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Compara()ive Hiclhligh()s

Water Power
fiscal Year

1987
fiscal Year

1986
fiscal Yeor

1987
fiscal Year

1986

Sorvico

Sales

(billionsof gallons)

210.1 204.3

(billionsof kilowatt hours)

20.5 20.3

Average number of customers 632,251 630,105 1,275,920 1,261,972

Financial

Revenue from water and

electric sales,and

other income —Net

(in thovsands) (in thousands)

$252,898 $234,195 $ 1,423,195 $ 1,386,118

Operation costs of the water

and electric systems"

Net income

Transferred to City of

151,896 133,674

44,641 61,844

1,031,552

186,847

991,260

193,585

(os Angeles reserve fund 11,301 10,415 67,9) 3 64,353

'xcluding depreciation expense
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The 1986-1987 Water and Power Dollar

Water Revenues in Cents

1 Other
2 Fire hydrant rentals

6 Governmental

37 Residentiol

54 Commerciol and industrial
54

lP'7
Water Expondituros in Cents

5 Payments to the City
12 Retirement Plan costs related to operations
12 Other operating expenses

14 Purchosed water and energy
16 Debt service costs

18 Copital improvements

23 Operoting salaries ond wages 16

Power Revenues in Cents

2 Street lighting
2 Other

16 Industr>al

28 Residential

52 Commerciol

Power Expenditures in Cents

5 PaymentstotheCity
6 Retirement Plan costs related to operations

1 1 Capitol improvements

11 Debtservicecosts

12 Other operating expenses

14 Operating salaries and wages
16 Fuel

25 Purchosed energy

52

28

~Pm



The Qepatrtmenft sn Sl self Mayor and los Angeles City Council

Established at the beginning of the cen-

tury, the Los Angeles Department of

Water and Power (DWP) is the largest

municipally owned utility in the country.

The Department, a proprietary agency

of the tas Angeles city government, has

more than 11,000 employees and

serves more than 3 million residents in

a 465- square mile area.

The Department's operations are

financed solely by the sale of water

and electricity; they are not tax-

supportecl.

The DWP is administered by the

Board of Water and Power Commis-

sioners, whose five members are

appointed by the mayor and confirmed

by the City Council for terms of five

years. The Board establishes the

DWP's rates, subject to approval by

the Council.

Tom Bradley
Mayor

~John Ferroro, Fourth District
President, City Council

Gloria Molina, First District

Joel Wachs, Second District

Joy Picus, Third District
~ Zev Yaroslavsky, Fifth District

Ruth Golanter, Sixth District

Ernoni Bernardi, Seventh District

Robert Farrell, Eighth District

Gilbert Lindsay, Ninth District

Note Holden, Tenth District
~ Marvin Braude, Eleventh District

Hal Bernson, Twelfth District

Michael Woo, Thirteenth District

Richard Alotorre, Fourteenth District

Joan MilkeFlores, Fifteenth District

'Member, CrtyCovncil's Energy ond
NotvrofResources Commrttee.

Rick Tuttle,
City Controller

James Kenneth Hohn,
CityAttorney
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IFI om tthe Soa1rcm os Watea ancl Power Commissioners

It is with great pleasure that we present this 86th annual

report which reviews the accomplishments of the Depart-

ment of Water and Power during the 1986-87 fiscal year.

With Los Angeles being a major world financial and popu-

lation center, the Department faces a constant challenge to

meet the increasing water and electrical needs of residents,

businesses and industries. It is a challenge that we welcome.

Water and electricity have been the lifeforce on which los

Angeles has grown to the modern metropolis it is today —a

city of 3.3 million.

We are planning now for the Twenty-First Century to

ensure that the city of tomorrow will remain a dynamic one

in which to live, work and play.

Our success as a utilitycould not have been achieved

without the help of the Mayor and the City Council. We

also appreciate the efforts of other elected city officials

and city departments.

Our greatest resource is the continued dedication and

service of our own management and personnel, without

whom it would have been impossible to achieve our goals.

Rick J. Caruso
President



Board of Water and Power Commissioners

Rick J. Caruso
President

Angel M. Echevarria

Jock W. teeney
Vice President

Carol Wheeler

Wolter A. Zelman



DWP Ntanagetnont

Duone L Georgeson
Assistant General Manager —Water

Norman E. Nicho1s
Assistant General Manoger —Power

Poul H. Lane
General Manager and Chief Engineer

Doniel W. Waters
Assistont Generol Manager-
Exlernof and Organizational Services

Norman J. Powers
Chief Finonciol Officer

shown left to right
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Genera1 Nianager's Revievr

Fiscal 1987 was a year of major

accomplishment for the Department.

Itsaw the completion of two land-

mark projects —the Ios Angeles

Aqueduct Filtration Plant and the

Intermountain Power Project (IPP)—

as well as a host of other programs

that willbenefit our city's water

and power supplies well into the

21 st century.

Mater System Developments

One of the Department's most press-

ing concerns during the year was

the necessity for increased water

conservation.

Last winter's snowfall in the Eastern

Sierra Nevada, which provides about

75 percent of our water, was the low-

est in a decade. We had sufficient

supplies to see us through 1987, but a

second consecutive dry winter could

produce California's first drought

since the severe drought of 1977.

With a watchful eye toward 1988,

the DWP intensified its usual conser-

vation practices last summer, which

is our period of heaviest water con-

sumption. Those efforts included a

substantial advertising campaign

urging los Angeles residents to

save water.

The start-up of our new filtration

plant in Sylmar last December inaugu-

rated a new order of water treatment

and quality in Los Angeles.

One of the largest and most

advanced facilities of its kind in the

world, the plant treats up to 600 mil-

lion gallons of water a day from our

principal source in the Sierra Nevada.

The plant willsharply reduce the

turbidity, or cloudiness, in our drinking

water. In addition, because the plant

uses ozone as its primary disinfecting

agent, we have reduced the amount

of chlorine we add to the water,

making it safer and better-tasting.

We were pleased to note that

"Consumer Reports," the respected

magazine published by Consumers
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Union, judged los Angeles tap water

as among the best-tasting in the coun-

try. The January 1987 issue com-

pared water from six cities and 50

brands of bottled water. Ios Angeles

received an "excellent" rating, the

same awarded to several popular

bottled waters.

The Department's activities in the

Mono Basin, currently the source of

one-sixth of Los Angeles'ater sup-

ply, continue to be a focus of contro-

versy. Environmental groups have filed

multiple lawsuits against the DWP

seeking increased water releases into

Mono Lake that could reduce or elimi-

nate our diversions.

In the most critical of these cases,

the California Supreme Court has

ordered a trial balancing the city'

needs for clean water and energy

against the environmental needs of

the Mono Lake ecosystem. This trial

appears to be at least two years

away.

The Department made excellent

progress in its work with Inyo County

to develop jointlya groundwater

management plan for the Owens Val-

ley. All litigation between Los Angeles

and the county has been put on hold

as this work proceeds.

Power System Developments

The completion in fiscal 1987 of IPP,

a huge coal-fueled power plant in

Utah, marks the beginning of a new

era in electric power supply for the

residents of los Angeles.

DWP customers willnow receive up

to 30 percent of their electric power

from IPP as the Department continues

to reduce its use of oil and natural gas

as power sources.

Work also was completed on the

new Victorville-Rinaldihigh-voltage

transmission line. Stretching 86 miles

across the Mojave Desert to the San

Fernando Valley, the $57 million line

delivers energy produced in Arizona,

Nevada and Utah.

Fiscal 1987 marked the fiftiethanni-

versary of Los Angeles'se of hydro-

electric power from Hoover Dam.

The DWP played an important role

in conceiving and building the dam,

and it operated 13 of its 17 huge gen-

erators under contract to the federal

government from 1936 until last May
—a period of 51 years —when the

U.S. Bureau of Reclamation took over

operation of all generating facilities.

The Department is proud of its asso-

ciation with this historic dam, which

was vital in helping los Angeles

develop into one of the world's great

cities.



Financial Nlatters

Sales of water and electric power

again reached a combined record

mark —$ 1.7 billion. Net income

declined slightly from the 1985-86

level owing to increased costs and

abandonment of the Chatsworth

Reservoir.

Our transfers to the city reserve fund

for 1987-88 willbe a record $82 mil-

lion—5 percent of our gross revenues

for fiscal 1987. With total assets

of almost $5 billion, our financial

condition is excellent.

As this is written early in fiscal

1988, we have completed revenue

bond issues amounting to $35 million

for the Water System and $ 100 mil-

lion for the Power System. Current

plans call for us to sell additional

bonds for both systems later in the

fiscal year.

Executive Appointments

Three major executive appointments

were made last year.

manager with responsibility as the

DWP's chief information oHicer.

Wi%I'am G. Williams was named to the

newly created position of assistant

chief financial officer for the Finance

and Accounting System. Before

assuming that post, he served as

chief accountant.

The City in the Future

los Angeles is well on its way to

becoming a major world financial and

population center.

As the city progresses toward that

status, the Department willcontinue

to plan for, and to provide, the water

and power facilities the city needs.

This is a formidable task, but one that

the Department has always fulfilled.

I thank Mayor Bradley, the City

Council and our board for their valu-

able counsel and assistance. As

always, l am grateful to my fellow

employees for their loyalty, compe-

tence and dedication.

James F. Wickser, the Water System's

general services manager, was pro-

moted to become one of two assistant

chief engineers for the system.

Michael R. Moore, staff assistant to

the general manager, was promoted

to executive assistant to the general

Paul H. Lane

General Manager and Chief Engineer

October 15, 1987
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The Water System

Among several major issues facing the

Water System in fiscal 1987, two were

particularly pressing: improving and

maintaining los Angeles water quality

as federal and state water drinking

standards became more stringent,

and expanding the DWP's conserva-

tion programs after a very dry winter.

We completed one of our largest

and most important projects in many

years, the los Angeles Aqueduct Fil-

tration Plant. A longer-term concern

was lawsuits threatening our Mono

Basin water supply.

Water Conservation

With the winter of 1987 the driest one

California has experienced in ten

years —snowpack in the Eastern

Sierra Nevada, the principal source

of water for los Angeles, was only

55 percent of its normal level—

conservation became an urgent con-

sideration for the Department.

Another dry winter in 1988 could

put Southern California in a drought

and bring about the need for manda-

tory conservation.

With a clear need to stretch our

supplies, we greatly expanded our

conservation programs.

A major element of these activities,

which willabsorb about $3 million

during fiscal 1988, was the largest

advertising campaign we have ever

mounted. Running from last July

through October, and targeted at all

classes of customers, it made exten-

sive use of billboards, radio, newspa-

pers and television.

Since much of Los Angeles'ater
usage is outdoors, our program

emphasized ways for customers to

save water through efficient garden-

ing, irrigation and landscaping.

Among our measures in this area

were the second annual water con-

servation garden contest for residen-

tial customers, a public education

program conducted in cooperation

with nurseries, and continued partici-

pationn

in the Large Turf Audit program

for golf courses and cemeteries.

10



Treatment and testing
ofwater transported
to the L.SL. Hltration
plant by aqueduct

from the Eastern

Sierra ensures the

highest quality
possible. Moro than
50,000 physical and

chemical analyses
mero performedin
+rater system

facilities last year.



DWP 15'86-'I?i87 AnnsoI Rcport IDuring the filtration
process, aqueduct

utator entering tile
plant 'floMs bp

gravitlI'hrough

several
treatment processes

which disinfect and

remove impurities.

Ozone, generated on

si9e, is injected in the
water as itpasses

through, reducing 9he

amount of chlorina

9ion required.

tie



Eastern Siorra water
constitutes about
15 /1 of the city'

~ supply. Groundwater
provides 15 /o~ and

Metropolitan Water
District, 10 /o of tho
balance. Tho filtra
tion plant bogan

oporations during
tho fiscal yoar.



Waterconservationls
always important,
but ospecially ln a dry
yoar. DWP launched

its largest advertising

program over ln

19ST-SS, targotod at

~esidentlal, commer

cial and industrial
customers. Itmade

extensive uso of bill-
boards, radio, nows-

papors and TV.

To moot tho noods

of omployees and

reduco work absence

associated with
child caro, DWP

inaugurated a pilot
program at two
downtown facilities.
It ls the firstchild care

program sponsored

by a Los Angeles city
agency. Tho program

also includes a paront
resourco contor.
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The Water Systen1

Indoor conservation measures

included distribution of water kits that

reduce shower and toilet water con-

sumption, and asking restaurants to

restrict offering glasses of water to

their patrons.

We also worked diligently with our

commercial and industrial customers

on conservation matters. Among other

things, we prepared industry-specific

water conservation bulletins, provided

on-site consultation, and loaned

water meters to customers.

In addition to advertising, we imple-

mented a broad range of public infor-

mation programs that were directed

to every sector of the community.

As part of its ongoing conservation

efforts, the DWP is also involved in

several water reclamation programs.

I:lltlation Plant Opens

After three- and a-half years of con-

struction and six months of testing, the

Los Angeles Aqueduct Filtration Plant

opened last December and brought

clearer, better-tasting water to Los

Angeles residents.

Located at the Ios Angeles Reservoir

complex in Sylmar in the San Fernando

Valley, the 25-acre facilitycan treat up

to 600 million gallons of water daily.

This represents about 75 percent

of the city's water supply, which

comes from the Eastern Sierra water-

shed more than 300 miles away.

The $ 146 million facility, one of the

largest and most advanced water-

treatment plants in the world, was

constructed to meet stringent federal

and state standards for the level of

turbidity, or cloudiness, in drinking

water.

The use of ozone, a powerful and

quick-acting disinfectant, allows us

to use less chlorine and other water

treatment chemicals in the water,

thereby improving its taste and qual-

ity.,Another benefit of the ozone is the

reduction of trihalomethanes (THMsj,

which are suspected cancer-causing

compounds.

15
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The Water System

The addition of chlorine to water

containing organic matter produces

THMs. With the use of ozone in our

water, lower levels of THMs—up to

half the previous levels —are formed.

The DWP has always easily met fed-

eral standards for these compounds,

and now we are surpassing them

handily.

San Fernando ValleyGrovndwater
The San Fernando Valley Ground-

water Basin provides about 15 per-

cent of the Los Angeles water supply.

It is also an important water source for

other communities.

In 1980, when sensitive instruments

became available forwater analysis,

trace amounts of two industrial sol-

vents, trichloroethylene (TCE) and

perchloroethylene (PCE) were found

in many of the basin's wells.

These contaminants probably had

been present for years but were previ-

ously undetectable. The Department

has maintained these contaminants

at safe levels in the water we supply,

but contamination is spreading in the

ground. We have undertaken various

measures to deal with this problem.

DWP Signs Agreement With EPA

The Department signed an agreement

with the U.S. Environmental Protection

Agency (EPA) for a $7.6 millionstudy

involving cleanup of San Fernando

Valley groundwater.

Four areas of the Valley's ground-

water basin are on the EPA's National

Priority List for hazardous waste

cleanup, qualifying them for federal

Superfund financing.

North HollywoodAeration Tower

The Department awarded a contract

for the North Hollywood Aeration

Tower, a facility that will remove con-

taminants from the groundwater. The

48-foot-high, $2.5 million tower is

expected to begin operations near

year-end 1987.

16



Water Systettt Facts ia Brief 1986-1987 1985-1986

3,338,000

188.6

210.1

873.2

3,278,000

184.1

204.3

915.2

137.0

661.4

144.5

671.8

177.1

975.5

(1 7}

973.8

123.9

940.2

(6.6}

933.6

d by the Water System. Excludes 2,000

Use of Water
Average los Angeles population served*

Average daily use per capita, gallons
Water sales for fiscal year, billiongallons
Maximum daily demand, milliongallons
Water Supply to CityArea
From local supply, cv. ft. per second (c.f.s.)
From DWP Aqueduct, c.f.s.

From Metropolitan Water District, c.f.s.

(California Aqueduct and Colorado River Aqueduct)
Gross supply, c.f.s.

Diversion from (to) local storage, c.f.s.

Net supply to distribution systems, c.f.s.

'ncludes 28,000 people in certain areas contiguous to los Angeles which are soNe
residents ol tho Gty not served by the Water System.

Water Ouality Chemical Analyses of (os Angeles Water Supplies 1986-1987

AIIconcentrotion valves oro expressed inmilrigrorre per liter unless otherwise noted NS No Standard. ND Not Detected.

Stondord Owens River Aqvedvct Grovndwoter Pvrchoses

Water sorvodby the
Dopartmont moets
or surpasses all
wator quality stan-
dards sot by tho U.S.
Environmental Pro
toctlon Agency (SPA)
and the State of
California Dopart
ment ofHealth Ser
vlcos. Many of those
curront drinking
water regulcltlo tss

aro bolng updated
by the SPA as a
result of legislation
passodby Congress
ln 1986. Tho De-
partment willtake
tho nocessary tnoa-
suros to onsuro that
tho City's water
contlnuos to moot
all of theso now
rogulatlonso

lao rga nice
Arsenic
Barivm
Cadmium
Cokivm
Chloride
Chromium
flvorlde
Iron

leod
Mognesivm
Mongonese
Mercury
Nitrate
Potossium

Sefenivm

SiIver
Sodium

Zinc
erg anlcs
Trichforoethyfene (TCE)

Tetrochforoethyfene (PCE)

Triholomethones, Totol
Radloactlvlty
Gross Afpha (picocvries/liter)
Gross Beta (picocvries/liter)
ttactortologlcat
Coriforms (per 100 miffiliters)

Physical Characteristics
pH (units)

Cofor (units)

Tvrbidty (NTU)
Hardness, Totol

Afkofinity,Totol

0.05
I

0.01

NS
250

0.05
2.4
0.3

0.05
NS

0.05
0.002

45
NS

0.01
0.05

NS
5

0.005
0.004
0.100

15

50

6.5-8.5
15

0.5
NS
NS

0.01
ND
ND
20
14

ND
0.46

ND
ND
5.8
ND
ND
0.1
3.5
ND
ND

ND

ND
ND

2.5
4.8

8.11
2

O.l
74

104

ND
0.02
ND
57
26

ND
0.37
ND
ND

16

ND
ND
8.9
3.6
ND
ND
40

ND

0.003
0.001

0.029 system average

3.5
4.1

0.2 system averoge

7.68
3

0.2
206
163

ND
0.05

ND
45
62

ND
0.23
0.02
ND

ND
ND
2.1
3.1
ND
ND
57

0.01

ND
ND

2.5
4.3

7.8S
1.5
0.2
194
110
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The Poorer System

The completion in fiscal 1987 of the

Intermountain Power Project (IPP) and

the second unit of the Palo Verde

Nuclear Generating Station fulfills

one of our long-standing goals: to

diversify our energy resources

throughout the Southwest, and to

become substantially less dependent

on oil and natural gas.

In addition, we completed the

Victorville-Rinalditransmission line,

which enables us to accept more

power from generating stations in

the Southwest.

With the addition of these facilities,

we have resources that willallow Ios

Angeles to continue orderly growth

well into the future.

Intern1ountain Power Project

IPP is a 1,600-megawatt, coal-fueled

generating station near Delta, Utah.

After 13 years of planning and con-

struction, IPP was completed when its

second generating unit went into

operation last May, sending coal-

fueled power some 580 miles across

the desert to los Angeles.

The $5.5 billion project is now sup-

plying up to 30 percent of Ias

Angeles'lectricity needs. Owned

and financed by the Intermountain

Power Agency, a Utah public author-

ity, IPP eventually willdistribute power

to 36 utilities in five western states.

The DWP is the single largest par-

ticipant in the project and is currently

buying about 63 percent of its power.

IPP is a source of pride as well

as power for the DWP. We were

involved in planning for IPP when it

was conceived in the early 1970s,

and we were the project manager

from the time it actually began 13

years ago, with responsibility for

design, construction and operation.

Construction work, planned to take

seven years, was completed two

months ahead of schedule and

substantially under budget.

The IPP facilitycovers 4,600 acres,

burns more than 4 million tons of coal

a year, and uses 18,500 acre-feet of

18



Giant thyristor valves
aro koy compononts

ln solid-stato tochnol-

ogy which permits
conversion ofalter-
nating and direct cur-

rent that ls moved

over hundreds of
miles on a vast net-
work of transmission

lines. Experimental
Solar Ono, right, now
oporatos on roducod

schodulo.
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BI1e POIitfe1'ySOem

Coal-fueled generat-

ing stations, such as

lPP in Utah, supt;Oed

Los Angeles with
41,7 /o of its energy
needs. Tho remainder

camo from oiligas-

fuoled plants in tho

L.A.basin, 23,8 /of

hydroelectric,
12A%f nuclear,

3.4%; and purchased

powers 18.7 /o.

~Q~I~Q E>FDc> trina~glQpQ &pc+h:."

-I
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An all-time high oloc

tric demand of4922
moguwatts (mw)
was reached Sept. 2~

1981, which ropro-
sonts considorablo

growth over ton years

ago, when itwas

3778 mw. Five years
from now, it ls ant!el

pated that peak
usage willap proxi-
mato 5800 mw.



Electric distribution
mechanics are called

upon to malco repairs
in all wea9her condl-

9ions. Yho overall
safety record of 00WP

continued to improve
last year as various

opora9ing divisions

implemented new
and innovative safety
programso

Ywo-way radios, for
communication with
central offico,
grea0ly speeds up
response 00 service

requests. Addition-

ally, drivers are able

90 relay onlergency
calls from the road for
91 1 assistance for the

public.
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Vhe Power System

water yearly. Its boiler structures are

301 feet high, and its 710-foot-high

chimney is the tallest structure in Utah.

The plant is maintained by a work-

force of more than 600, with the

DWP managing operations.

Nuclear Power forhos Angeles

Los Angeles began receiving larger

amounts of nuclear power last year

as the second of three generators

at the Palo Verde Nuclear Gener-

ating Station in Arizona became

fullyoperational.

At the close of fiscal 1987, DWP

customers were receiving about 4

percent of their electricity from Palo

Verde, which is located about 50

miles west of Phoenix, and is oper-

ated by Arizona Public Service Com-

pany. By early 1988, we expect to

get 8 percent of our power from

the project.

The DWP has a 5.7 percent owner-

ship in Palo Verde, equivalent to

about 217 megawatts. We hold an

additional 3.5 percent participant

interest in the project through our

membership in the Southern Califor-

nia Public Power Authority (SCPPAj.

Palo Verde's power is produced by
three identical 1,270-megawatt gen-

erators. Units One and Two went on-

line in January and September 1986,

respectively. Unit Three is expected to

go into service early in 1988.

Victorvilte-Rinaldi Line

The Power System's transmission

capabilities were augmented consid-

erably with the completion of a new

high-voltage line last June. Eighty-six

miles long, the 500-kilovolt line con-

nects our power switching station in

Victorville, California, in the Mojave

Desert with the Rinaldi Receiving

Station in Granada Hills in the San

Fernando Valley.

The $57 million facilitydelivers

energy produced by generating

plants in Arizona, Nevada and Utah.

Since the line crosses rugged terrain,

freeways, state highways and other

23
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The Pomer System

high-voltage lines, it presented

unusual problems of design and

construction.

Construction began in June 1986,

and the final transmission tower was

erected last April.

Victorville-Rinaldiwas completed

ahead of schedule and on budget. Its

800-megawatt capacity eventually

willbe doubled with the addition of

more transformers at Rinaldi.

DWP Buys Nevada Railroad

To enhance its plans for a coal-fueled

power plant in White Pine County,

Nevada, the Department bought a

railroad that would carry coal to the

facility. The line, acquired from Ken-

necott Corporation last Aprilat the

salvage cost of $ 1 million, is the

Nevada Northern Railway.

Under the agreement with Kenne-

cott, we purchased most of the line'

assets —including rolling stock and

rails —and the rights-of-way along its

128-mile portion between Cobre

Junction in Elko County and McGill

Junction in White Pine County. (Those

assets we did not acquire willbe

restored and operated as a tourist

attraction.)

Although development studies con-

tinue on White Pine, actual construc-

tion is not expected to begin until the

mid-1990s.

Research and Oeveloplnenlt

In keeping with the DWP's long-term

view of los Angeles'ower require-

ments, we allocate some of our

resources to researching alternatives

to conventional energy sources

and applications.

Last year we spent more than $6

million on projects involving geother-

mal energy, landfill gas recovery,

small hydroelectric plants and solar

energy.

One of our newer projects in this

area involves testing a five-passenger

electric vehicle.



The Department actively promotes

efficient utilization of its energy

resources by encouraging conserva-

tion and developing demand-side

management (DSM) programs,

including cash incentives. The imple-

mentation of DSM programs enables

us to directly influence the level of

electricity demand.

These programs involve commercial

and industrial thermal storage; com-

mercial and industrial heat pump

installation; residential heat pump

installation, and lighting efficiency.

Power System Facts in Brief

Power
Use'omestic

Customers

Commercial Customers

Industrial Customers

Total Customers —AllClasses

Sales to Ultimate Consvmers-
Kilowatt-hours

Sales to Other Utilities—
Kilowatt-hours

Average Annual Kilowatt-hours per Domestic Customer

Status ofSystem
UtilityPlant (Less Accumulated Provision

for Depreciation)
Generating Stat1ons
Net Dependable Capability, Kilowatts

1986-I987

1,092,912

160,239

20,006

1,275,920

20,162,537,000

377,876,000
5,004

S3, 133,454,000

7 584 000

1985-1986

1,078,074

157,484

20,233

1,261,972

20,034,676,000

215,819,000
5,102

$2,943,900,000

7,309,000

'Power prodvction in tritowott hours (including oil generotion of Hoover vnits connected to DWP system)

"includes purchosed copo«ity; does not dedud short. term soles of excess copocity.
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1985-198V IFinancial Statements

Financial Review

The Water System

Statement of Income

Statement of Retained Income Reinvested

in the Business

Balance Sheet

Statement of Changes in Financial

Position

Notes to Financial Statements

The Power System

Statement of Income

Statement of Retained Income Reinvested

in the Business

Balance Sheet

Statement of Changes in Financial

Position

Notes to Financial Statements
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IFinanciotl IReviem

Operations for fiscal year 1986-87 produced increases of 2.9 percent in water sales and 1.4 percent in

the sales of electric energy.

Operating revenues of the Department's Water and Power Systems totaled more than $1.65 billion, a
gain of $67 million over the previous fiscal year. The Water System accounted for $22 millionof the
increase due to record high sales combined with higher energy and purchased water costs billed to cus-

tomers. The Power System added $45 million to the total. This came mainly from an increase in energy
costs billed to customers combined with the fullyear effect of the November 1985 rate increase.

Higher Water System operating revenues partially offset by an increase in operating and maintenance
expenses coupled with the Chatsworth Reservoir writeoffresulted in net income of $44.6 million.

A total of $96.2 millionwas spent by the Water System on capital construction, most of which went
towards the improvement of the water distribution system and completion of the Ios Angeles Aqueduct
Filtration Plant. This $ 146 million facilitywas constructed to comply with stringent federal drinking water
quality regulations.

The operating revenue of the Power System increased by 3.3 percent from 1985-86 to a total of $ 1.40
billion. Net income amounted to $ 186.8 million.

The Power System invested $313.5 million in capital construction for the year. Major expenditures were
for additions and modifications to electrical distribution and transmission facilities, and the Coronado/Palo
Verde power generation project.

Total assets of the Department at June 30, 1987, were approximately $ 4.89 billion. Of this amount,

$3.70 billionwas recorded in the Power System and the remainder in the Water System.

Financing activities
During the year, the Power System sold a $47.8 millionadvance refunding bond issue. Proceeds from the
sale were pledged to retire the higher-interest cost Power System Revenue Bonds issued in 1984. The
advance refunding bonds were sold at an interest rate of 6.78 percent, which is the lowest since Aprilof
1979 for the Department's Iong-term debt. This transaction willyield interest cost savings of approximately
$25 millionover the life of the refunding issue.

Outstanding bonds, notes and revenue certificates on June 30, 1987, totaled $ 1.57 billion for the Power

System and $305.2 million for the Water System. Both systems met their maturing payments on bonds
and notes.

OperctHon ffinanced by revenues
In accordance with its basic fiscal policy, the Department pays all costs of operation, debt service and

part of the cost of capital improvements from current revenues. The remainder of the cost of capital
improvements is met through sales of revenue bonds or notes and from contributions in aid of construction.

Besides meeting all costs of operation from current revenues, the Department paid more than $ 79 million

into the Reserve Fund of the city in support of general city government.

Approximately 85 percent of that amount came for the Power Revenue Fund. Operations of the Water
and Power Systems are entirely self-supporting and no financial obligation or tax burden is placed on the

citizens of los Angeles.



City of las Angeles Department of Water and Power

Wakes'Syskem Skakemenk of Income

(ln Thousands)

Operating Revenues
Residential

Commercial and industrial

Other

Year ended June 30 1987

$ 92,436

135,163

20,775

1986

$ 84,147
122,917

18,955

1985

$ 78,960
111,082

18,258

Total operating revenues

Operating Expenses
Purchased water
Purchased energy

Purchased water and energy costs

Other operation
Maintenance
Depreciation
Taxes on property outside the City-

Total operating expenses

Operating Income
Other income —net

loss on Abandonment of Chatsworth Reservoir

Income before debt expenses

248,374

26,765

8,806

35,571

84,843
28,691

26,586
2,791

178,482

69,892
4,524

(10,675)

63,741

226,019

17,192

8,050

25,242
78,715

27,145
22,983

2,572

156,657

69,362
8,176

77,538

208,300

9,139
7,524

16,663

72,308
27,351

21,844

2,375

140,541

67,759
12,140

79,899

Debt Expenses
Interest on debt
Allowance for borrowed funds used during
construction

22,039 23,239 23,254

~2,939) ~7,545) ~6,677)
Total debt expenses

Not Incomo

19,100

$ 44,641

15,694 16,577

$ 61,844 $ 63,322

Wakes Syskem Skakemenk of Rekainecl Income Reinveskecl in khe Business

(In Thousands) Yeor ended June 30 1987 1986 1985

Balance at beginning of year
Net income for the year

$409,186
44,641

$357,757
61,844

$304,320
63,322

Less —Payments to the reserve fund of the City

Balance at end of year

453,827
11,301

419,601

10,415

$442,526 $409,186

367,642
9,885

$ 357,757

The accompanying notes are onintegrol port of these finonciol statements.
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Waiter Systettt Scllctfttce Sheett

Assets

(in Thousands)

UtilityPlant, at original cost
Source of water supply
Pumping
Purification
Distribution
General

Less —Accumulated depreciation

Construction work in progress

Net utilityplant

Current Assots
Deposits with City Treasurer
Customer and other accounts receivable, less

$600 allowance for losses
Accrued unbilled revenue
Materials and supplies, at average cost
Prepayments and other current assets

Total current assets

Total assets

Juno 30 '1987

S 230,343
48,203

129,874
964,205

94,309

1,466,934
480,483

986,451
59,697

1,046,148

37,136

45,520
25,654
14,490
14,841

137,641

51,183,789

1986

S 223,350
23,656

9,654
904,277

97,614

1,258,551
453,695

804,856
183,941

988,797

66,999

35,009
17,890
13,423
15,867

149,188

$ 1,137,985

Capitali- Capitalization
zation ansi

EquityLiabilities
Retained income reinvested in the business

Contributions in aid of construction
S 442,526

325,951
S 409,186

302,946

Long-term debt

Total capitalization

Current Liabilities
long-term debt due within one year
Accrued interest
Accounts payable and accrued expenses
Customer deposits

Total current liabilities

Commitments and Contingencies
Total capitalization and liabilities

768,477
285,599

1,054,076

712,132
305,037

1,017,169

19,560
6,465

69,447
34,241

129,713

19,370
6,746

66,873
27,827

120,816

S1,183,789 S1,137,985

The accomponying notes ore on integral port of these financial statements.
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Mater System Statement otf Changes in IFinancial Position

linThousonds) Yeorendedlune30 1984r 1986 1985

Financial resources provided by:
Operations-

Net income
Charges and credits to income not affecting

working capital—
Depreciation
lass on Abandonment of Chatsworth Reservoir
Allowance for borrowed funds used

during construction

Total from operations
Sale of revenue notes
Sale of advance refunding bonds
Amount received from escrow account
Contributions in aid of construction

31,112
10,675

26,291 25,793

(2,939)

83,489

23,005

(7,545)

80,590

65,928
13,025
18,062

(6,677)

82,438
34,706
18,597
20,600
18,945

S 44,641 S 61,844 $ 63,322

Financial resources used for:
Expenditures for plant and equipment
Reduction of long-term debt
Amount deposited in escrow account and offset

against advance refunding bonds
long-term debt redeemed, including call premium
Payments to the reserve fund of the City

106,494

96,199
19,438

11,301

126,938

177,605

105,296
19,556

65,928
13,025
10,415

214,220

175,286

94,805
19,163

18,597
20,600

9,885

163,050

Increase (decrease) in working capital 5 (20,444) 5 (36,615) S 12,236

Increase (decrease) in components of
working capital:

Deposits with City Treasurer
Customer and other accounts receivable
Accrued unbilled revenue
Materials and supplies
Prepayments and other current assets

Net change in current assets

lang-term debt due within one year
Accrued interest
Accounts payable and accrued expenses
Customer deposits

Net change in current liabilities

Increase (decrease) in working capital

S (29,863)
10,511

7,764
1,067

(1,026)

(11,547)

(190)
281

(2,574)
(6,414)

~8,897)

S (43,352)
2,778
2,073

119

10,910

(27,472)

80
(520)

(5,592)
(3,1111

(9,143)

$ 24,931
4,853

647
2,350

(415)

32,366

(7,075)
(144)

(10,110)
(2,801)

(20,130)

5 (20,444) 3 (36,615) 5 12.236

The occomponying notes ore on integrol port of these finonciol stotements.
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WaRes System Notes fo Ipinancial Statemettfs

Note A—Summary ofSignificant Accounting Policies

The Department —The Department of Water and Power of the City of los Angeles exists under and by
virtue of the City Charter enacted in 1925 as a separate proprietary agency of the City. The Water

System is responsible for the quality and distribution of water for sale in the City.

Financial statement presentation —The financial statements of the Water System are presented in

conformity with generally accepted accounting principles, and substantially in conformity with accounting

principles prescribed by the California Public Utilities Commission except for the method of accounting

forcontributions in aid of construction described below. The Department is not subject to regulations of
such commission.

tttilityplant and depreciation —The costs of additions to utilityplant and replacements of retired

units of property are capitalized. Costs include labor, materials and allocated indirect charges such as

engineering, supervision, transportation and construction equipment, retirement plan contributions and

other fringe benefits, and certain administrative and general expenses.

The Water System also capitalizes an allowance for funds used during construction equivalent to the

cost of long-term debt incurred to finance plant under construction. Research and development costs

directly related to current and future construction projects are capitalized and all other such costs are

expensed as incurred. The cost of relatively minor replacements is included in maintenance expense.

The original cost of property retired, together with removal cost, less salvage, is charged to

accumulated depreciation.

Utilityplant depreciation is provided by the straight-line method based on estimated service lives. The

depreciation expense was 2.4 lo, 2.3 lo and 2.3 lo of average depreciable plant for the fiscal years 1987,

1986 and 1985.

Deposits with CityTreasurer —Of the deposits with the City Treasurer, $31 millionand $58 millionat
June 30, 1987 and 1986, were invested in short-term securities under the City Treasurer's pooled invest-

ment program, whereby available funds of the City and its independent operating departments are

invested on a combined basis. These investments are valved at cost, which approximates market. At June

30, 1987, deposits with the City Treasurer included $2 million restricted for bond redemption and interest.

Contributions in aid ofconstruction —Under the provisions of the City Charter, amounts received

from customers and others for constructing utilityplant are combined with retained income reinvested in the

business to represent equity for purposes of computing the Water System's borrowing limits. Accordingly,

contributions in aid of construction are shown in the accompanying balance sheet as an equity account

and are not offset against utilityplant; depreciation provided for the related utilityplant is expensed.

Revenues —Revenues consist of billings to customers forwater consumption and include amounts result-

ing from a purchased water and energy cost adjustment formula designed to permit the full recovery of

purchased water and energy costs. The Department projects these costs to establish the cost recovery

component of customer billings and any difference between billed and actual costs, resulting in

over- or under-recovery of purchased water and energy costs, is adjusted in subsequent billings.
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The Water System recognizes purchased water and energy costs in the period incurred and, to provide
effective matching of costs and revenues, accrues for estimated unbilled revenues forwater sold but not

billed at the end of a fiscal year.

The Water System's rates are established by rate ordinance approved by the City Council. The Water
System sells water to other Departments of the City at regular rates provided in the ordinance.

Shared operating expenses —The Water System shares certain administrative functions with the
Department's Power System. Generally, the cost of these functions is allocated on the basis of benefits

provided to the Systems.

Debt expenses —Debt premium, discount and issue expenses are deferred and amortized to income
over the lives of the related issues.

Reciassification —Certain financial statement items for fiscal years 1986 and 1985 have been
reclassified to conform to the 1987 presentation.

Note B—Loss on Abandonment offCha9sworth Reservoir
From 1969 to 1972, the Water System incurred costs totaling $ 10.7 million to enlarge and improve the

Chatsworth Reservoir. Following the 1971 earthquake in the Ios Angeles area, the State of California
enacted more stringent safety standards for earth filled dams which would have required the replacement
of the Chatsworth Reservoir Dams at significant additional costs prior to refilling. During 1987, the Water
System completed various studies and concluded that the additional costs of upgrading the dams and

complying with increased water quality standards precluded refilling the reservoir. Therefore, the project
was formally abandoned, resulting in a utilityplant write offof $ 10.7 millionas of June 30, 1987

Mote C—Long-term Debt
long-term debt outstanding at June 30, 1987, consisted of revenue bonds and notes dve serially in vary-

ing annual amounts through 2024. Interest rates, which vary among individual matvrities, averaged
approximately 7.2/o and 7.1/o at June 30, 1987 and 1986. The revenue bonds generally are callable ten

years after issuance. Scheduled annual principal maturities during the five years succeeding June 30,
1987 are $20 million, $20 million, $20 million, $ 12 million and $ 12 million, respectively.

In fiscal years 1986 and 1985, the Water System sold advance refunding bonds totaling $ 85 million.

Until the bonds to be refunded are called, interest on the advance refunding boncls is payable from interest

earned on securities of the United States government purchased out of the proceeds of the sales and
held in escrow accounts with Citibank, N.A., New York. AtJune 30, 1987, $ 85 millionof these escrow
accounts have been offset against the advance refunding bonds in the accompanying balance sheet.

After the monies in the escrow accounts are applied to redeem the bonds to be called ($83 million face
value to be redeemed through 1994), interest on the advance refunding bonds willbe payable from

Water System revenues.

Mote D—Shared Operating Expenses
Operating expenses shared with the Power System were $235 million, $216 millionand $ 197 million for
fiscal years 1987, 1986 and 1985, of which $ 82 million, $ 74 millionand $67 millionwere allocated to the
Water System.
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Note E—Employees'etirement Plan
The Department has a funded contributory retirement, disability and death benefit insurance plan covering

substantially all of its employees. The Water System was allocated approximately 24% of the plan's total

costs for fiscal year 1987 and 26% for fiscal years 1986 and 1985 amounting to $33 million, $32 million

and $29 million. These costs include amortization of prior service costs generally over a 30-year period

ending June 30, 2003. The Department funds retirement plan costs in accordance with the recommenda-

tions of the plan's independent actuary.

The actvarially computed present value of accumulated retirement plan benefits attributable to the

Water System aggregated $494 million and $ 461 millionat June 30, 1987 and 1986, of which substan-

tiallyall were vested. An assumed rate of return of 8% was used in determining these actuarially computed

values. The retirement plan's assets at market value allocated to the Water System were $ 447 million and

$397 millionat such dates.

The Department willadopt the provisions of the recently issued Statement of Financial Accounting

Standards No. 87 in the fiscal year ending June 30, 1988 and does not expect the resultant change in the

method of accounting for retirement plan costs to have a material effect on net income for fiscal year 1988.

Note i:—Commitments and Contingencies

Payments to tho reserve fund of the City—Under the provisions of the City Charter, the Water

System transfers funds at its discretion to the reserve fund of the City. Such payments are not in lieu of

taxes and are recorded as distributions of retained income. The Department expects to make payments

of $ 12 million in fiscal year 1988 from the Water System to the reserve fund of the City.

Litigation—A number of claims and suits are pending against the Department for alleged damages to

persons and property and for other alleged liabilities arising out of its operations. In the opinion of

management, the uninsured liabilityunder these actions would not materially affect the Water System's

financial position as of June 30, 1987.

Report of lnciepenclent Accountants

To the Board of Water and Power Commissioners
)

Department of Water and Power

City of Ios Angeles

In our opinion, the accompanying balance sheet and the related statements of income, of retained income

reinvested in the business and of changes in financial position present fairly the financial position of the

Water System of the Department of Water and Power of the City of los Angeles at June 30, 1987 and

1986, and the results of its operations and the changes in its financial position for each of the three years in

the period ended June 30, 1987, in conformity with generally accepted accounting principles consistently

applied. Ovr examinations of these statements were made in accordance with generally accepted

auditing standards and accordingly included such tests of the accounting records and such other auditing

procedures as we considered necessary in the circumstances.

los Angeles, California

August 28, 1987

33



City of los Angeles Department of Water and Power

Pomea System Statement of Income

(ln Thousands)

Operating Revenues
Residential

Commercial and industrial
Other

YeorendedJune30 1987

S 388,730
963,151

51,560

1986

S 379,488

932,187
46,459

1985

S 372,959
859,200

55,808

Total operating revenues

Operating Expenses
Fuel for generation
Purchased power

Energy costs

Other operation
Maintenance
Depreciation
Taxes on property outside the City

Total operating expenses

Operating Income
Other income —net

Income before debt expenses

Debt Expenses
Interest on debt
Allowance for borrowed funds used during
construction

1,403,441

219,944
355,975

575,919
299,408
147,673

115,629

8,552

1,147,181

256,260
19,754

276,014

96,926

(7,759)

1,358,134

348,069
203,116

551,185
288,954
142,461

107,419

8,660

1,098,679

259,455
27,984

287,439

97,464

(3,610)

1,287,967

347,591

181,961

529,552
240,090
129,425

105,483

8,896

1,013,446

274,521
31,976

306,497

96,075

(3,208)

Total debt expenses

Net Income

89,167 93,854 92,867

$ 1 86,847 $ 1 93,585 $ 21 3,630

Povret'System Statement of Retained Income Reinvested in the Business

(ln Thousands)

Balance at beginning of year
Net income for the year

Yeor ended June 30 1987

$ ),56),388
186,847

1986

$ 1,432,156

193,585

1985

$ 1,277,393
213,630

Less —Payments to the reserve fund of the City

Balance at end of year

1,748,235

67,913

$ 1,680,322

1,625,741

64,353

$ 1,561,388

1,491,023

58,867

$ 1,432,156

The occom panying notes ore on integrol part of these financial statements.
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POTItrer SySftem BCtlCtnCO Sheeft

Assets

(In Thousands)

UtilityPlant, at original cost
Production
Transmission
Distribution
General

Less —Accumulated depreciation

Construction work in progress
Nuclear fuel, at amortized cost

Net utilityplant

Current Assets
Deposits with City Treasurer
Customer and other accounts receivable, less

$3,900 and $3,300 allowance for losses

Accrued unbilled revenue
Materials and supplies, at average cost
Fuel for generation
Deferred energy costs
Prepayments and other current assets

Total current assets

Total assets

June 30 l987

$ 1,539,610
545,821

1,704,800
256,124

4,046,355
1,252,336

2,794,019
311,640

27,795

3,133,454

174,430

140,287
84,535
63,009
65,897

8,928
30,267

567,353

$ 3,700,807

1986

$ 1,379,279
501,453

1,571,148
235,012

3,686,892
1,157,138

2,529,754
383,904

30,242

2,943,900

372,791

140,043
83,729
61,820
61,819
26,784
11,608

758,594

$3,702,494

Capitali- Capitalixation
xation and EquityLiabilities

Retained income reinvested in the business

Contributions in aid of construction

Long-term debt

Total capitalization

Current Liabilities
long-term debt due within one year
Revenue certificates
Accrued interest
Accounts payable and accrued expenses
Over-recovered energy costs
Extension and other deposits

Total current liabilities

Commitments and Contingencies
Total capitalization and liabilities

$ 1,680,322
91,352

1,771,674
1,408,914

3,180,588

67,916
90,000
26,457

242,973
73,196
19,677

520,219

$ 3,700,807

$ 1,561,388
84,708

1,646,096
1,476,139

3,122,235

61,526
90,000
26,504

315,519
69,261
17,449

580,259

$ 3,702,494

The accompanying notes ore on integrol port of these finonciof stotements.
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Pomes'ystem Sttattementt os Changes in IFinancial Posittion

(in Thovsands) Year ended June 30 1987 1986 1985

Financial resources provIded by:
Operations-

Net income
Charges and credits to income not affecting

working capital—
Depreciation
Amortization of nuclear fuel
Allowance for borrowed funds used

during construction

Total from operations
Sale of revenue bonds
Sale of advance refunding bonds
Amount received from escrow account
Contributions in aid of construction

125,734
5,936

4

(7,759)

115,599 113,328
925

(3,610) (3,208)

310,758

47,312

6,644

306,499
98,566

72,920
5,083

323,750
49,586

88,786
15,489

S 186,847 S 193,585 $213,630

Financial resources used for:
Expenditures for plant and equipment
Reduction of long-term debt
Amount deposited in escrow account and offset

against advance refunding bonds
long-term debt redeemed, including call premium
Payments to the reserve fund of the City

364,7)4

313,465
67,225

47,312

67,913

495,915

483,068

400,758
62,631

72,920
64,353

600,662

477,611

174,466
85,519

88,786
58,867

407,638

Increase (decrease) in working capital $ (131,201) $ (117,594) 5 69,973

increase (decrease) in components of
working capital:

Deposits with City Treasurer
Customer and other accounts receivable
Accrued unbilled revenue
Materials and supplies
Fuel for generation
Deferred energy costs
Prepayments and other current assets

Net change in current assets

Long-term debt due within one year
Accrued interest
Accounts payable and accrued expenses
Over-recovered energy costs
Customer deposits

Net change in current liabilities

Increase (decrease) in working capital

S(198,361)
244
806

1,189
4,078

(17,856)
18,659

(191,241)

(6,390)
47

72,546
(3,935)
(2,228)

60,040

S 48,801

(8,709)
26,246

4,671

(22,032)
(13,753)

(1,301)

33,923

23,470
(2,758)

(105,585)
(56,159)
(10,485)

(151,517)

$ 103,534
44,738
(4,397)
1,919
6,174

(10,481)
~438)

141,049

(5,870)
(169)

(49,352)
(13,102)

(2,583)

(71,076)

S(131,201) S(117,594) 5 69,973

The accompanying notes ore an integrol port of these financial statements.
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Pomes'ystem IMoles IIo Financial SIIaIIements

Note A—Summary ot SignNcant Accounting Policios

The Department —The Department of Water and Power of the City of Ios Angeles exists under and by
virtue of the City Charter enacted in 1925 as a separate proprietary agency of the City. The Power System

is responsible for the generation, transmission and distribution of electric power for sale in the City.

Financial statement presentation —The financial statements of the Power System are presented in

conformity with generally accepted accounting principles, and substantially in conformity with accounting

principles prescribed by the Federal Energy Regulatory Commission and the California Public Utilities

Commission except for the method of accounting for contributions in aid of construction described below.

The Department is not subject to regulations of such commissions.

Utilityplant and depreciation —The costs of additions to utilityplant and replacements of retired

units of property are capitalized. Costs include labor, materials and allocated indirect charges such as

engineering, supervision, transportation and construction equipment, retirement plan contributions and

other fringe benefits, and certain administrative and general expenses.

The Power System also capitalizes an allowance for funds used during construction equivalent to the

cost of long-term debt incurred to finance plant under construction. Research and development costs

directly related to current and future construction projects are capitalized and all other such costs

are expensed as incurred. The cost of relatively minor replacements is included in maintenance expense.

The original cost of property retired, together with removal cost, less salvage, is charged to

accumulated depreciation.

Utilityplant depreciation is provided for a large portion of the facilities by the 5/o sinking fund method

based on estimated service lives. The straight-line method is used for major projects completed after

July 1, 1973 and for all office and shop structures, related furniture and equipment and transportation

and construction equipment. The aggregate provison was 3.2/o, 3.3/o and 3.2/o of average

depreciable plant for fiscal years 1987, 1986 and 1985.

Nuclear fuel is amortized and charged to Fuel for Generation in the Statement of Income on the basis of

actual thermal energy produced relative to total thermal energy expected to be produced over the life of

the fuel. A contract has been entered into with the United States Department of Energy for the disposal of

the spent fuel.

Nuclear decommissioning —Decommissioning of the Palo Verde Nuclear Generating Station, in

which the Power System has an ownership interest, is projected to commence in approximately 35 to 40

years. The Power System is providing for its share of the estimated future decommissioning costs over the

life of the nuclear power plant through annual charges to expense.

Deposits withCityTreasurer —Of the deposits with the City Treasurer, $ 150 millionand $337 million

at June 30, 1987 and 1986 were invested in short-term securities under the City Treasurer's pooled invest-

ment program, whereby available funds of the City and its independent operating departments are

invested on a combined basis. These investments are valved at cost, which approximates market. At June

30, 1987, deposits with the City Treasurer included $ 10 million restricted for bond redemption, interest

and construction.
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Fuel forgeneration —Coal inventories are stated at average cost. Fuel oil inventories are stated at
cost, using the last-in, first-out method.

Contributions in aid offconstruction —Under the provisions of the City Charter, amounts received
from customers and others for constructing utilityplant are combined with retained income reinvested in the
business to represent equity for purposes of computing the Power System's borrowing limits. Accordingly,
contributions in aid of construction are shown in the accompanying balance sheet as an equity account
and are not offset against utilityplant; depreciation provided for the related utilityplant is expensed.

Revenues —Revenues consist of billings to customers for consumption of electric energy and include
amounts resulting from an energy cost adjustment formula designed to permit the full recovery of energy
costs. The Department projects these costs to establish the energy cost recovery component of customer
billings and any difference between billed and actual energy costs, resulting in over- or under-recovery of
energy costs, is adjusted in subsequent billings.

The Power System recognizes energy costs in the period incurred and, to provide effective matching of
costs and revenues, accrues for estimated unbilled revenues for energy sold bvt not billed at the end of
a fiscal year.

The Power System's rates are established by rate ordinance approved by the City Council. The Power
System sells electric energy to other Departments of the City at regular rates provided in the ordinance.

Shared operating expenses —The Power System shares certain administrative functions with the
Department's Water System. Generally, the cost of these functions is allocated on the basis of benefits
provided to the Systems.

Debt expenses —Debt premium, discount and issue expenses are deferred and amortized to income
over the lives of the related issues.

Reclassification —Certain financial statement items for fiscal years 1986 and 1985 have been
reclassified to conform to the 1987 presentation.

Note B—Revenue CertiHcates

At June 30, 1987 and 1986, the average interest rate of revenue certificates payable was 4.6 lo with vari-
ous maturities of up to 152 days. The Department has an unsecured standby line of credit of $90 million
which can be used if the certificates cannot be refinanced as they mature.

Note C—Jointly-owned IltilityPlant

The Power System has an undivided interest in several electrical generating stations and transmission sys-
tems which are jointly-owned with other utilities. Each participant provides its own construction financing.
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The Power System's proportionate share of construction and improvement costs is included in its balance

sheet at June 30, 1987 as follows (in $ millions):

protects
Deportment
Ownership

tnte rest

Deportment
Shore of

Copocity
(megowotts)

Plont In Construction
Senrice Accvmvfoted Work In

Cost Deprectotion Progress

Polo Verde Nuclear Generating Station

(Note G)
Novojo Steam Generating Station

Mohave Cool Generating Station

Pacific Intertie DC Transmission System
Other transmission systems

5.7%
21.2%
20.0%

40.0%
Various

217
550
316

S313

177

72

562

92
66

158

S720

S (9)

(60)

(19)

(88)

(11)
(12)

(23)

S(111)

S166

4

7

177

11

1

12

S189

The Power System willincur certain minimum operating costs on the jointly-owned facilities, whether or

not it is able to take delivery of its share of energy generated. The proportionate share of these expenses

incurred is included in the appropriate categories of operating expenses.

Note D—Long-term Debt

Long-term debt outstanding at June 30, 1987, consisted of revenue bonds and notes due serially in vary-

ing annual amounts through 2026. Interest rates, which vary among individual maturities, averaged

approximately 6.5% and 6.6% at June 30, 1987 and 1986. The revenue bonds generally are callable
ten years after issuance. Scheduled annual principal maturities during the five years succeeding June 30,
1987 are $68 million, $54 million, $52 million, $53 millionand $55 million, respectively.

In the fiscal year ended June 30, 1987, the Power System sold advance refunding bonds totaling $48

million. Until the bonds to be refunded are called, interest on the advance refunding bonds is payable
from interest earned on securities of the United States Government purchased out of the proceeds of the

sales and held in escrow accounts with Citibank, N.A., New York. AtJune 30, 1987, $48 millionof these

escrow accounts hove been offset against the advance refunding bonds in the accompanying balance

sheet (during the year ended June 30, 1987 there were no refunded bonds redeemed). After the

monies in the escrow accounts are applied to redeem the bonds to be called ($46 million face value to

be redeemed through 1994), interest on the advance refunding bonds willbe payable from Power

System revenues.

Note K—Shared OperaHng Expenses

Operating expenses shared with the Water System were $235 million, $216 millionand $ 197 million for

fiscal years 1987, 1986 and 1985, of which $ 153 million, $ 142 millionand $ 130 millionwere allocated to

the Power System.
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Note P —Employees'e9irement Pian

The Department has a funded contributory retirement, disability and death benefit insurance plan covering

substantially all of its employees. The Power System was allocated approximately 76 lo of the plan's total

costs for fiscal year 1987 and 74/o for fiscal years 1986 and 1985 amounting to $ 102 million, $91 million

and $83 million. These costs include amortization of prior service costs generally over a 30-year period

ending June 30, 2003. The Department funds retirement plan costs in accordance with the recommenda-

tions of the plan's independent actuary.

The actuarially computed present value of accumulated retirement plan benefits attributable to the

Power System aggregated $ 1,233 million and $ 1,151 millionat June 30, 1987 and 1986, of which sub-

stantially all were vested. An assumed rate of return of 8/o was used in determining these actuarially com-

puted values. The retirement plan's assets at market valve allocated to the Power System were $ 1,115

millionand $992 million at such dates.

The Department willadopt the provisions of the recently issued Statement of Financial Accounting

Standards No. 87 in the fiscal year ending June 30, 1988 and does not expect the resultant change in the

method of accounting for retirement plan costs to have a material effect on net income for fiscal year 1988.

Note G—Commitments and Contingencies

Payments to the reserve fvnd ot the City—Under the provisions of the City Charter, the Power

System transfers funds at its discretion to the reserve fund of the City. Such payments are not in lieu of taxes

and are recorded as distributions of retained income. The Department expects to make payments of $70

million in fiscal year 1988 from the Power System to the reserve fund of the City.

Long-term pvrchased power and transmission contrac9s —The Department has entered into a

number of energy and transmission service contracts which involve substantial commitments. These include

an agreement with the Intermovntain Power Agency, a Utah State Agency, for purchase of energy from

the Intermountain Power Project (IPP) for which the Power System has served as the project manager and

operating agent, and two agreements with the Southern California Public Power Authority (SCPPA), a

California Joint Powers Agency, fora portion of SCPPA's entitlement to the energy generated at the Palo

Verde Nuclear Generating Station and for capacity of the Southern Transmission System, which transmits

energy from IPP. Significant data related to these agreements, which are scheduled to expire from 2022
to 2027, at June 30, 1987 are as follows:

Contrac9s
Deportment

Interest

Total Deportment
Bonds Shore of

Outstanding Capacity
(millions) (megawatts)

Palo Verde Nuclear Generating Station (through SCPPA)

lntermountain Power Project

Southern Transmission System (for IPP power through SCPPA)

67.0/o (a) (b) $ 1,039 ) 51

62.8/a (c) $4,928 1,004
59.5% $ 1,000 1,142

(o) The Power System's 670% interest in SCPPA's 5.9% entitlement represents o 4.0% energy interest lor the Deportment in Polo Verde.

(b) The Power System oho hos o 5.7% ownershipinterestin Polo Verde (See Note C).

(c) Includes 44.6% "toke or poy" obligation ond on excess power contract for l8.2%.
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All these agreements require the Power System to make certain minimum payments whether or not

power is produced or it is able to take delivery of the power. Although minimum payments are
based upon debt service requirements plus production and maintenance costs, these major projects
have only recently commenced fulloperations and, therefore, the amount of the Power System's

share of future payments is not presently determinable.
The Department also has a contract through 2017 with the U.S. Department of Energy for the

purchase of available energy generated at the Hoover Power Plant. The Department's share of
capacity at Hoover approximates 500 megawatts.

Nvciear insvrance —As a participant in the Palo Verde Nuclear Generating Station, the Department

could be subject to assessment of retrospective insurance premium adjustments in the event of a nuclear

incident at Palo Verde or at any licensed nuclear reactor in the United States.

Litigation—Anumber of claims and suits are pending against the Department for alleged damages to

persons and property and for other alleged liabilities arising out of its operations. In the opinion of
management, the uninsured liabilityunder these actions would not materially affect the Power System's

financial position as of June 30, 1987.

IReporlt os Incileileenclent Accounltants

To the Board of Water and Power Commissioners

Department of Water and Power

City of los Angeles

In our opinion, the accompanying balance sheet and the related statements of income, of retained income

reinvested in the business and of changes in financial position present fairly the financial position of the

Power System of the Department of Water and Power of the City of Ios Angeles at June 30, 1987 and

1986, and the results of its operations and the changes in its financial position for each of the three years in

the period ended June 30, 1987, in conformity with generally accepted accounting principles consistently

applied. Our examinations of these statements were made in accordance with generally accepted

auditing standards and accordingly included such tests of the accounting records and such other auditing

procedures as we considered necessary in the circumstances.

Los Angeles, California

August 28, 1987
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Wa()et Sales

Residential
Commerdol
it Industrial irrigation

Power Gty
System Gave mme ntol

Otber
Gavernmentol

Affao~
Combined

Revenue from sales
ofwaters
Year ended June 30-

1987
1986

$92,436,000
84,147,000

$ 135,163,000
122,917,000

$305,000 $593,000
305,000 783,000

$4,703,000
5,321,000

$9,195,000
6,960,000

$242,395,000
220,433,000

Increase (decrease) 8,289,000
Percent increase (decrease) 9.85

12,246,000
9.96

0
0.00

(190,000)
(24.27)

(618,000)
(11.61)

2,235,000
32.11

21,962,000
9.96

Llnitof 100 cubic
foot sold!
Year ended June 30-

1987
1986

106,033,497
102,935,903

154,449,040
150,414,530

738,715
783,087

656,757
1,001,851

7,667,096
8,789,111

11,329,893
9,178,955

280,874,998
273,103,437

Increase (decrease) 3,097,594
Percent increase (decrease) 3.01

4,034,510
2.68

(44,372) (345,094) (1,122,015)
(5.67) (34.45) (12.77)

2,150,938
23.43

7,771,561
2.85

Averago billingprico
per 100 cubic fool:
Year ended June 30-

1987
1986

0.8718
0.8175

Increase (decrease) 0.0543
Percent increase (decrease) 6.64

0.8751 0.4) 29 0.9029 0.6134 0.8116
0.8172 0.3895 0.7816 0.6054 0.7583

0.0579 0.0234 0.1213 0.0080 0.0533
7.09 6.01 15.52 1.32 7.03

0.8630
0.8071

0.0559
6.93

Averago number of
customors (calculated
on no. ofbillings):
Year ended June 30-

1987
1986

456,355
455,553

170,386
169,388

34

32
385
366

2,299
3,031

2,792
1,735

632,251
630,105

Increase (decrease)
Percent increase (decrease)

802
0.18

998 2 19

0.59 6.25 5.19
(732) 1,057

(24.15) 60.92
2,146

0.34

Averago annual
consumption por
customer (in units of
100 cubic foot):
Year ended June 30-

1987
1986

232
226

906 21,727
888 24,471

Increase (decrease) 6
Percent increase (decrease) 3.00

18 (2,744)
2.03 (11.21)
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POVretP SaleS

PvMc
Street and Other
Highway Water Electric

Residentiol Cornmerciol lndvstdal lighting System Utilities
Allclasses
Combined

Rovonuo from salos
ofelectric onorgy!
Year ended June 30-

1987
1986

$388,730,000 $732,860,000 $230,291,000 $21,955,000 $8,806,000 $7,422,000 $ 1,390,064,000
379,488,000 691,897,000 240,290,000 22,120,000 8,050,000 7,734,000 1,349,579,000

Increase (decrease)
Percent increase (decrease)

9,242,000 40,963,000 (9,999,000) (165,000) 756,000 (312,000) 40,485,000
2.44 5.92 (4.16) (0.75) 9.39 (4.03) 3.00

ICI!owatthours sold
(in thousands)!
Year ended June 30-

1987
1986

5,469,312 10,628,309
5,499,851 10,279,185

3,629,903
3,818,084

298,768
308,167

136,245 377,876
129,389 215,819

20,540,413
20,250,495

Increase (decrease)
Percent increase (decrease)

(30,539) 349,124
(0.56) 3.40

(188,181)
(4.93)

(9,399) 6,856 162,057
(3.05) 5.30 75.09

289,918
1.43

Avorago billingprice
per kilowatthours
Year ended June 30-

1987
1986

Increase (decrease)
Percent increase (decrease)

0.0711
0.0690

0.0021

3.01

0.0690
0.0673

0.0017
2.53

0.0634 0.0735 0.0646 0.0196
0.0629 0.0718 0.0622 0.0358

0.0005 0.0017 0.0024 (0.0162)
0.81 2.38 3.89 (45.19)

0.0677
0.0666

0.0011

1.65

Avorago number of
customers (calculated
on no. of billings)s

Year ended June 30-
1987
1986

1,092,912
1,078,074

160,239
157,484

20,006
20,233

2,368
5,806

389
369

6 1,275,920
6 1,261,972

Increase (decrease)
Percent increase (decrease)

14,838
1.38

2,755
1.75

(227)

(1.12)
(3,438) 20

(59.21) 5.42
0

0.00
13,948

1.11

Average annual
consumption por
customer (in
kilowatthours) s

Year ended June 30-
1987
1986

5,004
5,102

66,328
65,271

181,441

188,706

Increase (decrease)
Percent increase (decrease)

(98) 1,057 (7,265)
(1.92) 1.62 (3.85)
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Orgcttnixattionol Ouerviem

Board of Water and Power Commissioners

General Manager and Chief Engineer

Assistant General Manager-Water
Divisions of the Water System:

Aqueduct
Water Operating
Water Engineering Design
General Services
Water Quality

Assistant General Manager-Power
Divisions of the Power System:

Power Operating and Maintenance
Power Design and Construction
System Development
Power System Services
Power Distribution
Real Estate

Assistant General Manager-External and Organizational Services
Divisions ofExternal and Organizational Services:

Legislative Affairs
Public Affairs
Customer Services
Commercial
Management Services
Human Resources

Chief Financial OHicer
Divisions of Finance and Accounting:
Accounting
Internal Auditing
Financial Planning

Chief Assistant CityAttorney forWater and Power
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Generating facilities in

otherwosternstates
aro playing largor rolos

ln tho city's powor

supply. Wator, also

importod from hun-

drods of milos awayr
is brought to l.A.by
aqueduct to sorvo the

noods of tho 3.3 million

population.

Oregon

Celilo DC-AC
Converter Station

Wator System
Power System

California

Pacific HVDC Intertie
Transmission line

Nevada

Intermovntain
Power Project

For additional copies contact:
Public Affairs Division
Room 1509, P.O. Box 111

los Angeles, CA, 90051
Telephone 213-481-6414
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los Angeles Department of Water and Power
General Office Building
111 N. Hope Street
los Angeles, California 90012
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