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PARTI
Jtem 1, BUSINESS,

THE COMPANY

Texas Utilities Electric Company (Company) was incorporated under the laws of the State of Texas
in 1982 and has perpetual existence under the provisions of the Texas Business Corporation Act. The
Company is an electric utility engaged in the generation, purchase, transmission, distr’bution and sale
of electric energy wholly within the State of Texas. The Company possesses all of the necessary
franchises and certificates required to enable it to conduct its business (see Regulation and Rates).

The Company is the principal subsidiary of Texas Utilities Company (Texas Utilities). The other
electric utility of Texas Utilities is Southwestern Electric Service Company (SESCO), which is engaged
in the purchase, transmission, distribution, and sale of electric energy in ten counties iu the eastern
and central parts of Texas with a population estimated at 125,000. Texas Utilities also has three other
subsidiaries which perform specialized functions within the Texas Utilities Company system: Texas
Utilities Fuel Company (Fuel Company) owns a natural gas pipeline system, acquires, stores and
delivers fuel gas and provides other fuel services at cost for the generation of electric energy by ihe
Company; Texas Utilities Mining Company (Mining Company) owns, leases and operates fuel
production facilities for the suiface mining and recovery of lignite at cost for use at the Company’s
generating stations; and Texas Utilities Services Inc. (TU Services) provides financial, accounting,
computer, telecommunications, personnel, procurement and other administiative services at cost, TU
Services also acts as transfer agent, registrar and dividend paying agent with respect to the preferred
stock of the Company, Texas Utilities and its subsidiaries are referred to herein as "System
Companies."

The Company's service area covers the north central, eastern and western parts of Texas, with a
population estimated at 5,650,000 — about one-third of the population of Texas. Electric service is
provided in 88 counties and 372 incorporated municipalities, including Dallas, Fort Worth, Arlington,
Irving, Plano, Waco, Mesquite, Grand Prairie, Wichita Falls, Odessa, Midlaud, Carroliton, Tyler,
Richardson and Killeen. The area is a diversified commercial and industrial center with substantial
banking, insurance, communications, electronics, aerospace, petrochemical and specialized steel
manufacturing, and automotive and aircraft assembly. The territory served includes major portions
of the oil and gas fields in the Permian Basin and East Texas, as well as substantial farming and
ranching sections of the State. It also includes the Dalias-Fort Worth International Airport and the
Alliance Airport. For energy sales and operating revenues contributed by each customer classificztion,
see Item 6. Selected Financial Data — Operating Statistics.

At December 31, 1993, the Company had 7,674 full-time employees.



Item 1. BUSINESS (Continued),

PEAK LOAD AND CAPABILITY

The Company's net capability, peak load and reserve, in megawatts (MW), at the time of peak were
as follows during the years indicated.

Peak Load (a)
Increuse
(Decrease) Firm
Net Over Peak
Year Capabllity Amount  Prior Year Load Reserve(b)
4 R P 21,697(¢) 18,324 4.6% 17,852 3,845
1992 v 21,697 17,525 34 17,102 4,595
1991 4ot 21,849 16952 (5.9 16,831 5,018

(8) The 1993 peak load occurred on July 29. The Company peak load includes interruptible load at the time of peak of 499
MW in 1993, 463 MW in 1992 end 341 MW in 1991.

(b) Amount of et capability in excess of firm peak load al the time of pea..
(¢) Included in net capability was 1,771 MW of firm purchased capacity, including 1,691 MW of cogeneration and small power

production. Excluded from net capability was Comanche Peak Unit 2 (1,150 MW), which was placed into commercial
operation after the peak load occurred.

The peak load changes resulted primaril, from customer growth in the service area and weather
factors. The Company expects to continue to purchase capacity in the future from various sources.
(See Fuel Supply and Purchased Power and Note 12 to Financial Statements.)

On Novemwber 14, 1993, the emissions chimney serving Unit 3 (750 MW) of the Monitcello lignite-
fueled generating station (Mraticello) collapsed, rendering the unit inoperable. The unit will be
rebuilt and operated as a lignite/coal-fueled facility. The Company expects the unit to be returned to
service durirq 1995, (See Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Oporation - I iquidity and Capital Resources.)

Firm peak load increases over the next ten years are expected to average approximately 2.2%
an_ aally, after giving effect 1o load management programs (inciuding interruptible contracts). The
Company’s ten year system resource plan (Resource Plan) provides for meeting the increases in
required net capability through the completion of gas/oil-fueled combustion turbine and lignite-fueled
capacity additious, purchased power capacity (including cogeneration and small power production) and
load management programs. Load manag ~°ut programs are designed to improve the efficient use
of the Company’s generating units and help «. .ay the need to add new capacity. The Resource Plan
is subject to annual review as part of a regular planning process. When compared to the previous
resource plan, the current plan reflects a one year deferral {or the in-service dates of 1,500 MW of
Twin Qak lignite units (Twin Oak), 1,230 MW of combined cycle combustion turbines and 272 MW
of simple-cycie combustion turbines. The compoicnts of the Resource Plan (see Item 2. Properties
— Construction Program) are as follows:



Item 1. BUSINESS (Continued).
PEAK LOAD AND CAPABILITY - (Concluded)

Resource Plan 1994-2003

Capability

Resonrce Additions (MW) Percent

Combostion TORIBINOE « . o+ i vos s 550 s vins0inssnssenias 1,502 28%
Ligahte/Coal ......oovavsnsscasisnsssssasssansnss 1,500 28
JLoad MADAZEMENT . ........vvvesevssnnvaninessnsss 1,228 22
PUTORRROE POWBE o505+ 5.5 5 55 50 500 /n 160w (6 p 00 050 2 g e 1,189 22

1 ) N T e PR PR P W ). 5,419 100%
s R==

The Company is currently conducting an experimental pilot project, in conjun-tion with regulatory
and customer groups, to develop a 1995 Integrated Resource Plan (IRP). In addition to increasing
public particination in the planning process, the Company is soliciting proposals for additional
demand-side management resources and certain renewable energy resources to meet a portion of the
customers’ future energy requirements. The IRP is expected to be completed and filed with the Public
Utility Commission of Texas (PUC) late in tke summer of 1994. The Company hopes to obtain
approval of the IRP in early 1995. It is unknown what effect, if any, this new planning process will

have on future resource plans.

FUEL SUPPLY AND PURCHASED POWER

Net input for 1993 was 91,537 million kilowatt-hours (kWh) of which 79,105 million kWh were
generated by the Company. During this period, 844,128,889 million British thermal units (Btu) of fuel
(including 40,391,702 million Btu furnished by Aluminum Company of America (Alcoa) at no cost)
were consumed for electric generation (see Lignite/Coal).

Average fuel and purchased power cost (excluding capacity charges) per kWh of net input was 1.92
cents for 1993, 1.85 cents for 1992 and 1.82 cents for 1991. A comparison of the resource mix for net
kWh input and the unit cost per miilion Btu of fuel to the Company during the last three years is as

follows:

Mix for Net Unit Cost
kWh Input Per Million Btu
Fuel for Electric Generation: 19 2 1993 1992 191
Gag/Oil(a) . . .ovvnverrrasininnsans 337% 344% 37.4% $2.81 8269 $247
Lignite/Coal(d) .. .. ... 52 v & ek 403 442 439 110 105 105
T il SNl EIERE | ER A TR 124 8.1 6.1 0.71(c) 0.41 0.33
Total/Weighted Average Fuel Cost .. 864  B67 874 $1.73 $165 S$162
Purchased Power ., .....ccinvivsvrns 13.6 13.3 12.6
PIREE 2 5 < o« imnn bz adnas s edds in s 100.0% 100.0% 100.0%
1 frrie oy ==

() Fuel oil amounted to 0.003% in 1993, and 0.02% in 1992 and 0.1% in 1991 of total fuel and purchased power requirements,

(b) Lignite cost per ton to the Company was § 13.98 in 1993, $13.19 in 1992 and $13.48 in 1991,

(€) Unit cost per million Btu in 1993 includes avoided cost of fuel during trial operations. The 1993 cost, excluding Comanche
Peak Unit 2 while in trial operation, was $0.62 in 1993.



Item 1. BUSINESS (Continued).

FUEL SUPPLY AND PURCHASED POWER — (Continued)

Gas/Oil

Fuel gas for units at nineteen of the principal generating statiors of the Company, having an
aggregate net gas/oil capability of 12,931 MW, was provided during 1993 by Fuel Company. Fuel
Company supplied approximately 48% of such fuel gas requirements under contracts with producers
at the wellhead and under other contracts with dedicated reserves and 52% under contracts with
commercial suppliers. Additional gas/oil-fueled combustion turbines, with an aggregate net capability
of 1,502 MW, are planned for the future (see Peak Load and Capability and Item 2. Properties —
Coastruction Program).

Fuel Company has acquired under contracts expiring at intervals through 2008, with producers at
the wellhead, supplies of gas which are generally expected to be produced over a ten to fifteen year
period. As gas production under contract declines and coatracts expire, new contracts are expected
to be negotiated to replenish or augment such supplies. Fuel Company bas negotiated gas purchase
contsacts, with terms ranging from one to twenty years, with a number of commercial suppliers.
Additionally, Fuel Company has entered into a number of short-term gas purchase contracts with other
commercial suppliers at spot market prices; however, these contracts typically do not provide for a firm
supply obligation from the seller or a firm purchase obligation from Fuel Company. In the past,
curtailments of gas deliveries have been experienced during periods of winter peak gas demand;
however, such curtailments have been of relatively short duration, have had minimal impact on
operations and have generally required utilization of fuel oil and gas storage inventories to replace the
gas curtailed. During 1993, no curtailments were experienced.

Fuel Company owns and operates an intrastate nataral gas pipeline system which extends from the
gas-producing area of the Permian Basin in West Texas to the East Texas gas fields and southward to
the Gulf Coast area. This system includes a one-half interest in a 36-inch pipeline which extends 395
miles from the Permian Basin area of West Texas to a point of termination south of the Dallas-Fort
Worth area and has a total estimated capacity of 800 million cubic feet per day with existing
compression facilities. Additionally, Fuel Company owns a 39% undivided interest in another 36-inch
pipeline, connecting to this pipeline and extending 58 miles eastward to one of Fuel Company’s
underground gas storage facilities. Fuel Company also owns and operates approximately 1,650 miles
of various smaller capacity lines which are used to gather and transport natural gas from other
gas-producing areas. The pipeline facilities of Fuel Company form an integrated network through
which fuel gas is gathered and transported to certain generating stations of the Company for use in the
generation of electric energy.

Fuel Company also owns and operates three underground gas storage facilities with a usable
capacity of 27.2 billion cubic feet with approximately 20.2 billion cubic feet of gas in inventory at
December 31, 1993, Gas stored in these facilities currently can be withdrawn for use during periods
of peak demand, to meet seasonal and other fluctuations or curtailment of deliveries by gas suppliers.
Under normal operating conditions, up to 500 million cubic feet can be withdrawn each day for a two-
week period, with withdrawals at lower rates thereafter.

Fuel oil is stored at all nineteen of the principally gas-fueled generating stations. At December 31,
1993, the System Companies had fuel oil storage capacity sufficient to accommodate approximately
6.6 million barrels of oil, with approximately 2.4 million barrels of oil in inventory. Fuel Company has



Item 1. BUSINESS (Continued).

FUEL SUPPLY AND PURCHASED POWER — (Continued)

access to an oil pipeline and owns a terminal facility to provide for more dependable and efficient
movement of oil. Gererally, oil required to replenish that oil removed from storage will be obtained
through purchases in the open market,

Lignite/Coal

Lignite is used as the primary fuel in two units in service at the Big Brown generating station (Big
Brown), three units at Monticello, three units at the Martin Lake generating station (Martin Lake) and
one unit at the Sandow generating station (Sandow), having an aggregate net capability of 5,845 MW,
Two other lignite-fuelcd units, with an aggregate net capability of 1,500 MW, are included in the
current Resource Plan (see Peak Load and Capability and Item 2. Properties — Construction
Program). The Company’s lignite units have been constructed adjacent to surface mined lignite
reserves. At the present time, the Company owns in fee or has under lease an estimated 863 miilion
tons of proven reserves dedicated to existing power plants or planned future power plants. Mining
Company owns, leases and operates equipment to remove the overburden and to recover lignite. One
of the Company's lignite units, Sandow 4, is fueled from lignite deposits owned by Alcoa, which
furnishes fuel at no cost to the Company for that portion of energy generated from such unit which
is equal to the amount of ener; - elivered to Alcoa (see Item 6. Selected Financial Data — Operating
Statistics).

Lignite production operations at Big Rrown, Monticello and Martin Lake are accompanied by an
extensive reclamation program which returns the land to productive uses such as wildlife habitats,
commerzial timberland and pasture land. Similar programs are planned for future lignite-fueled
production operations. For information concerning federal and state laws with respect to surface
mining, see Environmental Matters.

The Company supplemented Company-owned lignite fuel at its Monticello plant with western coal
from the Powder River Basin (PRB) in Wyoming during five months of 1993. The coal was purchased
and transported on an "as-available, as-required” basis. Because current mine capacity in the PRB is
greater than the demand ai this time, ample amounts of western coal are available on the spot market
at favorable prices. Fuel requirements at Monticello were reduced as a result of the November 1993
collapse of the emissions chimney at Unit 3. Consequently, deliveries of western coal were
discontinued and lignite mining operations at the Monticello mines were reduced. When Unit 3
returns to service, lignite mining operations and western coal deliveries at Monticello will resume in
order 1o supply the required fuels. Further, the Company is also actively considering the use of
western coal as a supplemental fuel at its other existing lignite-fueled plants and as a long-term
alternative fuel for existing and future units. For information concerning applicable air guality
standards, see Environmenial Matters.

Nuclear
The Company owns and operates two nuclear-fueled generating units at the Comanche Peak

nuclear generating station (Comanche Peak), each of which is designed for a net capability of 1,150
MW. (See Peak Load and Capability.)



Item 1. BUSINESS (Continued).

FUEL SUPPLY AND PURCHASED POWER -~ (Continued)

The nuclear fuel cycle requires the mining and milling of uranium ore to provide uranium oxide
concentrate (U,0,), the conversion of U,0, to uranium hexaf'uoride (UF,), the enriciment of the UF,
and the fabrication of the enriched uranium into fuel assemblies. The Company has on harn.’ or has

contracted for the raw materials and services it expects to need for its nuclear units through the years
shown below:

Uranium Conversion Enrichment Fabricatiop
2001 2003 2014 2002

The Company expects to meet its U,0, requirements through the years shown above from inventory
on hand and amounts under contract, Although the Company cannot predict the future availability
of uranium and nuclear fuel services, the Company does not currently expect to have difficulty
obtaining U,O, and the services necessary for its conversion, enrichment and fabrication into nuclear
fuel for years later than those shown above,

The National Energy Policy Act of 1992 (Energy Act) has provisions for the recovery of a portion
of the costs associated with the decommissioning and decontamination of the gaseous diffusion plants
used to enrich uranium for fuel. These costs are being recovered in fees paid to the Department of
Energy as determined by the Secretary of Energy. The total annual assessment for all domestic
utilities is capped at $150 million per federal fiscal year assessable for fifteen years. The Company’s
share, as established by the Department of Energy, is estimated to be $1.3 million per year.

The Nuclear Waste Policy Act of 1982, as amended (NWPA), provides for the development by the
federal government of interim storage and permanent disposal facilities for spent nuclear fuel and/or
high level radioactive waste materials. The Company is unable to predict when the federal government
will be able to provide such storage and disposal facilities. Under provisions of the NWFPA, funding
for the program is provided by a one-mill per kWh fee currently levied on electricity generated and
sold from nuclear reactors, including the Comanche Peak units, Onsite storage capacity for spent fuel
is sufficient to accommodate the operation of Comanche Peak for approximately 10 years and this
storage capacity can be increased, subject to approval by the Nuclear Regulatory Commission (NRC).

Purchased Power

In 1993, the Company purchased 12,432 million kWh or approximately 14% of its energy
requirements and had available 1,771 MW of firm purchased capacity, or approximately 8%, of net
capability under contract at the time of peak load. The Company may acquire purchased power
capacity in the future to accommodate a portion of system load and continues to investigate potential

available sources. For information concerning the Resource Plan, see Peak Load and Capability and
Note 12 to Financial Statements.

General
The Company is no. able to predict: (i) whether or not problems may be encountered in the future

in obtaining the ‘uci and purchased power it will require, (ii) the effect upon its operations of any
difficulty it may experience in protecting its rights to fuel and purchased power now under contract,



ftem 1. BUSINESS (Continued),

FUEL SUPPLY AND PURCHASED POWER — (Concluded)

or (iii) the cost of fuel and purchased power. All reasonable costs of fuel and purchased power are
generally recoverable subject to the rules of the PUC. (See Regulation and Rates for information
pertaining to the method of recovery of purchased power and fuel costs.)

REGULATION AND RATES
Regulation

Texas Utilities and its subsidiaries, including the Company, are exempt from the provisions of the
Public Utility Holding Act of 1935, except Section 9(a)(2) which relates to the acquisition of securities
of public utility companies.

The Company does not transmit electric energy in interstate commerce or sell electric energy at
wholesale in interstate commerce, or own or operate facilities therefor, and its facilities are not
connected directly or indirectly to other sy .tems which are involved in such interstate activities, except
during the continuance of emergencies permitting temporary or permanent connections or under order
of the Federal Energy Regulatory Commission (FERC) exempting the Company from jurisdiction
under the Federal Power Act. In view thereof, the Company believes that it is not a public utility as
defined in the Federal Power Act and has been advised by its counsel that it is not subject to general
regulation under such Act.

The PUC has original jurisdiction over electric rates and service in unincorporated areas and those
municipalities that have ceded original jurisdiction to the PUC and has exclusive appellate jurisdiction
to review the rate and service orders and ordinances of municipalities. Generally, the Texas Public
Utility Regulatory Act prohibits the collection of any rates or charges (including charges for fuel) by
a public utility that does not have the prior approval of the PUC. The provisions for inclusion of
construction work in progress (CWIP) in rate base provide that such inclusion is an exceptional form
of rate relief to be granted only when necessary to the financial integrity of the utility and that it shall
not be included for major projects to the extent they have been imprudently planned or managed.

The construction of new production facilities of the Company is subject to PUC certification. In
January 1992, the PUC approved Notice of latent (M T) applications which were filed by the Company
in June 1991 for 1,512 MW of combustion turbines and 650 MW of coal-fired generation. An NOI is
the first step of a process for PUC approval for construction of utility plant. Certain intervenors in
the NOI proceeding appealed the PUC's approval. On November 23, 1993, the 126th Judicial District
Court of Travis County, Texas announced its decision to reverse and remand the PUC’s approval;
however, the court has not yet issued a judgment. The Company will decide about an appeal after the
judgment is issued. (See Peak Load and Capability and Item 2. Properties — Construction Program.)

The Company is subject to the jurisdiztion of the NRC with respect to nuclear power plants. NRC
regulations govern the granting of licenses for the construction and operation of nuciear power plants
and subject such plants to continuing review and regulation.




ftem i, BUSINESS (Continued),

REGULATION AND RATES — (Continued)

In August 1992, following action by the NRC staff which extended the consiruction permit for
Comanche Peak Unit 2, an Atomic Safety and Licensing Board (ASLB) was established to determine
whether proposed intervenors have standing to intervene and, if so, whether valid issues exist to
necessitate a hearing to determine if there was a good cause to extend such construction permit. In
December 1992, the ASLB issued an order denying a hearing on these petitions, and the proposed
intervenors have taken actions to appeal this decision. In April 1993, the NRC denied such appeals,
and two of the proposed intervenors petitioned the U.S. Court of Appeals for the District of Columbia
Circuit to grant a summary reversal of the NRC order and stay the operating license, On February 24,
1994, the appeal was voluntarily dismissed.

The Company is also subject to various other federal, state and local regulations. (See
Environmental Matters.)

Fuel Cost Recovery Rule

Pursuant to 8 PUC rule governing the recovery of fuel costs, the recovery of the Company’s eligible
fuel costs is provided through fixed fuel factors. The rule allows a utility’s fuel factor to be revised
upward or downward every six months, according to a specified schedule. Each six months, a utility
is required to petition to make either surcharges or refunds to ratepayers, together with interest based
on a twelve month average of prime commercial rates, for any material cumulative under- or over-
recovery of fuel costs. If the cumulative difference between the under- or over-recovery, plus interest,
is in excess of 4% of the annual estimated fuel costs most recently approved by the PUC, it will be
deemed to be material. Accordingly, in August 1993, the Company petitioned the PUC for a recovery
of approximately $144.5 million, including interest, in under-collected fuel costs through June 30, 1993
which were due primarily to increased natural gas costs. The PUC approved the recovery of such costs
in the final order in Docket 11735. The recovery will be offset by the refund of the difference between
bonded rates and rates approved in the final order. (See Docket 11735 below, Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operation and Note 11 to Financial
Statements.)

The fuel cost recovery rule also contains a procedure for an expedited change in the fixed fuel
factor in the event of an emergency. Final reconciliation of fuel costs must be made either in a
reconciliation proceeding, which may cover no more than three years and no less than one year, or in
a general rate case. In a final reconciliation, a utility has the burden of proving that fuel costs under
review were reasonable and necessary to provide reliable electric service, that it has properly
accounted for its fuel-related revenues, and that fuel prices charged to the utility by an affiliate were
reasonable and necessary and not higher than prices charged for similar items by such affiliate to other
affiliates or nonaffiliates. In addition, the rule provides for recovery of purchased power capacity costs
with respect to purchases from qualifying facilities, to the extent such costs are not otherwise included
in base rates. Recovery is made on a monthly basis through a Power Cost Recovery Factor (PCRF).
The energy-related costs of ruch purchases are included in the fixed fuel factor. Penalties of up to 10%
will be imposed in the event an emergency increase has been granted when there was no emergency
or when collections under the PCRF exceed PCRF costs by 10% in any month or 5% in the most
recent twelve months.



Item 1, BUSINESS (Continued).

REGULATION AND RATES — (Continuved)

Docket 11735

In January 1993, the Company made applications to the PUC (Docket 11735) and to its municipal
regulatory authorities for upward adjustments in rates for electric service throughout its service area,
which would have increased annual operating revenues by approximately $760 million, or 15.3%, based
upon the test year ended June 30, 1992. Such request reflected, among other things, costs associated
with Comanche Peak Unit 2, costs associated with Comanche Peak Unit 1 after the end of the Docket
9300 (see below) test year, additional ad valorem taxes and certain postretirement benefit costs. In
August 1993, pursuant to rules of the PUC, the Company placed its requested rate increase into effect,
under bond and subject to refund with interest, applicable to energy sales on and after such date.
Revenues were recorded net of an estimated reserve for possible refunds.

In October 1993, the PUC issued an order (Order) approving the terms of an agreement
(Settlement Agreement) among the Company, the General Counsel's office of the PUC and applicable
intervenors which, among other things, settled all remaining issues relating to the design, construction
#nd cost of Comanche Peak through commencement of commercial operation of Unit 2. The
Settlement Agreement provided for the disallowance in Docket 11735 of §250 million of costs relating
to the completion of Comanche Peak. Pursuant to the Order, the Cowgany refunded $5 million in fuel
charges previously incurred in order to resolve the fuel phase of Docket 11735 under which the
Company was seeking reconciliation of approximately $4.6 billion o1 fuel costs incurred during the
three year period ended June 30, 1992, under the fuel rule in effect prio. *» May 1993. Further, in
order to resolve the primary issue in another proceeding which resulted from a v>mplaint filed against
the Company iz October 1992 by the General Counsel’s office of the PUC, as a t.sult of the Order,
the Company agreed to write off $83 million of allowance for funds used durin; construction
(AFUDC), which consisted of the amount subject to dispute in such proceeding and si1iilar charges
subsequently accrued. Also, under the Settlement Agreement and confirmed in the Dor".et 11735 final
order (see below), the Company will recover, ratably over an eight year peri.d, $197 million of
operation atd maintenance expenditures incurred by the Company in connectin with it~ recent cost
reduction program. However, an additional $25 million of such expenditures will not be subject to
recovery and was written off by the Company. As a result of the Settlement Agrc ement, the Company
recorded a charge against earnings in September 1993 of approximately $363 milucn ($265 million
after tax).

On January 28, 1994, the PUC issued a fina! order in Docket 11735 which provided for a total
annual revenue increase of approximately $435 million, or 8.7%. The Company strongly disagrees
with the final order and has filed a motion for rehearing with the PUC, and will appeal the outcome,
if necessary. As a result of this final order, unless the order is changed on rehearing, the Company will
refund the difference between the bonded rates and the rates approved in the final order, including
interest, all of which is being fully reserved by the Company. The total amount to be refunded will be
determined once approved rates have been implemented, which is expected to be during the second
quarter of 1994. The amount to be refunded at Dece.nber 31, 1993 was approximately $141.2 million.
Such refund will be mitigated by a fuel cost surcharge approved by the PUC of approximately $144.5
million, including interest, in under-collected fuel costs through June 30, 1993. (See Fuel Cost
Recovery Rule).

in November 1993, an intermediate appellate court in Texas, considering an appeal of another



Item 1. BUSINESS (Continued).

REGULATION AND RATES - (Concluded)

utility’s rate case, ruled that utilizing tax benefits generated by costs not allowed in rates to reduce
rates charged to customers was required by prior court ;ulings for all disallowed costs, including capital
costs. The Company believes that such rulings are erroneous and not consistent with the Texas Public
Utility Regulatory Act. According to a Private Letter Ruling issued to the Company by the Internal
Revenue Service (IRS) with respect to investment tax credits, such ratemaking treatment, 10 the extent
related to property classified for tax purposes as public utility property, would result in a violation of
the normalization rules contained in the Internal Revenue Code of 1986, as amended (Code).
Violation of the normalization rules would result in a significant adverse effect on the Company's
results of operation and liquidity. The tax benelits associated with the Comanche Peak costs
disallowed in Docket 9300 (see below) could be affected as a result of the court's method. In addition,
in its finai order in Docket 11735, the PUC reduced rates for the tax benefits generated by certain costs
which were not allowed in rates. However, the PUC recognized the potential for a normalization
violation if imvestment tax credits and tax depreciation generated by disallowed plant costs are used
to reduce rat.s. Therefore, the PUC ordered the Company to obtain a Private Letter Ruling from the
IRS with respect to tax depreciation on disallowed plant. Thus, the Company’s rates would not reflect
the tax drpreciation benefit of disallowed plant unless the IRS rules such benefits can be utilized to
reduce rates without violating the normalization rules contained in the Code. Such a finding by the
IRS woald require the Company to refund the tax depreciation benefits to its customers. The
Compay does not believe it is likely that such refund will occur if the IRS maistains a position similar
1o that stated in its previous Private Letter Ruling to the Company.

Docket 9300

In September 1991, the PUC issued a final order in the Company's prior rate case (Docket 9300),
which provided for a total revenue increase of approximately $442 million and included $695 million
of CWIP in rate base to support the revenue increase, It also included a prudence disallowance of
$472 million with respect to certain Comanche Peak costs relating to 87.8% of the Company's
ownership interest in both units of Comanche Peak. With respect to the Company’s reacquisition of

the remaining 12.2% minority owner interests in Comanche Peak, the order included an additional
disallowaace of $909 million.

In November 1991, the Company filed a petition in the 250th Judicial District Court of Travis
County, Texas, requesting a reversal and remand of the Docket 9300 final order. Other parties to the
PUC proceeding also filed appeals with respect to various portions of the order. In September 1992,
after a hearing, the Court entered a judgment in the appeals which affirmed the prudence disallowance
of $472 million but reversed and remanded to the PUC for reconsideration those portions of the PUC's
final order providing for additional disallowances aggregating $884 million with respect to the
Company's reacquisition of minority owner interests in Comanche Peak. The Court recognized that
on remand the PUC may adjust the amount of CWIP included in the Company's rate uase to be
consistent with the PUC’s redeterminations regarding the minority owner reacquisitions and the
amount of cash working capital. Therefore, the Company does not expect this judgment to affect the
rates approved in the Docket 9300 final order. Other parties to this suit have appealed this judgment.
The Company disagrees with certain portions of this judgment and also has appealed. It is unable 1o
predict the outcome of such appeals and any reconsiderations by the PUC.

10



Item 1. BUSINESS (Continued).

COMPETITION

The electric utility industry in general has become, and is expected to be, increasingly competitive due
to a variety of regulatory and economic developments. The level of competition is affected by, among other
things, price, reliability of service, the cost of energy alternatives, new technologies and governmental
regulations. The Company's electric business is exposed to certain competitive forces in varying degrees.

The Company, like the electric industry generally, faces increasing competition in the supply of bulk
power at wholesale. Electric utilities have historically sought to sell surplus capacity and energy outside
their traditional service territories. The Energy Act was designed, among other things, to foster competition
in the wholesale market by (a) facilitating, through amendments to the Public Holding Company Act of 1935,
the ownership and operation of generating facilities by "exempt wholesale generators” (which may include
independent power producers as well as affiliates of electric utilities) and (b) authorizing, through
amendments to the Federal Power Act, the FERC uander certain conditions to order utilities which own
transmission facilities to provide wholesale transmission services to or for other utilities and other entities
selling electric energy. While the Company has experienced competitive pressures in the wholesale market,
resulting in a minor loss of load, wholesale sales constitute a relatively low percentage of total sales. See
Item 6. Selected Financial Data - Consolidated Operating Statistics.

The legislatures and/or the regulatory commissions in several states have considered or are considering
*retail wheeling" which, in general terms, means the transmission by an electric utility of energy produced
by another entity over its transmission and distribution system to a retail customer in such utility's service
territory. A requirement to transmit directly to retail customers would have the result of permitting retail
customers to purchase electric capacity and energy from, at the election of such customers, the electric utility
in whose service area they are located or from any other electric utilities or independent power producers.
This issue has not been actively pursued in the Texas legislature or by the PUC.

The Company generally has the right, through PUC certification, to provide electric service to the public
within its service arca. However, some energy consumers in its servize area have the ability to produce their
own electricity or use alternative forms of energy. Additionally, the Company operates in some dually
certified arecas with other utilities,

The Company is unable to predict the extent of future competitive developments or what impact, if any,

such developments may have on its operations.
ENVIRONMENTAL MATTERS

The System Companies are subject to various federal, state and local regulations dealing with air and
water quality and related environmental matters (see Item 2. Properties — Construction Program for
environmental expenditures).
Air

Under the Texas Clean Air Act, the Texas Natural Resource Conservation Commission (TNRCC),

formerly the Texas Air Control Board and the Texas Water Commission, has jurisdiction over the
permissible level of air contaminant emissions from generating facilities located within the State of

11



ftem 1. BUSINESS (Continued).

ENVIRONMENTAL MATTERS — (Continued)

Texas. In addition, the new source performance standards of the Environmental Protection Agency
(EPA) promulgated under the federal Clean Air Act, as amended (Clean Air Act), which have also
been adopted by the TNRCC, are applicable to such generating units, the construction of which
commenced after September 18, 1978, The Company’s generating units have been constructed to
operate in compliance with current regulations and emission standards promulgated parsuant 1o these
Acts; however, due to variations in the quality of the lignite fuel, operation of certain of the
lignite-fueled generating units at reduced loads is required from time to time in order to inaintain
compliance with these standards. Planned future generating facilities have received state and federal
permits and are designed to comply with applicable statutes and regulations.

The Clean Air Act includes provisions which, among other things, place limits on the sulfur dioxide
emissions produced by generating units. The Clean Air Act requires that fossil-fueled plants meet new
sulfur dioxide emission standards by 1995 (Phase I) and additional sulfur dioxide emission standards
by 2000 (Phase I1). The Company's generating units are not affected by the Phase I requirements. The
applicable Phase Il requirements currently are met by 52 out of 56 of the Company’s generating units.
Because the sulfur dioxide emissions from the other four units are relatively low and alternatives are
available to enable these units to reduce sulfur dioxide emissions or utilize compensatory reduction
allowances achieved in other units, compliance with the applicable Phase I1 sulfur dioxide
requirements is not expected to have a significant impact on the Company. In January 1993, the EPA
issued its "core” regulations to impiement the sulfur dioxide reduction program. The Company is
preparing compliunce plans in accordance with the regulations.

To meet these sulfur dioxide requirements, the Clean Air Act provides for the annual allocation
of sulfur dioxide emission allowances to utilities. Under the Clean Air Act, utilities are permitted to
transfer allowances within their own systems and to buy or sell allowances. The EPA grants a maximum
number of allowances annually to the Company based on the amount of emissions from units in
operation during the period 1785-1987. The Clean Air Act also provides that the Company will be
granted additional annual allowances for certain Company units under construction based on part of
their anticipated emissions. The Company intends to utilize internal allocation of emission allowances
within its system and, if it is cost effective, may purchase emission allowances to enable both existing
and future electric generating units to meet the requirements of the Clean Air Act. The Company is
unable to predict the extent to which it may generate excess allowauces or will be able to acquire
allowances from others if needed.

Other provisions of the Clean Air Act may require the Company to take other actions. The
Company’s lignite-fired generating units meet the nitrogen oxide limits currently required by the Clean
Air Act. The requirements of the Clean Air Act for ozone nonatiainment areas may require nitrogen
oxide emission reductions at the Company’s natural gas-fired units in the Dallas-Fort Worth area. The
Clean Air Act also requires studies over a four year period by the EPA 10 assess the potential for toxic
emissions from utility boilers. The Company is unable to predict either the results of such studies or
the effects of any sebsequent regulations. Continuous emission monitoring systems are required by the
Clean Air Act to be installed by 1995 on most of the Company’s fossil-fueled units. Installation began
in 1992 and is expected to be completed as required.

12



Items 1. BUSINESS (Continued).

ENVIRONMENTAL MATTERS — (Continued)

Only certain parts of the regulations implementing the Clear Air Act have been published as final
rules. Until more of these regulations have been promulgated and specific state requirements
developed, the Company will not be able tc fully determine the cost or methed for compliance for
these requirements. The Company believes that it can meet the requirements necessary to be in
compliance with these provisions as they are developed. Estimates for the capital requirements related
to the Clean Air Act are included in the Company’s estimated construction expenditures. Any
additional capital costs, as well as any increased operating costs associated with new requirements or
compliance measures, are expected to be recoverable through rates, as similar costs have been
recovered in the pasi

Water

[he TNRCC and the EPA have jurisdiction over all water discharges (including storm water) from
all System Companies’ facilities. The Company's facilities presently in operation have been
constructed to operate in compliance with applicable state and federal requirements relating to
discharge of poliutants into the water. The Company, Fuel Company, and Mining Company have
obtained all required waste water discharge permits from the TNRCC and the EPA for [acilities in
operation and have applied for or obtained all such permits for facilitie under construction. The
Company, Fuel Company, and Mining Company belicve they can satisfy the requirements necessary
to obtain any required permits or renewals

Diversion, impoundment and withdrawal of water for cooling and other purposes are subject to the
jurisdiction of the TNRCC. The Company possesses all necessary permits for these activities from the
INRCC for its present operations and plants under construction

Other

Federa! legislation regulating surface mining was enacted in August 1977 and regulations
implementing the law have been issued. Mining Company's lignite mining operations are currently
regulated at the state level by the Railroad Commission of Texas, with oversight by the United States
Department of the Interior’s Office of Surface Mining, Reclamation and Enforcement Surface
mining permits have been issued for current Mining Company operations that provide fuel for Big
Brown, Monticellc and Martin Lake

Mrestment, storage and disposal of solid and hazardous waste are regulated at the state level under
the Texas Solid Waste Disposal Act and at the federal level under the Resource Conservation and
Recovery Act of 1976, as amended (RCRA). The EPA has issued regulations under the RCRA and
the TNRCC has issued regulations under the Texas act applicable to Company facilities. The
Company has registered its solid waste disposal sites and has obtained or applied for such permits as
are required by such regulations

Under the federal Low-Level Radicactive Waste Policy Act of 1980, as amended, the State of Texas
{s required to provide by 1996, either on its own or jointly with other states in a compact, for the
disposal of all low-level radioactive waste generated within the state. The State of Texas is taking steps
to site, construct and operate a low-level radiooactive waste disposal site by 1996 and submitted a

1

license application in March 1992 for a low-level waste disposal facility. The State of Texas has




Item 1. BUSINESS (Concluded),

ENVIRONMENTAL MATTERS — (Concluded)

entered into an agreement with other states in its region to take and dispose of all low-level radioactive
waste from Texas for the period January 1, 1993 through June 30, 1994, It is expected that such
material will be stored on-site until other facilities are available.

14



Item 2. PROPERIES,

At December 31, 1993, the Company owned or leased and operated the following units:

Electric Net

Genersting Capability
—te Josl Soures ——n... 2
47 Natural Gas (a) ......... 11,936 56.7
G Lignite/Coal (b) ......... 5,845 27.7
2 T G e e e, T 2,300 10.9
10 MR : i ilnaws 50 00 T o e 20 0.1
15 Combustion Turbines (c) .. 975 4.6
BRI v » 27 @ saiv ey AT 21,076 100.0
e TSRS

(a) Thirty-eight natural gas units are designed to operate on fuel oil for short periods whea gas supplies are interrupted
or curtailed. Five natural gas units are designed to operate on fuel oil for extended periods.
(b) Includes the Monticello Unit 3 (750 MW).

(¢) Natural gas units leased and operated by the Company. Such units are designed to operate on fuel oll for extended
periods,

The principal generating facilities and load centers of the Company are connected by 3,861 circuit
miles of 345,000 volt transmission lines and 9,098 circuit miles of 138,000 and 69,000 volt transmission
lines.

The Company is connected by six 345,000 volt lines to Houston Lighting & Power Company; by
three 345,000 volt, eight 138,000 volt and nine 69,000 volt lines to West Texas Utilities Company; by
two 345,000 volt, seven 148,000 voit and one 69,000 volt lines to the Lower Colorado River Authority;
by four 345,000 volt and eight 138,000 volt lines to the Texas Municipal Power Agency; and at several
points with smaller systems operating whollv within Texas. The Company is a member of the Electric
Reliability Council of Texas (ERCOT), an intrastate network of investor-owned entities, cooperatives
and public entities. ERCOT is the regional reliability coordinating organization for member electric
power systems in Texas.

The generating stations and other important units of property of the Company are located on lands
owned primarily in {ee simple. The greater portion of the transmission and distribution lines of the
Company, and of the gas gathering and transmission lines of Fuel Company, has been constructed over
lands of others pursuant to easements or along public highways and streets as permitted by law. The
rights of the System Companies in the realty on which their properties are located are considered by
them to be adequate for their use in the conduct of their business. Minor defects and irregularities
customarily found in titles to propertics of like size and character may exist, but any such defects and
irregularities do not materially impair the use of the properties affected thereby. The Company and
Fuel Company have the right of eminent domain whereby they may, if necessary, perfect or secure
titles to privately held land used or to be used in their operations. Electric plant of the Company is
generally subject to the liens of its mortgages,

15



Item 2. PROPERTIES (Countinued).

During the period from January 1, 1991 to December 31, 1993, the Company made gross property
additions of approximately $6,321,587,000 and retirements of property aggregating approximately

$162,921,000. Such gross additions amounted to approximately 24.5% of electric plant at December
31, 1993.

CONSTRUCTION PROGRAM

The Company has taken steps to substantially reduce construction expenditures from amounts
previously estimated. Such expenditures, excluding AFUDC (see Note 1 to Financial Statements), are
presently estimated at $363 million for each of the years 1994, 1995 and 1996. The Company is subject
to federal, state and local regulations dealing with environmental protection (see Item 1. Business —
Environmental Matters). Expenditures for construction to meet the requirements of such regulations
at existing generating units are estimated to be $55 million for 1994 and were approximately $34
million for 1993, $25.4 million for 1992 and $10.4 million for 1991,

The Company’s Resource Plan includes two lignite-fueled 750 MW units at Twin Oak currently
scheduled for service for the peak seasons of 2000 and 2001, respectively, However, estimated
construction expenditures, excluding AFUDC, for the 1994-1996 period do not include any significant
amounts for the resumption of construction of these units. Active construction and the ac-rual of
AFUDC on Twin Oak, suspended in 1987 due to forecast changes in load growth, would need to
resume in 1996 in order to meet the current schedule. Assuming the units are financed by the

Company using traditional methods, approximately $210 million would be added to construction
expenditures in 1996,

The Company’s Resource Plan also includes 1,502 MW of gas/oil-fueled combustion turbine units
(including 272 MW of simple cycle corabustion turbines planned for completion during the peak season

of 1999), none of which requires significant construction expenditures in the 1994-1996 period
reflected above.

The reevaluation of growth expectations, the effects of inflation, additional regulatory
requirements, and the availability of fuel, labor, materials and capital may result in changes in
estimated construction costs and dates of completion. Commitments in connection with the
construction program, are generally revocable subject to reimbursement to manufacturers for
expenditures incurred or other cancellation penalties. (See Item 1. Business — Peak Load and
Capability.)

For information regarding (inancing of the construction program, see Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operation.
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Item 2. PROPERTIES (Concimded)

THE COMPANY SYSTEM

December 31,1993
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Item 3. LEGAL PROCEEDINGS.,

In November 1991, Sheree Anne Meyer, as custodian for Adam Joseph Davenpon, allegedly as a
shareholder of Texas Utilities, filed suit in the United States District Court for the Northern District
of Texas derivatively on behalf of Texas Utilities and the Company against Texas Utilities and the
Company as nominal defendants and J. 8. Farrington, Erle Nye, James K. Dobey, Jack W. Evans,
william M. Griffin, Margaret N. Moxey, James A. Middleton, Charles R. Perry and William H. Seay,
directors of Texas Utilities, and James H. Zuw.berge, a former director of Texas Utilities, S. S. Swiger,
a former officer of Texas Utilities, and T. L. Baker, an officer of the Company. The plaintiff alleges
breaches of fiduciary duty and negligence primarily relating to Comanche Peak, which the plaintiff
claims have resulted in damages in an amount not less than $1.381 billion. In December 1991, the
Court entered an order which stayed this suit until thirty days after entry of a final judgment by the
District Court in the Company’s appeal of the final order of the PUC in Docket 9300. In September
1992, a final judgment in this appeal was entered by the District Court. (See Item 1. Business —
Regulation and Rates.) The plaintiff refused to extend the stay pending the appeals of this judgment
and Texas Utilities moved to extend the stay through resolution of the appeals or alternatively to
dismiss the suit. In December 1992, this suit was consolidated with a similar suit brought against Texas
Utilities by another alleged shareholder. In January 1993, the Court entered an order which stayed
the consolidated suit until thirty days after the disposition of all appeals from the final order of the
PUC in Docket 9300. (See Item 1. Business — Reguiation and Rates.)

ftem 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS,
None.
PART 11

Item . MARKET FOR REGISTRANT’'S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS.

All of the Company's common stock is owned by Texas Utilities.

Reference is made to Note 5 to Financial Statements regarding limitations upon payment of
dividends on common stock of the Company.

18




Yivun By

Item 6. SELECTED FINANCIAL DATA,

FINANCIAL STATISTICS
Year Ended December 31,
1993 1992 1991° 1996 1989
(Dollars in Thousands)
Total assets —end Of YEAT . ... .oovvriisriririsrenannn $19870,990 $17,962,812  $17,093474  $17,387.276 $16,173,648
Electric plant ~ gross — end of year . ........ocooaveiin $22,680,508  $21,957,681  $20,865,047  $19,693,580 $18,116,758
Accumulated depreciation and amortization — end of year . 4,233,720 3,790,626 3,417,886 3,038,302 2,762,101
Reserve for regulatory disallowances — end of year .. ... 1,308 460 1,308,460 1,308,460 - —
Construction expenditures (including allowance for
funds used during CORBLIUCHION) . ..o vovcne i 841,181 1,107,555 1,195,680 1,431,647 1,793,890
Capitaiization ~ end of year
Long-term debt . ... ..ooivivssiaisinssiinisniinans $ 7,607,090 § 7,280301 § 7,283,626 § 6,750,635 $ 6,079,503
Preferred stock:
Not subject to mandatory redemption . ... .....ovvves 1,083,008 909,564 1,007,728 1,007,728 1,607,732
Subject to mandatory redemption .. ..., oo 396,917 418,748 425,758 426,737 329,009
Common Stock Uity . ... cvovisrrarirraariirrinas 6,029,217 6,198,208 5,741,437 6,452 690 5,814,013
WAL & o 5lic 07 016 5 oa RS A S0 S0 wRHE LAY 5 & $15.116,232 514806821  $14,428,549  $14,637,79% $13,230,257
et e S e
Embedded intorest cost on long-term debt — end of year . ... B8.8% 9.2% 9.7% 9.8% 9.8%
Embedded dividend cost on preferred stock — end of year .., 7.6% £.4% B3% 8.6% 8.3%
Income (loss) before cumulative effect of a changs
in accounting PrNCIPe ... ... iiiaiiasriai s $476,526 $740,216 $(289,173) $964,276 $886,176
Cumulative effect of & change in accounting for unbilled
1evenue (Net of taxes of $41,679,000)(Note 13) ......... - 80,907 - - -
Net income (1088) . ....ooovvevinns § 94 160 AwsEia 408 2 e $476,526 $821,123 $(289,173) $964,276 $886,176
sEassnsm —mm———= smmmssT s e
Dividends declared on common $tock . ..o $707,382 $645 260 $ 650,940 $607,230 $542,298
Ratio of carnings to fixed charges . .......c.ooveiiviaiey 20 23 03 2.5 26
Allowance for funds used during construction as
percent of carnings to common SOCK . . ... 729% 43.3% - % 7.1% 65.1%
Return on aversge common stock equity . ... ..o 5.9% 11.8% (6.7)% 13.8% 14.0%

®  Certain financiel statistics for the years

rate orders issued by the Public Utility Commission of Texas in Dockets 11

Statements.)
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1993 and 1991 were affected by the Compeny recording regulatory disallowsnces in the
735 and 9300, respectively. (See Note 11 to Fisanr'al



Item 6. SELECTED FINANCIAL DATA (Concluded).

OPERATING STATISTICS
Year Ended December 31,
1993 1992 1991 1990 1989
ELECTRIC ENERGY GENERATED AND
PURCHASED (MWh)
Generated —net station output ... ....ovvviviass 79,105,495 74,652,339 76326601 76,044,403 74925395
Purchased and net interchange .. .............. ... 12,431,763 11,417,251 11,027,061 12,179,724 12,588,899
Total generated and purchased .., .............. 91,537,258 86,069,590 87,353,662 B8,224,127 87514294
Company use, losses and unaccounted for ,......... 6,347,232 5,747,156 4,996,123 4,496,294 557,768
Total clectric energy sales .........ovvvvvirvais 85,190,026 80,322,434 82,357,539 83727833  B1541526
e e
ELECTRIC ENERGY SALES (MWh)
DRI, €50 o6 208 #40 dd  Betd SR pon Bh e 48 20992945 27266411 28505888 28,157,802 27,294,613
ORI <. 500 508 w0 0:5% ¢ 4405 4y P wd 1 NE g 23911679 22959464 23012114  23429,101 22,339,351
T R e e e T T 21,333,748 21,108,894 21482750 21839196 21377542
Government and municipal .. . ..., 5,315,258 5,032,780 5,056 868 4,914,503 4,683,259
Total general Dusiness .........covvnvvvnnnciss 80,552,630 76,367,349 78,057,617 78340602 75894765
AT ASNIIE MEEIEIAE o o <o 5065 an s nuoovisnssavcns 4,636,396 3,954 885 4,299,922 5,387,231 6,047,761
Total electric energy sales .. .......ooviuveinin 85,190,026 B0,322,434 82,357,539
SeSucEwrm | 0 ommmooTTy gmosmummTE
OPERATING REVENUES (thousands)
L S TP S $2,236469  $1,995767  $2,04342%  $18B59239  $1.752,679
ORI =« 52 v 6% 55 busk-ab bt Vv md S8 b Rk A s 1,489,691 1,408,546 1,391,995 1,266,030 1,228,672
R R R e e 859,638 849,365 852,952 801,821 £17,802
Government and municipal . ... ... ... .00 338,758 304,286 303,597 273,59 251,941
Total general business . .. .......coovviviiiiens 4,924,556 4,554,964 4,591,965 4,200,686 4,051,094
Otbarelectrie whilltlng . .. . covovissanssosnnsanny 227,938 209,170 228,078 232,755 245 821
Total from electric energy saies . . .. .....o0vveyis 5,152,494 4,764,134 4,820,040 4433441 4,296,915
Other operating revenues (including wnbilled revenue
and over/under-recovered fuel revenue)® .. ....... 256,662 142,561 71,482 10747 21,650
Total Operating revenues .. ............-. $5,409,156 34,906,698 34891522 $4.540,915  $4,318,565
ooy SSUmEEDE Ssonmmans
ELECTRIC CUSTOMERS (end of year)
IRENED s 5 5n Ak 04k /aoh b AN A S b e W8 R 8 1,986,946 1,952,916 1,921 119 1,900,005 1,875,524
AR = 3 5 754 2% ohis Ak 49 8 Qon e F o walis 215,621 210,185 205,558 205,359 210,824
DRI s o5 03 £5 bariins aareh b d vt nad gy v 21,716 21.96% 22,156 22214 22,004
Government and municipal . . .. ... .ooviiiirinires 28,558 28,204 7,719 24,538 23434
Total general buginess . .............ooveuinie. 2,252,838 2,213,274 2,176,549 2,152,116 2,131,806
Other electric utilities . .. .............c0vvivinuns 228 43 U7 63 64
Total electric CUBIOMETE . . . ... v v vvrvvrrrssosins 2,253,066 2,213,51 2,176,796 2,152,179 2,131,870
o sEmen SEmmems ssmmmmms smmem=ss
RESIDENTIAL STATISTICS (excludes master-metered
customers, kWh sales and revenues)
Average kKWh per customer ... .....ooocvnirnsirns 14,459 13,329 14,099 14,050 13,754
Average revenve per kWh ... ... .. ...iiianas 7.78¢ TAlg 7.26¢ 6.69¢ 6.50¢
Industrial classification includes service to Alcos-Sandow:
Blectric energy sales (MWh) .. ......0ovieinniny 3,166,797 3,157,852 3,359,824 3517431 3,276,302
Operating revenues (thousands) . ............000 $53,352 356,043 355,987 $55,274 $56,985

cumulative effect of a change in accounting principle effective January 1, 1992,

In 1992, other operating revenues do not include $122,566,000 of unbilled base rate revenucs which were reclassified as &




Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION.

Liguidity and Capltal Resources

The primary capital requirements of Texas Utilities Electric Company (Company) in 1993 and as
estimated for 1994 through 1996 arc as follows:

T JREE RN N
Thousands of Doliars

Cash construction expenditures (excluding

sllowance for funds used during construction) ...... § 598,000 $363,000 $363,000 $363,000

Nuclear fuel (excluding allowance for funds used

during construction) and non-utility property ....... 83,000 49,000 44,000 54,000

Maturities and redemptions of long-term debt,

sinking fund requirements and redemptions

of preferred B80Tk .. . ..o venaia iy 2,703,000 145,000 110,000 102,000
LT R e PN TS L TR L $3,384,000 $557,000 $517,000 $519,000

S Tomoos s s

For iaforn ation concerning construction work contemplated by the Company and the commitments
with respect thereto, see Item 2. Propertics — Construction Program and Note 12 to Financial Statements.

The Compa.ly has generated cash from operations sufficient to meet operating needs, pay dividends
on capital stock and finance a poriion of capital requirements. Factors affecting the ability of the
Company to continue to fund a portion of its capital requirements from operations inch:Jo adequate rate
relief in the future reflecting regulatory practices allowing recovery of capital investment through
adequate depreciation rates, normalization of federa! income tax.s, recovery of the cost of fuel and
purchased power and the opportunity to earn competitive rates of return required in the capital markets.

In order to renain competitive and in response to the recent disappointing rate order in Docket 11735,
the Company has taken steps to reduce operating costs and capital expenditures and is reviewing various
alternatives and strategies to improve future carnings potential and its basic financial position. This
review may result in further initiatives which may include, but not necessarily be limited to, alternative
uses or disposition of existing assets, somewhat greater utilization of short-term and variable rate
securitics, new marketing and rate initiatives and application for additional rate increases from regulatory
authorities. It is not possible at this time to predict the effect any of these possible initiatives will have
on the Company’s financial positior or its results of operation. For 1995, approximately 62% of the cash
peeded for construction expenditures was generated from operations by the Company. The Company
believes internal cash generation will increase as a result of the Docket 11735 rate order and through the
implementation of the initiatives discussed above.

In August 1993, the Company placed Comanche Peak Unit 2 in commercial operation and
implemented, under bond, its 15.3% rate increase requested in Docket 11735. In September 1993, the
Company recorded a charge agaiost carnings of approximately $363 million ($265 million after tax)
related to an agreement (Settiement Agreement) among the parties involved in the Company’s Docket
11735. The Settlement Agreement resolved all issucs in the prudence and fuel phases of Docket 11735
and also permits the Company to recover, ratably over an eight year period, $197 million of expenditures
incurred in connectio~ with the Company’s recent cost reduction program. The Settlement Agreement
also resolved the difference between the Company and the Public Utility Commission of Texas (PUC)
staff that was the primary issue in another proceeding related to the accrual of an allowance for funds
used during construction (AFUDC), during the bonded rate period of Docket 9300, on construction work

in progress (CWIP) that was subsequently included in rate base pursuant to the final order in
Docket 9300.

2



Item 7, MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION (Continued),

Liquidity and Capital Resources — (continued)

On January 28, 1994, the PUC issued a final order in Docket 11735 which provided for a total annual
revenue increase of approximately $435 million, or 8.7%. The Company strongly disagrees with the final
order and has filed a motion for rehearing with the PUC, and will appeal the outcome, if necessary. As
a result of this final order, unless the order is changed on rehearing, the Company will refund the
difference between the bonded rates and the rates approved in the Jinal order, including interest, all of
which is being fully reserved by the Company. The total amount to be refunded will be determined once
approved rates have been implemented, which is expected to be during the second quarter of 1994. The
amount to be refunded at December 31, 1993 was approximately $141.2 million. Such refund will be
mitigated by a fuel cost surcharie approved by the PUC of approximately $144.5 million, including
interest, in under-collected fuel costs through June 30, 1993. For additional information regarding the
rate decision, see Item 1. Business — Regulation and Rates and Note 11 to Financial Statements.

As a result of the final order and its effects on earnings, the Company could be restricted from issuing
additional shares of preferred stock. The Company does not believe this restriction would materially
affect its ability to fund its continuing operations or capital requirements. Although the Company cannot
predict the outcome of its appeal of the Docket 9300 rate decision or its expected appeal of the Docket
11735 rate decision, future regulatory actions or any changes in economic and securities market

conditions, no changes are expected in trends or commitments, other than those discussed above, which
might significantly alter its basic financial position.

On November 14, 1993, the emissions chimuey for Unit 3 of the Monticello Steam Electric Station
collapsed. The cause of the collapse has not been determined but such unit and the associated lignite
mining operation will be inoperative until completion of repairs. The Company is formulating the
engineering, procurement and construction plans that will return the unit to service in 1995. The cost of
repairs is covered by the Company's insurance which includes a $2,000,000 deductible. Therefore, the
Company does not expect the accident to materially effect its results of operation or financial position.

External funds of a permanent or long-term nature are obtained through the sales of common rtock
to Texas Utilities Company (Texas Utilities), preferred stock and long-term debt. The capitalization

ratios of the Company at December 31, 1993 consisted of approximately 50% long-term debt, 10%
preferred stock and 40% common stock equity.

The Company had financings totaling $3,378,707,370 in 1993, Proceeds from such financings were used
primarily for the early redemption of higher coupon debt and higher dividend preferred stock. The

Company redecmed or made principal payments of $2,702,847,000 on long-term debt and preferred stock.
Financings in 1993 by the Company included the following:

Long-Term Debt:
Principal
Description Amount Interest Rete

First mortgage and collateral trust boads .. .. $2,050,000,000 5-1/2% to 71-7/8% 1998 to 2025
Taxable pollution control series® ............ 100,000,000 4.25% 2023
Poliution control series . .................. 298,465,060 5-1/2% to 6.10% 2022 to 2028

B o F ks a3 oomars $i4 £ F8% B3 $2,448 465 000

Pt}

* The taxable poliution contro! series bonds are in a flexibie mode and while in such mode will be remarketed for periods
of less than 270 days and are secured by an irrevocabie letter of credit,. The Company has sufficient unused existing lines of
credit that would allow refinancing of the bonds on & long-term hasis should remarketieg prove unsuccessful,
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION (Continued).

Liguidity and Capital Resources — (continued)

Net
Shares Proceeds
Common $10ek .. .. oovcvvirerrriins 3,400,000 $198.900,000
Net
Shares Proceeds Divideads
Preferved Stock . ... ..oooiiiiinan 7,500,000 $731,342,3%0 $6.375 to 3820

. Fourdopoduqlumhwm-bwdﬁ&immwld!.ﬂ@,ﬁndmhudoﬂyiushmolpnbmlm

The replacement of higher coupon debt and higher dividend preferred stock during 1993 reduced
interest and dividend requirements by approximately $39,000,000 on an annualized basis. The Company
redeemed $15,000,000 of 10.45% First Mortgage and Collateral Trust Bonds, Secured Mediven-Term
Notes on March 16, 1994 and intends to redeem $335,000,000 of First Mortgage Bonds with interest rates
ranging from 7-3/8% to 9-1/2% on April 1, 1994 with each redemption subject to the deposit of ti.e
necessary redemption monies by the Company. Additional early redemptions of long-term debt and

preferred stock may occur from time to time in amounts presently undetermined. (See Notes 6 and 7 to
Financial Statements.)

1he Company expects to sell additional debt and equity securities as needed (subject to the possible
restriction on the issuance of additional shares of preferred stock as discussed above) including the
possible future sale of up to $450,000,000 of First Mortgage and Collateral Trust Bonds currently
registered with the Securities and Exchange Commission for offering pursuant to Rule 415 under the
Securities Act of 1933, The Company also has 250,000 shares of Cumulative Preferred Stock ($100
liquidation value) similarly registered. It is the intent of the Company and Texas Utilities to negotiate
a new credit facility prior to the scheduled reduction in June 1994 in the joint lines of credit of the
Company and Texas Utilitics. The new facility would be used for working capital, as back-up for
commercial paper and for other corporate purposes. For information regarding short-term
of the Company, sec Note 3 to Financial Statements,

The Company’s capital requirements have not been significantly affected by the raquirezaents of the
federal Clean Air Act, as amended (Clean Air Act). Although the Company is unable to fully determine
the cost of compliance with the Clean Air Act, it is not expected to have a significant impact on the
Company. Any additional capital costs, as well as any increased operating costs associated with these new

requirements, are expected to be recoverable through rates, as similar costs have been recovered in the
past.

The National Energy Policy Act of 1992 addresses a wide range of energy issucs and is intended to
increase competition in electric geacration and broaden ac. oss to electric transmission systems. The
Company is unable to predict the impact of regulations implementing this Jegislation on its operations
until such regulations ar¢ promulgated and approved. However, the Company believes that such
legislation reflects the trend toward increased competition in the energy industry.

While the Company has experienced competitive pressures in the wholesale market resulting in a
minor loss of load, wholesale sales constitute a relatively low percentage of total sales. The Company is
unable to predict the extent of future competitive developments or what impact, if any, such developments
may have on operations, (See Item 1. Business — Competition.)

See Item 6. Selected Financial Data ~ Financial Statistics for additional information,
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION (Continued),

Results of Operation

Operating revenues increased 10.2% and 0.3% for the years ended December 31, 1993 and 1992,
respectively, The following table details the factors contributing to these changes:

Increase (Decrease)

Factors 1993 1992
Thoussads of Dollars
IR0 00 TINRIE « oo.0.3:h v vn 66w 0 ns s ks b oL h T $333,187 $(57,824)
DR NI 0t v 6276 5:0-8 40 Ab &(w Flksh 4% 802 4k 3 0k® 150,707 42,161
Power cost recovery factor revenue ., ........... (1,313) (89)
Unbilled revenue and other . .. ... .. covvvvrrnnn 19,880 30,925
L e e P $502,461 $ 15173
P R

Base rate revenue increased in 1993 due to higher energy sales and higher rate levels implemented in
August 1993 as compsred to a decrease in base rate revenues in 1992 as a result of lower energy sales.
Energy sales increased o.1% for 1993 and decreascd 2.5% for 1992. The increase in energy sales in 1993
was due primarily to increased customer usage resulting from mo-e normal weather conditions and an
increase in customers, while the decrease in 1992 resulted from milder than normal weather and
unfavorable economic conditions, partially offset by an increase in customers. The rate increase placed
in effect in August 1993 increased base rate revenues, net of amounts to be refunded, by approximately
$177 million in 1993. The increase in fuel revenue for 1993 resulted from increased energy sales and
increased fuel costs. The increase in fuel revenue in 1992 was primarily due to fuel refunds in 1991,
partially offset by decreased energy sales in 1992. The in~rease in unbilled revenue and other resulted
from a larger accrual of unbilled revenue in both periods. (See Note 13 to Financial Statements.)

Fuel and purchased power expense increased 9.6% and 1.1% for 1993 and 1992, respectively. Fuel and
purchased power expense increased for 1993 primarily due to increased energy sales and the increase in
the price of gas partially offset by an increased utilization of nuclear fuel. The 1992 increase in fuel and
purchased power was primarily the result of an increased price of gas which more than offset the decrease

in generation, (See Item 1. Business — Fuel Supply and Purchased Power and Item 6, Sclected Financial
Data — Operating Statistics.)

Total operating expenses, excluding fuel and purchased power, increased 15.1% for 1993 and decreased
1.9% for 1992. Operation, maintenance and depreciation expenses increased in 1993 as a result of the
commencement of commercial operation of Unit 2 of Comanche Peak in August 1993. Operation expense
in 1993 also increased due to higher pension costs and other postretirement benefits costs associated with
Financial Accounting Standards Board (FASB) Statement 106 "Employers’ Accounting for Postretirement
Benefits Other Than Fensions®, partially offset by lower employee labor costs. Maintenance expense was
also affected by inventory adjustments during the third and fourth quarters of 1993, Operation and
maintenance expenscs decreased in 1992 primarily due to decreased employee rel'ted costs and
management's efforts to further reduce other costs through a cost reduction program Depreciation
expense decreased in 1992 as a result of recording the disallowances sssociated with _omanche Peak
Unit 1 in the Company’s Docket 9300 rate order. Taxes other than income increased in 1993 due
primarily to increased local gross receipts tzxes resulting from higher tax rates on increased revenues and

an increase in ad valorem taxes. The increase in 1993 was partially offset by a refund of prior years
franchise taxes of approximately $23,875,000,




ftem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION (Continued).

Results of Operaticn — (continued)

AFUDC decreased 13.5% and 16.4% in 1993 and 1992, respectively. The decrease in 1993 was
primarily due to the discontinuation of the accrual of AFUDC oa Unit 2 of Comanche Peak when such
unit achieved commercial operation in August 1993, This decrease was partially offset by the change to
a gross rate in 1993 related to the adoption of FASB Statement 109, *Accounting for Income Taxes", for
projects commenced before March 1986 (see Notes 1 and 8 to Financial Statements). The decrease in
19972 was caused by the implementation of the Docket 9300 rate order placing $695 million of CWIP in

rate base and the exclusion of $485 million of CWIP disallowed on Unit 2 of Comanche Peak. (See
Note 11 to Financial Statements.)

The regulatory disallowances rcilect charges resuiting from the Settlemont Agreement amoLg the
parties in Docket 11735, (See Note 11 to Financial Statements.)

Other income and deductions — net increased for 1993 and decreased for 1992, primarily due to
changes in interest income for each year related to changes in the levels of temporary cash investments
between years and an incresse in interest income on under-recovered fuel revenue in 1993

Pederal income taxes — other income decreased in 1993 due to the effect of recording the taxes
associated with the regulatory disallowances and increased in 1992 because 1991 was affected by the

recording of taxes associated with the provision for regulatory disallowances. (See Notes 8 and 11 to
Financial Statements.)

Total interest charges, excluding AFUDC, decreased 0.4% and 6.0% for 1993 and 1992, respectively.
Interest on mortgage bonds increased in 1993 as a result of new issues sold and the annualization of
interest on bond issues sold in the prior period, partially offset by reduced interest requirements as a
result of the Company's refinancing efforts. The decrease in 1992 resulted from retirements and
-~demptions of certain higher rate issues. Interest on other long-term debt decreased in both periods due
(i . ¢ continuing retirement of debt incurred on the purchases of the minurity ownership interests in

.anche Peak and refunding of higher interest rate debt. Other interest expense decreased in all
periods due primarily to decreased interest on shoit-term borrowings and decreased interest on over-

recovered fuel revenues partially offset by increased amortization of debt issuance expenses and
redemption premiums,

The cumulative effect of recording unbilled revenue reflects the accounting change made on January 1,
1992, by the Company to begin recording base rate revenue for energy sales sold but not billed.

The -aajor factors affecting earnings in 1993 were the implementation of the rate increase, the
recording of the regulatory disallowances, the discontinuation of AFUDC on Unit 2 of Comanche Peak
and the commencement of depreciation on approximately $668 million of investment in Comanche Peak
Unit 2 incurred after the end of the Docket 11735 test year which was not included in rates. The factors
mentioned above resulted in a decrease in net income of 42.0% for 1993, The change in accounting for
unbilled revenue in 1992 and the recording of the provision for regulatory disallowances in 1991 (see
Note 11 to Financial Statements) resulted in an increase to net income in 1992 over 1991. The nei loss
in 1991 was due to the recognition of the provision for regulatory disallowances and the provision for
refunds and related interest. Another major factor affecting earnings in 1992 and 1991 was the
discontinuaiion of the accrual of AFUDC un approximately $1.3 billion of investment in Comanche Peak

Unit 1, incurred after the end of the test year, which was not reflected in rates until Docket 11735 bonded
rates were implemented.



Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION (Concluded).

Results of Operation — (concluded)

Preferred stock dividends decreased 2.7% and 2.6% for 1993 and 1992, respectively, primarily due to
the redemption of series with higher dividend rates partially offset by dividends on new 155UCs.

Accounting Changes

Ir November 1993, Statement of Financial Accounting Standards No, 112, "Employers’ Accovating
for Postemployment Benefits® (Statement 112) was issued. Statement 112 is effective for fiscal years
beginning after December 15, 1993, Statement 112 applies to certain types of postemployment benefits
provided to former or inactive employees after employment but before retirement. The Company does

not expect Statement 112 to have a material effect on the Company's financial position or results of
operation,




Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

TEXAS UTILITIES ELECTRIC COMPANY

STATEMENTS OF INCOME
Year Ended December 31,
1993 1992 1991
Thousands of Dellars
OPERATING REVENUES .......... § 4 TR R L $5,409,156 $4,906,695 $4,891,522
OPERATING EXPENSES
Fuel and purchased POWET . ... ...orvrvriresnrsanresinies " 1,946,049 1,775 888 1,756,423
OPETAIO ..\ ovvrvsiensavacsnerssrsnessssarararssiosss 756,596 684,095 729,615
MRAEIRGRIIR 4o o5 0o s il bomasasanisvi tRATARE D IO 00D E W 341,840 297079 304,683
Depreciation and amortization ... .......ouiiiiiiiiiiianes 427,99 409,006 425,216
Federal INCOME tAXOS . . . .« vy vvrnorarnransrssssssstneninss 343,485 197,694 152,963
Taxes Other than INCOME .. .. ..o cvivevriaisnnsnnrnianrines 445,220 423,505 437,347
Total Opersting EXPenses . . ..« oo wooriannriiaians 4,261,182 3,787,264 3,806,247
OPHRATING INCOME .. ...coicvsveransnss  sssnsvnnssnnns 1,147,974 1,119,431 1,085,275
OTHER INCOME (LOSS)
Allowance for equity funds used during construction . ....... ... 150,118 194 462 251,744
Regulatory disaliowances (Note 11) . ... .ooooieorionininns (359,556) - (1,381,145)
Other income and deductions ==Bet .. .. .o iiarrrririansos 9,114 7,882 12462
Federal income taxes (NotesBand 11) .. ... . covvriviiirina 101,745 (2,479) 362,852
Total other income (J088) . . ...ovvivivirnsrrirninessses (98,582) 199,865 (754,087)
TOTALINCOME ...vovvcrsennsnnnsse 43 ha A HAE DY B RS . 1,049,392 1,319,296 331,188
INTEREST CHARGES
Interest on mOTtEage DORAR . .. ... vvviiiariniinrtairiniis 610,999 598,235 608,729
Interest on other long-term debt ... ... oo viiai i 45,787 54,379 61,822
OMSLIRIBION © ¢\ o vvsnsrosssssinassnssinastssosssivass 29,186 36,202 62,111
Allowance for borrowed funds used during construction ... ..... (113,106) (m.nq) (112,301)
Total interest CRBIEES . ... ..ocvvvvuivurnrsrerransrssie 572,866 579,080 620,361
Income (loss) before cumulative effect of a change
in sccounting prineiple ... ... . ciiiii i . 476,526 740,216 (289,173)
Cumulative effect of a change in accounting for unbilled
revenue (Net of taxes of $41,679,000)(Note 13) .....oovvvieens - 80,907 -
NET INCOME (LOSS) .....v0evus T R o e g 476,526 821,123 (289,173)
PREFERRED STOCK DIVIDENDS . ... . ciisirnrvnvavnrnnns 115,232 lll,“.l. 121,603
NET INCOME (LOGSS) AFTER PREFERRED STOCK DIVIDENDS  § 361,294 § 702,708 $ (410,776)
o CImTIIIIES e

See accompanying Notes to Financial Statements,
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TEXAS UTILITIES ELECTRIC COMPANY

STATEMENTS OF CASH FLOWS
Year Endod December 31,
1993 1992 191
Thousands of Dollars
CASH FLOWS FROM OPERATING ACTIVITIES:
Net I0come (H088) « .. ovvvivrirsnssanssirerssasenasssssns $ 476,526 § 821,123 $ (289,173)
Adjustments to reconcile net income (loss) to cash provided
by operating activities:
Deprecintion and amorthzation . .....ocoicie i 512,195 444,243 450,528
Deferred federal IncoOme tAXes «=net ... ....c0 coarirariiie 118,368 177,097 (247,264)
FPederal investment tax credits sl .. . ... .oovoacriiairis (19,698) (20,322) (53,498)
Allowance for equity funds used during construction . ....... .. (150,115) (194,462) (251,744)
Reguiatory disaliowances (Note 11) ......ooovvirviieinns 359,556 - 1,381,145
Provision for refunds and related interest —net . ... ..o vvs (27,233) (18,475) 44,893
Cumulstive effect of a change in accounting for
unbilled revenue ~net (Note 13) .. oo viviiianiniiivans - (80,907) -
Changes in assets and iabilities:
ROCOIVEDION = BBL . . .o oo voernrasesssnasrvsssarnrasnnsy (88,104) 101,299 (29.854)
R O A I PR PP T S C L R PR 10557 (17,191) (19,224)
ACCOUNtS PAYRDIE we BOL L . .. o yv v erannrisrinraris it {5,763) 36,613 (17,09%)
Interest and taxes ACCTNSE . . .. ..o a i ri i ia s eae 16471 1514 84,021
Other working caphtal .. ... c.coovviriiririeireinsaniay 151,153 54,372 42,999
Under-recovered fuel revenue - net of deferred taxes . ... ... (83,501) (27,854) (28,729)
Voluntary retirement/severance Program ... ....ooovvrercrs - (90,905) -
OMBAE s BIBE o s as's v 0570480819 MER S e REd Fh8 08 WESSD ¢ 5h A 10,028 (2,089) 21,108
Cash provided by operating activities . .. ... 1,280,435 1,183 456 1,088,107
CASH FLOWS FROM FINANCING ACTIVITIES:
Sales of securities:
First mOTLGABEe DOBGE . ... .ovvvirersiiiiismninininsnsiins 2,448 468 1,808,595 737,29%
Commencial PRPEL . , . .y 11 vavrnesniniasrasnieisiatnrsions - - 215,000
Proforrd BI0CK . . .. vovciseaiionistorenararnaiatainnaaty 731,342 - -
COMMOB IO .« o« oo vovvarsipsnsssssrsassrsrsssssasnrine 198,900 401,163 356,463
Retirement of long-term debt and pnlemd PO vo 5500 cniiiin (2,702,847) {1,805,45) (237,178)
Change in notes payable 10 PATSRL .. ... .o vviviiiriiiarns 36,684 51,750 (134,000)
Change in notes paysble 1o Danks . . ... ... (250,000) - -
Prefersed stock Gividends Paid . ... ......oovieriatriiriiiian (114,933) {120,362) (121,610)
Common stock dividends pald ., ... ..o ovi i (707,383) (64%,260) (650,940)
Debt premium, discount, financing and reacauisition expenres .. .. (132,%56) 126,846) (22,298)
Cash provided by (used in) financing activities ........... (492,137) (436,505) 136,735
CASH FLOWS FROM INVESTING ACTIVITIES:
Construction expenditures . ... ....voioriaiirassiasriiiratis (B41,181) (1,107,555) (1,195,680)
Allowance for equity funds used during construction (excluding
amount for nuclesr fuel) ... ..o vovii i iiiisirnean 138,941 179,519 252,068
Change in construction receivables/payables —net ............. (33,976) (4,301) (6,074)
Cash construction expenditures . . ... ..o iiareriiairaiis (736,216) (932,337) (969,686)
NOB-UltY PrOPErtY me MO . .00 vuviroarirrsarserairinsinos (6) 1,518 (27)
Nuciear fuel (excluding allowance for equity funds used
Guring CORBITUCTION) . ..« .o o v vivrrnrisnsirininsnrnsrsons (16,889) (33,656) (16,694)
OEr INVOSLIMENE . .o vy vevrrrarssssssassarsssatainsdsins (12,944) Sml) sn.m)
Cash used in investing activities . ... ..c.ooviiiiaiinias (766,055) (973,066) (997,685)
NET CHANGE IN CASH AND CASH BQUIVALENTS . ......... 22,43 (226,115%) 27157
CASH AND CASH BQUIVALENTS — BEGINNING BALANCE ., 5,686 231,801 4,644
CASH AND CASH BQUIVALENTS . ENDING BALANCE .. .... $ 27929 $ 5686 § 231,801
= e g

See accompanying Notes to Financial Statements,



TEXAS UTILITIES ELECTRIC COMPANY
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See accompanying Notes to Financial Statements.
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BALANCE SHEETS
ASSETS
Dacember 31,
1993 1992
Thousssds of Dellars
ELECTRIC PLANT
In service:
PROBBIIION 40055 0asissensntstas Coaresasesonasssstbeniens 2 e $15,501,384 $10,490,214
S S P S PO P TP T LR LR AR R R ELE AL 1537447 1,493,602
NP ersepee e PR TR LRV R ER SRR AR AR 3,773,359 3,567,646
OORBERE .« ¢ s o0 b dnnsaries e sBaetssasasasiss Eee oo asyosyninsye 449,098 440,665
o S e e e e P PR DR LR R LS AR SRR 21,261,285 15,992,127
Less sccumulated deprecistion ... ..o ciiiiiiinn P (I Sy Oy g 4,118 855 3,741,020
Electric plant in service less accumulated depreciation .. .. .ooov i 17,142,4% 12,251,107
CONStIuCtion WOTK ifh PIOBIEE . . . .« voornsrsrrninssnnassossianisessns 944 465 5528222
Nuclear fuel (net of sccumulsted amortization: 1993 - $114,865,000;
1993 o $A9,608,000) « . cxorsosissanentoranrasisaprassrranisaaseits 320,891 258,087
Hold O TUtRr® WhE ...\ .ovvroresrptasressnsserssnsrensssaansenrsns 39,002 29,639
Eleetric plant less accumulated depreciation and amortization .., .. ... 18,446,788 18,167,055
Less reserve for regulatory disallowances (NOte 11) « .o vvnvvrsnnsssresnns 1,308,460 1,308,460
Net electrle PIAE . ..o oo versararnisssisrmsarasaannsrrsiaunsnseny 17,138,328 16,858,595
ENVEETMEBINTS . oo it st iaien vasesiasssd s eupsdois s4 000 ¥ATSANITE VanBeY 48,943 35,993
CURRENT ASSETS
Comh I BEBEE oo ss vavnssaesdsssnsnpraressasssyoassoyovenssonsenyss 6,910 5,686
Temporary cash IMVESIMENLS . . .. ..o oovrorarans it ranrn 21,019 -
Spocial GEPOBILE . . . .« ¢ v v v s rtiii s 21,388 St
Accounts receivabie:
R N R TR PR P PR R T SRR S RS LA L 217,924 113,576
R S o PO PP P e TP ST Ve T 21 L e R 17,557 30,289
Allowsnce for uncollectible BCCOURLE . .« v oo vvsrrrrirrsrsssrasrrnes . s (6,304) (1,613}
laventories — at average cost:
Materials and supplies ... . ....oooriiiir i 177,738 187,301
e R e e PR S O R T L LTS E E LRSS 90,544 91,538
T SRR LR I PRSP N PP pe e L B " 17,77 9778
Deferred fedoral inCOME tAXES . .., 1o corrarrssassnrsssratssrirninn 43,623 -
OIDOT CUITENE BEBBIE . . .« v v v rrsssrrssssssessnspsnsrsrabansnrasines 16,201 17,693
TOtal COTTERE MEBBME . .. ¢« s cosssasrssvossastsasinsrrdanarsaereess 624,375 461,758
DEFERRED DEBITS
Unamortized regulatory assets:
Debt reacquisition costs . .. ....... T ST ey S s s Y 282,119 214,245
Cancelled Hignite unit COBE . . ..o oooovrivnmrinamranmnnsraanueensy 20,678 23,189
Raute case COBLE . .. .o.vovones e RN AR h § Fy ST TR B Y ad o 66,508 52,606
Litigation and settlement COBIE . ... «oovvarirrasianrnirarar st 72,685 72,685
Voluntary retirement/Severance PrOPISm .. ... coooorososannsnsieinnis 180,180 204 881
Recoversble deferred federal income taxes — nei (NOte B) ....oovvsvernnns 1,239,360 -
Other TeQUIRLOTY RBBELE . . ... ooscesrrrsnaisnrtosnnrsttanrtnsinrierd 18,480 -
Under-recovered fuel TEVERBE . .. ...ovsersrraaranasnanirnnerssresssos 204,772 75,152
Othor Gofarred GOBIME .. ..« 10 sciiorssasonrsrsnaossniivaversobreraes 47,247 36,996
Total Gelerred GEDItS . . ... ovvvsrsssirvassiissrisrrisanrsiasarares 2,132,029 679,154
Less reserve for regulatory disaliowances (Note 11) . ..o ovvvvvvmrnrrnnrens 72,685 72,685
Netdeferred debits .. ...coiviarsrsrarinrerssanatarroniss g4 e 2,059,344 606,469
Total ...... A A N ol e i L P S Fvey $19,870,990 $17,962,812
fe——y f



TEXAS UTILITIES ELECTRIC COMPANY
BALANCE SHEETS

CAPITALIZATION AND LIABILIT. .S

CAPITALIZATION

Authorized shares — 180,000,000
Outstanding shares: 1993 — 152,000,000; 1992 — 148,600,000 . . .. .. PP PO
Retained SRTIIAES . o\ .« oo v oo ciarsrainirastasssntsiassssarrarsiansts
Total common stock equity .. ....oviiiiiiirriariaes e EANE NI
Preferred stock:
Not subject to mandatory redemption . ..... b A ¥ A R BAR A
Subject to mandatory TEJEMPLIOn . . ... .
Long-term debt, less amounts due currently

Total capitalization ..

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

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

CURRENT LIABILITIES

.........................................................
BRI L s sa e id LA s o Ta A 25 G BB Vim0 Biaiem 4 wiae B R RS
........................................
Accounts paysble:
......................................................
.........................................................
................................................
...............................................
....................................................

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

Refunds dus to customers
Other current llabilitles . .......ccvverirernanrisuriairiaireransevane

Total current labilities

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

DEFERRED CREDITS AND OTHER NONCURRENT LIABILITIES
Accumulated deferred federal income taxes (Note 8)
Unamortized federal investment tax eredits .. ... ccvveviiinrvirnnnn
Other deferred credits and noncurrest Habilities .. ... ... ivvenviainnes

Total deferred credits and other noncurrent liabilities

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

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

COMMITMENTS AND CONTINGENCIES (Notes 2 and 12)

Total .oovcavnsnnsvvsnnnens L W vy & s ‘9

See accompanying Notes to Financial Statements.
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December 31,

1993

1992

Thousands of Doliars

§ 4,916,528 $ 4,717,625
1,112,692 1,480,583
6,029,217 6,198,208
1,083,008 909,564

396,917 418,748
7,607,090 7,280,301
15,116,232 14,806,821
88434 51,750
— m,m
145,188 164,054
112,715 138,586
136,540 151,587
27,681 27,795
50,129 52,640
284,507 257,384
170,764 181,415
141,153 -
93,448 87,789
1,250,559 1,363.000
2571989 889,576
687,907 707,358
238,303 196,057
3,504,199 1,792,991
$19,870,990 $17,962,812
fe——ie TITEIIEITS



TEXAS UTILITIES ELECTRIC COMPANY
STATEMENTS OF RETAINED EARNINGS

Yesr Ended December 31,
1993 1992 1991
Thousands of Dollars
BALANCE AT BEGINNINC OF YEAR ... ......c00ve S h 4 Laed's DLy $1,480,583 51,424,974 $2,485,690
ADD =~ NETINCOME (LOSS) . ...cccvnvrvivrsisanrsnssaaserasraes 476,526 821,123 (289,173)
Tothl coesisnssne R e 0 U - S ey TP Y g S kS 1,957,109 2,246,097 2,197,517
DEDUCT
Cash Dividends:
Preferred stock:
$ 4.50 series ($ 4.50 per share per ARAUM) . ..o v iiriniaanans 334 334 334
4.00 series (3 4.00 per share Per 8RNUM) ... ooty 280 280 280
4.56 series ($ 4.56 per share per annuM) . .. .o ooiv i 609 609 609
4.00 series (3 4.00 per share per 8ANUM) . .. .o o vvv i 440 440 ady
4.56 series (3 4.56 per share Per anNUM) ... .ovvvvvriarriarninas 296 296 296
4.24 series (3 4.24 per share Per &ROUM) ... oovivr i ian 424 424 424
4,64 series ($ 4.64 per share per BOAUM) . .., .o iiinanes 464 464 At
4.84 series (3 4.84 per share per BARUM) ., ..o ovur it 339 339 »
4,00 series ($ 4.00 per share Peranfum) . ....ccovvvssorinies 280 280 280
4.76 series (3 4.76 per share Per anDUM) . ..o oovvvinrinaririans 4% 476 47
5.08 series ($ 5.08 per share per annUM) . ..o vvveanaarnrrarins 407 407 407
4,80 series ($ 4.80 per share per@nnum) . ... oot 480 489 480
4.44 ceries (3444 pershare Perannum) . .....ocoovverinrrins 66 666 666
.20 series ($ 7.20 per share per annum) .. .....cocircrriiaiians 1,440 1,440 1,440
7.80 series (3 7.80 per share Per aRNUM) ..o ovvvvrerinavrarans s 2,339 2,33 2,339
8.92 series ($ 8.92 pershare per annum) ., ..o iinraaes 1,438 1,784 1,784
6.84 sories (3 6.84 pershare Perannum) .. ....oooarioiir i 1,368 1,368 1,368
7.24 series (3 7.24 pershare per anmum) . ... ... ooicir st 1,809 1,809 1,809
7.44 series ($ 744 per share Per8ARUM) . ... ovv e i 2232 2232 223
7.48 series ($ 7.48 per share Perannum) . .. ...oovorreaeraiee s 2,244 2,244 2,244
8.20 series ($ B.20 per share Per annUM) .. .. oovvinrrniiiirarian 2,460 2460 2,460
8.44 series (3 B.44 per share Per ARRUM) ... ..o oo v et 2,532 2532 2,532
9.32 series ($ 9.32 pershare PEr anBUM) . .. (oo 1,428 2,79 2,79
9,36 series ($ 9.36 per share PErannum) .. .. ..ooov oot aia s 1,668 2,808 2,808
H 8.68 series (3 8.68 per share per anmum) .. .....ovviriiiiiinin 1,881 2,604 2,604
{ 8.16 series ($ 8.16 per share per anAUM) .. .. oo riiiieaens 2,444 2,444 2,444
{ 8.32 series (3 8.32 pershare per annum) ... .covi i eairriaiaras 2,010 2,496 2496
i 8.84 serics ($ 8.84 per share per anBUM) ... ...covv ey 1,914 2,652 2.652
i 9.48 series ($ 9.48 pershare perannum) ......c.oovvivireraanes 5835 8,944 9,236
8.92 series ($ 8.92 per share per atnum) ....coovvv sravianinias 3,595 4,460 4,460
10.00 series ($10.00 par share per annum) ... ..oovv covvrsariniay 2814 4,900 5,000
10.92 series ($10.92 per share Per annBM) ... .oovve vvriiaiiraeis 819 3,276 327
10.12 series ($10.12 per share PErannum) ... ..ocvicrvvreriannnis 1,082 3,542 3,542
10.08 series ($10.08 per share per &NRGM) .. ..o vvvrrrivarr oo ‘ 1,664 2,999 3,140
11.32 series ($11.32 per share perannum) ... ... o000 bt R 867 3,39% 3,396
9.64 series (3 9.64 per share PEr anRuUM) . ..o o iias 9,640 9,640 9,640
10.37S series ($10.375 por share per annum) . ... ..o evaaians o 7,781 7,781 7,71
9.87S series (3 9.87S per share per &anuUmY . ..o ins 2,469 2,465 2,468
8.20 series ($8.20 per share per annum) .. ... voviiniiiii s 9,738 - an
7.98 series ($7.98 per share PEr anfum) . ... .. ovcvvrrserrantsaas 2,928 - -
7.50 series ($7.50 per share per ARBUM) . .. ... ovc i raar s 6,140 - -
7.22 series ($7.22 pershare peranaum) . .. ..oov v vt iarias 2,695 . -
6.98 series ($6.98 per share perannum) . .. ... oo 3,898 - -
6.375 series (36.375 pershare per 8nBUM) . . ..o oo vviaiiiraaeaias 1,753 - -
Adjustable rate serie8 A .. . ... il iiiiiar il 6,500 6,500 6,500
] Adjustable rate series B .. ... .. ciiiiaiiiiias i iinniaiaines 5,950 5,950 6,014
& Stated rate BUCHION BETIEE A . . ... o u ity - 6,180 8,240
¢ Flexibie adjustable rate series A ., ... .. .oooicriiiariareriiiaanes 1,975 4,244 4,500
Flexible adjustable rate series B .. ......coccoviimiiiiiiiiniinny 1,975 4,244 4,500
Common stock (per share: 1993..34.68; 1992-84.48; 199154 80) ... .... 707,382 645,260 650,940
! Totsl coah SIVIBEDEE . .. vvvvvinsoiinsoasrsbasrsnstsanse 822,202 763,288 172,136
- Dividends other than cash «- 8CCTEEINE .. . .o v v rarenserainatis 413 3% 407
Total dividends , ........... cn dunime AR R AN 3 N dss d 822,618 763,678 772,543
Preferred stock redemption COBI . ... c..vvvvraiivisnrsresinreitas 21,802 1,836 -
BALANCE ATENDOF YBAR ... ccvtvrevrntvansnnees § L A $1,112,692 51,480,583 $1,424 974
o sy

See accompanying Notes to Financial Statements.
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TEXAS UTILITIES ELECTRIC COMPANY
NOTES TO FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES

System of Accounts « The accounting records of Texas Utilities Electric Company (Company) are
maintained in accordance with the Federal Energy Regulaiory Commission’s Uniform System of Accounts
as adopted by the Public Utili'y Commission of Texas (PUC). Certain fisancial statement items for 1992
and 1991 have been reclassified to conform to the 1993 presentation.

Electric Plant = Electric plant is stated at original cost. The cost of property additions to electric

plant includes labor and materials, applicable overhead and payroll-related costs and an allowance for
funds used during construction,

Allowance For Funds Used During Construction = Allowance for funds used during construction
(AFUDC) is # cost accounting procedure whereby amounts based upon interest charges on borrowed
funds and a return on equity capital used to finance construction are added to electric plant. The accrual

of AFUDC is in accordance with generally accepted accounting principles for the industry, but does not
represent current cash income.

The Company is capitalizing AFUDC, compounded semi-annually, on expenditures for ongoing
construction work in progress (CWIP) and nuclear fuel in process not otherwise allowed in rate base by
regulatory authorities. Effective January 1, 1993, the Company began using & gross rate of 10.4% for
AFUDC for all construction to comply with Statement of Financial Accounting Standards No. 109,
*Accounting for Income Taxes" (Statement 109). In 1992 and 1991, the Company used & net-of-tax rate
of 8.8% and 10.4%, respectively, on projects commenced before March 1, 1986, and a gross rate of 10.4%
and 12.0%, respectively, on projects commenced thereafter. Rates were determined on the basis of, but
are less than, the cost of capital used to finance the construction program.,

Depreciation of Electric Plant — Depreciation is generally based upon an amortization of the original
cost of depreciable properties (net of regulatory disallowances) on a straight-line basis over the estimated
service lives of the properties. Depreciation as a percent of average depreciable property approximated
2.4%, 2.7% and 2.9% for 1993, 1992 and 1991, respectively. Depreciation also includes an amount for
Comanche Peak nuclear generating station (Comanche Peak) decommissioning costs which is being
accrued over the lives of the units and deposited to external trust funds. (See Note 12.)

Amortization of Nuclear Fuel and Refueling Outage Costs — The amortization of nuclear fuel in the
reactors (net of regulatory disallowances) is calculated on the units of product on method and, subsequent
to commercial operation, is included in nuclear fusl expense. The Company accrues a provision for costs
anticipated to be incurred during the next scheduled Comanche Peak refueling outage.

Revenues = Revenues include billings under approved rates (including a fixed fuel factor) applied to
meter readings each month on a cycle basis and, begioning January 1, 1992, an accrual of base rate
revenue for energy provided after cycle billing but not billed through the end of cach month (see Note 13).
Revenues aiso include an amount for under- or over-recovery of fuel revenue representing the difference
between actual fuel cost and billings on the approved fixed fuel factor and a provision that generally
allows recovery through a Power Cost Recovery Factor, on a monthly basis, of the capacity portion of
purchased power cost from qualifying facilities not included in base rates. The fuel portion of purchased
power cost is included in the fixed fuel factor. A utility’s fuel factor can be revised upward or downward
every six months, according to a specified schedule, Each six months, & utility is required to petition to

n
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS — (Continued)

1. SIGNIFICANT ACCOUNTING POLICIES ~ (concluded)

make either surcharges or refunds to ratepayers, together with interest based on a twelve month average
of prime commercial rates, for any material cumulative under- or over-recovery of fuel costs. If the
cumulative difference between the under- or over-recovery, plus interest, is in excess of 4% of the annual
estimated fuel costs most recently approved by the PUC, it will be deemed to be material. A procedure
exists for an expedited change in fuel factors in the event of an emergency. Final reconciliation of fuel
costs must be made cither in a reconciliation proceeding, which may cover no more than three years and
no less than one year, or in a general rate case.

Federal Income Taxes = The Company is included in the consolidated federal income tax return of
Texas Utilities Company (Texas Utilities) and its subsidiaries (System Companies) and federal income
taxes are allocated to all System Companies based upon their taxable income or loss. Deferred federal
income taxes are currently provided for temporary differences between book and the tax basis of assets
and liabilities (including the provision for regulatory disallowances). Generally, such differences result
primarily from the use of liberalized depreciation and cost recovery deduciions allowable under the
Internal Revenue Code, the under- or over-recovery of fuel revenue and unbilled revenues accrued for
tax purposes. Temporary differences in earlier years for which deferred federal income taxes were not
provided approximated $183,000,000 at December 31, 1993, Investment tax credits are normally
amortized to income over the estimated service lives of the propertics. For 1992 and 1991, the Company’s
taxes were provided for under the provisions of Accounting Principles Board Opinion No. 11, "Accounting
for Income Taxes". (Sec Note 8 for change in accounting for income taxes.)

Cash Flows = For purposes of reporting cash flows, temporary cash investments purchased with a
remaining maturity of three months or less are considered to be cash equivalents.

The supplemental schedule below details cash payments:

Year Ended December 31,
1993 1992 1991
Thousands of Dellars
CASH PAYMENTS: X
Interest (net of amounts capitatized) .. .o $572,208 $556,762 $605 845
BROOMME SRIRE <+ 50500 ivssnnsataassosnartsagrssetvusshneusdannase 76,933 37,714 70,328
2. AFFILIATES

The Company is the principal subsidiary of Texas Utilities which provides common stock capital and
partial requirements for short-term financing to the Company. Texas Utilities has three other subsidiarics
which perform specialized services for the System Companies, including the Company: Texas Utilities
Services Inc, provides financial, accounting, computer, telecommurications, procurement, personnel,
shareholder services and other administrative services at cost for which billings in 1993, 1992 and 1991
were approximately $162,735,000, $118,407,000 and $133,615,000, respectively; Toxas Utilities Fuel
Compauy (Fucl Compary) owns a natural gas pipeline system, acquires, stores and delivers fuel gas and
provides other fuel services at cost for the generation of electric energy by the Company, for which billings
in 1993, 1992 and 1991 were approximately $901,761,000, $844,671,000 and $860,462,000, respectively; and
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS ~ (Continued)

2. AFFILIATES - (concluded)

Texas Utilities Mining Cc mpan' (Mining Company) owns, lcases and operates fuel production facilities
for the surface mining and recr very of lignite at cost for use at the Company’s generating stations, for
which billings in 1993, 1992 an 1 1991 were approximately $374,464,000, $382,379,000 and $368,470,000,
respectively. Payments for intei est on short-term financings from Texas Utilities for 1993, 1992 and 1991
wei ¢ approximately $1,122,000, $4,310,000 and $3,512,000, respectively,

The Company has entered into agreemer.ts with Fuel Company to procure certain fuels and related
services and with Mining Company for the procurement and production of lignite. Payments are at cost
for the services received and are required by the agreements to be "at least equivalent in the aggregate
to the annual charge to income on the books® of Fuel Company and of Mining Company. The Company
is, in effect, obligated for the principal, $442,680,000 at December 31, 1993, and interest on long-term
notes of Fuel Company and of Mining Company through payments described above. Such notes mature
at various dates through 2005 and have interest rates ranging from 6.50% to 9.42%.

3, SHORT-TERM FINANCING

At December 31, 1993, the Company and Texas Utilities had joint lines of credit aggregating
$700,000,000 under a credit facility agreement with a group of commercial banks. The facility, for which
Texas Utilities pays a fee, is scheduled by such agreement to be reduced by $350,000,000 in June 1994 and
June 1995, It is the intent of the Company and Texas Utilities to negotiate a new credit facility prior to
the scheduled reduction in June 1994, The new facility would be used for working capital, as backup for
commercial paper and for other corporate purposes. From time to time Texas Utilities makes short-term

loans to the Company.
4, COMMON STOCK
The Company issued shares of its authorized but unissued common stock to Texas Utilities as follows:

Net

Yeoar Shures Proceeds

1993 3,400,000 $198,900,000
1992 7A75,000 401,162,500
1991 7,075,000 350,463,000

No shares of the Company's common stock are held by or for account of the Company, nor are any

shares of such capital stock reserved for officers and employ ces or fo: options, warrants, conversions and
other rights in connection therewith,

8. RETAINED EARNINGS RESTRICTIONS

The Company's articles of incorporation, its mortgages, as supplemented, and its debenture
agrecments contain provisions which, under certain conditions, restrict distributions on or acquisitions
of its common stock. At December 31, 1993, $167,258,000 of retained earnings were thus restricted as
a result of the provisions of such articles of incorporation,
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TEXAS UTILITIES ELECTRIC COMFANY

NOTES TO FINANCIAL STATEMENTS o

S, RETAINED EARNINGS RESTRICTIONS == (concluded)

(Continuved)

The articles of incorporation restriction provides in effect that the Company shall not pay any common
dividend which would reduce retained earnings to less than one and one-half times annual preferred
dividend requirements. The mortgage restrictions are based primarily on the replacement fund
requirements of the mortgages. The restriction contained in the debenture agreements is designed to
maintain the aggregate preferred and common stock equity at or above 33-1/3% of total capitalization.

6. PREFERRED STOCK (cumulative, without par value, entitled upon liquidation te $100 a share;

suthorized 17,000,000 shares)
Redew ption Price Per Share
Shares Outstanding Amouat (Before Adding Accumulated Divideads)
Dividends December 31, December 31, Current Eventual Minimum
From Te 1993 1992 1993 1991 From '_l‘_o_ From 3‘_0_
Thousands of Dollars
Neot Subject to Mandatory Redemption
$4.00 BRI i i vty 1222942 1222942 § 122592 §122,592 $101.79 $112.00 $101.7% $112.0
654 R O 5799675 1549675 568,175 155,266 1024C 10342 10000 10342
8.16 B i ks onnies nahe 2149475 1999475 210,528 198,642 10204 10229 10000 10329
9.32 BEED . ons i aduine - 1,550,000 — 153,208 - - - -
Adjustable rate (&) .. ... 1,850,000 1,850,000 181,713 181,713 103.00 105,00 100.00 100.00
Flesible adjustable rate . ... ... - 1,000,000 - 98,146 - " - -
L PR U e 11,022,092 9,172,092 $1,083,008  §909,564

Subject w0 Mundatory Redamption () ()

TS 6B .. ..civiisinn 2,000,000 = $1977588 8§ = $ =~ $ = $100.00 $100.00
; 892 S s e s - 1,433,300 - 142,30 e s i o
9.64 R 2,000,000 2,774,000 199,162 275946 10000 10000 10000 100.00
v AR st R 4,000,000 4,207,300 § 396917 $418,748
e p——"-1 f-————

() Adjustable rate series A bears & dividend rate for the period ended January 31, 1994, of 6.50% per annum and adjustable
rate series B bears a dividend rate for the period ended December 31, 1993, of 7.00% per annum, both of which are based

on a fixed liquidation price of $100 per share.

{b) The Zompany is required to redeem at a price of §100 per share plus accumulated dividends a specified minimum number

of shares annually or semi-annually on the initial/next dates shown below.

These redeemable shares may be calied,

purchased or otherwise acquired. amtammmummnmwo«mwmwtm. The
Company may annually call for redemption, at its option, an aggregate of up to twice the number of shares shown below for
cach sevies at & price of $100 per share plus accumulated dividends, except for the $9.64 series which may be redeemed in
& minimum smount of 10,000 shares at any time at a pric. ~ $100 per share plus sccumulated dividends plus component
#t & varisble price per share which is designed to maintain the expected yield at issugnce:

Minimum Redeemable Initial/Next Date of
Series Shares Maendatory Redem ption
g $9.64 125,000 semi-annually $/1/95
; 10375 150,000 annuaily 4/1/%%
£ 9.875 50,000 annuaily 10/1/96
5“ £.98 50,000 annually 7/1/03
i 6.37% 50,000 wnnually 10/1/03
-_“;
as
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS « (Contlnued)

6. PREFERRED STOCK (cumulative, without par value, entitled upon liguidation to $100 & share;
authorized 17,000,000 shares) — (concluded)

Preforred stock mendatory redemption requirements for the next five years are $25 million in 1995 and $45 million annually
in 1996, 1997 and 1998. manﬁagnludpnhmdmtlwmwumwymmbmw
periodically to equal the redemption amounts at the mandatory redemption dates with & corresponding increase in preferred
stock dividends.

(¢) Under certain circumstances relating to change in federal tax law governing the dividends received deduction spplicable
to eligible corporations, the dividend rate of the $9.64 series may increase to & maximum of $10.74.

The table below details changes in preferred stock of the Company:

Dividends Shares Amount
From To 1993 1992 199 1993 1992 1991
Thouscads of Dollars
Neot subiect to mandatory redemption)
Issued:
$7.22 o L SRR e P 4,250,000 - - $ 412,909 s - $ -
- E T AN S P AN 1,250,000 - o 120,759 - -
Redeemed:
$8.32  § N e e (1,100,000) - P (108,872) o -
9.32 SR o i e Y (1,550,000) - = (153,208) = -
Plexible Adjustable Rate . .. ......... (1,000,000) - - (98,146) - -
Stated Rate Auction .. ..... ¥ o foan ot s - (1,000,000) - - (98,164) -
S R R R R 1,850,000 (1,000,000) - $173,445 $(98,164) § -
e P ]
Sublect te mandatory redem ption
Tusued:
$6.378 TN TGP Py o Y 2,000,000 - . $ 197,678 § - $ -
Redpremed:
$8.92 EOM . ihisviansesidiis (1,433,300)  (40,950) - (142,802)  (4,095) -
10.00 SR i voiva s S8 e (774,000) (34,000) (14,000) (77,004) (3,400)  (1,400)
WL v b xan vasy bodpaehaasiviny (207,300) (74,950) (14,000) $ (22,131)  §(7,495) §(1,400)
P — ] pr e f =iy f
36
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS - (Continued)

7. LONG-TERM DEBT, less amouunts due currently
Maturity Interest Rate December 31,
!ro- To From To 1993 1992

Thoussnds of Dollars

First mortgage bonds:
1995

1997 4-1/2% s o U PR RR J8 g 8 0y s § 474000 § 474,000
1998 2002 8-1/2 BOCRID 5 45 anav s PR 7% TR R R A TS B & 1,282,000 1,207,000
2003 2007 6-1/4 o 1 P SO OP Rl PR B R S T 875,000 800,000
2008 2012 9-3/8 AR v e und O ey O A, 1 S e 150,000 325,000
2018 2017 9-1/4 AR oo s mamnns e e n e e e 4 A il - 450,000
2018 2022 8-7/8 BRI & oiaidsis wia ik vwnsisieaaE e R BRI EE T 6 1,075,000 1,225,000
2023 2025 7-3/8 BRI & 7o 0 g AN b o g TN AR T8 1,450,000 375,000
Pollvtion control series:
2007 2028 5172 o PR TR ST S SRS 1435060 1,136,595
Taxable poliution control series: (a)
2021 2023 WOMOUS 1 vos v n.am s 5 0.0 0 winiweag 4 Wbt A5-49 BT S SR 030 AT 278,340 228,340
Sinking fund debentures:
— 1994 - T3 .ivinrsn 8 AR S bR AR R T ¢ Ak e 11,950
Secured medium-term notes, series A through C:
1994 2003 8.72 B0 v vieninr spvina S palb S AN a 320,000 600,000
ORI s (i a0+ Sk 410 4 A R B § 45 b ¢ BEw e o] sovayy-Fam o s -t vl kAR S dh 7,339,400 6,832,885
Pollution control revenue bonds:
2004 2009 5.70 (7 (RIS ety S5 R [ 8 - 157,150
Promissory note and debt assumed for purchase of electric plant: (b)
1993 2021 8.25 DI b rid et i e Bl S TR SER A oy el AR TR 344,161 348,899
Unamortized premiom and discount . . .......coivviviiaiais A R e s o L (76,471) (58,633)
Total long-term debt, less amounts due currently . .........o0vvis SRR TR T 08 . $7,607,090 $7,280,301

()

(®)

Tuxable pollution control series consist of four series: 318,000,000 at 3.35% and $10,340,000 at 3.40% of flexible rate Series
1991A at December 31, 1993; $50,000,000 of Series 1991C at 8.49% through Juae 1, 1994; $100,000,000 of Series 1991D at
8.85% through June 1, 1995; and $100,000,000 at 3.425% of flexible rate Series 1993 at December 31, 1993. Series 1991A
and Series 1993 bonds are in a flexible mode 2nd while in such mode will t¢ remarketed for periods of iess than 270 days,
and are secured by an irrevocable letter of credit with maturities in excess of one year. The interest rates on Series 1991C
and Series 19910 bonds will be repriced on the mandatory tender dates of June 1, 1994 and 1995, respectively. The
Company has existing lines of credit that would allow refinancing of bonds not supported by the letter of credit on & long-
term basis should remarketing prove uasuccessful.

In 1988, the Company purchased the ownership interest in Comanche Peak of Brazos Fiectric Power Cooperative and issued
& promissory note payable over 33 years. The note is secured by a mortgage on the acguired interest. In 1990, the Compauy
purchased the ownership intercst ic Comanche Peak of Tex-La Electric Cooperative of Texas, Inc. (Tex-La) and assumed

debt of Tex-La payable over approximately 32 years. The assumption is secured by a mortgage on the acquired interest.
Texas Utilities has guaranteed these various payments.

3
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS — (Continued)

7. LONG-TERM DEBT, less amounts due currently — (concluded)

Sinking fund and maturity requirements for the years 1994 through 1998 under long-term debt
instruments in effect at December 31, 1993, were as follows:

Sinking Minimum Cash

Year Fund Maturity(a) Requirement(b)
Thousands of Dollars

T T SR RS g TR RS U T T VT $15833 $140,450 $145,188
L IR B PP s S e T L T Y 15,883 80,000 85,198
SODE .o vsnvina it besbavES s AP EHNER AR A IR T Oy 15,695 96,000 mew
1+ SNSRI S SO T T E Y T ¥ o SIS AR R Y 15,295 399,800 40
L e Py S s L e e SRR A T T 14,342 450,000 456,60

(8) The maturity requirements do not include the mendatory tenders of the Company's taxable pollution controf series,
equal to $50,000,000 in 1994 and $100,000,000 in 1995, which are expected to be remarketed.

(b} The minimum cash requirement does not include the sinking fund requirements that may be satisfied by certification
of property additions at the rate of 167% of such requirements, except for twelve issues at 100%.

From time to time, various principal amounts of first mortgage bonds have been redeemed by the
Company prior to maturity, In 1993, the Company refunded $1,575,000,000 of higher coupon debt. The
debt reacquisition costs have been deferred and are being amortized over the remaining lives of the bonds
retired pursuant to current regulatory treatment.

Electric plant of the Company is generally subject to the liens of its mortgages.

8. FEDERAL INCOME TAXES

In January 1993, the Company adopted Statement 109, which among other things, requires the
liability method of recognition for all temporary differences, requires that deferred tax liabilities and
assets be adjusted for an enacted change in tax laws or rates and prohibits net-of-tax accounting and
reporting. Certain provisions of Statement 109 provide that regulated enterprises are permitted to
recognize such adjustments as regulatory assets or liabilities if it is probable that such amounts will be
recovered from or returned to customers in future rates. Accordingly, at December 31, 1993, the
Company's balance sheet reflects a regulatory asset of approximately $1.2 billion net of an approximaie

$0.6 billion regulatory liability. The cumulative effect on net income of adopting Statement 109 is not
considered material to the annual results of operation.

In August 1993, Congress passed the Reveaue Reconciliation Act of 1993 which increased the top
gcorporate income tax rate from 34% to 35% retroactive to January 1, 1993,




-

Pt il

TEXAS UTILITIES ELECTRIC COMPANY

FOTES TO FINANCIAL STATEMENTS — (Continued)

8. FEDERAL INCOME TAXES = (contlnued)

The details of federal income taxes are as foliows:

Charged (credited) to operatiag expenses:

CRIPBRE & o ¢ <o 068 ip o5 480058650

Deferred «net:

Differences between depreciation methods and lives
Certain capitalized construction costs
Under-recovered fuel revenue . . .

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

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

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

Early redemptions of long-term debt .. .. ... ooviiiiirniiiiiiiie

Benefitplans . .....coo0viins
Unbilled revenues .. ........»
Alternative minimum tax . ... ..

Provision for refunds and related
Prior year adjustments , .. ... ..

Net opersting Joss carryforward

Voluntary retirement/severance costs

e, PR e D C AR .
1 - (PR R
Investment tax credits — net .. ..
Total to operating expenses .

Charged (credited) to other income:
Curtent c . vsisvvansarvsnsanns

Deferred —not:
Regulatory disallowances . ... ..

OREE 5 oo s visivny snedades s
L e SRt

Total to other income . ... ..

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

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

Investment tax credit carryforward
Amortization of tax rate differences

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

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

T T T T S R R T TR

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

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

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

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

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

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

Amortization of regulatory disallowances

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

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

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

Investment tax credits - regulatory disallowances

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

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

Charged to cumulative effect of a change in

accounting for unbilled revenue .. deferred

Total feders! income taxes

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

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

3

Year Eaded Decomber 31,
m3 bm L]
Thousands of Dellars
$ 127,168 $ 50,616 $ 80751
208,322 185,246 222,766
33,251 5,189 2,706
43,436 13,37 14 800
22,944 35,543 3,364
(247) (4,891) (3,858)
{11,990) (4,568) m
(88,529) (46,714) (64,784)
25,403 9,451 16,243
17,316 (2,093) (20,336)
(39,871) 6,282 (15,541)
(1,475) 1,428 (18,883)
22,954 (60,554) (46,595)
1,970 29,400 -
2,530 310 (4,629)
236,014 167,400 85,53
(19,698) (20,322) (13,318)
343,485 197,694 152,965
(30,218) (21,567) (4,678)
(102,034) - (327,178)
2947 22,883 )
1,030 1,163 w
(71,527) 24,046 (317,994)
(101,745) 2479 (362,852)
o 41,679 -
$ 241,740 $241,852 $(209,889)
==



TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS = (Continued)

8. FEDERAL INCOME TAXES = (continued)

The significant components of the Company’s deferred tax assets and liabilities reflected net in the
balance sheet at December 31, 1993 are:

DEFERRED TAX ASSETS Thousands of Dollars
Current:
Unbilled revenues .. ....ooe00 s &5 e o4 b ol 24 KRS HET ba-p O EI RN Ge e AT $ 38,684
Dot GebE PEEBIVE . ... cuoscaansiorrvsasntortranssaiossbsseratansanstssrtnins 4,941
Total current .. ....oveevs P T I T T PP L O U o KF. = 5 a2 R AP P $ 43625
P = =
Non-Current:
Usnsmortized ITC . ........ T R e A b S BT 4 SRR AR BT AR R § 365,063
Reguiatory GISATIOWAREES . . . . ..o oiervrrisrsrasstinieriataasiarussnsisasnsers 318,028
ACInative MIBIMUI BRX . . oo v v resrisrraitiresssianasrrerasttrsraitiaies 335177
Tax rate differences ... ...... S A L s O S O 8 93,238
NOL CREryfOrWBI® . .. .. oovvivssarsnueresnsssssossisansusssivsssstossasssoss 91,750
TTC CRTYfOfWARE . . . ..ot vnvvesvrrnvanssarstnsesssiacetasstnsarannsssaruncss 51N
CombUstion turbIne IERBEE . - . . . .o\ cvurvrviirrans tauinarasssaaseisisninissteny 10,338
Refunds and interest . ........oovviiiiaveinons O S A4 g 28 49,403
BOBOME PIBRE ... oo vosorrserasarairsrterie st eiyatsiesiannsiiTairTtarsrenay 12,308
Propony INBUBRNCE PEBEIVE . ..\ .t v onrvurtas: svadisbssrsssssninissrssenesosons (1,090)
.................................................................. 4,286
'l'oulnoa-nmlt. ............................................ S hedns s 1,283,666
DEFERRED TAX LIABILITIES
Non-Current:
Capitalized CONSLIUCHION COME . . o\ v v verruisesaininiirmirissisirisiirninins 2,106,433
Differences between dqmdmon mothods and lives ............ I e e . 1,383,086
Previous Now-through GIIfErences .., ... ..ouvr oo reriiinisrnnianmaarinrisansis 96,922
Unamortized debt reacquisition CoBtE ... ... ccliiiianiii i si e 97,930
Under-recovered fuel TEVERNE . .. ..o ovcvvrrvrsnsrnnraressns PR e P e P 71,666
Voluntary retizement/Severance CORE . . ... ..o vuavoria it 25,046
Lignite GOPIOTION . . ...y .vssreniiaresar i s 27,261
RRATE COBE COBEE . .« o s s o6 nuerseionsonsiannasasnossioshbosssassrsssonassnsnsny 24,089
Nuclear fuel basis differences ... ..... g e Bt I o0 R L T S e e i e 3 12,294
Intangible pIant . ... ...ovvviriirrisiiisianin PR Ay e T 8,113
Cancelled lignite Wit COBIE ... ..« .ovueiasiiarrosssrnirsinasreisetsriassnnans . 8815
Total deferved tax Hability .. .o ovovvaiiiiininnns B e A T e P IR 3 3,861,655

NET TOTAL NON-CURRENT DEFERRED TAX LIABILITY



TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS « (Continued)

8. FEDERAL INCOME TAXES ~ (concluded)

Federal income taxes were less than the amount computed by applying the federal statutory rate to
pre-tax book income (loss) as follows:
Yoar Ended Deconsbor 31,
Bys  m
Thousands of Dollars

Federal income taxes at statutory rate: 1993 -~ 35%; 1992 and 1991 - 34%

........ $251,393 $361,411  $(169,681)
Reductions in federal income taxes resulting from:

Allowance for funds used during eo SLTUCHOR . .\ o\ oo vvivrvrersarraurannns 52,540 98,221 118,603
Depletion SUOWRNES . . .40 vovvvirirarisristoriiriisiranaisiornaronsss 21,696 22,004 21,104
Amortization of investment tex eredits . .., .. i a et reas 19,698 20322 20,401
Amortization of taz rate differences . ....... o0 v iiiiiiatari i iiiares (17,316) 2,093 20,336
Reversal of prior book/tax differences:
Regulatory disalOWRNCES .. ... ..ooviuiasresvariarassnrsesaninsriasans (21,553) — (142,412)
Investment tax credit - regulatory disallowances . .. .....oovi i - - 40,180
e R P Lwnl v endxxn ko E el T ervod B3N 4 (27,454) (24,159) (23.278)
Prior year SAjUBtMEntS | . . ... oo v viu i criiar it iita it 3 949 (11,694)
e R T AR Y e A ey o DLy e AR RPTR e R U T (19,292) 119 (3,032)
TOML POBUCBOBE 50 ¢5 sv0as o saasNsNasanesonEryionessndinsessy 9,653 119,559 40,208

Total federal income taxes

................................... $241,740 $241,852  $(209,889)
fr—r——— i P ———
Effective tax rate

===
..................................................... 33.7% 28% 421%

The Company has net operating loss carryforwards of approximately $261 million that are available
to offset future ordinary taxable income. Approximately $71 million of these loss carryforwards expire
in 2006 and the remaining $190 mi!tion expire in 2007. In addition, the Company has approximately $12
million of general business credit carryforwards which expire in 2006 and $335 million of minimum tax
credit carryforwards which ace available to offset future taxes.

As a part of its ongoing large case audit program, the Internal Revenue Service (IRS) is curreatly
auditing the consolidated Federal income tax returns of the Company for the years 1987 through 1990.
During the course of the audit, the IRS has proposed a number of adjustments to the returns as filed, the
most significant of which relates to a proposed reclassification of certain costs incurred in connection with
the construction of Comanche Peak Unit 1 as costs incurred to procure a nuclear operating license. The
Company is unable to predict the ultimate resolution of the issues raised in the audit and therefore is
unable to predict at this time the amount of any additional tax payment which may be required. While
the making of additional tax payments would have an impact on the Company’s cash potition, the
Company does not expect the outcome of the audit to have a material effect on its results of operation.

9. RETIREMENT PLAN AND OTHER POSTRETIREMENT BENEFITS

The Company has a retirement plan covering substantially all employees. Anem ployee’s benefits are
based on years of accredited service and average annual earnings received during the three years of
highest earnings. The costs of the plan were determined by independent actuaries. Contributions to the
plan were determined using the frozen attained age method which is one of the several actuarial methods
allowed by the Empluyee Retirement Income Security Act of 1974. For financial reporting purposes,
pension cost has been determined using the projected unit credit actuarial method. The cumulative
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TEXAS UTILITIES ELECTRIC COMPANY
NOTES TO FINANCIAL STATEMENTS « (Continued)

9. RETIREMENT PLAN AND OTHER POSTRETIREMENT BENEFITS w (continued)

difference between pension cost as determined for financial reporting purposes and contributions to the
plan is recorded cither as prepaid pension cost or as accrued pension liability.

The table below details the plan’s funded status and amount recognized in the Company’s balance

sheets:
December 31,

1993 1982
Thousands of Dollars

Actuarial present value of accumulated benefits:
Accumulated benefit ohligation (including vested benefits of

$551,103,000 for 1993 and $512,658,000 for 1992) ............. TR I  a e $(589,201) $(543,318)
D e s
Projected benefit obligation for service rendered 10 date . ... .oovvvras i $(720,415) $(641,734)
Plan assets at fair value — primarily equity investments,
government bonds and corporate PR SRSy §o QRPN S - C, F 736,443 660,776
Plan asseis in excess of projected benefit obligation ... ..o 16,028 19,042
Unrecognized net gain from past experience different from
that assuried and cffects of changes in aSsUMPHIONS .. .. oo vivvin e iiinnnins (131,592) (158,436)
Prior service cost nc' yet recognized in net periodic pension expense .. .. ... ariis 20,293 21,839
Unrecognized plan sssets in excess of projected benefit obligation at initial application ... (4,641) (3,079)
ACCTUSd PORBIGR COBE o . . oo s usrrariisrstiriarstiasiaiaeiititririiatirrrans $ (99,910) $(122,654)
e SEmmem

Assumptions used in determination of the projected benefit obligation include the following:

1993 1992
DISCOURE PAEE o v vvavnvrrssrsnrsriosssbasass 7.875% 8.50%
Increase in compensation levels ... .....co i iiins 4.700% 4.0%
Total pension costs, including amounts deferred and capitalized, were comprised of the following
components:
Year Ended December 31,
1993 1992 1991
Thousands of Dollars
Service cost —benefits eamed duringtheperiod ... ... oo $17,764 $ 23838 $ 23,560
Interest cost on projected benefit obligation . ... ... oo v 52,695 61,573 58,118
Actual return on PIAD BSSEE .. ... oui s it et iias sy (80,495) (71,043) (&7,126)
Net amortization and deferral . .. .....oviir it vaniiiiiaisiians 32,465 (1,285) 136,44
Net periodic Pension COBE ... .. ..uoovvrvainsrrarriratasrarinnss 22,429 13,083 11,346
Deferred termination cOBt . ... .. .ovveeirviiirirines AP I R - 116,665 -
TOtal PENSIOR COBE . . ..o vvvvvrusnssrssiasrssistssrratensnne $ 22429 $129,748 § 11,346
= === [

The assumed long-term rate of return on plan assets was 8.75% for 1993, 1992 and 1991,

In addition to the retirement plan, the Company offers certain health care and life insurance benefits
to substantially all its employees and their eligible dependents at retirement which normally is age 65 but
may be as carly as age 55 with 15 years of service. Retirees currently pay a portion of the cost of
providing such benefits and are expected to continue to do so in the future. In January 1993, the
Company adopted Statement of Financial Accounting Standards No. 106, *Employers’ Accounting for
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS = (Continued)

9. RETIREMENT PLAN AND OTHER POSTRETIREMENT BENEFITS =~ (concluded)

Postretirement Benefits Other Than Peasions" (Statement 106), which requires a change in the accounting
for a company's obligation to provide health care and certain other benefits to its retirees from the "pay-
as-you-go" method to an accrual method and requires the cost of the obligation to be recognized in the

period from employment date until full eligibility for benefits.

The Company’s net periodic postretirement benefits cost other than pensions for the year ended
December 31, 1993, including amounts capitalized, were comprised of the following components:

Thouseads of Dellacs

Service cost —benefits carned during the period ..o .oovvvviirrirans crrerirnrnrrere $ 5,642

Interest cost on the accumulated postretirement benefit obligation ... ..vvvevvirerarrrrrines 25,67

Amortization of the transition oblgation . . ... c.vveareriiiiriririrrii s s 15,058
Actual 761UT0 ON PIAN BBBEIE , . .« . ccvviirrriiarr i it e terd . -
Net amortization and deferral . ... ... .o-vortirrarerrtartriiatiatirrrararsaaanee -

Net postretirement DEnefits COBE . ...oooviierrrrraniarriraisrriansiiararierens 346,377

c=mms

The table below details the funded status for other postretirement benefits and amount recognized
by the Company at December 31, 1993

Theusands of Dellars
Accumnlated postretirement benefit obligation (APBO):
I T T L T ¥ P L o T R n e e B A2 i LK $(224,116)
Pully eligible sctive employees ... ...cc.ocvsrerieisiiiiasaniiiainsnsnntntanes (3,796)
Oher ACtIVE SMPIOYOESE . . o, o oo v vesrearannasssrrasiostintisssiaaiiirseaspnnsesnss (121,687)
Waal AP o <o vvbvannsnip poids as s GE 644 TE TR vva oMo LANELTE IR Epd Rt e diabe (349,599)
Pl 0800ts 8t FAlT VAINE oo vuvvversrrarmaarnrsossisrsasarsaasurbtsariretirsatreents —
APBO in excess Of PIAN BEALE8 o ..o vvvoriqarsaritrstanstasassnensatagirsnratiernasune (349,599)
Unrecognized net loss . ... .. N SRR S oS S gt poeg e pepope A § S AR ST 40,087
Unrecognized Prior SETvi0e COBE .. ..o oy v ernssinssrinisrssisainsaiansruisrnnessess -
Unrecognized transiticn obIGAtIon .. ... oovvuvviiirnriinrinaiiiasnn e 286,093
Accrued postretirement Denefits COBt . .. ... viviriiriiiiiarr i $ (23,419)

The expected increase in costs of future benefits covered by the plan is projected using a heaith care
cost trend rate of 7.5% in 1994, 6.5% in 1995, 5.5% in 1996 and 5.0% in 1997 and thereafter. A one
percentage point increase in the assumed health care cost trend rate in each future year would increase
the APBO at December 31, 1993 by approximately $51.7 million and other postretirement benefits cost

for 1993 by approximately $6.5 millior
The assumed discount rate used to measure the APBO is 7.875%.

The Company's cost of providing other postretirement benefits in 1992 and 1991, which was
recognized on a *pay-as-you-go” basis, was approximately $13,002,000 and $13,781,000, respectively. The
Company was granted recovery of its Statement 106 cost in Docket 11735 (see Note 11). Funding of the
other postretirement benefits obligation will begin by the third quarter of 1994,



TEXAS UTILITIES ELECTRIC COMPANY

NOTE 3 TO FINANCIAL STATEMENTS = (Contloved)

10, SALES OF ACCOUNTS RECEIVABLE

In November 1993, the Company terminated its then existing receivables facility to sell receivables
to certain financial institutions and entered into a new facility with other financial institutions. Under
such new facility, the Company is entitled to sell an-i such financial institutions may purchase, on an
ongoing basis, undivided interests in customer accounts receivable representing up to an aggregate of
$350,000,000. Additional receivables are continually sold to replace those collected. At December 31,

1993 and 1992, accounts reccivable was reduced by $300,000,000 to reflect the sales of such receivables
+o financial institutions under snch agreements,

11. RATE PROCEEDINGS

Docket 11735

In January 1993, the Company made applications to the PUC in Docket 11735 and to its municipal
regulatory authorities for upward adjustments in rates for electric service throughout its service area,
which would have increased annual operating revenues by approximately $760 million, or 15.3%, based
upen the test year ended June 30, 1992. Such request reflects, among other things, costs associated with
Comanche Peak Unit 2, costs associated with Comanche Peak Unit 1 after the end of the Docket 9300
(see below) test :ar, additional ad valorem ‘axes and certain postretirement benefit costs. In August
1993, pussuant t~ rules of the PUC, the Company placed its requested rate increase into effect, under
bond and subject to refund with interest, applicable to energy sales on and after such date. Revenucs
were recorded net of an estimated reserve for possible refunds,

In October 1993, the PUC issued an order (Order) approving the terms of an agreement (Settlement
Agreement) among the Company, the General Counsel’s office of the PUC and applicable intervenors
which, among other things, settleu all remaining issues relating to the design, construction and cost of
Comanche Peak through commencement of commercial operation of Unit 2. The Settlemeat Agreement
provides for the disallowance in Docket 11735 of $250 million of costs relating to the completion of
Comanche Peak. Pursuant to the Order, the Company refunded $5 million in fuel charges previously
incurred in order to resolve the fuel phase of Docket 11735 under which the Company was secking
reconciliation of approximately $4.6 billion of fuel costs incurred during the three year period ended
June 30, 1992, under the fuel rule in effect prior to May 1993. Further, in order to resolve the primary
issue in another proceeding which resulted from a complaint filed against the Company in October 1992
by the Generzl Counsel's office of the PUC, as a result of the Order, the Company agreed to write off $83
million of AFUDC, which consists of the amount subject to dispute in such proceeding and similar
charges subsequently accrued. Also, under the Scttlement Agreement and confirmed in the Docket 11735
final order (see below), the Company will recover, ratably over an eight year period, $197 million of
operation and maintenance expenditures incurred by the Company in connection with its recent cost

reduction program. However, an additional 325 million of such expenditures will not be subject to

recovery and was written off by the Company. As a result of the Settlement Agreement, the Company

recorded a charge against carnings in September 1993 of approximately $363 million ($265 million after
tax).



TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS = (Continued)

11, RATE PROCEEDINGS «= (continued)

Un January 28, 1994, the PUC issued a final order in Docket 11735 which provided for a total annual
revenue increase of approximately $435 million, or 8.7%. The Company strongly disagrees with the final
order and has filed a motion for rehearing with the PUC, and will appeal the outcome, if necessary. As
a result of this order, unless the order is changed on rehearing, the Company will refund the difference
between the bonded rates and the rates approved in the final order, including interest, all of which is
being fully reserved by the Company. The total amouant to be refunded will be determined once approved
rates have been implemented, which is expected to be during the second quarter of 1994, The amount
to be refunded at December 31, 1993 was approximately $141.2 million. Such refund will be mitigated

by a fuel cost surcharge approved by the PUC of approximately $144.5 million, includiag interest, in
under-collected fuel costs through June 30, 1993,

The following details the effect on 1993 net income of the Settlement Agreement and the Docket
11735 final order charges:

Thousands of Dollars

OPERATING REVENUES .. .:cicoasnsscovesasvonpitanssssssassssasses $ (5,000)
OPERATING EXPENSES

Foderal Int0me LRSS «CURTORE . &+ .o cossosrrvasovsasssassdrsessarupsis 1,000

Federal income taxes wedeferred . ... ..o v vvirnrrratsanarrssrsarsnns 750
CPERATING BICRIRER . - v s io vusisnnssrnnntonsdnd noobstng bt iidosssnd (3,250)
OTHER INCOME (LOSS)

Regulatory disallowanees .. ......c.oocscarnivraninainrrssvrrnrinnnns (359,556)

Foderal INCOME EAXEE «mCUTTBAL . . . . .« s v s crv s it osarssrsnbavsnsssnsy

Federal income taxes ~=3eferred . .. ... .ooviverisvnrivosasrsrsosasessns 94,406

Total othar I0come (JOBE) .. « v v vosorrnvvaresrasvassssonnassssrsvstess (262,892)

EFFBCTONNETINCOME ... vo0isaceosaevsstrassasnsossssansraosnss $(266,142)

In November 1993, an intermediate appellate court in Texas, considering an appeal of another utility's
rate case, ruled that utilizing tax benefits generated by costs not allowed in rates to reduce rates charged
to customers was required by prior court rulings for all disallowed costs, including capital costs. The
Company believes that such rulings are erroneous and not consistent with the Texas Public Utility
Regulatory Act. According to a Private Letter Ruling issued to the Company by the Internal Revenue
Service (IRS) with respect to investment tax credits, such ratemaking treatment, to the extent related to
property classified for tax purposes as public utility property, would result in a violation of the
normalization rules contained in the Internal Revenue Code of 1986, as amended (Code). Violation of
the normalization rules would result in a significant adverse effect on the Company's results of operation
and liquidity. The tax benefits associated with the Comanche Peak costs disallowed in Docket 9300 (sce
below) could be affected as a result of the court’s method. In addition, in its final order in Docket 11735,
the PUC reduced rates for the tar benefits generated by certain costs which were not allowed in rates.
However, the PUC recognized the potential for a normalization violation if investment tax credits and tax
depreciation generated by disallowed plant costs are used to reduce rates. Therefore, the PUC ordered
the Company to obtain a Private Letter Ruling from the IRS wath respect to tax depreciation on
disallowed plant. Thus, the Company’s rates would not reflect the tax depreciation benefit of disallowed
plant unless the IRS rules such benefits can be utilized to reduce rates without violating the normalization
rules contained in the Code, Such a finding by the IRS would require the Company to refund the tax
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS = (Continued)

11, RATE PROCEEDINGS = (concluded)

depreciation benefits to its customers. The Company does not believe it is likely that such refund will
occur if the IRS maintains a position similar to that stated in its previous Private Lotter Ruling to the
Company.

Docket 9300

In September 1991, the PUC issued a final order in Docket 9300, which provided for a total revenue
increase of approximately $442 million and included $695 million of CWIP in rate base to support the
revenue increase. It also included a prudence disallowance of $472 million with respect to certain
Comanche Peak costs relating to 87.8% of the Company’s ownership interest in both units of Comanche
Peak. With respect to the Company’s reacquisition of the remnining 12.2% minority owner interests in
Comanche Peak, the order included an additional disaliowance of $909 million. In Sep! ember 1991, the
Company recorded a charge against carnings, as a provision for regulatory disallowances, of $1.381 billion
($1.011 billion after tax) as a resuit of the Docket 9300 final order,

In November 1991, the Company filed a petition in the 250th Judicial Distzict Court of Travis County,
Texas, requesting a reversal and remand of the Docket 9300 final order. Other parties to the PUC
proceeding also filed appeals with respect to various portions of the order. In September 1992, after a
hearing, the Court entered a judgment in the appeals which affirmed the prudence disallowance of $472
million but reversed and remanded to the PUC for reconsideration those portions of the PUC's final
order providing for additional disallowances aggregating 3884 million with respect to the Company’s
reacquisition of minority owner interests in Comanche Peak. The Coart recognized that on remand the
PUC may adjust the amount of CWIP included in the Company’s rate base to be consistent with the
PUC’s redeterminations regarding the minority owner reacquisitions and the amount of cash working
capital. Therefore, the Company does not expect this judgment to affect the rates approved in the
Docket 9300 final order. Other parties to this suit have appealed this judgment. The Company disagrees

with certain portions of the judgment and also has appealed, The Company is unable to predict the
outcome of such appeals and any reconsideration by the PUC,

12. COMMITMENTS AND CONTINGENCIES
Construction Program

The Company has taken steps to substantially reduce comstruction expenditures from amounts
previously estimated. Conmstruction expenditures, excluding AFUDC, are presently estimated at $363
million for each of the years 1994, 1995 and 1996. Estimated construction expenditures for 1994 through
1996 do not include $210 million in 1996 to resume active construction of two lignite-fucled units at Twin
Oak which would be necessary to meet the current scheduled in service dates of the units. The
reevaluation of growth expectutions, the effects of inflation, additional regulatory requirements, and the
availability of fuei. labor, materialz and capital may result in changes in estimated construction costs and
dates of complction. Commitments in connection with the construction program are generally revocable
subject to reimbursement to manufacturers for expenditures incurred or other cancellation penalties.




TEXAS UTILITIES CLECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS « (Continued)

12, COMMITMENTS AND CONTINGENCIES == (continued)

Clean Alr Act

The federal Clean Air Act, as amended (Clean Air Act) includes provisions which, among other
things, place limits on the sulfur dioxide emissions produced by generating units. To meet these sulfur
dioxide requirements, the Clean Air Act provides for the annual allocation of sulfur dioxide emission
aliowances to utilities. Under the Clean Air Act, utilities are permitted to transfer allowances within their
own systems and to buy or sell allowances. The EPA grants a maximum number of allowances annually
to the Company based on the amount of emissions from units in operation during the period 1985 through
1987. The Clean Air Act also provides that the Company be granted additional annual allowances for
certain of the Company’s units under construction based on part of their anticipated emissions. The
Company’s capital requirements have not been significantly affected by the requirements of the Clean Air
Act. Although the Company is unable to fully determine the cost of compliance with the Clean Air Act,
it is not expected to have a significant impact on the Company. Any additional capital costs, as well as
any increased operating costs associated with these new requirements, are expected to be recoverable
through rates, as similar costs have been recovered in the past.

Purchased Power Contracts

The Company has entered into purchased power contracts to purchase portions of the generating
output of certain qualifying cogenerators and qualifying small power producers through the year 2005.
These contracts provide for capacity payments subject to a facility meeting certain operating standards
and energy payments based on the actual power taken under the contracts. The cost of these and other
purchased power contracts is recovered currently through base rates, power cost and fuel recovery factors
applied to customer billings. Capacity payments under these contracts for the years ended December 31,
1993, 1992 and 1991 were $249,110,000, $240,341,000 and $229,953,000, respectively.

Assuming operating standards are achieved, future capacity payments under the agreemeats are
estimated as follows:

Years Thousands of Dellars

P L e S P T $ 231,081

R R e PO, 223,910

BORE oo U500 vl § b ik b AN 228,337

Ay T S g v Ly 237,014

S PR TRt L e 244,795

THoBRE icsuansinanatvenions 654,641
o PSSSE ) R ) B R O $1,819,77%

Leases

The Company has entered into operating leases covering various facilitics and properties including
combustion turbines, transportation, mining and data processing equipment, and office space. Lease costs

charged to operation expense for the years ended December 31, 1993, 1992 and 1991 were $68,311,000,
$66,219,000 and $60,085,000, respectively,
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS « (Continued)

12, COMMITMENTS AND CONTINGENCIES == (continued)

The Company's future minimum lease commitments under such operating leases that have initial or
remaining noncancellable lease terms in excess of one year as of December 31, 1993, were as follows:

Years Thousands of Doilars
R OSSO S L g SO $ 34,961
1, SR PN S GRS P e T T e 33,079
. AR R EPCr PR AP R e 31,387
T N, T SRS F - S NP ST PPy P 29,884
L Sy R AT DA TCL SR e e g 29,313
DRBIIEIIEE o s v 5 4i Ga st naais Seh e GaeiohenTin s dshes £95,608
Total minimum lease commitments® . ... ..o vvsinaen $754,232
=

* Minimum lease commitments have not been reduced by $46,000 due to the Company under
noncancellable subleases.

Cooling Water Contracts

The Company has entered into contracts with public agencies to purchase cooling water for use in
the generation of electric energy. In connection with certain contracts, the Company has agreed, in effect,
to guarantee the principal, $38,590,000 at December 31, 1993, and interest on bonds issued to finance the
reservoirs from which the water is supplied. The bonds mature at various dates through 2011 and have
interest rates ranging from 5-1/2 to 7%. The Company is required to make periodic payments equal to
such principal and interest for the years 1994 through 1998 which includes amounts assumed by a third
party as follows: $4,423,000 for 1994; $4,431,000 for 1995; $4,430,000 for 1996; $4,435,000 for 1997 and
$4,435,000 for 1998, Payments made by the Company, net of amounts assumed by a third party under
such contracts, for 1993, 1992 and 1991 were $2,954,000, $2,849,000 and $2,596,000, respectively. In
addition, the Company is obligated to pay certain variable costs of operating and maintaining the
reservoirs. The Company has assigned to a municipality all contract rights and obligations of the
Company in connection with $86,450,000 remaining principal amount of bonds at December 31, 1993,
issued for similar purposes which had previously been guaranteed by the Company. The Company is,
however, contingently liable in the unlikely event of default by the municipality.

Nuclear Insurance

With regard to liability coverage, the Price-Anderson Act (Act) provides financial protection for the
public in the event of a significant nuclear power plant incident. The Act sets the statutory limit of public
liability for a single nuclea: incident currently at $9.4 billion and requires nuclear power plant opsrators
to provide financial protection for this amount. As required, the Company provides this finsncial
protection for a nuclear incident at Comanche Peak resulting in public bodily injury and property damage
through a combination of private insurance and industry-wide retrospective payment plans. As the first
layer of financial protection, the Company has purchased $200 million of liability insurance from
American Nuclear Insurers (ANT), which provides such insurance on behalf of two major stock and
mutual insurance pools, Nuclear Energy Liability Insurance Association and Mutua!l Atomic Energy
Liability Underwriters. The second layer of financial protection is provided under an industry retro-



TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS ~ (Continued)

12, COMMITMENTS AND CONTINGENCIES ~= (continued)

spective payment program called Secondary Financial Protection (SFP). Under the SFP, cach operating
licensed reactor in the United States is subject to an assessment of up to $79.275 million, subject to
increases for inflation every five years, in the even: of a nuclear incident at any nuclear plaut in the United
States. Assessments are limited to $10 million per operating licensew. reactor per year per incident. All
assessments under the SFP are subject to 8 3% insurance premium tax which is not included in the
amounts above,

With respect to nuclear decontamination and property damage insurance, NRC regulations require
that nuclear plant license-bolders maintain not less than $1.06 billion of such insurance and require the
proceeds thereof to be used to place a plant in a safe and stable condition, to decontaminate it pursuant
to a plan submitted to and approved by the NRC before the proceeds can be used for plant repair or
restoration or to provide for premature decommissioning. The Company maintains nucicar
decontamination and property damage insurance for Comanche Peak in the amount of $2.75 billion, abos
which the Company is self-insured. The primary layer of coverage of $500 million is provided by ANL
The remaining coverage includes premature decommissioning coverage and is provided by ANI in the
amount of $850 million and Nuclear Electric Insurance Limited (NEIL), a nuclear electric utility industry
mutual insurance company, in the amount of $1.4 billion. The Company is subject to a maximum annual
assessment from NEIL of $17 million in the event NEIL's losses under this type of insurance for major
incidents at nuclear plants participating in this program exceed its accumulated funds and reissurance.

The Company maintains Extra Expense Insurance through NEIL to cover the additional costs of
obtaining replacement power from another source if one or both of the units at Comanche Peak are out
of service for more than twenty-one weeks as a result of covered direct physical damage. The coverage
provides for weekly payments of up to $3.5 million for the first and $2.345 million for the second and third
fifty-two week periods of each outage, respectively, after the initial twenty-one week period. The total
maximum coverage is $426 million per unit. The coverage amounts applicable to each unit will be
reduced to 80% if both units are out of service at the same time as a result of the same accident. Under
this coverage, the Company is subject to a maximum assessment of $10 million per year.

Nuclear Decommissioning and Disposal of Spent Fuel

The Company has established a reserve (included in accumulated depreciation) for the
decommissioning of Comanche Peak, whereby decommissioning costs are being recovered from cestomers
over the life of the plant and deposited in external trust funds /included in other investments). At
December 31, 1993, such reserve totaled $35,978,000 which includes an accrual of $12,612,000 for the year
ended December 31, 1993, At December 31, 1993, $35,720,000 has been deposited in the external trust
funds for decommissioning of Unit 1 and Unit 2. Realized earnings on funds deposited in the external
trusi are recognized in the reserve. Based on a site-specific study during 1992 using the prompt
dismantlement method and then-current dollars, decommissioning costs for Comanche Peak Unit 1, and
Unit 2 and common facilities were estimated to be $255,000,000 and $344,000,000, respectively,
Decommissioning activities are projected to begin in 2030 and 2032 for Comanche Peak Unit 1, and
Unit 2 and common facilities, respectively. The Company is recovering such costs based upon the 1992
study through the rates placed in effect under Docket 11735 (sec Note 11).
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TEXAS UTILITIES ELECTRIC COMPANY

NOTES TO FINANCIAL STATEMENTS ~ (Countinued)

12, COMMITMENTS AND CONTINGENCIES - {concluded)

TL. Company has a contract with the United States Department of Energy for the future disposal
of spent nuclear fuel at a cost of one mill per kilowatt-hour of Comanche Peak net generation. The
disposal fee is included in nuclear fuel expense.

Generel

In addition to the above, the Company is involved in various legal and administrative proceedings

which, in the opinion of the Company, should not have a material effect upon its financial position or
results of cperation,

13, CHANGE IN ACCOUNTING FOR UNBILLED REVENUE

Effective January 1, 1992, the Company began recording base rate revenue for energy sold but not
billed through the end of cach month to achieve a better matching of revenues and expenses. Prior to the
change in accounting method, revenues were recognized based on customer billings on a cycle basis. The
change in accounting increased net income in 1992 by $102,044,000, of which $80,907,000 represents the
crmulative effect of the change in accounting principle ut January 1, 1992. Pro forma effects, assuming
rutroactive application of recording unbilled revenues, are presented below:

Year Eaded December 31,
O
Thousands of Dellars
As previously reporied:
Nt 10000 (10B8) « ¢ svouroniornriroseatsonsosinrscasiairsreesens $476,526 $821,123  $(289,173)
Pro forma:
Net Inoome (JOME) .o vovivinassivervaninsssssresarsnsasenssnassse — $740,216 $(286,457)

14, FAIR VALUE OF FINANCIAL INSTRUMENTS

In December 1991, the FASB issued Statement of Financial Accouating Standards No. 107,
“Disclosures about Fair Value of Financial Instruments” (Statement 107) to provide readers of the
financial statements another method of valuing financial instruments on a current basis. The following
information represents the Company’s estimate of the amount at which the instruments could be
exchanged in a current transaction between willing parties, other than in a forced sale.

The amounts reflected in the balance sheet for cash, temporary cash investments and special deposits
approximate fair value due to the short maturity of such instruments. The fair values of financial

instruments for which estimated fair values have not been specifically presented is not materially differsnt
than their related book value,

Other investments includes amounts principally for nuclear decommissioning fund assets and funds
invested pursuant to certain incentive and compensation agreements. The fair values of the nuclear
deccmmissioning assets and incentive and compensation assets are estimated based on quoted market
prices at year-end for the instruments in which such funds are invested.

The fair values of the long-term debt and preferred stock subject to mandatory redemption are
estimated at the lesser uf the Company’s call price or the present value of future cash flows discounted
at rates consistent with comparable maturities adjusted for credit risk,
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TEXAS UTILITIES ELECTRIC COMPANY
NOTES TO FINANCIAL STATEMENTS ~ (Concluded)

14. FAIR VALUE OF FINANCIAL INSTRUMENTS == (concluded)

The carrying amount of other financial liabilitics classified as current on the balance sheet, such as
notes payable-banks and long-term debt due currently, approximates fair value due to the short maturity
of such instruments. Customer deposits have no defined maturities and, therefore, are reflected at the
amount payable on demand at the balance sheet date.

The Company has agreed, in effect, to guarantee the principal and interest on bonds used to finance
the reservoirs from which the Company uses cooling water for certain generating units. The Company
is also the guarantor for the principal amount of certain bonds issued for similar purposes which were
assigned to a municipality. The outstanding principal at December 31, 1993 and 1992 of the bonds for
which the Company is contingently liable is $125,000,000 and $131,000,000, respectively. The fair value
of the bonds, approximately $136,000,000 and $131,000,000 for December 31, 1993 and 1992, respectively,
is based on the present value of the instruments’ approximate cash flows discounted at the year end risk
free rate for issues of comparable maturities adjusted for credit risk.

The Company is in cffect obligated for the long-term notes of Fuel Compariy and Mining Company
which total $442,680,000 and $359,150,000 at December 31, 1993 and 1992, respectively. The fair value
of such notes, approximately $460,72+,000 and $390,423,000 at December 31, 1993 and 1992, respectively,
is calculated as the present value of the instruments’ future cash flows discounted at the year end risk free
rate for issues of comparable maturities adjvsted for credit risk,

The estimated fair value of the Company’s significant financial instruments are as follows:

December 31, 1993 = December 31, 1992
Carrying Fair Carrying Fair
Amoant Valus Amoant Value
Thousands of DoDars
Long-terta d=bt . ... ... R A g, e $7,607,09 $8 481,960 $7,280,301 $7,976,303
Preferied stovk subject to mandatory redemption . ... 396,917 408 347 418,748 445,009
Other INVeBtMEnts . . ... covsivvsasrsrisrssvrnsrs 44,564 46278 31,620 32,623

15. SUPPLEMENTARY FINANCIAL INFORMATION (Unaudited)

In the opinion of the Company, the information below includes all adjustments (constituting only
normal recurting accruals and the change in accounting, see Note 13) necessary to a fair statement of such
amounts. Quarterly results are not necessarily indicative of expectations for a full year’s operations
because of seasonal and other factors, including rate changes, variations in maintenance and other
operating expense patteras, the impact of the change in AFUDC accruals (see Note 1) and the charges
for regulatory disallowances. For additional information regarding the charges for regulatory

disallowances, see liem 7. Management’s Discussion and Analysis of Financial Condi..on and Resuits of
Operation and Note 11,

Oparating Revenues Operating Income Net Income
Quarter Ended 1993 1992 !_92 1992 1993 1992
Thousaunds of Dollars
BROOEN DR cscii e dai it rie $1,142,184 $1086920 § 234244 § 218249  $162.99 $196,907
TR I R G 1,255,657 1,195,778 264,607 281,857 197,063 187,757
September 30 ... ..oi0iiinns 1,773,420 1,478,148 453,509 410,248 84,929 325488
December3l ........civuven 1,237,898 1,175,852 195,614 209,081 31,542 11097
$5,400,156 $4.906,695 $1,147974  $1,119431  $476,526 $821,123
A e e -
)|



INDEPENDENT AUDITORS' REPORT

Texas Utilities Electric Company:

We have audited the accompanying balance sheets of Texas Utilitiss Electric Company as of
December 31, 1993 and 1992, and the relaied statements of income, retained earnings and cash flows for
each of the three years in the period ended December 31, 1993, Our audits also included the financial
statement schedules listed in Item 14.(a)2. These financial statements and financial statement schedules

sre the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements and financial statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles us~d and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We bulieve that our audits provide a reasonable basis for our
opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial positica of
the Company at December 31, 1993 and 1992, and the results of its operations and its cash flows for each
of the three years in the period ended December 37, 1993, in conformity with generally accepted
accounting principles. Also, in our opinion, suct financial statement schedules, when considered in

relation to the basic financial statements taken as a whole, present fairly in all material respects the
information set forth therein,

As discussed in Notes 8 and 9 to the financial statements, in 1993, the Company changed its methods of
accounting for income taxes and postretirement benefits other than pensions to conform with Statemeats
of Financial Accounting Standards No. 109 and No. 106, respectively. Also discussed in Note 13 to the

financial statements, in 1992, the Company changed its method of accounting for base rate revenue sold
but not billed.

DELOITTE & TOUCHE

Dallas, Texas
March 11, 1994
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TEXAS UTILITIES ELECTRIC COMPANY
STATEMENT OF RESPONSIBILITY

The management of Texas Utilities Electric Company is responsible for the preparation, integrity
and objectivity of the financial statements of the Company and other information included in this report.
The financial statements have been prepared in conformity with generally accepted accounting principles.

As appropriate, the statements include amounts based on informed estimates and judgments of
management.

The management of the Company has established and maintains a system of internal control
designed to provide reasonable assurance, on a cost-effective basis, that assets are safeguarded,
transactions are executed in accordance with management’s authorization and financial records are
reliable for preparing financial statements. Management believes that the system of control provides
reasonable assurance that errors or irregularities that could be material to the financial statements are
preveuted or would be detected within a timely period Key elements in this system include the effective
communication of established written policies and procedures, sclection and training of qualified
personnel and organizational arrangements that provide an appropriate division of responsibility. This
system of control is augmented by an ongoing internal audit program designed to evaluate its adequacy
and effectiveness. Management considers the recommendations of the internal auditors and independent
certified public accountants concerning the Company’s system of internal control and takes appropriate
actions which are cost-effective in the circumstances. Management believes that, as of December 31, 1603,
the Company's system of internal control was adequate to accomplish the objectives discussed herein.

The independent certified public accounting firm of Deloitte & Touche is engaged to audit, in
accordance with generally accepted auditing standards, the financial statements of the Company and to
issue their report thereon,

/s/ ERLE NYE
Erle Nye, Chairman of the Board
and Chief Lixecutive

/s/ H. JARRELL GIBBS
H. Jarrell Gibbs, Executive Vice President
and Principal Financial Officer

/s/ H. DAN FARELL
H. Dan Farell, Vice Pregident
and Controller
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Item 9.

FINANCIAL DISCLOSURE.,

Mone,

PART 11

CHANGES INAND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND

item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

Identification of directors, business experience and other directorships:

Name

T. L. Baker

1. 8. Farringion

H. Jarrell Gibba

Erle Nye

Michae| D. 8pence

W. M. Taylor

£ L. Watson

11

59

56

56

5

51

59

Other Poritions and
Offices Presently Held
With the Company
{Carrent Term Expires
May 20, 1994)

Executive Vice
President

None

Exeoutive Vice
President

Chairman and
Chief Executive

Hxecutive Vice
President

Executive Vice
President

Viee Chairman

Date First
Elected as
Director

February 20, 1987

Septamber 17, 1982

May 24, 1989

September 17, 1982

September 17, 1982

May 20, 1986

February 20, 1987

Present Principsl Occupation
or Employment and Principal
Business (preceding § yrs.),
Other Directorships

Exe. 'tny Vice President of the
Co  pany; prior thersto, Sanior Vice
President of the Company.

Chairman of the Board and Chief
Executive of Texas Utilities, the
parent company of the Company,;
other directorships: Texas Utilitics.

Vice President and Principal Financial
Officer of Texas Utilities and
Excoutive Vice President of the
Company, prior thereto, Executive
Viee Prosident of Texas Eleotric
Service Division; prior thereto, Vice
President of the Company.

President of Texas Utllities;
other directorships: Texas Utilities,

Executive Vice President of the
Company; prior thereto, President of
Generating Division,

Exccutive Vice President of the
Company; prior thereto, President of
Dallas Power Division,

Viee Chairman of the Company;
prior therelo, Executive Vice
President of the Company, prior
thereto, Senior Vice President of the
Company.



Item 10. DIRECTORS Al 'D EXECUTIVE OFFICERS OF THE REGISTRANT (Concluded).

Identification of executive officers and business experience:

Name of Officer
Erle Nye

T. L. Baker

H. Jarrell Gibbs

Michael D. Spence

W. M. Taylor

E. L. Watson

There is no family relationship between any of the above named executive officers.

o
56

48

56

51

59

Positions and Offices
Presently Held
(Current Term

Expires May 20, 1994)

Date First Elected
to Present Offices

Chairman and
Chief Executive

Executive Viee
President

Executive Vice
President

Executive Vice
President

Executive Vice
President

Vice Chairman

February 20, 1987
October 1, 1991

October 1, 1991

October 1, 1991
Octaober 1, 1991

November 1, 1992

35

Busiuess Experfence
(Preceding Five Years)

Same and President of Texas Utilities.

Senior Vice President of the Company.

Vice President and Principal Financial
Officer of Texas Utilities; prior thereto,
Executive Vice President of Texas
Electric Service Division; prior . ereto,
Vice President of the Company.

President of Generating Division.
Pregident of Dallas Power Division.

Exeoutive Vice President; prior thereto,
Senior Vice President of the Company,




Item 11, FXECUTIVE COMPENSATION

The Company has paid or awarded compensation during the last three calendar years to the following

executive officers for services in all capacities:

SUMMARY COMPENSATION TABLE

M0 COmpensation -
Awards Fagous
Name and Other Annual  Restricted All Other
Pnnapnl Compensation Stock Options/ e Compensation
Position Year Saary($) Bonw($) (5l  Awud (5 SARs(#) Paous(s) _(® 7
Erie Nye, 1993 554,167 100,000 203,500 61,938 63907
Chairman of the 1992 525,000 0 194,500 50,266 60,739
Board and Chief 1991 493,750 0 169,500 0 NA
Executive of the
Company ®
Michael D, 1993 289,083 31,000 67,560 44,054 34,246
Spence, 1992 285,000 0 66,300 33,223 22,800
Executive Vice 1991 285,000 40,000 81,300 0 NA
President of the
Company
T. L. Baker, 1993 237,083 25,000 58,200 29,720 26,042
Executive Vice 1992 233,000 0 56,940 24,404 25,112
President of the 199 223,417 0 61,940 0 NA
Company
W. M. Taylor, 1993 217,250 65,000 60,802 28818 21,296
Executive Vice 1992 205,000 0 66,500 22,543 12,795
President of the 1991 198,750 0 51,900 0 NA
Company
E. L. Watson, 1993 227,000 27,000 56,760 . 29,682 28,944
Vice Chairman of 1992 220,000 0 54,600 - 23920 28,146
the Compsny 1991 213,333 0 56,600 B 0 NA

]
@)

Amounts reported in the table consist entirely of compensation paid by Texas Utilities.

Amounts reported as Long-Term Compensation are attributable to the officers’ participation in the
Deferred and Incentive Compensation Plan of the Texas Utilities Company System (Plan). Under
the Plan, officers of the Company with a title of Vice President or above may defer a percentage of
their compensation not to exceed a maximum percentage determined by the Organization and
Compensation Committee of the Board of Directors of Texas Utilities (Committee) for each Plan
year and in any event not to exceed 15% of the participant’s compensation. The Company makes
a matching award equal to 150% of the deferred compensation. In addition, the Committee can
establish incentive awards under the Plan. In no event will the sum of all incentive awards in any
Plan year exceed 25% of the aggregate compensation of eligible employees. These matching and
incentive awards are subject to forfeiture under certain circumstances. Under the Plan, a trustee
purchases Texas Utilities common stock with an amount of cash equal to the deferred compensation,
maitching award and incentive award and the Company establishes accounts for each participant
containing performance units equal to such number of common shares. Plan invesuments, including
reinvested dividends, are restricted to Texas Utilities common stock. On the expiration of the
applicable maturity period (three years for incentive awards, and five years for deferrals and matching
awards) the value of the participants’ accounts are paid in cash based upon the then current value
of the units; provided, however, that in no event shall a participant’s account be deemed to have a
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cash vaiue which is less than the sum of such participant's deferred amount together with a 6% per
annum {(compounded annually) interest equivalent thereon. The maturity requirement is waived if
the participant dies or becomes totally and permanently disabled.

Compensation deferred under the Plan is included in amounts reported as Salary in the Summary
Compensation Table. Amounts shown in the table below represent the number of shares purchased
under the Plan with such deferred salaries for 1993:

Long-Term Incentive Plan - Awards In Lasi Fiscal Year

Number of
Shares, Units or  Performance or Other Period
Name Other Rights Unptil Maturation or Payout
Erle Nye 1,502 5 years
Michael D. Spence 763 5 Years
T. L. Baker 627 5 Years
W. M. Taylor 590 5 Years
E. L. Watson 606 5 Years

Incentive and matching awards under the Plan are included under Restricted Stock Awards in the
Summary Compensation Table. As a result of these awards and undistributed awards made under
the Plan in prior years, at December 31, 1993 the number and market value of performance uaits
(each of which is equal 1= one share of common stock) held in the Plan accounts for Messrs. Nye,
Spence, Baker, Taylor and Watson were 15,336 ($663,282), 6,208 ($268,496), 4,910 ($212,358), 4,934
($213,396) and 4,673 ($202,107).

Amounts reported as LTIP Payouts in the Summary Compensation Table represent payouts maturing
during such years of earnings on salary deferred under the Plan in prior years,

Amounts reported as All Other Compensation are attributable to the officers’ participation in certain
benefit plans hereinafter described. Pursuant to the transition rules promulgated by the Securities

and Exchange Commission with respect 1o the disclosure of executive compensation, such amounts
for 1991 are omitted.

Under the Emplovees’ Thrift Plan of the Texas Utilities Company System, as amended effective
January 1, 1993. all employees with at least six months of full time service with the Company may
invest up 1o 1€ % of their regular salary or wages in common stock of Texas Utilities, or in a variety
of selected .autual funds. The amounts reported under All Other Compensation in the Summary
Compensation Table include contributions by employer-corporations to each participant’s acconii
of 40%, /0% or 60% of the employee's savings, up to 6% of the employee’s regular salary or wages,
dependiny upon length of service, which amount is invested in the common stock of Texas Utilities.
During 1993, these employer contributions for Messrs. Nye, Spence, Baker, Taylor and Watson
amounted to $8,490, $6,763, $2,334, $3,671 and $6,244, respectively.

Texas Utilities established a Salary Deferral Program (Program) effective April 1, 1991 under which
each employee of the Company and its subsidiaries whose annual salary is $80,000 (384,870 for the
Program Year beginning April 1993) or more may elect to defer a percentage of annual salary for
a period of seven years, a period ending with the retirement of such employee, or for a combination
thereof. Such deferrals may not exceed in the aggregate 10% of such annual salary, provided that
no more than 6% may be deferred under the retirement option for the period ending with the
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retirement of such employee. Deferred compensation is included in amounts reported under Salary
in the Summary Compensation Table. The Company makes a matching award, subject to forfeiture
under certain circumstances, equal to 100% of the deferred compensation. A trustee will distribute
at the end of the applicable maturity period cash equal to the amounts deferred and matching awards
plus earnings equal to the greater of the actual earnings of Program assets, or the average interest
rate during the applicable maturity period of U.S. Treasury Notes with a maturity of ten years. The
distribution of the amounts due under the Program will be in a lump sum if the maturity period is
seven years or, if the retirement option is elected, in twenty ansal installments. The Company is
financing the retirement portion of the Program through the purchase of corporate owned life
insurance on the lives of the participants and the proceeds from such insurance are expected to allow
the Company to fully recover the cost of the retirement option. During 1993, matching awards,
which are included under All Other Compensation in the Summary Compensation Table, were made
for Messrs. Nye, Spence, Baker, Taylor and Watson in the amounts of $55,417, $27,483, $23,708,
$17,625 and $22,700, respectively.

PENSION TABLE

The Company maintains & retirement plan qualified under applicable provisions of the Internal
Revenue Code (Code). Annual retirement benefits are computed as follows: for each year of accredited
service up to a total of 40 years of service, 1.3% of the first $7,800, plus 1.5% of the excess over $7,800 of
average annual salary received by the participant during his three years of highest earnings. Retirement
benefits are computed with respect to base salaries only and amounts reported under Salary for the named
officers in the Summary Compensation Table herein approximate earnings as defined by the retirement plans,
Such benefits are not subject to any reduction for Social Security payments. Benefis payable from a qualified
retirement plan are limited by provisions of the Code and the Company maiutains a Supplemental Retirement
Plan which provides for the payment of retirement benefits calculated in accordance with the retirement plan
formula which would otherwise be limited by the provisions of the Code. As of February 28, 1994, years of
accredited service under the plans for Messrs. Nye, Spence, Baker, Taylor and Watson were 31, 27, 23, 25
and 34, respectively, The table illustrates the total annual benefit payable at relirement under these
retirement plans.

3.year average 20 Years 25 Yean 30 Years 35 Yeans 40 Years
annual earnings Service Service Service Service Service
§ 50,000 § 14,688 § 18,360 $ 22032 $ 25,704 §29.37%
100,000 29,688 37,110 44,532 51,954 59,376
200,000 59,688 745610 89,532 104,454 119376
400,000 119,688 149,610 179.532 209,454 23937
500,000 149 688 187,110 224,532 261,954 299376
600,000 179,688 224,610 269,532 314,454 359,376
800,000 239,688 299610 359,532 419,454 479,376
900,000 269 /188 337,110 404,532 471954 539,376



The following report is presented herein for informational purposes only. This information is not
required to be included berein and shall not be deemed to form a part of this report or be "filed" with the
Securities and Exchange Commission. The report set forth hereinafter is the report of the Organization and
Compensation Committee of the Board of Directors of Texas Utilities. While this report deals with
compensation of executives of Texas Utilities, it is illustrai've of the methodology utilized in establishing the
compensation of executive officers of the Company. Refere aces in the report to the Company are references
to Texas Utilities and references to pages of the proxy statement are references to the Texas Utilities' proxy
statement 1o be filed with the Securities and Exchange Commission on or about April 1, 1994,

ORGANIZATION AND COMPENSATION COMMITTEE REPORT
ON EXECUTIVE COMPENSATION

The Organization and Compensation Committee of the Board of Directors is responsible under the
Company’s Bylaws for establishing the level of compensation of the executive officers of the Company. The
Committee consists of all of the nonemployee directors of the Company and is chaired by James A. Middleton.

The Committee has directed the preparation of this report and has approved its contents and its submission to the
shareholders.

The Commitiee normaily considers executive compensation matters at its May meeting held in connection
with the Annual Meeting of Shareholders. At that meeting, the Committee reviews and recommends to the full
Board the amounts of executive officers’ base salaries and bonuses, if any, and establishes the maximum deferral
percentage and incentive awards, if any, under the Deferred and Incentive Compensation Plan (Plan) which is
described on pages 8, 9 and 10 of this proxy statement. Although Company management may be present during
Committee discussions of officers’ compensation, Committee decisions with respect to the compensation of the
Chairman of the Board and Chief Execuiive and the President are reached in private session without the presence
of any member of Company management,

Levels of executive compensation, in the option of the Committee, should be based upon an evaluation
of the performance of the Company and its officers generally and in comparison to persons with comparable
responsibilities in similar business enterprises. Compensation plans should align executive compensation with
returns to shareholders with due consideration accorded to balancing both long-term and short-term objectives.
Such compensation principles and practices have allowed, and should continue to allow, the Company to attract,
retain and motivale its key executives.

In establishing levels of executive compensation, the Committee reguiarly reviews Company performance
data and us officers’ compensation compared to the performance of vompanies in similar businesses and the
compensation levels of the management of such companies, including companies generally comparable in size
represented in the Moody's 24 Ulilities whose comparative investment return is depicted in the graph on page 15.
Information is gathered from industry sources and other published and private materials which provides a basis
for compering the largest electric and gas unilities and other survey groups representing a large variety of business
organizations. Included in the data was that, in 1992, TU Electric, the Company’s principal subsidiary, was the
largest electric utility in the United States as measured by megawatt hour sales; and compared 1o other electric
wtilities in the United States it was Sth in electric revenues, 3rd in 1otal assets, 2nd in net generating capability, 6th
in number of customers and 15th in number of employees. The Committee also reviews a variety of industry
financial and operating performance comparisons (including productivity indicators, service reliability indexes and
measures of efficiency and service quality) throughout the year and at the time salaries are established in May of
each year. These industry comparisors constitute an important component of the Committee’s review of executive
compensation. The Committee’s decisions, however, are subjective because it has not adopted or approved a
specific formula or other criteria linking any target level or performance measure, or the aggregate of all measures,
10 the levels of execulive compensation,
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The compensation of the efficers of the Company consists primarily of base salaries, cash bonuses and
the opportunity to participate in the Plan. Benefits provided under the Plan represent a substantial portion of the
officers’ compensation and the value of the future payment thereof is directly related o the future performance of
the Company’s common stock. The named executive officers participate to the fullest extent permissible in the
elective feature of the Plan. The officers are also eligible to participate in the Salary Deferral Frogram and the
Employees’ Thrift Plan, both of which are described on pages 10 and 11 of this proxy staiement. The officers also
participate in the retirement plan, the benefits payable under which are described on page 11 of this proxy
statement. Except for benefits under these plans, the officers do not receive any other form of direct or indirect
compensation from the Company.

At its meeting held in May 1993, the Committee established the Chief Executive's salary at an annual rate
of $775,000 representing a 375,000, or eleven percent, increase over the annual rate esiablished in May 1992. Also,
the Committee provided for a cash bonus to the Chief Executive of $125,000 and an incentive award under the
Plan of $125,000. This amount of compensation was established based upon the Committee's subjective
evaluation of the information described herein. In addition 1o the Commiitec’s evaluation of such comparative
performance and compensation information, specific accomplishments considered by the Committee in establishing
the compensation, specifically the salary increase, bonus and incentive award of the Chief Executive, included the
progress made in the redirection of the Company's business through its Competitive Action Plan which was
implemented o reduce costs on a System-wide basis, and the receipt of an operating license for Unit 2 of the
Comanche Peak nuclear generating station. The Committee also recognized that the base salary of the Chief
Executive was not increased in 1992, nor was a bonus awarded.

Section 162(m) of the In‘ernal Revenue Code, vhich was enacted as a part of the Omnibus Budget
Reconciliation Act of 1993, limits, effective January 1, 1994, the amount of compensation which a publicly traded
corporation can deduct for federal income tax purposes. Various exceptions to the limitation are provided. These
exceptions relate generally to types of compensation plans and programs which the Company does not maintain.
Nevertheless, the Company does not expect to provide compensation in 1994 which would not be deductible for
federal income tax purposes. The Company expects io continue to mainiain a compelitive compensation program
in future years, and it is not possible o predict the impact which Section 162(m) may have on such future
compensation or the deductibility thereof.

Shareholder comments to the Commitiee are welcomed and should be addressed io the Corporate
Secretary of the Company at the Company's offices.

ORGANIZATION AND COMPENSATION COMMITTEE

James A. Middlaion, Chair Kerney Laday

Jack W. Evans Margaret N. Maxey
Bayard H. Friedman Charles R. Perry
William M. Griffin Herbert H, Richardson



PERFORMANCE GRAPH

The following graph is presented herein for informational purposes only. This information is not
required 1o be included herein and shall not be deemed to form a part of this report or be "filed” with the
Securities and Exchange Commission, The graph pertains to the common stock of Texas Utilities. Inasmuch
as the common stock of the Company is wholly owned by Texas Util'ties, this information is the most relevant

data which is available in regard to this subject matter,

The following graph compares the performance of the Company's common stock t. the S&P 500
Index and to the Moody's 24 Utilities for the last five years. The graph assumes the investment of $100 at
December 31, 1988 and that ali dividends were reinvested. The amount of the investment at the end of each

year is shown in the graph and in the table which follows.
Cumulsative Value of $100 Invested 12/31/88

for the Five Years Ended 12/31/83
240 '
- 229
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Item 12, SECURIT. OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

Security ownership of certain beneficial owners at February 28, 199%4:

Amount and Nature

Name and Address of Beneficial
Title of Class of Benefigial Owner —Ownership = Percent of Class
Commoa Stock, Texas Utilities Company 152,000,000 shares 100.0%
without par value, 2001 Bryan Tower sole voting and
of the Company Dallas, Texas 75201 investment power

Security ownership of management at February 28, 1994:

The following iists the common stock of Texas Utilities owned by the Directors and Executive Officers
of the Company. The named individuals have sole voting and investment power for the shares of common
stock reported. Ownership of such common stock constituted less than 1% of the outstanding shares for
each individual. None of the named individuals own ~uy of the preferred stock of the Company.

Number of Shares

—lime ol Common Stock

T. L. Baker 2,102
J. 8. Farrington 15,972
H. Jarrell Gibbs 4239
Erle Nye 14,716
Michael D. Spence 5,898
W. M. Taylor 6,246
E. L. Watson 5,136
All Directors and Executive

Officers as a group (7) 54,309

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS,

None.
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PART IV
Item 14, EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K.

Page
(a) Documents filed as part of this Report:
1. Financial Statements (included in Item 8, Financial Statements
and Supplementary Data):

Statements of Income for each of the three years in the

period ended December 31,1993 .. .............oiiiiniinnas 27
Statements of Cash Flows for each of the three years in

the period ended December 31,1993 . .............oiivunnnnn 28
Balance Sheets, December 31,1993 and 1992 .. ................... 29
Statements of Retained Earnings for each of the three

years in the period ended December 31,1993 . . ................. 3
Notes to Financial Statements . . . .........ccovivvvrnnnnccronass 32
Independent Auditors’ Report .. ........covuvvausranvocnvsvannss 52
Statement of Responsibility . . . . . ..covvviivarrrssnssssvneinsea 53

2. Financial Statement Schedules -
For each of the three years in the period ended December 31, 1993:

Schedule V—ElectricPlant .........c.ccoviiiivniniiiccsnsnnns 7
Schedule VI--Accumulated Depreciation .. .......covvviivrananas 72
Schedule VIII—Valuation and Qualifying Accounts . . .............. 73
Schedule IX-——Short-term Borrowings . .. .. ... .coovniniinananans 74
Schedule X—Supplementary Information .. ...........covivvunn. 75

The following financial statement schedules are omitted because of the absence of the
conditions under which they are required or because the required information is included in the
Financial Statements or notes thereto: I, II, 111, IV, VII, XI, X1I and XIII.

(b) Reports on Form 8-K:

Reports on Form B-K filed since September 30, 1993, are as follows:

Date of Report ltems Reported

October 12, 1993 Item 7. FINANCIAL STATEMENTS AND EXHIBITS
October 26, 1993 Item 5. OTHER EVENTS

November 24, 1993  Item 5. OTHER EVENTS

January 14, 1994 Item 5. OTHER EVENTS

January 31, 1994 Item 5. OTHER EVENTS

(¢) Exhibits:

Previously Filed*

With
File A
Exhibits Number Exhibit Number Dated
i(a) -~ Restated Articles of Incorporation of the Company.
3 33-64694 4(c) ~= Bylaws of the Company, as amended.
4(a) 2-90185 4(a) -~ Mortgage and Deed of Trust, dated as of December

1, 1983, between the Company and Irving Trust
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(Continued).
!I!'!!!l!l! BI!!‘
With
File As
Exhibits Number Exhibit
4(a)-1
2-90185 4(b)
2-92738 4(a)-1
2-97185 4(a)-1
2-99940 4(a)-1
2-99940 4(a)-2
33-01774 4(a)-2
33.9583 4(a)-1
33-9583 4(a)-2
33-11376 4(a)-1
33-11376 4(a)-2
33-11376 4(a)-3
33-14584 4(a)-1
33-14584 4(a)-2
33-14584 4(2)-3
33.24089 4(a)-1
33-24089 4(a)-2
33-24089 4(a)-3
33-24089 4(a)-4
33-24089 4(a)-5
33-30141 4(a)-1
33-30141 4(a)-2
33-30141 4(a)-3
33.35614 4(a)-1
33-35614 4(a)-2
33-35614 4(a)-3
33.35614 4(a)-4
33.39493 4{a)-1
33.39493 4(a)-2
33.39493 4(a)-3
33-39493 4(a)-4
33-45104 4(a)-1
33-45104 4(a)-2
33-46293 4(a)-1
33-49710 4(a)-1
33-49710 4(a)-2
33-49710 4(a)-3
33-49710 4(a)-4
33-57576 4(a)-1
33.57576 4(a)-2
33.57576 4(a)-3
33-57576 4(a)-4

Number

First

Second

Third

Fourth

Fifth

Sixth

Seveath
Eighth

Ninth

Tenth
Eileventh
Twelfth
Thirteenth
Fourteenth
Fifteenth
Sixteenth
Seventeenih
Eighteenth
Nineteenth
Twentieth
Twenty-first
Twenty-second
Twenty-third
Twenty-fourth
Twenty-fifth
Twenty-six
Twenty-seventh
Twenty-eighth
Twenty-ninth
Thirtieth
Thirty-first
Thirty-second
Thirty-third
Thirty-fourth
Thirty-fifth
Thirty-sixth
Thirty-seventh
Thirty-eighth
Thirty-ninth
Fortieth
Forty-first
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Dated

Company (now The Bank of New York), Trustee.

~~ Supplemental Indentures to Mortgage and Deed of
Trust:

April 1, 1984
September 1, 1984
April 1, 1985
August 1, 1985
September 1, 1985
December 1, 1985
March 1, 1986
May 1, 1986
October 1, 1986
December 1, 1986
December 1, 1986
February 1, 1987
March 1, 1987
April 1, 1987

July 1, 1987
September 1, 1987
October 1, 1987
March 1, 1988
May 1, 1988
September 1, 1988
November 1, 1988
January 1, 1989
August 1, 1989
November 1, 1989
December 1, 1989
February 1, 1990
September 1, 1990
October 1, 1990
October 1, 1990
March 1, 1991
May 1, 1991

July 1, 1991
February 1, 1992
April 1, 1992
April 1, 1992
June 1, 1992

June 1, 1992
August 1, 1992
October 1, 1992
November 1, 1992
December 1, 1992




Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM §-K

{Continued).
[I!'I!!!I! n!!n.
With
File As
Exhibits Number Exhibit
33-60528 4(a)-1
33.64692 4(a)-1
33.64692 4(a)-2
33-64692 4(a)-3
33-68100 4(a)-1
0-11442 99(b)
Form 10-Q
(Quarter Ended
September 30,1993)
4(a)-2
4(b) 2-2801 B-2
4(b)-1
2-7855 7(a)
2-8466 7(a)-2
2-10071 4(b)-3
2-12200 2(b)-1
)-77857 4(b)-5
77857 4(b)-6
2-20997 2(b)-7
2-77857 4(b)-8
2-25805 2(b)-9
2-37161 2(¢)
2-42043 2(c)
2-45403 2(c)
2-52708 2(c)
2-77857 4(b)-14
2-71621 4/(c)
2-77857 4(b)-16
2-77857 4(c)
2-81476 4(b)-18
2-81476 4(c)
2-90185 4(c)-1
2-90185 4(c)-2
2-90185 4(c)-3
2-92738 4(b)-1
2-99940 4(b)-1
33.11376 4(b)-1
33-14584 4(b)-1
33.24089 4(b)-1
33.30141 4(b)-1

lem_r

Forty-second
Forty-third
Forty-fourth
Forty-fifth
Forty-sixth
Forty-seventh

Forty-eighth

Dated

March 1, 1993
April 1, 1993
April 1, 1993
May 1, 1993
July 1, 1993
October 1, 1993

November 1, 1993

~— Mortgage and Deed of Trust, dated as of February 1,
1937, between Dallas Power & Light Company and
Old Colony Trust Company, Trustee (The First
National Bank of Boston, successor Trustee).

~— Supplemental Indentures to Mortgage and Deed of

Trust:
First
Second
Third

" Fourth

Fifth
Sixth
Seventh
Eighth
Ninth
Tenth
Eleventh
Twelfth
Thirteenth
Fourteenth
Fifteenth
Sixteenth
Seventeenth
Eighteenth
Nineteenth
Twentieth
Twenty-first
Twenty-second
Twenty-third
Twenty-fourth
Twenty-fifth
Twenty-sixth
Twenty-seventh
Twenty-eighth

April 1, 1949

June 1, 1950
March 1, 1953
February 1, 1956
December 1, 1956
December 1, 1959
February 1, 1963
January 1, 1966
February 1, 1967
June 1, 1976
November 1, 1971
September 1, 1972
March 1, 1975
May 1, 1977

June 1, 1981
November 1, 1981
July 1, 1982
November 1, 1982
February 1, 1983
June 1, 1983
January 1, 1984
April 1, 1984
September 1, 1984
September 1, 1985
October 1, 1986
March 1, 1987
July 1, 1987
January 1, 1989



Item 14. EXHIRITS, FINANCIAL STATEMFNT SCHEDULES AND REPORTS ON FORM 8-K

{Continued).
e Previously Filed®
With
File As
Exhibits Number Exhibit
33-356.14 4(b)-1
3346293 4(b)-2
33-49710 4(b)-1
4(c) 2-5609 7(b)
4(c)-1
2-7186 7(b)
2-7423 7(c)
2-7894 7(d)
2-8982 7(e)
2-9547 4(c)
2-10118 4(c)
2-12227 2(c)
2-60449 2(b)-1
2-60449 2(b)-1
2-60449 2(b)-1
2-21105 2(b)
2-23056 2(b)
2-24384 2(c)
2-26297 2(¢)
2-31474 2(c)
2-38358 2(c)
2-39627 2(c)
2-42552 2(c)
2-60449 2(b)-1
2-60449 2(b)-1
2-60449 2(b)-1
2-60449 2(b)-1
2-63425 2(c)
2-66633 2(c)
2-74809 4(c)-1
2-74809 4(d)-1
2-7667% 4(c)
2-80329 4(c)
2-80329 4(d)
2-90185 4(d)-1
2-90135 4(d)-2
2-90185 4(d)-3
2-92738 4(c)-1
2-99940 4(c)-1
33-9583 4(c)-1

Number

Twenty-ninth
Thirtieth
Thirty-first

Dated

November 1, 1989
February 1, 1992
June 1, 1992

Mortgage and Deed of Trust, dated as of March 1,
1945, between Texas Electric Service Company and
The Fort Worth National Bank, Trustee (Bank Oue,
Texas, N.A | successor Trustee).

Supplemental Indentures to Mortgage and Deed of

Trust:
First
Second
Third
Fourth
Fifth
Sixth
Seventh
Eighth
Ninth
Tenth
Eleventh
Twelfth
Thirteenth
Fourteenth
Fifteenth
Sixteenth
Seventeenth
Eighteenth
Nineteenth
Twentieth
Twenty-first
Twenty-second
Twenty-third
Twenty-fourth
Twenty-fifth
Twent;  sixth
Twenty-seventh
Twenty-eighth
Twenty-ninth
Thirtieth
Thirty-first
Thirty-second
Thirty-third
Thirty-fourth
Thirty-fifth
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October 1, 1547
April 1, 1948
April 1, 1949
June i, 1951

May 1, 1952
Avpril 1, 1953
March 1, 1955
March 1, 1956
July 1, 1957
November 1, 1958
April 1, 1963
February 1, 1965
February 1, 1966
May 1, 1967
March 1, 1969
October 1, 1970
April 1, 1971
January 1, 1972
April 1, 1974
December 1, 1974
June 1, 1975
March 1, 1976
February 1, 1979
March 1, 1980
November 1, 1981
December 1, 1981
April 1, 1982
November 1, 1982
December 1, 1982
June 1, 1983
January 1, 1984
April 1, 1984
September 1, 1984
August 1, 1985
March 1, 1986



Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(Continued).
With
File As
Exhibits Number Exhibit Number Dated
33-.11376 4(c)-1 Thirty-sixth December 1, 1986
33-14584 4(c)-1 Thirty-seventh February 1, 1987
33.24089 4(c)-1 Thirty-eighth September 1, 1987
33-24089 4(c)-2 Thirty-ninth October 1, 1987
33-24089 4(c)-3 Fortieth March 1, 1988
33-30141 4(c)-1 Forty-first September 1, 1988
33.39493 4(c)-1 Forty second September 1, 1990
33.39493 4(c)-2 Forty-third March 1, 1991
33-46293 4(c)-2 Forty-fourth February 1, 1992
33.57576 4(c)-1 Forty-fifth October 1, 1992
33-57576 4(c)-2 Forty-sixth November 1, 1992
33-60528 4(c)-1 Forty-seventh March 1, 1993
33-68100 4(c)-1 Forty-eighth July 1, 1993
0-11442 99(a) Forty-ninth October 1, 1993
Form 10-Q
(Quarter endec
September 30, 1993)
4(d) 2-5718 7(¢) — Mortgage and Deed of Trust, dated as of May 1,
1945, between Texas Power & Light Company and
Republic  National Bank of Dallas, Trustee
(NationsBank of Texas, N.A., successor Trustee).
4(a)-1 ~— Supplemental Indentures to Mortgage and Deed of
Traust:
2-7204 7(a) First October 1, 1947
2-7446 7(a) Second April 1, 1948
2-9474 4(c) Third April 1, 1952
2-10204 4(c) Fourth May 1, 1953
2-11162 2(b) Fifth October 1, 1954
2-12856 4(c) Sixth November 1, 1956
2-14553 2(b) Seventh December 1, 1958
2-19452 2(b)-1 Eighth January 1, 1961
2-21028 2(b) Ninth February 1, 1963
2-24326 2(c) Tenth January i, i253
2-24326 2(d) Eleventh February 1, 1966
2-25885 2(c) Twelfth February 1, 1967
2-27853 2(¢) Thirteenth January 1, 1968
2-35941 2(c) Fourteenth February 1, 1970
2-38171 2(c) Fifteenth September 1, 1970
2-39083 2(c) Sixteenth February 1, 1971
2-42763 2(c) Seventeenth February 1, 1972
2-46740 2(¢c) Eighteenth February 1, 1973
2-73790 4(b)-19 Nineteenth February 1, 1974
2-73790 4(b)-20 Tweatieth October 1, 1974
2-52865 2(c) Twenty-first April 1, 1975
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES A%D REPORTS ON FORM 8-K

(Continued).
With
Wile As
Exhibits Number Exhibit Number Dated
2-55210 2(¢) Twenty-second January 1, 1976
2-57963 2(c) Twenty-third February 1, 1977
2-63369 2(c) Twenty-fourth February 1, 1979
2-67594 (b)(2)-2 Twenty-fifth May 1, 1980
2-73790 4(c) Twenty-sixth September 1, 1981
2-77733 4(b) Twenty-seventh November 1, 1981
2-77733 4(c) Twenty-eighth June 1, 1982
2-90185 4(e)-1 Twenty-ninth November 1, 1982
2-90185 4(e)-2 Thirtieth June 1, 1983
2-90185 4{e)-3 Thirty-first October 1, 1983
2-90185 4(e)-4 Thirty-second January 1, 1984
2-9018S 4(e)-5 Thirty-third April 1, 1984
2-92738 4(d)-1 Thirty-fourth September 1, 1984
2-97185 4(d)-1 Thirty-fifth April 1, 1985
33-01774 4(d)-1 Thirty-sixth December 1, 1985
33.9583 4(d)-1 Thirty-seventh May 1, 1986
33-11376 4(d)-1 Thirty-eighth December 1, 1986
33.14584 4(d)-1 Thirty-ninth April 1, 1987
33.24089 4(d)-1 Fortieth May 1, 1988
33-30141 4(d)-1 Forty-first August 1, 1988
33-35614 4(d)-1 Forty-second August 1, 1989
33.35614 4(d)-2 Forty-third December 1, 1989
33.35614 4(d)-3 Forty-fourth February 1, 1990
33-39493 4(d)-1 Forty-fifth October 1, 1990
33-45104 4(d)-1 Forty-sixth May 1, 1991
33-45104 4(d)-2 Forty-seventh July 1, 1991
33-46293 4(d)-2 Forty-eighth February 1, 1992
33.49710 4(d)-1 Forty-ninth April 1, 1992
33.57576 4(d)-1 Fiftieth August 1, 1992
33.57576 4(d)-2 Fifty-first December 1, 1992
33-64692 4(d)-1 Fifty-second April 1, 1993
33-64692 4(d)-2 Fifty-third May 1, 1993
4(d)-2 Fifty-fourth November 1, 1993
4(e) Agreement to furnish certain debt instruments.
4(0) 33-68104 4(b)-16 — Deposit Agreement between the Company and
Chemical Bank, dated as of January 11, 1993,
4(g) 33-68104 4(b)-17 == Deposit Agreement between the Company and
Chemical Bank, dated as of August 4, 1993,
4(h) — Deposit Agreement between the Company and
Chemical Bank, dated as of October 14, 1993,
10(a) ** 0-11442 10(a) - Deferred and Incentive Compensation Plan of the
Form 10-K Texas Utilities Company System, as amended June
(1992) 30, 1992,



Item 14, EXHID

(Continued),
(A4 1
With
File
Exhibits Number
10(b) ** 0-11442
Form 10-K
(1992)
10(c) ** 0-11442
Form 10-K
(1992)
12
23(a)
23(b)
99(a)
99(b) 33-55408
99(c) 33.55408
99(d) 33.55408
99(e) 33-23532
99(f) 33-24089
99(g) 33.24089
99(h) 0-11442
Form 10-Q
(Quarter ended
June 30, 1993)
99(i) 33.23532
99(j) 33.24089

.

As

Exhibi

10(b)

10(c)

99(a)

99(b)

99(c)

4(c)(i)

4(e)
4(e)-1

99(c)

4(d)

4(f)

-~ ~NANCIAL STATEMENT SCHEDULES AND REPORTS ON FCRM 8-K

Number Dated

Salary Deferral Program of the Texas Utilities
Company System, as amended May 31, 1992.

Restated Supplemental Retirement Plan for the
employees of Texas Utilities Company System, dated
as of January 1, 1991,

— Computation of Ratic of Earnings to Fixed Charges.

Cousent of Counsel.

Independent Auditors’ Consent.

Agreement, dated as of February 12, 1988, between
TU Electric and Texas Municipal Power Agency.
Agreement, dated as of July 5, 1988, between the
Company and the Brazos Electric Power Cooperative,
Inc.

Agreement, dated as of February 1, 1990, between
TU Electric and Tex-La Electric Cooperative, Inc.
Amended and Restated Credit Agreement, dated as
of April 1, 199G, among the Company, Texas Utilities,
certainbanks and Morgan Guaranty Trust Company
of New York, Agent.

Trust Indenture, Security Agreement and Mortgage,
dated as of December 1, 1987, as supplemented by
Supplement No. 1 thereto dated as of May 1, 1988
among the Lessor, TU Electric and the Trustee.
Supplement No. 2 to Trust Indenture, Security
Agreement and Mortgage, dated as of August 1,
1988,

Supplement No. 3 to Trust Indenture, Security
Agreement and Mortgage, dated as of August 1,
1988,

Supplement No. 4 to Trust Indenture, Security
Agreement and Mortgage, dated as of July 1, 1993,

Lease Agreement, dated as of December 1, 1987
between the Lessor and TU Elertric as
supplemented by Supplement No. 1 thereto dat2d as
of May 20, 1988 between the Lessor and TU Electric.
Lease Agreement Supplement No. 2, dated as of
August 18, 1988,
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

{Concluded).
e e Viously Filed®
With
File As
Exhibits Number Exhibit
99(k) 33.24089 4(MH-1
99(1) 33-63434 4(d)(iv) —
99(m) 33-63434 4(d)(v) —
99(n) 0-11442 99(d)
Form 10-Q
(Quarter ended
June 30, 1993)
99(0) 33.23532 4(e)
99(p) 33.24089 4(g)
99(q) 33.24089 4(g)-1
99(r) 33.24089 4(g)-2
29(s) 33.63434 d(e)(v)
99(t) 0-11442 99(e)
Form 10-()

(Quarter nnded
June 30, 1993)

*Incorporated hereia by reference,

Number Dated

Lease Agreement Supplement No. 3, dated as of
August 25, 1988,

Lease Agreement Supplement No. 4, dated as of
December 1, 1988,

Lease Agreement Supplement No. 5, dated as of
June 1, 1989,

Lease Agreement Supplement No. 6, dated as of
July 1, 1993,

Pariicipation Agreement d.ted as of December 1,
1987, asamended by a Consent to Amendment of the
Participation Agreement, dated as of May 20, 1988,
each among the Lessor, the Trustee, the Owner
Participant, certain banking institutions, Capcorp,
Inc. and TU Electric.

Consent to Amendment of the Participation
Agreement, dated az of August 18, 1988,
Supplement No. 1 tu the Participation Agreement,
dated as of August 18, 1988,

Supplement No. 2 to the Participation Agreement,
dated as of August 18, 1988,

Supplement No. 3 to the Participation Agreement,
dated as of December 1, 1988,

Supplement No. 4 to the Participation Agreement,
dated as of June 17, 1993,

**Management contract or compensation plan or arrangement required to be filed as an
exhibit to this report pursuant to Item 14(c) of Form 10-K,
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TEXAS UTILITIES ELECTRIC COMPANY

SCHEDULE V — ELECTRIC PLANT

For Each of the Three Years in the Perlod Ended December 31, 1993

COLUMN A COLUMNB COLUMNC COLUMN D COLUMN E COLUMN F
Balance at Other Balance
Beginning Additions Chaunges — ot Ead
Classification of Year at Cost Retirements Add of Year
Thousands of Dolla:
Year Ended December 31, 1993
Electric plaat
In service:
Production ..............., $10,490,215 §5,020,295 $ 9,126 s - $15,501,384
TRRIRIRMIOD « ¢ os 4465 05005 1,493,601 46,754 2,908 —_ 1,537,447
Distribution .. ............, 3,567,646 234,197 28,484 — 3,773,35¢
2T A P PP T 440 665 19,687 11,257 — 449,095
P I S R 15,992,127 5,320,933 51,18 - 21,261,285
Construction work in progress . ., 5,528,222 (4,583,757) — - 944,465
Nuclear fuel —net ..........., 358,087 28,063 - (65,259)(a) 320,891
Held for future use .......,... 29,639 9,363 - — 39,002
Electric plant before reserve .. .. 21,908,075 774,602 51,778 (65,259) 22,565,643
Less reserve for regulstory
disallowances ............. (1,308,460) - - - (1,308,460)
Total electric plant ....., §20,599.615 3 774,602 $51,775 $ (65259) $21,257,183
SanaTmmy e =] S T
Year Ended December 31, 1992
Electric plant
in service:
Pro@uctlon . c..covvnevivass $10,421,387 § 80,882 $12,054 ) - $10,490,215
Transmission .....,......,. 1,442 565 55,073 5,037 - 1,493,601
Distribution .. ............. 3,377,396 218,007 21,787 o 3,567,646
BRI = x5 s o5 o7 ik 425,448 24,19 8,977 - 440,665
p T e 15,667,796 378,156 53,828 - 15,992,127
Construction work in progress 4,809,088 719,14 - - 5528202
Nuclear fuel —net . ..........,. 333,701 48,600 - (24,214)(a) 358,087
Held for futuse use .........., 29,069 570 . - 29,639
Electric plant before reserve . ... 20,839,654 1,146,460 53,825 (24,219) 21,908,075
Less rescrve for regulatory
disallowances ............, (1,308,460) - - - (1,308,460)
Total electric plant . ., ... $19,531,194 $1,146,460 $53,825 $ (24214) §20,599,61%
S S = s ST Semwmmo=y
Year Ended December 31, 1991
Electric plant
In service:
Production ..........,..... $10,342,116 § 90446 $11,178 $ - $10,421,387
Transmission ............., 1,388,959 57,829 3,223 - 1,443,565
Distribution ., ............, 3,190,258 220,79 33,658 - 3,377,396
T P e SR 408,294 26,419 9,265 - 425,448
L T SR 15,329,627 395,490 57321 P 15,667,796
Construction work in prc_ 2ss 4,012,241 796,847 - . 4,808,088
Nuclear fuel —met ,........... 311,416 47678 - (25,373)(a) 333,70
Held for future use .., ......., 28,989 80 - - 29,067
Electric plant before reserve . ., 19,682,273 1,240,098 57,321 (25,293) 20,839,654
Less reserve for regulatory
dissllowances .......,...., - - - {1,308,460)(b) (1,308,460)
Total electric plant . ., ., ., $19,682,273 $1,240,095 $57,321 $(1,333,853) $19,531,1%
P = =] Sm— e

(a) Other changes to nuclear fusl includes $65,259,000, $24,214,000 and $25,393,000 deducted for amortization in 1993, 1992

and 1991, respectively.

(b) Disallowed Comanche Peak relsted costs. (See Note 11 to Financial Statements.)
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TEXAS UTILITIES ELECTRIC COMPANY
SCHEDULE Vi —ACCUMULATED DEPRECIATION

For Each of the Three Years in the Period Ended December 31, 1993

COLUMN A COLUMNS COLUMNC COLUMND COLUMNE COLUMN F
Additions
Balance at Charged to Other Balance
Beginairg Costs and Net Chaages — ot End
Classification of Year Expenses (a) Retirements Add (b) of Year
Thousands of Dollars

Year Ended December 31, 1993

Accumulated depreciation . ........ $3,741,020 $427,294 $54,706 $5,247 $4,118 855
Year Ended December 31, 1992

Accumulated depreciation ., ..., .., $3,392,463 $406,088 $63,444 $5,913 $3,741,020
Year Ended December 31, 1991

Accumuisted depreciation ., ,...... $3,026,995 $418,899 $60,582 $7,151 $3,392,463

(3) Inciudes depreciation on lignite fuei production facilities charged to fuel and decommissioning expense for Comanche Peak.
(b) Depreciation and depletion charged to various accounts, including depreciation of transportation and work cquipment, based
on estimated lives thereof, are charged to clearing accounts and allocated on the basis of the use of such «quipment.



TEXAS UTILITIES ELECTRIC COMPANY
SCHEDULE VIII —VALUATION AND QUALIFYING ACCOUNTS

For Each of the Three Years in the Period Ended December 31, 1993

COLUMN A COLUMN B COLUMNC COLUMND COLUMNE
o Additions
Balauce at Chargedto  Charged
Beginning  Costs and to Other Belance at
Claseification of Year Expenses Accounts Deductions (2) Ead of Year
Thousands of Dollars

Valustion sccount, deducted from reisted
asset on the balance sheet —

Year Ended December 31, 1993

Reserve for regulatory disallowances . ... $1,381,145 s - $ - $ - $1,381,148
Aliowance for uncoliectible accounts . . . , 1,613 2143 6,304

I
E

Year Ended December 31, 1992

Reserve for regulatory disallowances . ., $1,381,148 H - § - 5 - §1,381,145

Allowsnce for uncoilectible accounts . . . . 2,931 4,102 - 5,420 1,613
Year Ended December 31, 1991

Reserve for regulatory dissllowsnces , . ., § - $1,381,145 § - $ - $1,381,148

Allowance for uncollectible accounts . . , . 2,290 14,226 - 13588 2,931

e M. e s gt 908
(2)  Deductions represenis uncollectible sccounts written off net of recoveries of amounts previously written off.
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TEXAS UTILITIES ELECTRIC COMPANY

SCHEDULE IX —SHORT-TERM BORROWINGS

For Each of the Three Years lu the Period Ended December 31,1993

COLUMN A COLUMNB COLUMNC COLUMND COLUMNE COLUMNYF
Weighted
Weighted Avorage
Balance Weighted Maximum Average Interest
At Average Amount Amount Rate
Cstegory of Aggregate Esd of Imterest Ow Outstasding Dering
Short-term Borrowings Year Rate Durisg Year During Year (2)  Year (a)
Thousaads of Dollars
Year Ended December 31, 1993
Amounts payable to banks for borrowings .. § - - $300,000 § 55,611 3.92%
Holders of commercial paper ,..,......, - - 299,700 54,401 in
Year Ended December 31, 1992
Amounts payable to banks for borrowings ., $2.i0,000 3.86% $350,000 $277,306 4.28%
Holders of commercial paper .......,.... - - 139,857 B,069 379
Year Ended December 31, 1991
Amounts peyable to banks for borrowings ..  $250,000 5% $300,000 $229 681 6.51%
Holders of commercial paper ,........... - - 133,800 35,756 6.84

(a) Weightod averages are based upon daily amounts outstanding and cquivalent annual interest thereon,
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TEXAS UTILITIES ELECTRIC COMPANY

SCHEDULE X — SUPPLEMENTAYN . INFORMATION

For Each of the Three Years In the Period Ended December 31, 1993

COLUMN A COLUMN B
Charged (» Expruses
snd Other Accounts
Year Ended December 31,
Ttem 1993 1992 1991
Thousazds of Dollars
Texes other than income:
NN o556 5.7 3.8 505 b3 4 ¢ ok riow 47k 00 Swain v 0 47 050 A0 i D B na $210,849 $189.411 $176,414
LOURE SIS BOOBUIE « « s o«sv 5k 0tis s 090.0/5,060 4080 58088 anbsshacnsyss 154,701 126,349 122,683
RS I IIREAII 6 a5 55,005 5 ks 55 Arvon 118k 558 &-5dcn s 95810 & Ml Gur s 25 N 71,547 72,345 7,512
DR R ' v 5.5 6 57 T N b 6| miing o i e § R T D 4 (7,259) 20,252 49,182
Social security and unemployment .. ..........uiiierie i iiiianeny 28318 41,356 38,170
Public Utility Commission BEsessment . . ... ........oiuniniroriinsons 8,438 7.613 7,664
BTRIRBIII -5« o0 m 20 20 ¥8 AT R B8 AT A A B b S0 E R AN 5Bl 25177 22,143 18,821
L 5 & 2 st e i 5 A RS B 5 hol KR e o e ey A e $497 801 $479 969 $484 446
== e e
Charged to:
SO GRIONIIE & 2 5« ok 6w an ik w0050 N wow S¥ el N D B Bl $445,220 $423,508 $437,347
Bloctric plant and sundry 8CCOUNES . . .. ..\ vuveivinrrnnerriorencrins 52,581 56,464 47,099

Maintenance end repairs, depletion, amortization, roysitics, research and development, and advertising, other than amounts set
out separately in the financial statements, are not material.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(¢) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its bebalf by the undersigned, thereunto duly

authorized.
TEXAS UTILITIES ELECTRIC COMPANY

Date: March 24, 1994 By: /8! ERLE NYE
(Erle Nye, Chairman of the Board
and Chief Executive)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacities and on the date

indicated.

Sigusture Title Date
/sl ERLE NYE Principal Executive )
(Erle Nye, Chairman of the Board and Chief Executive) Officer and Director ‘
\
/sl H. JARRELL GIBBS Principal Financial
(H. Jarrell Gibbs, Executive Vice President) Officer and Director
Isl H. DAN FARELL Principal Accounting \
(H, Dan Fareil, Vice President and Controller) Officer \
s/ . T. L., BAKER Director
(T. L. Baker) !
p March 24, 1994 f‘
I8/ J. S. FARRINGTON Director d
(i.§8. Farrington) 5
s/ MICHAEL D. SPENCE Director
(Michael D. Spence)
I8/ W. M. TAYLOR Director
(W. M. Taylor)
I8/ E. L. WATSON Director gl

(B. .. Watson)



