent cooperative capital credits from Baldwin EMC’s suppliers and
debt capital. No quoted market prices exist for these instruments. It is not practicable to estimate the fair value of

these instruments as the timing of future cash flows from these instruments cannot be determined.

The fair value of long-term debt is estimated using discounted cash flow analyses based on the Cooperative’s
current incremental borrowing rates for similar types of borrowing arrangements.

The carrying amounts and fair values of the Cooperative’s financial instruments are as follows:

2024 2023
CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE
Cash and cash equivalents  $ 4707121 § 4,707,121 § 4289445 §$ 4,289.445
Capital term 1,020,483 1,020,483 1,020,483 1,020,483
certificates - NRUCFC
Long-term debt 157,437,085 139,457,505 153,491,337 130,306,711

NOTE 19 FAIR VALUE MEASUREMENTS

The Cooperative has categorized its assets and liabilities that are measured at fair value into the three-level fair
value hierarchy as reflected in the table below. The three-level fair value hierarchy is based on the degree of
subjectivity inherent in the valuation method by which fair value was determined. The three Ievels are defined as
foliows:

Level 1- Quoted Prices in Active Markets for Identical Assets and Liabilities: This category, for items measured
at fair value on a recurring basis, includes exchange-traded preferred and common stocks. It also includes
derivative liabilities for written call options on common stock which are also exchange traded. The estimated fair
value of the equity securities and derivatives within this category are based on quoted prices in active markets
and are thus classified as Level 1.

Level 2 - Significant Other Observable Inputs: This category is for items measured at fair value on a recurring
basis, includes bonds, preferred stocks, and common stocks which are not exchange-traded. The estimated fair
values of some of these items were determined by independent pricing services using observable inputs. Others
were based on quotes from markets which were not considered actively traded.

Level 3 - Significant Unobservable Inputs: This category, for items measured at fair value on a recurring basis, is
for items where no observable market inputs are available, and valuation is determined by management.
(continued)
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023
NOTE 19 FAIR VALUE MEASUREMENTS (CONTINUED)
At the end of each reporting period, the Cooperative evaluates whether or not any event has occurred or
circumstances have changed that would cause an instrument to be transferred between Levels 1 and 2, as well as

transfers into or out of Level 3.

At December 31, 2024 and 2023, cash, investments, and long-term debt were allocated to the levels as follows:

2024
Level 1 Level 2 Level 3
Cash & cash equivalents § 4707121 $ - $ -
Capital term certificates - NRUCFC - 1,020,483 -
Long-term debt - - 139,457,505
TOTAL $ 4707121 $ 1020483 $ 139,457,505
2023
Level 1 Level 2 ' Level 3
Cash & cash equivalents S 4289445 3 - g -
Capital term certificates - NRUCFC - 1,020,483 -
Long-term debt - - 130,306,711
TOTAL § 4289445 b3 1,020,483 $ 130306711

NOTE 20 CONTRACT BALANCES - ELECTRIC

The timing of revenue recognition, billings, and cash collections for electric service resulted in billed accounts
receivable, unbilled revenue {contract assets), and member deposits (contract liabilities} on the Balance Sheets.
Amounts are billed periodically as electricity is consumed in accordance with agreed-upon contractual terms.
Generally, billing occurs subsequent to revenue recognition, resulting in contract assets — unbilled revenue.
However, deposits are received as contracts for electric service are entered into, resulting in contract liabilities —
customer deposits. These deposits are liquidated at the time the electric service is cancelled.

The beginning and ending contract balances were as follows for the years ended December 31, 2024 and 2023;

December 31 January 1
2024 2023 2023
Contract assets:
Receivables $ 5,846,185 S 4320888 3 5,151,206
Unbilled revenue 13,731,668 12,015,991 13,039,645
Contract habilities:
Customer deposits 9,971,445 9,015,474 8,516,986
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 21 HURRICANE SALLY & FEMA RECEIVABLE

Hurricane Sally was a destructive Atlantic hurricane that made landfall in Gulf Shores, Alabama as a Category 2
hurricane on September 16, 2020, and caused extensive damage to the Cooperative’s electric plant assets. In
2020, management estimated that $40,859,676 of the expenditures incurred during the hurricane recovery efforts
were eligible costs to be submitted for reimbursement from the Federal Emergency Management Agency
(FEMA). Management estimated FEMA to reimburse the Cooperative 75% of the eligible costs related to field
work and logistics and 100% of the eligible costs related to administration. An estimated $30,214,973 receivable
from FEMA was recorded as of December 31, 2020.

On March 2022 President Biden signed House Resolution 2471, Consolidated Appropriations Act 2022; which
included a provision to increase the federal cost share to not less than 90% for any emergency or major disaster
declaration form or having an incident period beginning between January 1, 2020 and December 31, 2021. The
additional estimated FEMA receivable was updated to a federal share of 90% in fiscal year 2022.

In 2021, the Cooperative was awarded $1,599,992 in federal grants from FEMA. In 2022, the Cooperative was
awarded $24,313,266 in federal grants from FEMA. In 2023, the Cooperative was awarded $1,155,968 in
federal grants from FEMA. In 2024, the Cooperative was awarded $9,318,023 in federal grants from FEMA.
The Cooperative received these amounts in full during the respective years from the State of Alabama
Emergency Management Agency (A-EMA), a pass-through entity for the FEMA proceeds.

As of December 31, 2023, FEMA deemed ineligible 4,862,361, or 10.3%, of $47,006,235 project costs
submitted for reimbursement. In 2023, management estimated $1,533,678, or 38.7%, of amounts appealed, to be
recovered in future years.

As of December 31, 2022, FEMA deemed ineligible 3,966,719, or 9.3%, of $42,466,664 project costs submitted
for reimbursement. In 2022, management estimated $2,159,953, or 54.4%, of amounts appealed to be recovered
in future years.

In 2021, the Cooperative engaged an attomey to assist in appealing FEMA’s denial of costs submitted. The
appeals process was ongoing as of the report date. As of December 31, 2024 and 2023, the total FEMA
receivable was $4,098,815 and $12,982,996, respectively.

Due to the nature of FEMA’s appeals process, amounts awarded but not yet paid at the time of the appeal are
withheld for payment until the appeal is resolved. As a result, FEMA receivables totaling $4,098,815 and
$10,138,906 were determined to be current as of December 31, 2024 and 2023, $0 and $2,844,090 were
determined to be noncurrent as of December 31, 2024 and 2023, due to management’s estimation of the appeals
process to conclude in calendar year 2025.
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BALDWIN COUNTY ELECTRIC MEMBERSHIP CORPORATION

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE 22 RELATED PARTY TRANSACTIONS

Baldwin EMC and Baldwin County Electric Membership Charitable Foundation (the Foundation) are related
parties since Baldwin EMC has the ability to select the Foundation’s board of directors. In 2024, the Cooperative
collected $447,232 from members through Baldwin EMCs “Operation Round Up” program which rounds up
participating members” billings to the nearest dollar. In 2024, $445,467 was passed through to the Foundation
from Operation Round Up. As of December 31, 2024, Baldwin EMC had $37,635 in amounts payable to the
Foundation. In 2023, $398,143 was passed through to the Foundation from Operation Round Up. As of
December 31, 2023, Baldwin EMC had $35,929 in amounts payable to the Foundation.

NOTE 23 SUBSEQUENT EVENTS

Subsequent events were evaluated through February 24, 2025, which is the date the financial statements were
available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

Beverly w CPA OVER FINANCIAL REPORTING AND ON COMPLIANCE AND

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL Florida Il
STATEMENTS PERFORMED IN ACCORDANCE WITH Costif
GOVERNMENT AUDITING STANDARDS

To the Board of Trustees
Baldwin County Electric Membership Corporation
Summerdale, Alabama

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 Baldwin County Electric Membership Corporation (Baldwin
EMC) which comprise the balance sheets as of December 31, 2024 and 2023, and the related statements of revenue
and patronage capital, and cash flows for the years then ended, and the related notes to the financial statements, and
have issued our report thereon dated February 24, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Baldwin EMC’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on the consolidated financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Baldwin EMC’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Baldwin EMC’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 a 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 audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses or significant deficiencies may exist that were
not identified.
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Reports on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Baldwin EMC’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants,
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 audit 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.

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 Baldwin EMC’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the organization’s internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.

B Metog s p.c

Gruenloh, Matz & Associates, P.C.
Robertsdale, Alabama
February 24, 2025
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