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Chalf States Uitilities Co. genenites, transmits and selis
electricity 1o mare than 588,000 customers in & 28,000
square miie area that spans the Oulf Coast between Hous-
ton and New Orlcans

The territory served by Gulf States has a population of
about 1,580,000 and includes the northem suburbs of
Beau
haries and Ba

Houston and the major cities of Conroe, Huntsville
mont and Port Arthur In

hv-.‘{, n

Texas and Lake (

Louisiana

HE COVER

crgd s

The company owns and operates a natwal gas retali
distribution sysiem serving almost 85 000 customers in
the Baton Rouge area.

As part of the Southwest Power Pool, QSU has the abil-
ity to interchange electricity with 45 other members (29
full members, which includes O30, and 15 associate mem
bers! In eight states in the South and Southwest

in 1992, Quif States had 2 peak load of 5,247 mega
watts. Normal dependable capacity and firm purchased

pOwer agreements totaled 6,709 megawatts at the time of

he peak on July

.
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When Andrew crossed the Florida peninsula
and entered the Qulf of Mexico, GSU began mar-
shaliing its forces, having employees and contract
workers 1 2ady to move wherever help was needed.
When it became apparent the evening of Aug.
25 that Louisiana was Andrew’s target, GQSU began

. movina crews from its far western reaches to
. Bea it whe hev walted for the brunt of the
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busines it had been vice president of the
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oraganizat } vice president of informatior
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rt Arthur and Beaumont Divi-
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ASSUME . theast Texas Division In
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Damage o the company’s transmission and
distribution system totaled more than $22 million,
but this expense was covered by insurance and by a
storm damage reserve maintained by GSU.

In communicating with employees after the

storm, chief executive Joseph L. Donnelly calied the
es it activitie 1 true team effort”™ by those ac
¢ ) A © W ar hehind the
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+ ) | N | Z\-V




dividend obligations have been 'he Baton Rouge federal
met in each of the subseguent cdistrict judge presiding over

current since the fourth quarter quarters. The conpany also the lawsuit Cajun Electric Power
of 198t became current on its preferred Cooperative filed against Guif
stock sinking fund obligations States in 19889 appointed a
ommon stock n April mediator in March. The two
vidends were in June, GQSU paid al parties began discussions with
suspended after preference stock dividend the mediator, a retired federal
the second guar arrearages and redeemed the appeals court judge, in July
er 136 and stock. Part of the proceeds of
nave g Des resumed a first mortgage bond sals he electric ¢ O-0p
nfor@nately, Gult States is plus general corporate funds a 30 percent
st Fim Al i Osit VEre he $90.3 mi )

owner of the River

vidends f dividends in arrears and | Bend nuclear

} npt { he $118.3 n st of power plant, con-

las § vide S el . b e edemption tends ,xm(ﬂiu oLther ”I;”QS that
y's highest pr ty l'hrough redemption of its GSU migepresented the plant’s

eferred divide 4 preferred ang preference stock COt "N‘&Q” costs in order to

\ . ! N Lhe ompany re £ Ls re entice Cajun to partic i[,);"ﬂ(" in
nade Marct 2 ferre and preference diy the project. The company be-
epres: { janters i £ req rement in ! 4 eves the lawsuit is without
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“{shondling/
| “losaph L. Donnelly, elected 1986, Chainnon of the Board, Presi-
dent and Chiel Executive OFficer

"Robert +_ Barrow, slected 1984, General, Refirad Commandant

whed States Marine Corps, St Francisville Lo

*Executive Comm

e
sirman Executive Committee
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~{standing)
Eugene H. Owen, slected 1989, Chuirman of the Booard and Chief
Executive Officer, Owen & White In.iaton Rouge, Lo

william F. Klousing, elected 1991, Retired, Senior Vice President

NG MOnQQer | irving s Fub eH hvision . INew Yors
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ed In its report the regulatory
“ agency did point out that the
exter.ded refueling and mainte
nance outage during the assess
! ment penod “stressed your
! programs and, in some cases
8 alfected overs .
'he NRI in
ate December 1992 that it
! proposed to fine the company
{ $ 100,000 for vioiations of NRC
radiation protection require-
ments related (o two incidents
of radio-
3 occurred
ueing
S Nis were
eported by GSU to the regula
tOry adel Y
he NI aicknowledged
\ hat the ympany took immed
ite action t restore complil
e at 1SS




paid the fine ne ol the nits CiTGO Petroleum Lorp Conoco

Sabine 4, tumed ind Vista Chemical Co
the best perfor Gulf States operates the
canwniie u nance in the sys facility which uses new fluid-

l States’ [0OSS!] ten with a zed-bed combusbon tec H"‘(Jh')(.;\
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5, 19835, died at o Qaiveston hospital on exploded, critically injuring all four.

Jan. 22. At the time this report was written,
Fags in all company facilities were the three injured employees were making

flown at half-staff the day of her death slow recoveries from their bums at
The last QSU fatality at a company Hermann Hospital in Houston. They are
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GOSU’s first natural gas when prices are low for use air employment

storaqge facility in Beaumont's when fuel costs escalate or ;,“I,.( ies assist
historic Spindietop Oil Fieid when demand for electricity is GSU in develop-
went into operation in October high ‘ ing its human re-

1992, with a second one 1.3 bil & sources to serve
scheduled for completion by lion-cubic-foot cavern com our cuomers more effectively.
lulv 1. 1994. Work beaan on pleted in 1992 to be enlarged ("{vq!',(”; the international

the project in November 1991 to more than 5 bcf by mid- Brothe™e®d of Electrical Work-

" 1O€ Work is now underway ers, Local 2286, reached agree-
ihine Gas Transmis on the second storage cavem ment on a new three-year
SiOr o. of Houston a 5 bci-plus facility contract effective June 21
wins the storage fa 1992
tv and is under ’ mployment pra Under the provisions of
ntract to provias tices for the 4,841 the agreement, a 3 percent
1ISU with transportation and Gulf States employ wage increase became effe
swing service of natural gas B c©es are gquided by tive immediately and was fol-
the nearby Sa € power plant : the pr ples ol iowed by a 2 percent increase
WwWith the storaae 1aciiithy jull £ ‘“‘{ "'f;-l,“'T:.:!"f{_« for ai iLiS i e FAN) \;‘i‘uhQ';rlL,('nt;:y J
States can purchase itural gas ﬁ-ul' through affirmative a« percent increases are sched
'\v’i%‘"-"#&'&"’-‘ that the com uled for June and December
I v hi able to hire ntil the expiration of the con
SHK e Dersornne from aill 'm tract on Juns ) 4 ]'4'.‘%




he first major step in the combi-
nation of Gulf States Utilities Co.
and Entergy Corp. was taken in
mid-December when sharehold-
ers of both utilities voted overwhelmingly in
favor of the merger.

Applications ror approval have been
filed with Texas and Louisiana utility regula-
" tors, asking them to declare the merger in the
public interest. Filings have been made with

the Federal Energy Regulatory Commission

and other federal agencies. Status Of the pro
eedings at the end ol January was
g ¢ -
Y 3

Yesges mi:coa

ment of the merger and the proposed
amendment to Entergy’s syscem agreement
to include Gulf States.

The Nuclear Regulatory Commission
on Jan. 13, 1993, was asked to consent to
the change in control of Gulf States and to
amend the operating license for River Bend
to permit an Entergy nuclear subsidiary to
operate the plant on behalf of Gulf States
and Cajun Electric Power Cooperative, the
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Management Responsibility for
Consolidated Financial Statements
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Selecied Consolidated Financial Data

thousands except per share amounts and ratios

19972
For the Years Ended December 31
Operating Revenude $1.773.375%
Iincome (Loss) Belore Extraordinan
items and the Cumulative Effect of
Accounting Changes 133 7873
el Income Loss 128,15
| yme (Loss) Applicable to Commeo
Stock 8 455
Farnings Loss) Per Averaqge Share «
o { Stock Outstanding Before
P xlraordinary Hems and the Cumula
ve FHeot of Account ng Changes ’
f.an nas (Loss) Per "‘\hvf‘h..« Share of
fo 351 Stock Outstandin 59
' s Fer Sh ¢ of 3141 » Stoch
Ketu n Avera { 311 I ) 135
As of Decemi |
! 2] Ass S¢ S8 .494%
Long rin e nd Preferred Stoch
Subiect t L3 2t Ovry Hr:iezv»;;" 629 ) §
ita e |l | 2TV OT 18, '
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Managemeni's Discussion and inalysis of
Financial Condition and Resulls of Operations

Proposed Entergy Corporation Guif States

Utilities Company Business Combination

fexas Reta furisdiction (Regui







Louisiana Retaii Jurnisdiction (Regulator -
LPSC

Liguidity, Financings. and Capital Resources
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Significant Litigation, Risks, and
Environmental Issues



Operating Revenus

cremse | Decroane

from Prion Yea
W6 2 ' S epd
in (housands
.
Ar Al v e L e rease
rown Prior Yo
A penG Remainis - Lo &
r hyough ability » ¥ i et
B mbe vt e ar e e el
» . >
3 it
b
f










As Reported

| 9%
As Reportied

SFAS No
109 Effe

in thousands

. 4 "

SFAS No
109 Effect

in thousands

SFAS Mg
108 Fffect

in thousands

| SO0

As Restated

1991

As Restated

1992

As Restated




Consolidated Statement of Income (LoOSS)
For the years ended December 31
(in thousands excepl per share amounts)

Operating Revenuoe

¥

Operating Expense

Operating Income

Other Income and Deductions

Income Before interest Charges

Interest Charges

income (Loss) Belfore Extraordinary ltems and Cthe
Cumulative Effect of Accounting Change

Extraovdinary tems (net of income Laxes Note §

Cumulative Effect of Accounting Change {net of inCome

taxes Note 5

Netl Income Loss
Income (Loss) Applicable to Common Stock

Earnings (Loss) Per Average Share of Common SLodk
Outstanding Before Extraordinary 1tems and the
Cumelative Effect of Accounting Change

Larnings (Loss) Per Average Share of Common Stock
Outstanding

Dividends Per Share of Common Stock




Consolidated Statement of Cash Flows
l For the years ended December 31
(in thousands)

OG
Operating Activities i

18
192

50

I

Financing Activities

investing Activities

[ Net change in cash and cash equivalents Q5
Cash and cash equivalents at January | 293

Cash and cash equivalents at December 31 S 197

S opiemental Cash Flow Disclosure

$ 128

)

157

o858 )
483
580
749
290
656
477
200)

1,545

363 )
015)
9 ‘.)(‘,
500)
369)

792

199]




Assels

Utility and Other Plant, at original cost
Plant in service .. ...
Less: Accumuliated prox ts:on for deprenatton

Construction work in progress ...

Nuclear fuel, net of accumulated amormzmon ' .

Other Property and Investments .....................

Current Assets
Cash and cash equivaients
Receivabies

RN & = o rsiaeiod wis § e 2 i Boip e ekl 39 e w8 & SIIET o Fom B0 vy o
IR s v oi s e e s ks e o v e 30 i ) 2y ¥ B 4

Fuel inventories
Materials and supplics (Mote 4)
Prepayments and other

Deferred Charges and Other Assets
Accumulated deferred income taxes ..
Deferred River Bend costs .. ..

Other s &

Capitalization and Liabilities
Capitalization (See Statement of Capitalization)

Commeon shareholders’ equitymotttt, L e S o

Preference stock .
Preferred Stock

Not subject to mandatory redemption ....

Subject to mandatory redemption
Longtermdebt ........... .

Current Liabilities

Longterm debt due withinone year ..........ocoiieniiiainia .

Prefec:
Accounts payable —

Customer deposits
Taxes accrued
Interest accrued ... ..

trade .....

Capital leases — current oatas s Cadun ek itk lhysn s e hn Y 4
Southcm(ompan)sememem AR 5w e e e e A

Other

Deferred Credits and Other Liabilities
Investment tax credits ... ..
Accumulated deferred incomt uxes
Capltal leases — non-current ..

Deferred River Bend financing coé(.s : i

Southern Company settiement
Other ...

Commitment= and Contingencies (Nole 3)

d stock and long-term debt smkinq fund rcqulrcmcn(s o

The aco ompaminq notes are an mlegral part of the consohdawd ﬁnanual sla!em( nts.

1992 1991
$6.970,683  $6,673,767
2,172,719 2,024,351
4,797,964 4849416
32,305 36,538
106.565 107,071
4,236,834 4993025
36,225 50,200
197,741 293,061
124,214 121,897
18,405 25,095
21.159 17.007
86.972 8,097
38314 45283
486,805 510,440
179.985 190.438
814,263 891,568
404,382 275.821
1,398,630 1,357,827
$6.858,494  $6.911492
$1,972,874  $2.021673
- 100,000
136,444 136,444
254,570 362,580
2,374,458 2,293 982
4,738,386 4914679
160,000 94,003
15.242 52,205
101,513 102,684
21.152 20,156
19.092 21,726
62,013 77.289
51.688 21,328
9.300 -
65,025 75,718
505,025 465,109
94,690 96,889
852,302 807,678
154.923 116,805
131,123 155,482
p 47,400
382,085 307,450
1,615,123 1,531,704
96,858,494  $6.911.492

27



Consolidated Statement of Capitalization
December 31
(in thousands)

Common Shareholders’ Equity

$1.200.923
(10.535)
77,851
704 635

1.972.874%
Freference Stock

Shares Redemption
Outstanding Frice as of
December 3) December 31
Dividend Series 1992 992

Freferred Stock

Shares Redemption
Outstanding Price as of
December 31 December 51
Dividend Series 1992 1992




1992 1991
Long-Term Debt
First mortgage bonds
Maturing 1993 through 1997—
16.8% due September 23, 1993 .. = e - 17,150
ISN0L dUe MEICH 1, 3008 ..o dnriincosesbsenesiass shnssbavsasmes ssns - 100,000
S e INURIY 1. BBPB ..u cnei s conspmmanesin svnsmpgeiangsassndbonsatscs 20,000 20,000
BE7% e NOVEMDEN 1, IO ... cicicsiinanssinsnevadayorsahsysrsrssroye 75,000 -
5% % due February 1, 1997 ......ccoiiviciseiiosiaivsriansnsinissnvansss 35,000 35,000
6.99% due November 1, 1997 ....... 75,000 -
Maturing 1998 through 2002—~6%% throuqh 8 21‘% e ae 510,000 210,000
Maturing 2003 through 2007—814% through 10.15% .........ccoviiiviiiann 530,000 270,000
Maturing 2008 through 201 2—10's% through 15% ... - 325,000
Maturing 2013 through 2017—11%% through 13'2% ......... — 500,000
8.94% due January 1, 2022 . o pare ; 150,600 —
8.70% due April 1, 2024 ...... 300,000 —
First mortgage bond sinking fund requmcmenl ......... - (8.570)
1,695,000 1,468,580
Pollution control and industrial development bonds
TR DB Lo ne v s o s a e AR S AN AT 6 /e WS AW E XA AL 24,575 25,000
5.9% due 2007 ity 23.000 23,000
6.75% and 10%% due 2012 e 48.285 48,285
s L . A L e s ey P 17,450 i17.450
FOSED RIIE TOID - o on i s a o it s kA A S8 SRR 4@ YA v F 538 84D on s $TA § 50.000 50,000
DR BT BOBD - oo aas 3 aarus 5 Sy B A0e 4 aiar s m b i 3 Sam oy 3, £ b b 52,000 52,000
7.7% due 2014 94,000 94,000
TR IR BOTID - iy v muom b mn g € &8k 7 R 0 12 505 8 i e’ Wil 49 § SRS Wi 41,600 -
T4 due 2015 ....... 39,000 —
VNS VIR S0 BODE ..o oniin, naice sanns dani voas v peas Havm ditnarand fesnges 28,500 109,000
9% due 2015 , 45,000 45,000
Variabie rate due 2016 B e et e B o e s e i g e g M o S b 5 e i 20,000 20.000
Pollution contrl and industrial de\ e!opment bond smkmq fund
I - - o . 3 e 5 s 50 98 ¥ A R PR A 8 MR A S s g s A R (425) (425)
Debentures—due 19Q8—-9 ;2% ........... 200,000 200,000
Notes pavable—Southem COMPANY .. ..... .o vtrrioricrmanisiimsrahratsnasses s 142,697
Other longtermdebt ............. 2,718 2.038
72,380,603 2.296,625
Unamortized premium and discount on debt—net (6,145) (2,643)
2,374,458 2253982

$4.738.386 $4914679

The a(compamm(x notes are an mlei;ral pan of the consolidated financial statements.



Consolidated Statement of Changes in Capital Stock

and Retained Earnings

For the years ended December 31

(in thousands)

Preferred
Stock Fremium and
Subject to 13 : Other
FPreference “landatory Common on Faid-in Aetained
Stock Eedemption Stock Stock Capital Earnings

Balance: January 1, 1990 .. $£100,000 $414651 $1,195,148 $(3.936) $26.173 $ 789.965
Net ioss — 1990 Zress , (44,282)
Preferred stock smkmq fund

requm’mcnts g i (11.066)
Dividends in arrears on prﬂcued
stock subject to mandatory
redemption , - R 35.046 (35,046)

Balance: December 31, l990 100,000 3438.63] I l95 148 (3,936) 26,173 710,637
Net income — 1991 ............... 102,283
issuance of common stock:

Southern Company settiement
(€,000,000 shares) . . ... 5775 (200) 51,975

Preferred «.ock sinking fund

requirements . .. 114,816}
Dividends it arrears on pr(*fcrred

stock subject to mandaum

redemption ... ... . 35,374 (35.374)
Dividends declared on prﬂem d

stock : A (96,609} (30,789)
Capital stock cxpcns(‘ S dog (19)

Balance: December 31, 1991 100,000 362,580 1,200,923 (4.155) 78.148 746,757
Net income — 1982 ., 2y 128,157
Dividends declared on prekfm‘d

and preference stock ......... .. (80,477) (158,547)
Preferred stock sinking fund
requirements - (27.533)
Preferred and pre ference stock
redemption .... e e B {100,000) (6.373) (297) (11,732)
Capital stock cxpensc (7)
Balance: December 31, 1992 $ — 5254 510 $l 100 923 $(10,535) $77 851 $ 704.635

The auompan.mq nou S are an m(eqral part 0( the cmwohdated financial ewtcmentﬁ



Gulf States Utilities Company
Notes to the Consolidated
Financial Statements

1. Summary of Significant Accounting
Policies

System of Accounts. The accounting records of the Com-
pany are maintained in accordance with the Uniform Sys-
tem of Accounts as prescribed by the Federal Energy
Regulatory Commission (FERC) and adopted by the Louisi-
ana Public Service Commission {LPSC) and the Public Util-
ity Commission of Texas (PUCT).

Utility Plarit and Depreciation. Utility and other piant is
stated at original cost when first dedicated to public ser-
vice. Costs of repairs and minor replacements are charged
to expense as incurred, The original cost of depreciable util-
itv plant retired and cost of removal, less salvage, are
charged to accumulated provision for depreciation. The pro-
vision for depreciation is computed using the straight-line
method at rates, approved by the regulatory commissions,
which will amortize the unrecovered cost of depreciabie
plant over the estimated remaining service life.

Composite depreciation rates were as follows:

1992 | 1990
Flectric 268% o™ 270
Steam 425 t22 420
Gas 3483 353 3.8
Total Company : 271 2.70 2.72

Decommissioning. The Company is accruing the
decommissioning costs of River Bend in accordance with
the regulatory commissions’ orders over a 38 to 40-year

period

Allowance for Funds Used During Construction (AFUDC)
and Capitalization of Interest. The accrual of AFUDC is a
utility accounti:&{)racﬁcz caiculated under guidelines pre-
scribed by the FERC and capitalized as part of the cost of
utility plant representing the cost of servicing the capital in-
vested in construction work in progress (CWIFP). Such
AFUDC has been segregated into two component -
borrowed and equity funds. That portion ai to bor-
rowed funds is reflected as an adjustment to interest
charges, while that portion applicable to equity funds is
shown as a source of other income, Both the equity and
the borrowed portions of AFUDC are non-cash items which
have the effect of increasing the Company's reported net
income. When the related utility plant is placed in service,
a return on and recovery of prudently incurred costs have
been permitted by reguiators in determining the rates
charged for utility service.

In 1987, due to the construction interest capitalization
provisions of the Tax Reform Act of 1986, the Company be-
accruing AFUDC at pre-tax rates. These rates were as
ollows:

11.75%

January 1, 1990 - March 31. 1990

April 1, 1990 - March 31, 1991 11.50
April i, 1991 - March 31, 1992 | . 11.75
April 1, 1992 - December 31, 1992 . 10.75

Revenue, Fuel, and Purchased Fower. The Com -
cords revenue as billed to its customers on a cycle billing
basis. Revenue is not recorded for cv::?y de'ivered and
unbilied at the end of each fiscal pesiod. The Company's
wholesale and Louisiana retail rate schedules provide for
adjustments to substantially all rates for increases or de-
creases in the costs of fuel for generation, purchased pow-
er, and gas distributed. The Company’s Texas retail rate
s~hedules include a fixed fuel factor approved
which remains the same until as part of a general
rate case or fuel reconciliation, or until the PUCT orders a

the PUCT,

reconciliation for any over or under collections of fuel cosi.

Reconcilable fuel and purchased power costs in excess of
those included in base rates or recovered fuel ad-
justment clauses are deferred (or accrued) until such costs
are billed (or credited) to customers.

inventories. The Company's fuel inventories are ctm-
prised of fuel oil and natural gas, valued at weighted aver-
age cost, and coal, valued at last-in, first-out cost. Materials
and supplies are valued at weighted average cost.

Intome Taxes. The Company and its subsidiaries file a
consolidated federal income tax return. Income taxes are
allocated to the individual companies based on their re-

spective taxable income or loss and investment tax credits,

subject to the limitations, for recognition of net operating
loss carryforwards and investment tax credits.

The Company follows a policy of comprehensive
interperiod income tax allccation where such treatment is
permitted for ratemaking purposes by regulatory bodies.
Deferred incoine taxes result from timing differences in the
recognition of revenue and expenses for tax and account-
ing purposes.

Investment tax credits have been deferred and are being
amortized ratably over the useful lives of the related

property.

See Note 4 for information regarding a change in account-

ing for income taxes in 1993.

Subsidiary Companies. The Company accounts for the
operations and financiai position of its whol ned sub-
sidiary companies, Varibus Co ion (Varibus), Pruden-
tial Oil and Gas, Inc. {(Prudential), and GSG&T. Inc.
{GSG&T) on a consolidated basis.

Consolidated Statement of Cash Flows. For the pur-

poses of the Statement of Cash Flows, the Company consid-

e-s all highly liquid investments with original maturities of
ttree months or less to be cash equivalents.

Unamortized Project Cancellation Costs. During 1984,
the Company began amortizing the cost of the River Bend
Unit 2 cancellation applicable to its Texas retail operations
over 15 years. In 1989, the Company began amortizing the
cost of the River Bend Unit 2 cancellation applicable to the
Louisiana retaii jurisdiction over 10 years.
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2. Proposed Entergy Corporation
(Entergy)/Gulf States Utilities
Company Business Combination

After negotiations with respect to merger opportunities
available. the Board of Directors determined at a meeting
on June 5. 1992, that it would be in the best interests of
the shareholders and the Company to enter into an Agree-
ment and Plan of Reorganization, dated as of June 5, 1992,
between Entergy and the Company (Reorganization

Agreement),

The Reorganization Agreement provides for the combina-
tion of the two companies in a transaction in which the hold-
ers of common stock of the Company would receive at
closirq, at their election. cither shares of common stock of
anew hold(;g% company or cash, subject to a limitation of
$250,000,000 (less the amount payable for fractional
shares) on the aggregate amount of cash available for such
electing shareholders. If elections for cash exceed such
amount, provisions are made for proration of the available
cash. The new holding company would in tum become
owner of all the outstanding common stock of the Com-
pany and would also own all of the common stock of or be
successor to Enterqy. Under the Recrganization Agreement,
the common sharehoiders of the Company would receive
at closing a number of holding company common shares
or amount of cash equivalent to $20.00 per siiare of the
common stock of the Company . less the aggregate amount
per share of any dividends on the Company's common
stock declared between June 5. 1992 and the consumma-
tion of the transaction. In addition, if the transaction were
consummated after June 5, 1994, the price per common
share would increase by an amount representing a propor
tional amount of the dividends that had been declared on
the outstanding common stock of Entergy after such date
throughn the dat: .i closing but in no event less than $0.25
per share per gquarter.

The Board received an opinion from its financial adviser
Goldman, Sachs & Co., to the effect that the proposed con-
sideration wou'd be fair to the common shareholders of
the Company,

The preferred stock, first mortgage bonds, and other secu-
rities of the Company which are outstanding at closing will
remain outstanding securities of the Company

On December 17, 1992, the common shareholders of the
Company and of Entergy approved the proposed transac-
tion at special sharehoiders meetings. In addition, the trans-
action is subject to certain conditions. including among
others, the receipt of necessary orders or other actions by
the PUCT, the LPSC, the FERC. the Nuclear Regulatory Com-
mission (NRC), the Securities and Exchange Commission,
and clearance under applicable federal anti-trust statutes
The transaction will also be subject to receipt of other nec-
essary consents and approvals, the absence of material ad-
verse developments prior to closing, receipt of appropriate
assurance that the transaction wili be treated as a tax-free
transaction to the extent of shares of the new holding com-
pany received by shareholders of the Company, and other
customary conditions.
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The transaction is also subject to certain rights of termina-
tion by each party, including. among others, rights of termi-
nation in the eveni that required regulatory is denied
or not received within a stated period of time or certain
other conditions are not satisfied. In the event of termina-
tion, provisions are made for certain fees and expenses to
be paid by one party to the other, depending upon the cir-
cumstances. In certain events, if the transaction is terminat-
ed, the Company will bz required to pay a significant sum
to Entergy if the Company enters into a similar transaction
with another party within twelve months after termination.

The Reorganization Agreement provides tne Company
the right to continue to operate its business in the ordinary
and usual course in a manner consistent with past
and sound utility practice and in which an inde| pub-
lic company would conduct its business and operations.
While certain limitations are imposed upon interim actions
of the Company, such as a limitation upon the amount of
common dividends payable during the period prior to con-
summation of the business combination, the Company be-
lieves that the rights reserved to it to operate its business
and continue its ﬁnancin%g;pgram are adequate to enable
the Company to pursue t courses of action it
expects to be appropriate during the pendency of the regu-
latory process.

Due to the requirement of numerous reguiatory actions
which could take until at least late 1993 or early 1994, the
risk of intervening material adverse events, and other nu-
merous conditions and rights of termination, there can be
no assurance that the proposed business combination
agreed upon will be consummated.

in June 1992, three complaints were filed in a district
court seeking class action on behalf of all persons owning
common stock of the Company. The complaints allege.
among other things, that ther - er offer price was below
recent estimates of a merger p. .2 and that the Company's
directors breached their fiduciary duties. Management be-
lieves these actions are without merit. and the Company in-
tends to oppose them vigorously.

3. Commitments and Contingencies
Financial Condition. Although the Com

ny received
partial rate relief relating to its River Bend Unit 1 {River
Bend) nuclear unit, the Company’s financial position was
strained from 1986 to 1990 by its inability to eam a retum
on and fully recover its investment and other costs associ-
ated with River Bend. The Company’s financiai position has
continued to improve: however, issues to be finally re-
solved in PUCT rate proceedings and appeals thereof, com-
bined with the application of accounting standards, may
result in substantial write-offs and charges that could result
in substantiai net losses being reported in 1993, and subse-
quent periods, with resulting substantial adverse adjust-
ments to common shareholders’ equity. Future eami

will continue to be adversely affected by the lack of full re-
covery and return on the invastment and other costs assici-
ated with River Bend.




Southem Comp. -~ (Southern). Beginning in 1986. the
npany and Southe: . litigated disputes rtlaﬁn%'to cer-
Lain purchase power contracts providing for purchases by
the (!:)mpan) of capacity and energy irom Southem.

Sernement.  On November 7, 1981, the Company and
Southern consummated a settiement of the long-standing
litigation in accordance with the terms and provisions of a
grevious settlement agreement executed as of December

1, 1990. In 1990, the Company recorded a charge to eam-

ings of $205,015,000 before the related income tax bene-
fits of $80,834.000 (which includes $11,129,000 of state
tax benefits) representing management's estimate of the
settlement costs. Due to the state net operating loss posi-
tion the Company is in, an offsetting state tax expense of
$11.129.000 was included in “income Taxes — State"” in
1990.

in accordance with the settlement agreement, during
1991 Southemn received the following:

(a) approximately $75.,000,000 plus interest earmned
since August 31, 1990, which includes all funds pre-
viously deposited by the Company in a cournt-con-
trolied escrow account in lieu of certain payments
under the purchase power contracts and the inter-
est eamned thereon (the Company mid approxi-
mately $6,590,000 in addition to the escrow funds);

(b)  $160.000.000 non-interest bearing promissory
notes due on January 1, 1993, subject to the Com-
pany having “adequate cash™ at Joauary 1. 1993,
as described below:

(c) 6,000,000 shares of the Company's common stock,
which Southern will have the right to vote only in
the event of bankruptcy of or default by the Com-
pany (at December 51, 1992, Souther owned a to-

tal of 3,157.600 shares, registered as holders of

record and held by nominee}; and

(d}  $9,300,000, determined based on a common stock
price differential agreement, due January 1. 1993,
subiect to the Company having “adequate cash ™ at
January |, 1993, as discussed below.

Pursuant to the settiement agreement. the Company
would be deemed to have “adequate cash” at the time it
declares or pays cash dividends on its outstanding com-
mon stock or to the extent its projected minimum available
cash balance each year exceeds $35,000,000.

On January 4, 1993, the Company paid Southemn
$111.328.000 to retire promissory notes and paid
$6,47 1,000 under the common stock price differential
agreement. The unpaid $48.67 1 000 of promissory notes
and $2.829,000 of the common stock price differential will
accrue interest at the prime rate plus | percent and is pay-
able on the earlier of the January 1st as of which the Com-
pany has “adequate cash” or January 1. 1999, or earlier at
the Company's discretion upon five days notice.

The Company’s abligations under the settiement are se-
cured by a first mortgage lien on the Lewis Creek generat-

ing siation. a 532 megawatt gas-fired facility owned by
GSG&T, and a pledge of the cu.nmon stock of GSO&T.

Cajun Eiectric Power Cooperative, Inc. (CEPCO). The Com-
pany has significant business relationships with CEPCO, in-
ciuding co-ownership of River Bend and Big Czjun 2 Unit 3.
The Company and C own 70 percent and 30 percent
of River Bend, respectively, while Big Cajun 2 Unit 3 is
owned 42 percent and 58 percent by the Company and
CEPCO, respectively.

On June 26, 1989, CEPCO filed a civil action against the
Company in the U. S. District Court for the Middle District of
Lounisiana. CEPCO stated in its complaint that the object of
the suit is to annul. rescind, terminate. and/or dissolve the
Joint Ownership Participation and Operating Agreement en-

tered into on August 28 1979 (Operating Agreement; re-
lated to River Bend because of fraud and error by the
Company, breach of its fiduciary duties owed to CEPCO,

and/or the Company's repudiation, renunciation, abandon-
ment, or dissclution of its core obligations under the Oper-
ating Agreement, as well as the lack or failure of cause
and/or consideration for CEPCO’s performance under the
Operating Agreement. The suit to recover at least
CEPCO's alleged $1.6 billion investment in the unit as dam-
ageés, plus attomneys’ fees, interest, and costs. On March 31,
1992, the district court appointed a mediator to engage in
settiement discussions and to schedule settiement confer-
ences between the parties. Discussions with the rediator
began in July 1992, however, the Company cannot predict
what effect, if any. such discussions will have on the timing
or outcome of the case. A trial date has not been set. Two
member coaperatives of CEPCO have urought an indepen-
dent action to de<lare the River Bend ownership agreement
void, based upon failure to get prior LPSC approval alleged
to be necessary.

The Company believes the suits are without merit and is
contesting them vigorously. No assurance can be given as
to the outcome of this litigation. If the Company were ulti-
mately unsuccessful in this litigation and were required to
make substantial payments, the Company would probahly
be unable to make such payments and would probably
have to seek relief from its creditors under the Bankruptcy
Code.

The Company has been informed that CEPCO has had se-
rious financial problems but that the Rural Electrification Ad-
ministration (REA) has restructured CEPCO's outstanding
debt. Additionally, one of CEPCO's member cooperatives
has previousiy filed for bankruptcy. CEPCO's weak financial
condition or its bankruptcy could have significant adverse
effects on the Company, including but not limited to, i-
bie NRC action with respect to the operation of River Bend
and a need to bear additional costs associated with the co-
owned facilities. During 1993, and for the next several
vears, itis e ted that CEPCO's share of River Bend-re-
lated costs will be in the range of $60,000,000 to
$75.000 000 per year. If the Company were required to
fund CEPCO's share of costs, i\ wouid expend cash that
would otherwise be available for other uses, and there
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can be no assurance that such payments could be
recovered.

in July 1992, CEPCO notified the Company of its intent to
only fund up to approximately $10,600,000 of costs re-
lated to the fourth refueling outage at River Bend, com-
pleted in September 1992. The Company believes that
CEPCO is obligated to pay its full share of such costs under
the terms of the applicable contract.

CEPCO has not funded its share of the costs associated
with certain repairs and improvements to the service water
system and repairs to a feedwater nozzle at River Bend com-
pieted during the refueling outage. The Company is paying
the costs associated with such repairs and improvements
without waiving any rights against CEPCO. The Company be-
lieves that CEPCO is obligated to pay its share of such
costs under the terms of the applicable contract. CEPCO
has filed a suit seeking a declaration that it does not owe
such funds and seeking injunctive relief against the Com-

any. The Company is contesting such suit and is reviewing
ts available legal remedies.

On September 4, 1992, the Company received a letter
from CEPCO (dated September 3, 1992) alleging that the
operating and maintenance costs for River Bend are “far in
excess of industry averages” and that “it would be impru-
dent for CEPCO to fund these excessive costs.” CEPCO fur-
ther stated that until it is satisfied regarding the costs, it
would fund a maximum of $700.000 per week under pro-
test for the remainder of 1992. The Company believes that
CEPCO's allegations are without merit and is considering
its legal and other remedies available with respect to the
underpayments by CEPCO. The total resulting from
CEPCO's failure to fund the service water and feedwater re-
Fair projects, CEPCO's funding limitation on the fourth re-
ueling outage, and the weekly funding limitation by CEPCO
was $28.400,000 as of December 31, (992

The Company and CEPCO are parties to FERC proceed-
ings regarding certain longstanding disputes relating to
transmission service charges. Hearings before the FERC
were completed in December 1988. On May 11, 1989, an
administrative law iudge issued an initial decision. On April
10, 1992, the FERC issued a final order that affirm=d the
ruling of the administrative law judge in part, reversed the
ruling in part and also denied an earlier request for rehear-
ing by the Company In a related docket (No. ERBB-477-

). in May 1992, both the Company and CEPCO filed
motions for rehearings which are pending consideration by
the FERC. On June 8, 1992, the Company also filed a peti-
tion for review in the United States Court of Appeals, regard-
ing certain of the issues decided by the FERC in Docket No.
ER88-477-000. The FERC order as issued does not state an
amount found to be payable by one party to the other.
Based on certain assumptions, the Company interprets the
order {o mean that CEPCO owes the Company approxi-
mately $900.000. The Company estimates that if it prevails
on the items appealed in its motion for rehearing and on
the items appealed in its petition for review before the
Court of Agpeals CEPCO would owe the Company approxi-
mately $107.000,000. if CEPCO wcre to prevail on the
items appeaied in it. ..otion for rehearing and the Com-
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pany were to not prevail in its appeal to the courts, the Com-
pany estimates, based on certain assumptior:s and limited
data from CEPCO, it would owe CEPCO approximately
$46,000.000. The interpreted amounts are exclusive of a
$7,300,000 payment by CEPCO on December 31, 1990. In
a letier agreement dated Deceinber 20, 1990, the

agreed that while the $7,300,000 payment was to be ap-
plied to the dr'?dputed transmission service charges, the
Company's and CEPCO's positions at the FERC would re-
main unaffected by the $7,300,000 payment. Pending the
FERC's ruling on the May 1992 motions for rehearing the
Company has continued to bill CEPCO utilizing the histori-
cal billing methodology and has booked underpaid trans-
mission charges, including interest, in the amount of
$122.872,000 as of December 31, 1992. Such amount was
recorded on the balance sheet as a long-term account
receivable, which is included in "Deferred and
Other Assets—Other” and an offsetting amount in dispute,
which Is included in “Deferred Credits and Other Liabilities
—Other” with no effect on net income.

Nuclear Risks. Ownership and operation of a nuciear
generating unit subjects the Company to significant special
risks. The Company is insured to an extent as to its interest
in River Bend for property damage and decontamination,
liability to employees and third parties, and incren: ental re-
placement power costs, as described below. However, po-
tential liabilities to which the Com may be subject.
including but not limited to liabiiities relating to the release
or escape of hazardous substances into the environment,
may not be inswable, and the amount of insurance carried
as to the various risks may not be sufficient to meet poten-
tial iiabilities and losses. While the Company carries insur-
ance, the availability, amount. and coverage thereof is
limited and may become more limited in the future. The
available insurance will not cover all types or amounts of
loss which may be experienced in connection with the own-
ership and operation of River Bend. Although the Company
has no reason to anticipate a serious nuclear incident at
River Bend. if such an incident did occur, it could have a
material but presentily undeterminable adverse effect on
the Company’s financial position.

Public liability in case of a nuclear incident at any li-
censed nuciear facility in the United States is currently lim-
ited to $7.8 billion under provisions of the Price-Anderson
Act (Act) which was renewed and revised in 1988, and ex-
tends through August 1, 2002. The Company insures River
Bend for this exposure through a combination of private in-
surarice and the industry-wide secondary financial pro-
gram. The changes to the Act necessitated modifications to
the secondary financial protection, such that the Company
will be subjected to a potential retrospective assessment of
approximately $66. 150,000 per incident with a maximum
amount of $10.000,000 per incident payable in any one
year for losses in the event of a nuclear incident at its facil-
ity or any other licensed nuclear reactor facility in the
United States. The 1988 revision to the Act aiso states that
the NRC shall adjust the potential retrospective assessment
not less than once each five year period in accordance with
the aggregate percentage change in the Consumer Price In-



dex. The adjustment must be compieted by August 1993.
At this time, the Company does not know what the amount
of the adjusted potential retrospective assessment will be.
Any retrospective assessments pertaining to this liability
are subject to the 706/30 ge.mcnt ownership interest in
River Bend between the Company and CEPCO.

The Company maintains $500,000.000 primary property
damage insurance and $800,000,000 of excess insurance
for River Bend from the private insurance market. Addition-
ally, the Company has acquired $1,325,000,000 of excess
property insurance coverage on River Bend through partici-
pation in the Nuclear Ele ttric insurance Limited (NEIL) I
program. with $250.000.690 of this NEIL U policy desig-
nated to cover decommissioning liability instead of prop-
erty damage. Under NEIL 11, the Company is subject to a
maxivi m assessment of approximately $13,000.000 in
any ¢ ¢ policy vear. Although the Company has continued
to increase the limits of such insurance as capacity be-
comes available, no assurance can be giveri about the ade-
quacy of such insurance limits in the event of a major
accident. The property damage insurance policy limits are
substantially less than the replacement <ost of the River
Bend facilities.

The NRC has adopted a rule applicable to nuciear gener-
ating facilities which establishes an overiding priority and
requires, in substance, that if there were an accident at
River Bend's reactor and the estimated costs of stabilizing
and decontaminating the reactor exceed $100,000,000,
the proceeds must first be dedicated to such purposes. The
Company's ralicies on such property have been endorsed
to comply witn such rule. This has the effect of reducing
the amount of proceeds which wouid be available to re-
pair, replace. or restore the property or otherwise be avail-
able for montgages, trustees, and other loss payees.

The Company maintains a Nuclear Workers' Liability po)-
icy which covers liability for tort claims by on-site workers
first employed at a nuclear facility after January 1, 1988,
for non-catastrophic nuclear-related injury such as the ex-
posure to long-term, low-level radiation. Nuclear-related
claims by workers employed in a nuclear facility prior to Jan-
uary |, 1988, will continue to be covered under the Nuclear
Energy Liability policy provided the claim is made by De-
cember 31, 1997. Under the Nuclear Workers' Liability poli-
cy. the Company is suhject to a maximum retrospective
premium assessment of approximately $3,159.000,

Some extra expense for River Bend replacement power is
insured through the NEIL | program. Uader the NEIL | pro-
gram. the Company is subject to a maximum annual retro-
spective assessment of approximately §1,299,000.

Disposal of Spent Nuciear Fuel and Nuclear
Decommissioning. As provided in the Nuclear Waste Fol-
icy Act of 1982, the Company has entered into contracts
with the United States Department of Lnergy (DOE) for dis-
posal of spent nuciear fuel from River Bend. The Company

a quarterly fee to the DOE equal to one mill per net
lowatt-hour generated by River Bend, The Company is cur-
rently recovering such costs in all jurisdictions.

has received approval from the PUCT,
LPSC, and FERC to coliect in rates amounts to
decommission River Bend when it reaches the end of its
service life. Decommissioning costs are subject to the
70/30 percent ownership interest in River Bend between
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the Company and CEPCO. To provide for the Company's
share of future decommissioning costs, the amounts col-
lected through rates from customers are placed in 2 master
trust fund, which is estimated to provide, with eamings. suf- |
ficient funds to decommission the plant at the end of its '
estimated service life. Contributions, most of which qualify

under Section 4684 of the internai Revenue Code as an an-

nual tax deduction, were derived from a site-specific engi-

neering study of the cost to decommission River Bend.

which is estimated to be $206,000.000 in 1992 dollars. A

more recent 1991 engineering study. which has not yet

been entered into Company rates and used as a basis of L
funding, indicates decommissionin%oc?“sts ma{ be '
$290,000,000 in 1992 doilars. The pany feels that re-

cent changes in the iaws will tend to allow annual contribu-

tions to the trust to remain at current levels of funding and

offset or mitigate the increase in decommissioning costs,

as indicated in the 1991 engineering study. At December

31, 1992, the balance in the decommissioning trust fund |
was $14,102,000. There can be no assurance that the :
amount being provided for wiil be adequate.

The Nationa: Energy Bill, which was signed into law in Oc- ~
tober 1992, established a Uranium Enrichment Decontami-
nation and Decommissioning Fund (Fund) in order to l
decontaminate and decommission older facilities engaged
in the enrichment of nuciear fuels. The Fund will in part be
funded by annual asses<ments to utilities based on past en-
richment services provided to the utilities. mW is
currently unsure as to the amount it will be , but
cur;uii estimates indicate that the Company's share could
be in the range of $650.000 annually. The National Bnnm
Bill stated that any assessments levied for decontami n
and decommissioning of enrichment facilities shall be
deemed a necessary and reasonable current cost of fuel
and shall be fully recoverabie in rates in the same manner
as the utility's other fuel costs.

Dividend Matters

PrererreD STock.  On March 15, 1992, the Company paid
$115.692.000 of preferred stock dividends and on Apnil 2,
1992, paid $30,643,000 of preferred stock sinking fund re-
quirements. With those payments, the Company became
current and nas since continued to stay current with re-
spect to all preferred stock dividend and sinking fund re-
quirements.

Prererence Stock.  in February 1987, the Board of
Directors omitted dividends on the Company's preference
stock to have been payable in March 1987. The Company
continued to omit preference dividends through April
1992. On April 24, 1992, the Board of Directors authorized
a portion of the proceeds from a sale of first mo ]
bonds, together with cash from other sources, to be used
to pay curulative preference stock dividend arrearages
and redeem the outstanding preference stock. including re- ,
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demption premiums. On June 4, 1992, the Company paid

$90.340,000 of preference stock dividend arrearages and
accrued dividends, and redeemed $ 100,000,000 of out-
standing preference stock, plus redemption premiums of
$18.300,000.

Common ST0ck. Al its meeting in August 1986, the Board
of Directors omitted any dividend on the common stock of
the Comipany to have been payable in September 1986. No
dividend on common stock has been declared since then.
Under the terms of its short-term bank credit agreement dis-
cussed in Note 11, the Company is restricted from paying
dividends on its common stock. The Company’s ability to
declare and pay dividends is also restricted by provisions
of its Restated Articles of Incorporation (Articles), the Mort-
gage indenture, the Reorganization Agreement with
Entergy. and state and federal law.

The Company's ability to pay dividends and redeem and
purchase outstanding stock (as is necessary to meet its pre-
ferred stock sinking fund obligations) has been and may be
further adversely affected, and possibly foreclosed for an
indetrrminate period of time. by write-offs and write-downs
which have resulted and may hereafter result from regula-
tory actions or periodic reevaluation of the dereguiated as-
set plan in Louisiana or other significant charges which
may result from contingencies facing the Company. Poten-
tial changes in accounting standards could also affect the
requirement for a write-oft or write-down of the dereguiated
asset and the amount thereof.

Other Contingencies. The Company has been notified
by the U. S. Environmental Protection Agency (EPA) that it
has been designated as a potentially responsible party for
the cleanup of sites on which the Company and others
have or have been alleged to have disposed of material des-
ignated as hazardous waste. The Company is currently ne-
gotiating with the EPA and state authorities regarding the
cleanup of some of these sites. Several class action and
other suils have been filed in state and federa! courts seek-
ing relief from the Company and others for damages
caused by the disposal of hazardous waste and for asbes-
tos-related disease which aliegedly occurred from expo-
sure on Company premises. While the amounts at issue in
the cleanup efforts and suits may be very substantial sums,
management believes that its financial condition will not
be materially affected by the outcome of the suits.

Detailed below are the cumulative amounts accrued and
expended through December 31, 1992, for the cieanup of
sites at which the Company has been designated as a poten-
tially responsible party, in addition to the remaining esti-
mated liabllity as of December 31, 1992.

Accrued !:M la-*ﬂ
Mmh. Dotmal. December 31,
1992 o 1992 1992

(in thousands )
§$25.568 $6.240 $19,528

The Federal Ciean Air Act Amendments of 1990 impose
new requirements to permit, measure, and control air poliu-
tion emissions from the Company's generating plants and

Envitonmental cleanup
WA sites)
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will require additional capital expenditures for pollution
control and measurement equipment and increased operat-
ing expenditures and permitting fees. Current estimates of
expenditures to meel new requirements total approxi-
mately $22,000,000 over the next three to four years.
Based upon the outcome of ongoing Company studies and
depending upon poliution control standards to be set by
“w EPA and state environmental agencies, ¢ may be deter-
mined that additional capital expenditures will be required
above the present estimates.

The Coripany is aiso involved in litigation arising in the
normal course of business. While the results of such litiga-
tion cannot be predicted with certainty. management be-
lieves that the final outcome will not have a material
adverse effect on its financial condition.

4. Rates and Accounting

Rate Matters

Texas — Docket No. 7195. On May 16, 1988, the PUCT
granted the Company a permanent increase in annuai reve-
nues of $58,900.000. The increase was based on including
in rate base approximately 1.6 billion of the Company's
s ‘stem-wide River Bend plant investment and approxi-
mately $182,000,000 of related Texas retail Junsdiction de-
ferred River Bend costs ruled prudent. Additionally, the
PUCT affirmed its preliminary rulings made in February
1988, to disallow as imprudent 468,000 of the
Company’s system-wide River Bend plant costs and placed
in abeyance approximately $1.4 billion of the Company's
system-wide River Bend plant investment and approxi-
mately $157.000,000 of Texas retail jurisdiction deferred
River Bend operating and carnying costs with no finding of
prudency. The PUCT affirmed that the uitimate rate treat-
ment of such amounts would be subject to future demon-
stration by the Company of the ncy of such costs.
The Company. the Office of Public Utility Counsel, the Attor-
ney General. and the intervening municipal goups ap-
pealed the PUCT order in Docket No. 7195. The Compan
aiso filed a separate rate case (Docket No. 8702) in which it
asked that the abeyed River Bend plant cost be found pru-
dent and included in rate base. Intervening filed suit
in district court to prohibit the proceedings in Docket Nc.
8702. The district court’s decision in that suit was ulti-
mately appeaied to the Texas Supreme Court, and the
Texas Supreme Court ruled that the prudence of the costs
purported to be he'd in abeyance by the PUCT in its May
16, 1988 order could not be relitigated in a separate rate
proceeding such as Docket No. 8702. The Texas Supreme
Court's decision stated that all issues relating to the merits
of the original order of the PUCT, including the prudence of
all River Bend related costs, remain to be addressed in the
pending district court appeal.

On October |, 1991, the district court handed down its
decision in the Company's appeal of the May 1988 order
from the PUCT. The decision stated that, while it was ciear
the PUCT made an error in assuming it could set aside $1.4
billion of the total costs of River Bend and consider them in
a later proceeding, the PUCT, nevertheless, found that the




Coempany had not met its burden of proof related to the
amourits placed in abeyance. The court also ruled that de-
ferred costs associated with River Bend and Big Cajun 2
Unit 3 accrued after the units were placed in commercial
operation, but prior to relevant rate orders, should not be
included in rate base under a 199] decision regarding E!
Paso Electric Company’s (El Paso) similar deferred costs.
The court further stated that the PUCT erred in reducing the
Company's deferred costs by $1.50 for each $1.00 of reve-
nue collected under the interim rate increases authorized
in 1987 and 1988. The court remanded the case to the
PUCT with instructions as to the proper handling of the de-
ferred cost issues. The Company's motion for rehearing
was ‘enied, and on December 18, 1991, the Company filed
an appeal of the October 1. 1991 district court order. The
PUCT aiso appealed the October 1, 199] district count or-
der, which served to supersede the district court’s judg-
ment rendering it unenforceabie under Texas law. On
October 21, 1992, oral arguments were made before the
Third District Court of Appeals on the Company's appeal.
No assurance can be given as to the timing or outcome of
the appeal.

As of December 31, 1992, on a Texas retail jurisdictional
basis, the disallowed River Bend plant costs were approxi-
mately $18,000,000, and the River Bend plant costs held in
abeyance totaled approximately $404.000.000, both net of
accumulated depreciation and related taxes. As discussed
below in “Accounting Developments—SFAS No. 109." on
January |, 1993, the Company is required to change its ac-
counting for income taxes Included in the Statement of Fi-
nanciai Accounting Standards (SFAS) No. 109 accounting
change is an increase of deferred taxes asscsiated with the
disallowed and abeyed River Bend plant investment. Ac-
cordingly. on January 1. 19", after recognition of the
SFAS No. 109 effect, the disallowed River Bend plant cost
will be approximately $14.000,600, and the River Bend
glam costs held in abeyance will total approximately

315,000,000, both net of accumulated depreciation and
related taxes,

The River Bend cost deferrals associated with the portion
of the investment held in abeyance amounted to approxi-
mately $161.000,000. net of taxes, as of December 31,
1992, River Bend cost deferrals which were allowed in rate
base in Texas were approximately $101.000,000, net of tax-
es, as of December 31, 1992, At December 31, 1992, the
Comii w y estimates it had collected approximately
$111.000.000 of revenues as a result of the previously or-
dered rate treatment of these deferred costs and currently
estimates that it collects approximately $2,300,000 month-
ly. or $28 000.000 annually. of revenues associated with
such deferred costs from ratepayers in Texas. Deferred
costs associated with Big Cajun 2 Unit 3 totaled approxi-
mately $4,312 000 (net of taxes) as of December 31, 1992,
of which approximately $1,823.000 (net of taxes} were in-
cluded in rate base by the PUCT. The remaining $2.489.000
inet of taxes) of deferred costs were included in the appeal
of Docket No. 7195 before the court.

On August 26, 1992, the court of appeals in the £l Paso
case handed down its second opinion on rehearing modify-
ing its previous opinion on deferred accounting for Ei Paso

(which had been relied upon by the district court in the
Gulf States case). The court’s new opinion distinguishes be-
tween deferred carrying costs and deferred ng and
maintenance costs, roncluding that the PUCT may lawfuily
defer operating and maintenance costs and subsequently
include them in rate base, but that the Public ummuu

tory Act prohibits such rate base treatiment for def car-
rying costs. The court stated, however, its opinion would
not preclude the recovery of deferred carrying costs with-
out rate base treatment. The court of appeals opinion has
been appealed to the Texas Supreme Court.

if the August 26, 1892 court of appeals opinion is ap-
plied to the Company by the courts and the PUCT
recovery through amortization of the deferred carrying
costs. the possible write-off of deferred River Bend costs cur-
rently allowed in rates ($101.000,000) would be eliminat-
ed, and possible refunds would be reduced. At December
31, 1992, the Company estimates it had collected approxi-
mately $53,000.000 of revenues as a result of the current
inclusion of deferred carrying costs in rate base. The Com-
pany collects approximately $ 1,000,000 per month as a re-
sult of such current rate base treatment.

The October 1, 1991 district court order also found that
the TUCT erred in reducin? the Company's deferred costs
by $1.50 for each $1.00 of revenue collected under the in-
terim rate increases authotized in 1987 and 1988. Elimina-
tion of the reduction of deferred costs from rate base could
reduce the potential refund of amounts described in the pre-
ceding paragraph by amounts ranging from approximately
$15.000.000 to $36.000.000.

No assurance can be given as Lo the Lming or outcome
of the appeals described above. Pending further develop-
ments in these cases, the Company has made no write-offs
for the River Bend related costs discussed above. Manage-
ment believes, based on advice from Clark, Thomas, Win-
ters & Newton, a professional corporation, legal counsel of
record in the appeal of Docket No. 7195, it is reasonably
possible that the Company will prevail on appeal of the dis-
trict court order and the case will be /emanded to the
PUCT. and that it is reasonably possibie that the PUCT will
be allowed to expressly rule on the prudence of the abeyed
River Bend plant costs. Upon remand of Docket No. 7195,
the PUCT can choose from several options. It can reexam-
ine all aspects of the case, reexamine only a portion of the
case, take additional testimony, or rely or the existing rec-
ord. including the report of the thiee administrative law
judges that heard the extensive testimony filed in the case;
or, the PUCT can take some action that may lead the par-
ties to settle the case without a1ditional extensive litiga-
tion, At this time. management and legal counsel are
unable to predict the amount, if any, of the abeyed and pre-
viousiy disallowed River Bend plant costs that may be uiti-
mately disallowed by the PUCT. A write-off as of December
31, 1992, ranging from $0 to $422.000.000, cculd be re-
quired based on the PUCT's ultimate ruling.

Management believes that it is reasonably possible that it
will recover, in rate base, or otherwise through means such
as a deregulated asset pian, all, or substantially all, of the
abeyed River Bend plant costs. Management believes that
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the abeyed River Bend piant costs were prudently incurred.
However, management recognizes that it is reasonably pos-
sible that not all of the abeyed River Bend plant costs may
ultimately be recovered.

in prior proceedings, the PUCT has held that the original
cost of nuciear power plants will be included in rates o the
extent those costs were prudently incurred. Based upon
the PUCT's prior decisions, management believes that its
River Bend construction costs were prudently incurred,

As part of its direct case in Docket No. 8702, the Com-
pany filed a cost reconciliation study prepared by Sandlin
Associates. management consuitants with expertise in the
cost analysis of nuclear power plants, which supports the
reasonableness of the River Bend costs hela in abeyance
by the PUCT. This reconciliation study determined that ap-
proximateiy 82 percent of the River Bend cost increase
above the amount included by the PUCT in rate base was a
result of changes in federal nuclear safety requirements
and provided other support for the remainder of the
abeyed an.Hunts.

There have been four other rate proceedings in Texas in-
volving nuciear power plants. Investment in the plants ulti-
mately disailowed ranqed from O percent to 15 percent for
three of the companies. A disallowance of approximately

25 percent was ordered in the other case. however, approx-

imately 66 percent of that disallowance was recently over-
turned by a district court. which results in a net 9 percent
disallowance. Fach case was unigue. and the disallow-
ances in each were made on a case-by-case hasis for differ-
ent reasons. Appeals of most. if not all, of these PUCT
decisions are currently pending,

The following factors support management’s position
that a loss contingency requiring accrual has not occurred
and its belief that ail. or substantially all. of the abeyed
plant costs will ultimately be recovered

1. The fact that the $1 .4 billion of abeved River Bend
plant costs have never been ruled imprudent and
disa'lowed by the PUCT

2. Sandlin Associates analysis which supports the pru-

dence ot substantially ail of the abeyed construc-
tion costs,

3. Historical inclusion by the PUCT of prudent construc-

tion costs in rate base

4. The analvsis of the Company’s intemal legal staff
which has considerabie experience in Texas rate
case litigation

Additionally, management believes, based on advice
from Clark, Thomas. Winters & Newton. a prolessional cor-
ggrauon, legal counse! of record in the appeal of Docket
No. 7145, that it is probable that the deferred operating
and carrying costs discussed above will be recovered in

rates as wilowable costs. However, assuming the August 26,

1992 court of appeals opinion in the El Paso case regard-
ing deferved costs, as discussed above, is upheid and ap-
plied to the Company, and the deferred River Bend cnsts
currently held in abevance. rela‘ed to the $404,000,000 of

abeyed plant costs, are not allowed to be recovered in
rates as allowable costs, a write-off of up to $161.000.000
could be required. In addition, future revenues based upon
the deferred costs previously allowed in rate base cou

also be lost; and no assurante can be given as to whether
or not refunds (up to $53,000.000 as of December 31,
1992) of revenue received based upon such deferrea costs
previously recarded will be required.

Texas — Docket No. 8702. OnMarch 21, 1989, the Com-
?any filed with the PUCT and Texas municipalities a request
or additional rate increases. The Texas Supreme Court is-

sued a ruling or: September 12, 1990, that prevented the
PUCT from conducting further hearings in Docket No. 8702
concerning the Texas jurisdictional portion of the $1.4 bil-
lion of River Bend costs placed in abeyance by the PUCT in
Docket No. 7195. On Aprii 22, 1991, the United States Su-
preme Court denied the Company’s petition seeking review
of the Texas Supreme Court ruling, Based on the Texas Su-
preme Court decision, the Company pursued a permanent
increase on the non-River Bend portion of the case on
which the PUCT could proceed.

On March 20, 1991, the PUCT, by a 2-1 vote, approved
rates consistent with the terms of a Joint Recommendation
offered by most of the parties to the Company's rate case.
Under the rates set by the PUCT, the Company imple-
mented a $30,000,000 increase in annual base revenue
and retained approximately $16,800,000 in franchise tax re-
funds. The Company increased its annual fuel revenue by
$17.500.000. The Company also agreed not to file a new
base rate request for two years, subjeci to certain excep-
tions. The order was appeaied by certain parties.

On December 13, 1991, the 53rd Judicial District Court
of Travis County considered arguments on the appeals. in a
Jjudgment dated May 6, 1992, the District Court issued its
order, which reversed and remanded to the PUCT the fed-
eral income tax issue and ordered a reconsideration of all
of the findings of the PUCT's order. The District Court order
generally followed the Court of Appeals decision in PUCT
vs. GTE-SW as it related to the calculation of federal in-
come taxes for re%ulatory purposes. In that case, the Court
of A is applied an “actual taxes incurred” methodol-
ogy for the allowance of federal income tax expense in-
cluded in cost of service and allocated to the utility's
ratepayers the tax benefits of certain operating expenses
which had been disallowed in rates. The Court of Appeals
did indicate that it was not ruling with respect to the proper
treatment of certain “capital expense” items, which may
be an important issue in any further consideration of the
Company's case by the courts or the PUCT. The Company's
case is currently in the process of being appealed, and the
GTE-SW case was appealed to the Texas Supreme Court.
On December 21, 1992, the Texas Supreme Court refused
to accept the GTE-SW case. GTE-SW has filed a motion for
rehearing with the Texas Supreme Court. At December 31,

1992, the Coor(t)ugany estimates it had collected approxi-
mately $42,000,000 of revenues as a result of the disputed
income tax caiculation since the Company impiemented
an interim rate increase in December 1990, and currently
estimates that it collects approximately $1,700.000



monthly of revenues associated with the disputed income
tax calculation.

The PUCT recently applied a broader interpretation of the

disputed income tax calculation to another Texas based util-

ity. The PUCT ruling may be reviewed by the Internal Reve-
nue Service, and may be found to be a violation of the
Intemal Revenue Code, which may result in the PUCT chang-
ing its application of its methodoloyy in future cases. The
Company estimates it has collected approximately
$41,000.000 of revenue subject to the Company's interpre-
tation of the PUCT's broader application since the interim
rate increase in December 1990, in addition to the

$42 000,000 discussed above. The application of the
PUCT's methdology Is subject to several uncertainties not
addressed in the GTE-SW decision, and it is unclear how
this methodology might be applied if Docket No. 8702 is
remanded to the PUCT. Accordingly, the ultimate result and
impact on the Company of the GTE-SW decision and the
PUCT’s recent ruling cannot be determined at this time, but
the cutcome could be a reduction of rates and requirement
of a refund of prior collections. There can be no assurance
as to the timing or ultimate outcome of such appeals.

Texas — Joint Venture. In 1986, the Company filed with
the PUCT a request for recovery of the costs of purchasing
power from the Nelson Industnial Steam Company (NISCO),
the joint venture with three industrial companies and the
Company. which now owns Nelson Units 1 and 2. The PUCT
ordered that purchased power costs in excess of the
Company's avoided costs be disallowed and that 83 per-
cent of the proceeds from the sale of the units by the Com-
pany to the venture be allocated to ratepayers. The PUCT
disallowance resulted in approximately $12.000,000 to
$15,000.000 of unrecovered purchased power costs on an
annual basis. Cn April 3, 1991, the Supreme Courl of the
State of Texas, in the appeal of such order. ordered the
PUCT to allow the Company to recover purchase power pay-
ments in excess of its avoided cost in future proceedings, if
the Company established to the PUCT's satisfaction that
the payments are reasonabie and necessary expenses. If
the Company is able o satisfy the PUCT that the costs in
excess of avoided costs are justified, the Court stated that
the PUCT shouid then determine what portion of the costs
are reasonable and necessary for the ratepayers to bear,
given the distribution of benefits from the project to the rate-
payers and to the shareholders. The Court further found
that the PUCT's decision to allocate 83 percent of the sale

eeds to the ratepayers was not reasonably supported

y substantial evidence in the record and remanded the is-
sue to the FUCT for further consideration. Whether the Com-
pany will be allowed to recover purchased power costs in
excess of the Company’s avoided cost will depend upon
the outcome of the fuel reconciliation discussed below. As
of December 31, 1992, the Company had recorded, with
no effect on net income. $66.619,000 of unrecovered pur-
chased power costs and deferred revenue (including inter-
est), based upon the court order, pending the deter-
mination of the reasonableness and necessity of the costs
in a new proceeding.

The issue regarding the treatment of the sale procecds dis-
cussed above will be addresse 1 in a future rate proceeding.

Texas — Fuel Reconciliation. On January 21, 1992, the
Company applied with the PUCT for a new fixed fuel factor
and requested a final reconciliation of fuel and purchased
power costs through September 30, 1991. The Company
proposed to recover riel underrecoveries and interest (in-
cluding the underrecoveries related to NISCO, discussed
above) over a twelve month period, which at December 31,
1992 was $21.563,000. Hearings on October 8,
1992, and continued through November 6, 1992. No assur-
ance can be given as to the timing or outcome of the
proceedings.

Louisiana. Previous rate orders of the LPSC have been
appealed. and pending resolution of various appellate
ceedings, the Comgnny has made no write-off for the di
lowance of $30.563,000 of deferred revenue requirement
that the Company recorded for the period December 16,
1987 through February 18, 1988.

Louisiana Supreme Court Ruling. On April 5, 1991,
the Louisiana Supremne Court reversed and set aside a Feb-
ruary 18, 1988 district court order which increased the
Company's allowed rate of returm on equity from 12 per-
cent to 14 percent during the first year of the phase-in plan.
The Supreme Court decision stated that the total amount in
dispute with regard to the rate of retum issue was approxi-
mately $20,000 000 in revenue collected by the Company
from February 18, 1988 to March 1, 1989,

In the second quarter of 1981, the Cmnpan{}:cc-orded a
reserve of $20.000.000 for a possibie refund d upon
the rate of retum issue. On January 28, 1992, the LPSC or-
dered a refund of $34,945,000 (representing retum on eq-
uity-related overcollections of $24,143,000 and
$10.802.000 of interest) instead of the $20.000,000 previ-
ously indicated in the Louisiana Supreme Court order and
reserved for in the second quarter of 1991. Accordingly,
the Company recorded an additional refund reserve, includ-
ing interest, of $14,945 000 in the fourth quarter of 1991,
Approximately one-haif of the $24.143,000 refund princi-
pal was refunded in July 1992, and the remainder will be
refunded in July 1993, interest wzs recorded and contin-
ues to accrue as credits to the deterred River Bend revenue
requirement associated with the phase-in plan.

Louisiana Deregulated Asset Plan. On January 28, 1992,
the LPSC ordered that the previously ordered deregulated
asset plan be retained, subject to certain conditions. Such
conditions include changin% the sharing mechanism for in-
cremental revenue derived from off-system saies from the
Fmviously ordered 60 percent for ratepa‘yers/w percent
or shareholders to a split of 50 percent for ratepayers/50
percent for shareholders. Accordingly. the Company ap-
plied the provisions of SFAS No. 101, Regulated Enter-
prises — Accountin% for the Discontinuation of Application
of FASB Statement No. 71, which resulled in no write-down
of the derequlaled portion of River Bend: however, the ap-

lication of SFAS No. 101 did require an increase in de-
erred taxes and other adjustments of $20,166,000 ($.18
per share of common stock), which was recorded as an ex-
traordinary item in 1991, Due to the state net operating
Joss c::gfforward position the Company is in. a previously
unrecorded offsetting state tax benefit of $13,100,000 from
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operations-related tax loss carryforwards ($.12 per share of
common stock) is included in “Income Taxes — State.”

Louisiana Maragement Audit.  On October 22, 1991, a
majority of LPSC commissioners voted by a 3-2 vote not to
turn the management audit into a rate proceeding. In No-
vember 1991, the Company filed its implementation plan
with the LPSC. The Company has engaged in negotiations
with the 1.PSC's counsel and consultants to refine such
plan. After consideration of such plan, the LPSC will deter-
mine whether any further action will be taken based on the
audit.

Accounting Developments

Accounting for Power Flant Materials and Supplies. Dur-
ing the first quarter of 1992, accounting procedures were
changed to include in inventory, power plant materials and

supplies previously expensed or capitalized as plant in serv-

ice. The Company believes this change provides a better
matching of costs with related revenues. The change re-
sulted from recommendations during recent audits by the
FERC and LPSC, in addition to a general change in industry
practice. The pro forma effect of retroactive application on
any period prior to 1992 is not determinable as, prior to
this change, the Company did not perform the physical in-
ventory counts necessary to determine inventory balances
in prior periods. The effect of the change was to increase
materiais and supplies by $76.62 1,000, of which

$41,124.000 associated with the Company’s Texas and Lou-

isiana retail jurisdictions was deferred and to decrease
atnounts previously capitalized, primarily plant in service,
by $28,987 000, Amounts deferred for the Louisiana retail
jurisdiction are currently being amortized to incomie over
approximately seven years, through February 1998, whiie

amounts deferred for the Texas reta’ jurisdiction will be am-

ortized to income in future years. The cumulative effect of
this accounting change as of January 1. 1992, which re-
jates to the operations on which the Company has discon-
tinued regulatory accounting Xrinciples amounted to
$6,510,000 before the related income tax effect of
$2.543.000 ($.04 per average share of common stock).

SFAS No. 101
ing Standards Board (FASB) issued SFAS No. 101, which
specifies how an enterprise that ceases to meet the criteria
for application of SFAS No. 71. Accounting for the Effects
of Certain Types of Regulation, to all or part of its opera-
tions should report that event in its general-purpose exter-
nal financial statements. During 1989, the Company

discontinued regulatory accounting principles for the whole-

sale jurisdiction and steam department. As discussed in
“Rate Matters — Louisiana Deregulated Asset Plan” above,
the Company discontinued regulatory accounting princi-
ples to the Louisiana deregulated portion of River Bend in
199].

Loss on the Extinguishment of Debt.  During 1992, the
Company extinguished §1.030,435,000 of longterm debt,
through refinancings. A loss of $81.763,000 was recorded
associated with the extinguished debt. In accordance with
generally accepted accounting principies for regulated en-
terprises, the Company deferred $67,222.000 of the loss,
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in December 1988, the Financial Account-

representing the portion of the Company's operations allo-
cable to the Texas and Louisiana retail jurisdictions. and be-
gan to amortize that amount over the life of the new debt
sold to retire the existing debt. The remaining net of tax
loss of $5.597,000 ($.09 per share of common stock) was
charged to income in 1992 as an extraordinary item.

Louisiana Rate Order. In accordance with the rate order
in Louisiana effective March 1, 1991, the LPSC required the
Company to modify its ireatment of certain flow throug
benefits related to AFUDC recorded on capital ex
rﬁor to 1986. Accordingly, the Com increased net util-
ty and other plant and accumulated deferred income taxes
by $62,967.000. The rate order requires the Company to
amortize the increase in plant in service over wtl-
mately 35 years, the estimated remaining life ver
Bend. and to amortize the increase in deferred taxes over
approximately seven years. This will result in the Company
recording less Operating Expenses and Taxes for the amor-
tization period of those deferred income taxes, thereby in-
creasing net income for that period.

SFAS No. 109. In February 1992, the FASB issued SFAS
No. 109, Accounting for income Taxes. which significantly
changes accounting for income taxes and supersedes al-
most all existing authoritative accounting literature on ac-
counting for income taxes. SFAS No. 109 revises the
computation of deferred income taxes so that the amount
of deferred income taxes on the balance sheet is adjusted
whenever tax rates or other changes of the income tax law
are enacted. SFAS No. 109 also prohibits net of tax account-
ing and reporting and requires recognition of deferred tax
liabilities for tax benefits previously flowed th to rate-
payers. Adoption of SFAS i10. 109 is required in 1993. The
adoption of SFAS No. 108 may be recorded by restating

ior years' financial statements or by recording the cumu-

ative effect of the change in the year of adoption. The Com-
pany presently plans to record the adoption of SFAS No.
109 by restating 1990, 1991, and 1992 financial state-
ments. Detailed below are the estimated effects on the
Company’s results of operations and financial position re-
sulting from such restatement:

SFAS
19690 As  No. 106 1990 As
Reported Effect  Restated

(in thowsands)
Income (Loss) Before EXtraprdinary items
and the Cumulative Eflect of Accounting
Change ... $ (34.182) § 7883 § (36399
Cumulative Effect of the Adoption of SFAS

No. 108 on Years Prior to 1900 - Q6 A%, 106 804
Mot Loss (84 282, BREIL) (132.893)
Lass Applicable to Commaon Stock 107024 BBG611) (1195655
Lamings (Loss) Per Average Share of Com

mon Stock Outstanding Before Extraord:-

nary ftems and the Cumuiative Effect of

Accounting Change . 10.99) 007 10.92)
Loss Per Average Share of Common Stork

Outstanding 0.99) (0.82) 11.81)
Total Assets G865 260 589510 7452779

Total Capitatization and Liabilities
ifxciuding Rotained Bamings!
Retaine ) Larmings

6152632 678121 6BM.753
710657 @BB&L1) 622028



SFAS )
1961 As  No. 108 190 As
Reported  Eifect  Restated

(in thousands |

Income Before Extraondinary loms and the

Cumulative Effect of Accounting Change  § 122 450 $(10.058) § 112.36)
Met income y 102385 G747 112,030
Invome Applicahble to Comman Stock | 30.213 0.747 &8 960
Eamings Per Average Share of Common

Stock Outstanding Before Extraordinary

fems and the Cumuiative Eflect of

Actounting ¢ nange 0.52 0.0t 0A5
Earnings Fer Average Share of Common

Stock Outstanding o 54 408 043
Total Assels 6011452 557517 7.468.809

Tolal Capltalization and Liabilities
Excluding Retained Eamings) € 164735 63 181 6800616
Retained Farmings 7A6. 757  (TEB64; 667 89

SFAS
1992 As  No. 108 1992 As
Reported Effect Restated

(in thousands |
Income Before Extraordinary llems and the
Cumiative Effect of Accounting Change  $ IM3787 $ 5681 § 13478
Met iIncome 128,157 5691 133,848

Income Applicable 1o Common Stock 78 455 56491 64 1ar
Famings Per Average Share of Common

Stock Outstanding Belore Extraoedinary

Hems and the Camulative Eflect of

Accounting Change 074 a0s 079
Famings Fer Average Share of Common

Stock Outstanding 065 008 074
Total Assets 6856858 AK37085 7.305579

Total Capitalization snd Liabiiities

{Excluding Retained Camings)
Retained Camings .

If the Company elected to not restate prior years' finan-
cial statements, the adoption of SFAS No. 109 would resuit
in a charge to net income in the first quarter of 1993 of
$73,.173,000.

Management belicves it is probabie that the future in-
crease in taxes payable, resulting from the reversal of tax
benefits previously flowed through to customers and other
temporary differences, will be recovered from customers
through future rates and, therefore, the Company will rec-
ord a regulatory asset pursuant to SFAS No. 71 upon the
adoption of SFAS No. 109, as detailed above. Rate actions
of a regulator can reduce or eliminate the value of an asset.
If the LPSC or PUCT excludes all or part of the future taxes
recorded as a regulatory asset from allowable costs and it
is not probable that the regulatory asset will be included as
an allowable cost in a future period, the carrying amount of
the regulatory asset would be reduced if such assets have
been impaired.

River Bend Cost Deferrals. Pursuant to accounting or-
ders received in 1986 from the LPSC and the PUCT, the Com-
pany deferred recognition, for financial reporting p‘:?om
of {ise retail portion of the operating costs associated with
River Bend and costs of purchasing capacity from CEPCO's
portion of the unit incurred subsequent to the unit's com-
mercial in-service date and accrued canyig cha upon
the retail portion of both the cash portion of the deferrals
and the investment in the unit not included in the
Company's rate base. The deferral of costs and accrual of

ng charges associated with River Bend was termi-
nated in the Louisiana retail jurisdiction on December 15,
1987, upon receipt of the permanent rate decision and ter-
minated in the Texas retail jurisdiction on July 23, 1988,
the effective date of rates authorized by the rate or-
der of May 16, 1988. See “"Rate Matters — Texas — Docket

6 I53856 6l0258 6764117
704635 (73173 4631862

No. 7195" for subsequent rate action regarding Texas ac-
counting order deferrals.

Detailed below are the components of Deferred River
Bend costs included in DEFERRED CHARGES AND OTHER

ASSETS:
for = Year
w?n i - m?z
1991 Hefund Amortization 1992
(in thousands )
DEFERRED REVENUE
REQUIREMENTS -
PHASEAN PLAN
Louisiana retail
Junisdiction $305.1587 $(2.260) (27167 $275 700
ACCOUNTING CRDER
DEFERRALS
Texas retail
irisdiction
ferred River
Bend costs 368 953 - - 368 053
Amortization of
deferred River
Bend costs 20.3632) ®.078) (26 580
Louisiana retaii
urisdiction
ferred River
fend costs K00.375 - - 400,378
Amontization of
deferved River
Bend costs (162 455) - iML770) 1201.328)
5864100 - 147 BAS) 536.363
DEFERRED RIVER
BEND COSTS 801 568 $(22090) $7501% $814.263

The deferred income taxes related to the amounts de-
tailed above at December 31, 1992 and 1991 of
$211.562,000 and $232.038,000. re?ec.tively. are in-
cluded in "DEFERRED CREDITS AND OTHER LIABILITIES —

Accumulated deferred income taxes” on the Consoiidated
Balance Sheet.

Detailed below are the components of Deferred River
Bend financing costs inciuded in DEFERRED CREDITS AND
OTHER LIABILITIES:

ans = the
¥
Bt ot lho‘w 3. Bal o
December 31, ..___..III December 51
199 Amortizstion 1993
(in thousands |
DEFERRED RIVER BEND
FINANCIMNG COSTS
Texas retall
Jutisaiction & 893156 18202 $ VB U5
Lonosiana retall
Jurisdiction ] 62.326 (10,157 52 164
DEFERRED RIVER BEND
FINANCING COSTS 1554687

$(24.359) $137.123

Recovery of Casts — Amortization of Accumulated De-
ferred River Bend Costs.  The Company was ordered by the
LPSC, as part of the December 15, 1987 rate order, to amor-
tize the deferred costs and accrued carrying charges re-
lated to the accounting order over a 10-year period. The
Company is amortizing approximately $182,000.000 of de-

ferred costs and accrued carrying associated with
the portion of River Bend ruled t by the PUCT over a
20-year period in accondance with the March 22, 199]

Texas rate order. Approximately $187.000.000 of Texas re-
tail jurisdiction deferred River Bend costs are not being am-
ortized pending the uitimate outcome of the appeals o
Docket No. 7195
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|‘ 5. Federal Income Taxes Timing differences exist for which federal and state

© = e R o defi taxes have not been provided and, therefore, have

; The provisions for federal income taxes (benefits) were not been recovered th rates. The cumulative amount

| different from the amounts computed by applying the statu-  of timing differences for which no federal deferred taxes |
tory federal income tax rate to net income (loss) before fed-  have been provided was a:gmximatzly $74.000,000 at De-

| eral income taxes The reasons for these differences are as  cember 31, 1992, The tax effects of the Company’s federal
' follows: tax loss carryforwards have been recorded as reductions of
a2 1mer aeeo  deferred taxes. Investment tax credit carryforwards have
et not been recorded for book purpos-s, At December 31, |
| Net income (oss) belore federal iInCome ’ 1992' {m tax Wﬁ, t’m ’ m mnl tax m |
| Lanes : sia6aus siso6es swoven  carmyforwards of approximately $785,000,000 and invest-
| St utony federal tay rite . 34% 4% ™% ment tax credit Cﬂl‘ryfomlfds of appmxima!zly
1 Fedesal Income tases (benelits; at statutony $181.000.000. These will be used to reduce income tax pay- 1
” A!:::N'::: redud tiomk) in federal incone S R i men“s iﬂ 'uwl’t Ym and: ﬂ nOt HSCG. WI.“ cxpirt “\fough E
' taxes resuliing from } the year 2004, !
Exclusion of Kl\"tt Hend Carrying chamges .
Sieume mliaiiio e ook psrptaees ek peenomes B e Retirement Plan and Other |
i

expensecsd for tan purposes JOIR7Yy (1031 19235
Non-deferred depreviation differences w66 3812 11058 Pmm Benefits

Adjustiment for prioy years taxes and other

P Gkbuariciis o MoHeiiy #im e ST Retirement Plan. The Company has a noncontributory |
subsidiarics 14 573 woo  pension plan which covers all emp! meeting certain ,
Derterral of nutiear fue! savings o1 aas (1,820 (1878 and SeriCC fequmﬂts Ben are bmd on m :
r ralion of ¢ ¥ ¥ 356 4 308, A 3 . 3 A
g e ‘35 teo  “4ss  of service and the highest five consecutive years of employ-
Other items __ .7 w2 1564 ees’ compensation during the last 10 years of service. All
Total federal iIncome Laaes bencfits; s 58737 & sas02 suease  of the Com ny’s Cwbk employees are entitled to retire-
Ehlective tederal income tax rate ) “Tl‘i“ .—L;(v-.‘“ 3 7 1% mm bene upon comp.e“on O’ ‘0 yea'_s o_{ service aﬂd !
mmmmmm e = after reaching age 50. The Company’s policy is to fund the h
The components of federal income taxes are as follows:  actuarially computed pension contribution annually. Fast -

and prior service costs, which are due primarily to retire-
ment plan amendments, are being funded by the Company

1962 1991 19690
(i thousands |

: Lhanged 10 operating Eapnses over mnods Of up ‘o w ycars
, Cunent federal incoame Lay provision S— " i
| i ¢ 1450 & 3558 » soan _ The C;em b e pvoatf{ion forth: e ended
' Defenred federal income laxes ~ nel g; :IEIO (x'x) . d 53025 m'.gn 99( iwas o" ’hr 00.
Loss on debl extinguishment net of ' ’ . an ’ v » TCSPCCI VC'Y Suc
smonization i34 - L amounts, $3,293,000, $4,552,000. and $2 693,000, respec-
Tax depreciation 3% s, 826 48773 tively, were charged to income with the balance of such
- Capltaliacs conatruction thets 45 e @89 costs for each period charged to construction and other
Mucieas unil cancelialion coslE net of , ts
1 amonization 2352, (2352 (23sy accounts.
ruel and purchised power costs (acoried) 8771 $012 678 . M
: fxprnses defermd for an parposes B0 4B 12801 The ComPo"c"ls of the pEf!SIOH pYOVISiOH for 1992, i
Tax nel opeeating 10ss carmyioneand wroz spars  iveer 1981, and 1990, are summarized as fullows: d
: Hiver Bend aperating expenses deforred tor 1992 1951 1990 B
' financial reporting cxpemsed 1ot ax pus A > ‘
) ‘ (17,886, (J2.780; 7041 thousands
: . = TV e . Service vont . : $12306 $10.306 $ 9660
Uritiltied revenues 2 QEII 701 6682 Intesest cost on proyecied benefit abligation 1€8%07 15388 14298
] GRSt eTErTet .t DI Rl 102 W2.152) 696)  areual return an plan assets B (28117 (56.808) 6875
) Frovisicn for aite refund — Lauivienn 4416 8I09 - Unier “ognized net gain loss) . 3826 37549 (255201
Alternative minionum tay credit @197 (5505 (3632 A rtization of net gain — —_ 212
: Other 1806 | 568, 3.338 Amortization of prior service cost . 1.385 1.38% 1.385
‘ Amortization of net transition asse! (2387 (2.367) (2.387)
‘ Tolal delerred federal Inuome (aaes - ; i
1 et A4 588 30890 86010 Nel pension cost :—5:5|? $ 5110 $3028
ptiommns i lliin s it = '
| Investment tas credits — et 2200y ASOE; 18 2BA j
y Total federal Innome taxes Changed 1o i
= apeOsting epenses 43835 M I a6 Ra0
| Southern Company seflioment - ~- 9. 705 '
Charged 10 athel Income — net 176358 (2760 L5686 E
: Charged 10 extraordinarns tems (4943, 6502 -
: Charged 1o cumyintive =Fect of accounting i
| hange 2214 - - |
T fedeml income taxes (benefits) $5B 737 S5R402 916459 ]
I



The obligations for plan benefits and the amount recog-
nized in the Company's Consolidated Balance Sheet at De-
cember 31, 1992, {991, and 1990, are reconciled as
follows:

1990

iin thousands )

Actuariat Fresenl Value of Benefit
Oligation:
Actumulate 4 benefit obligation
Inciuding vested benefits of $206 860
$iB6 161 and $170.721

respectively § 20086 $ 182642 $ 174789

$2B0 GBR) SIPARBIT) S(ZLRN28

Frojected bencli! ohiligation

Plan asseis. at fair market value 306 660 290211 235671
Fan assets in excess of projected bene

fis obligation 16,672 41 368 7 3438
Lnrecognized net gain 27 006; (88 530 (13417
Unrecognized net assets, being amor

tived over 15 yeus (19.099) (21487 Z3.878)
Usirecognizes prios servioe cost 24 671 26875 /77
Acrued pension lablity $ 5662, 8 2.150) § 4253

The accumulated benefit obligation is the present value
of future pensicn benefit Kgyments and is based on the
plan’s benefit formulas without considering expected fu-
ture salary increases. Assumptions used to determine net
pension cost are as follows:

997 1991 1990

— — ———
Discount rate 6 50% 7.2 7. 25%
Lapected iongaenm rate of rebum on assets a.50 8.50 750
Average future salary level InCrease 575 6.10 LN 1]

At December 31, 1992, 63 percent of plan assets were
invested in equity securities, 31 percent in bonds, and 6 per-
cent in cash or cash equivalents.

7. Jointly-Owned Facilities

ion cost detailed above, the
Company recorded $662,000 of expense related to the

in addition to the net

1986 early retirement plan and 1990 workforce restructur-
ing for the vear ended 31, 1992, in accordance
with regulatory treatment of this expense.

Other Postempioyment Benefits. In addition to the pen-
sion plan, the Co ¥ retired employees and
their families with life and health care insurance benefits,
All of the Company's employees may become eligible for
benefits upon retirement. The Company currently records
the cost of such benefits as claims are actually paid. The
cost of such benefits was $5,340,000. $5,514,000, and
$4,722,000 for the years 1992, 1991, and 1990,
respectively.

SFAS No. 106, Employers’ Accounting for Postretirement
Benefits Other Than Pensions, requires the Compan{y begin-
ning in 1993, to change the method of accou or such
benefits (o the accrual method. The Company estimates
that it wil! have an u zed accumu post-
retirement benefit obligation of $128,000,000 as of Janu-
ary |, 1993, The Company has elected to amortize the
unrecognized transition obligation over twenty years. Total
charges ior postretirement benefits under the provisions of
SFAS MNo. 106, including the amortization of the transition
obligation. are currently estimated to increase by approxi-
mately $15,800.000 in 1993. Amounts ultimately recorded
in accordance with 3FAS No. 106 will be influenced by.
among other things, the actuarial assumptions used by the
Company and the regulatory treatment of the costs re-
celved by the Company.

As of December 31, 1992, the Company owned undivided interests in three jointly-owned electric generating facilities as

detalled below (dollars in thousands):

Company Share of investments:
Plant in service
Accumulated depreciation . . ............

TOUR DIt CRPERBIIY . o\ - < # v vmwn 520 8 wn pivg g i i =

Fuel source

OWREIERED SRBIE ;. - oc ot m i s s bnibniiok 0k 59 A 50 1850 508 918

The Company s share of operations and maintenance ex-
rensc related to the jointlrowned units is included in operat-
ng expenses, See Note 3 for information regarding unpaid
amounts by CEPCO for thelr share of River Bend costs during
1992 See Note 12 for information relating 10 a buyback agree

..........................................

River Beud S. Nelson
Unit 1 -

Mt

Unit 6
........... $3,070,947 $389,551 $219811
......... 486,504 123,866 61,868
........... 931 MW* 550 MW 540 MW
........... Nuclear Coal Coal
........... 70% 70% 42%

ment between the Company and a participant in Neison Unit 6.

* The total plant capability has been decreased by 5 MW until re-
placement of turbine rotors are made, which are currently sched-
uied for March 1994,




8. Leases

The Company has existing agreements for the leasing of
certain vehicles, coal rail cars and other equipment. build-
ings, nuclear fuel, and the storage of natural gas. Lease
charges were $54,275,000, $73.554,000,
$65,984,000, for the years ended December 31, 1992,
1991, and 1990. respectively. Of such amounts,

$53,356,000, $72,976,000, and $65, 114,000, respectively,

were charged 1o income.

Future minimum lease payments under noncancellable
capital and operating leases for each of the next five years
and in the aggregate at December 31, 1992, are estimated
to be:

Minimum

Lease Payments

(in thousands)
G $ 82,730
1994 . .. ... e 68.465
1995 .. i e 64,564
L P P P 33,577
1997 ... .0ivs R e e i a4 AR 21436
Remaining years .. 196,304
$467.076

The Company is leasing the Lewis Creek generating
station from its wholly-owned consolidated subsidiary.
GSG&T

9. Capital Stock and Retained Earnings

The Company offers its common and preferred sharehold-

ers the opportunity to reinvest their dividends and to make
additional cash payments to acquire shares of the
Company’'s common stock through its Dividend
Reinvestment and Stoch Purchase Plan (DRIP).

Common Stock and Retained Eamings. The Company
offers all employees meeting designated service require-
ments the option to participate in benefit pians which pro-
vide an opportunity to obtain common shares of the
Company. At December 31, 1992, the Company had re-
served 5,562,503 unissued shares of common stock to be
issued in connection with its DRIP and employee benefit
plans. Beginning in June 1987, the Company has acquired
the DRIF and employee benefit plan shares of common
stock in the open market rather than offering unissued
shares. which would have a dilutive effect on carnings per
share and book vaiue.

Centain limitations on the payment of cash dividends on
common stock are contained in the Articles, Mortgage In-
denture. loan agreements, the Reorganization Agreement
with Entergy. and applicable state and federal law. Under
existing limitations, as discussed in Notes 3and 11, the
Company may not pay dividends on such stock. If such re-

strictions did not exist, the most restrictive limitation at De-

cember 31. 1992, as to the amount of such dividends
which might be paid. was contained in the Articles. Based
on such limitation, the retained earnings available for pay-
ment of dividends as of December 31, 1992, amounted to
$696.000.000. Preferred dividend requirements, as well as
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preferred stock sinking fund requirements. have priority
over the payment of cash dividends on common stock.

Freferred Stock. At December 31, 1992, the Company
had authorized 10,000,000 shares of preferred with-
out par value (none issued) and authorized 6,000,000
shares of preferred stock $100 par value (4,058,311 is-
sued). Limitations based on the ratio of after-tax eamings
to fixed charges and preferred dividends are im by
the Articles upon the issuance of additional preferred
stock. Based upon the results of operations for the year
ended December 31, 1992, and existing circumstances, the
Company believes it is unable to issue any additional pre-
ferred stock.

During 1992, the Company retired $55,926,000 of
Freferred stock through sinking fund requirements, includ-
ng $28,393,000 of preferred stock sinking fund mmrg:s
as of December 31, 1991. The Articies provide that, at
Company’s option, all or part of its preferred stock may be
redeemed at stated prices.

The series of preferred stock subject to mandatory re-
demption are entitled to sinking funds which provide for
the annua! redemption of shares (varying in amount from 3
percent to 5 percent of the number of shares originaily is-
sued) at $100 per share. At December 31, 1992, minimum
sinking fund requirements amount to $14,816,700 for each
of the years from 1993 through 1997

Preference Stock. On April 24, 1992, the Board of Direc-
tors authorized a portion of the proceeds from a sale of
first mortgage bonds, together with cash from other sourc-
es, lo be used to pay cumulative preference stock dividend
arrearages and redeem the outstanding preference stock,
including redemption premiums. On June 4, 1992, the Com-
pany paid $90.340,000 of preference stock dividend arrear-

and accrued dividends, and redeemed $100,000,000
o outstandi%prcference stock, plus redemption premi-
ums of $18,300,000.

Payment of dividends on preference stock is subordinate
to payment of dividends on preferred stock and preferred
stock sinking fund obligations. There are no limitations in
the Articles on the issuance of authorized preference
stock.

10. Long-Term Debt

The Company's Mortgage Indenture contains sinking
fund provisions which require, generally, that the Company
make annual cash deposits equal to 1.2 percent of the great-
est aggregate principal amount of first bonds cut-
standing or, in lieu thereof, to aprly property additions or
reacquired first mortgage bonds for that purpose. The Com-
pany has satisfied the mortgage requirements in past years
and expects to meet current and future requirements by cer-
tifying “available net additions” to the trustee.

Certain series of the Company’s first moi
bonds and poliution control and industrial development
bonas require cash sinking funds. Sinking fund require-
ments, along with long-term debt maturities, for each of
the next five vears are detailed below:




Wu Long-Term Debt Maturities
by First Notes Payable—
m Bonds Southern
Cash Debentures Company
(in thousands)

e e e M TR $ 425 $21,240 $ -~ (a)

B e e e T e L g ala tak e gt 425 21,240 - -

BRI . neh s i s b o i n n  eTsle e S e i o i 50,425 21,240 — —

R R e T R e s I e CRRDs 50.425 20,100 95,000 —

oy R W e e R e 50,865 18,780 110,000 —

{a) As discussed in Note 3, the Company paid Southern $111,329,000 to retire missory notes and paid

$6.47 1,000 under a common stock differential agreement on January 4, |

3. The unpaid $48.67 1,000 of

promissory notes and $2.829,000 of the common stock price differential are payable on the earlier of the

Janua
discretion upon five days notice.

The Company's Mortgage Indenture contains an interest
coverage covenant which limits the amount of first mon-
gage bonds which the Company may issue, based upon in-
terest coverage for a period of tweive consecutive months
within the fifteen months preceding a new debt issuance.
Based upon the results of operations for the year ended De-
cember 31, 1492, during such fifteen month period, the
Company believes it could issue $812,000,000 of first mort-
gage bonds in addition to the amount presently outstand-
ing (assuming an interest rate of 9 percent for additional
first mortgage bonds).

1992 Debt Reﬁnanclnggo During 1992, the Company
refinanced $1,030.435,000 of high cost long-term debt as

detailed below:
New Debt Retired
Issued Debt
(in thousands)
January 1992 First Moyigage
Bond Refinancing . .. : $ 300000 & 282878
April 1992 First Mortgage Bond
Refinancing ... .. : 600.000 382,272
August 1992 Pollution Control
Bond Refinancing . . . . ’ 48,285 48.285
November 1992 First Mortigag
Bond Refinancing .. ___300.000 317,000
$1,248,285 $1,030435

The debt issued during 1992 has an average interest rate
of 8.1%, while the debt retired had an average interest rate
of 12.5%

At various times during 1992, the Company remarketed a
total of $80,600,000 of pollution control bonds at fixed in-
terest rates. The bonds, which had previously carried vari-
able interest rates, were secured by letters of credit which
were scheduled to expire in 1992,

American Municipal Bond Assurance Corporation
{AMBAC). In 1982 and 1983, the Company issued
$48,285 000 and $17.450,000 of poliution control bonds,

1 st as of which the Company has “‘adequate cash” or January 1, 1999, or earlier at the Company’s

respectively, whose principal and interest were guaranteed
by AMBAC.

In August 1992 and January 1993, the Company refi-
nanced tise $48,285,000 and $ 17,450,000 of pollution con-
trol bonds, respectively. The principal and interest on the
new poliution control bonds are not guaranteed by AMBAC.
Notes that had previously been issued to AMBAC were can-
celed, and amounts previously placed in reserves in accor-
dance with agreements between AMBAC and the Company
were returned to the Company.

Letters of Credit. The Company has various outstanding
series of pollution control revenue bonds (bonds) which
are collateralized by irrevocable letters of credit. The let-
ters of credit are scheduled to expire before the scheduled
maturity of the bonds. Detailed below is a maturity sched-
ule of the bonds and related letters of credit.

(in thousands)
Variabie rate due
April 1, 2016 .. $20.000 April 27, 1993
10% % due May |, 2014 50,000 May 15, 1993
Variable rate due
December |, 2015 .. 28.400 December 28, 1995

If the letter of credit that expires in 1993 is not renewed
or replaced, the Company plans to remarket and cause the
pollution control bonds to remain outstanding. If the Com-
pany is unsuccessful in these actions, the pollution control
bonds will be redeemed.

11. Short-Term Lines of Credit

As of December 31, 1992, the Company had ments
with banks and banking institutions which p for
short-term lines of credit totaling $113,400,000 of which
$100,000.000 is collateralized as described below. interest
rates associated with these lines are based on the prime
rate. Commitment fees on the collateralized line of credit
cost 3 of | percent of the amount of available credit. Com-
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mitment fees on uncollateraiized lines of credit cosi '4 of |
percent of the amount of available credit. In lieu of commit-
ment fees on the uncollateralized lines, certain banks re-
quire a nonrestricted cash balance be maintained ~qual to
10 percent of the commitment.

Included in the total short-term lines of credit is a
$100.000,000 bank credit agreement which is due to ex-
pire on March 15, 1993, The short-term bank credit agree-
ment contains negative covenants which, among other
restrictions, restrict payment of dividends on and acquisi-
tion of common stock, sale of assets and mergers (with cer-
tain exceptions), and requires satisfaction of a minimum
net worth test as a condition to new borrowings. The pro-
posed business combination with Entergy is a permitted
transaction under this short-term bank credit agreement.
One condition to having the abiiity to make new borrow-
ings under the agreement is the absence of material ad-
verse changes since December 31, 1991,

The Company had no short-term debt outstanding with
banks and banking institutions during the three-vear period
ended December 31, 1992

12. Purchase Power Agreements

As of December 31, 1992, the Company has an agree-
ment with Sam Rayburm Municipal Power Agency to buy
back declining amounts of its share of the capacity of Nel-
son Unit 6 through the end of May 1996. The Company had
a five-year agreement with CEPCO. which expired June 15,
1991, 1o buy back declining amounts of their share of the
capacity of River Bend. The variable costs associated with
such buysacks are composed of fuel costs and operations
and maintenance expenses, while the fixed costs are based
upon gross plant investment and other factors.

1992 1991 1990
(in thousands )

Nelson Unit 6
Varniable cosis ! $4.956 $7679 $7.469
Fixedcosts ... ... .. 6.322 8 183 9.568

Based upon current information, the Company estimates
that the annual fixed costs incurred in connection with the
Nelson Unit 6 buyhacks will range in declining amounts
from $4,700.000 in 1993, to $1,200,000 in 1996.

106 1990
(v thousands )

River Bend
Variable costs fuiuie $ 6499 $14.940
Fixed costs ... . .. 23280 50312

Nelson Industrial Steam Company (NISCO). In 1988, the
Company entered into a joint venture with a primary term
of 20 years with Conoco, Inc., Citgo Petroleum Corpora-
tion, and Vista Chemical Company (the industrial partici-
pants) whereby the Company's Neison Units | and 2 (106
MW each as of December 31. 1992) were soid to a partner-
ship (NISCO) consisting of the industrial participants and
the Company.
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The industrial g:rtidpants are sumyir:al&he fuel for the
units, while the Company operates the units at the discre-
tion of the industrial partici and purchases the electric-
ity produced by the units. Company is continuing to
sell electricity to the industrial participants.

For the vears ended December 31, 1992, 1991, and
1990, the purchases of electricity from the joint venture to-
laie:i $37.792.000. $61,516,000, and $62,028,000, respec-
tively.

13. Financial Instruments

Temporary Cash Investments. At December 31, 1992
and 1991, the Company had $197.021.000 and
$291,845.000 of temporary cash investments invested in re-
purchase agreements or high grade short-term corporate in-
vestments, with six and nine banks and investment banks,
respectively. The repurchase agreements are collateralized
by U. S. Government securities or high grade short-term cor-
porate investments. The Company has not experienced any
losses on its temporary cash investments.

Accounts Receivable. The Company's service area of
Souiheast Texas and Southwest Louisiana is heavily depen-
dent on the petrochemical and related industries. The Com-
pany maintains reserves for doubtful accounts, based on

past experience.

Disclosures About Fair Value of Financial Instruments.
The following methods and assumptions were used to
estimate the fair value of each of the Comparv's Snancial
instruments.

Cash and Temporary Cash Investments — The carrying
amount approximates fair value due to the short maturity
of those instruments.

investment Securities — Decommissiomng and Self Insur-
ance Fund's — The fair value of the investments inciuded
in the decommissioning and self insurance fund's are
based on the quoted marke! prices.

Long-Term Debt and Preferred Stock Subject to Manda-
tory Redemption — The fair value of the Company’s long-
term debt and preferred stock subject to mandatory
redemption is estimated based on the quoted market
prices for the same or similar issues or on the current rates
offered to the Company for debt of the same remaining ma-
turities.

The estimated fair values of the Company s financia’ in-
struments are as follows:

1967
pre | o
Vaiue
(in thousands )
Cash and temporary cash investments $ 1977381 § 197.74)
Decommissioning fund . .. . : 14,102 14,546
Self wnsurance fund . " 3 SR 20,950 21.531
Long-term debt . ., ‘ T 2541 028 2622953
Preferred stock subject to mandatory

redemption . . .. " ey U IR 269,387 279.53%0



14. auartcﬂy Financial Information (Unaudited)
n

thousands except per share amounts)

Eamings (Loss)
Fer Average Share
income of Common Stock
Extraordinary Before a-h&
ftems and the Extraordinary (Loss)
Cumulative ftems and the Average
(rr-ung Awo-lﬁg Net Income ccounting Common :od
1992 venue m Chﬂl!t (Loss)
First Quarter ... %403.279 § 69.144 $21.248 $23,205 $.05 $.07
Second Quarter. 417.365 78,436 31.179 26,913 15 a1
Third Quarter... 517,899 119,070 68,970 68,5451 .51 51
Fourth Quarter . 434,831 67.452 12,390 9.588 .03 _—
199§
First Quarter..... $ 390,538 % 72.317 $ 24,448 $ 24,448 $.08 $.08
Second Quarter . 399,960 68,662 10,758 10,758 {.05) (.05)
Third Quarter . . .. 499 508 125,121 67.247 67.247 45 45
Fourth Quarter .. 412,229 79,880 19,996 (170) .04 {.14)

See Note 4 for information regarding extraordinary items recorded in 1992, due to the extinguishment
of debt and for information regarding the cumulative effect of a change in accounting for power plant

materials and supplies.

See Note 4 for information regarding the extraordinary item recorded in the fourth quarter of 1991, due
to the discontinuation of regulatory accounting principies to the deregulated Louisiana retail portion of

River Bend.
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To the Shareholders of Gulf States
Utitities Company:

We have audited the accompanying consoli-

dated balance sheets and statements of capitaliza-

tion of Gulf States Utilities Company and
subsidiaries as of December 31, 1992 and 1991
and the related consolidated statements of in-
come (loss), cash flows, and changes in capital
stock and retained eamings for each of the three
years in the period ended December 31, 1992.
These consolidated financial statements are the
rcsponsibmt? of the Company’s management.
Our responsibility is to express an opinion on
these consolidated financial statements based on
our audits.

We conducted our audits in accordance with

gcnerally accepted auditing standards. Those stan-

ards require that we plan and perform the audit
to obtain reasonable assurance about whether
the financial statements are free of material mis-
statement. An audit includes examining, on a test
Lasis, evidence supporting the amounts and dis-
closures in the financial statements. An audit also
includes assessing the accounting principles used
and significant estimates made by management,
as well as evaluating the overall financial state-

ment presentation. We believe that our audits pro-

vide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated
financial siatements, the Company has entered
into an agreement, subject to regulatory approv-
als, to be acquired in a business combination.

In our opinion, the consolidated financial state-
ments referred to above present fa!rl{. in all mate-
rial respects, the consolidated financial position
of Guif States Utilities Company and subsidiaries
as of December 31, 1992 and 1991 and the con-
solidated resuits of their operations anc their
cash flows for each of the three years in the pe-
riod ended December 31, 1992 in conformity with
generally accepted accounting principles.

As discussed in Note 4 to the consolidated
financial statements, the net amount of capital-
ized costs for the Company’'s River Bend Unit |
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Nuclear Generating Plant (River Bend) exceed
those costs currently being recovered through
rates. At December 31, 1992, approximately
$751 million is not currently being recovered
through rates. If current regulatory and court or-
ders are not modified a write-off of all or a portion
of such costs may be required. Additionally, as dis-
cussed in Note 4 to the consolidated financial
statements, c'1r rate-related contingencies exist
which may result in a refund of revenues previ-
ously collected. i ne extent of such write-off of
River Bend costs or refund of revenues previously
collected, if any. will not be determined until ap-
Rmpriate rate proceedings and court appeals

ave been concluded. Accordingly, no provision
for write-off or refund has been recorded in the
accompanying consolidated financial statements.

As discussed in Note 3 t. the consolidated finan-
cial statements, civil actions have been initiated
against the Company to. among other things, re-
cover the co-owner’s investment in River Bend
and to annul the River Bend Joint Ownership Par-
ticipation and Operating Agreement. The ultimate
outcome of these proceedings cannot prasently
be determined. Accordingly, no provision for any
liability that may resuit from the ultimate resolu-
tion has been recorded in the accompanying con-
solidated financial statements.

As discussed in Note 4 to the consolidated finan-
cial statements, the Company changed its
method of accounting for power plant materials
and supplies in 1992 and adopted Statement of
Financial Accounting Standaras No. 101 for por-
tions of its business in 1991.

C«.’uH 4 é/(vud
Houston, Texas
February 12, 1993



Statistical Summary
For the years ended December 31

ELECTRIC DEFARTMENT
Number of customers at year end:
Residential
Commercial .
industrial . ol
Temporary construc uon
Other .

Total (_ustomers o

Sales — Kilowatt-hours (thousands,.
Residential S
Commercial .
Industrial
Tempaorary construction
Other ! o

Total Sales

Revenue — (thousands):
Residentiai
Commercial .
Industrial |

Temporary construction ... ..

Other ... ...
Total Rew:nuc

Average Annual KWH Use Per
Customer:
Residential
Commercial .
Industriai 2

Revenue Per KWH — A(EDKS)
Residential .. i
Commercial .
Industrial .

Fiectric £ m'rg) Output —Thousands
of KWH:
Net Generated ... ..
Net Purchased and Intemhanqed

System Peak Load — Including

Interruptible Load — Megawatts | .

Total Capability, Including Contract

Purchases at Time of S)stem Peak

Load (MW)
Load Factor
STEAM PRODUCTS DEFPARTMENT

Steam Revenue (thousands) ... .. .

Electric Sales — KWH (thousands)

Steam Sales — millions of pounds :

QGAS DEPARTMENT
Gas Revenue (thousands)

Number of Customers at year chd Ky

Output — MM cu. . of natural qas
purchased ... ... .
Sales — MM cu. ft

WEATHER DATA

l’cnen change from normal
Heating degree days (normai
1.841) .

Percentage change from normal .

*Estimated.

1992 1991 1990 1989 1988
513,819 505.927 498,672 492,054 486,993
64.387 63.522 63.044 62,469 61,958

4.551 4,538 4,581 4,511 4,563
2,629 2,011 1.805 1.638 1,477

. 2.926 2,695 2,636 2,605 2,585

588,312 578.693 570,728 563,277 557.576
6,824,670 6924649 6833920 6473021 6.326,089
5,474,432 5460326 5388449 5197,555  5023.755

14,396,676 13612,197 13,331,772 12,321,905 12,072,078
15,775 17.144 15,399 10,759 13,133

_ BA2,03% 1,343,545 1,464,586 1,191,720  1,482.652

27,853,587 27357861 27,034,126 25,194,761 24.9'7,707

$ 560552 § 547,147 $ 523911 $ 487972 § 452,538
400,803 383,683 378.253 357.568 331,178
640,594 580,923 577.436 539,944 510,354

1,704 1,645 1.492 1.075 1,130

90,883 110.361 115,543 115,315 120,513

$ 1,694.536 $ 1623959 § 1596635 § 1501874 $ 1415713
13.382 13,7686 13,795 13,228 13,029
85,538 86,238 85,761 83,513 81.339

3,164,105 2978599 2943946 2703951 2,717,101
8.21 7.90 7.67 7.54 7.15
7.32 7.03 7.02 £.68 6.59
4.45 427 4.33 4.38 423

25.917,055 26,581,935 26102741 23955660 25,146,780

4975260  4.027.771 4277621 _ 5352485 3,570,812

30,892,315 30,609.706 30,380,362 29.308.185 28,717,592

5,247 5,224 5.388 5,040 4,910

6,709 6.471 6,553 6.609 6,866
67.0% 66.9% 64.4% 66.4% 66.6%

$ 50315 $ 46418 § 61052 § 69200 $ 70,728

1,722,181  1.711.488  1.930.373  2.271.428 2.278.884

12.682 13,686 13,204 11,398 10.494

$ 285235 § 31858 $ 32998 § 36332 § 34,036

84.901 84.005 83,164 82,681 82.510

6.861 6786 6,215 7,826 7.320
6.985 6.746 6.652 7.072 7.134
2.596° 2,877 2.948 2816 2,742
(8.0) 6.4 9.1 42 1.4
1,643 1,662 1616 1,684 1,812
(10.8) (9.7) (12.2) (8.5) (1.6)
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Shareholder Questions Lost Certificates Transfer of Stock
b ert ate is Whenever it becomes neces
t y i je o auistrat )
f 1 \ a S 5 % rtif t ¢ 1 transfer
S J > KIS T re anges
S QIS i ssary. for
¢ nop g 1 f tock is
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1 . with anotne 'S 3 name
it 3 wde or s number of
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S e stock
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\ s S : ? e support
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Notice of Annual Meeting i Al b s Bod S ey o - while other miaht e ape

Stock Transfer Agents Dividend Relnvestment Plan P.O. Box 2851
Qulf States Utilities Co. Agent Beawmnont, Texas 77704
Beaumont. Texas Guif States Utilities Co.
r.O. Box 1671
Beaumont, Texas 77704
%

First Chicago Trust Co. of
New York
New York, N.Y
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