GULF STATES UTILITIES COMFPANY

April 7, 1983

RBG-14,762
File No. G9.5

Mr. Harold R. Denton

Director, Nuclear Reactor Regulation
U. S. Nuclear Regulatory Commission
Washington, D. C. 20555

Dear Mr. Denton:
River Bend Station Units 1 and 2

Docket Nos. 50-458/50-459
Annual Financial Report

Enclosed are ten (10) copies of the Gulf States Utilities
Company 1982 Annual Report. This report is being submitted in
accordance with Section 50.71 of Title 10 of the Code of Federal

Regulations and U. S. Nuclear Regulatory Commission Regulatory
Guide 10.1.

Sincerely,

4. J. E. BooKer

* Manager-Engineering,
Nuclear Fuels & Licensing
River Bend Nuclear Group
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L5 8 l.m.zs $ 1221714
Operating Expenses and Taxes (000) - ‘$ 1,036,850 § 991421 46 _
Net Income (000) ~$ 165979 S 150931 100

Income Applicable 1o Common s
Stock (000) $ 127,030 § 120,550 5.4
EsmnShndeM : : A
MM« $195. s224 (9]
" Convertible Debentures $1.95 "$220 (W)
- Dividends per Share = . $15 = S148 54
Outstanding (000) . 65,056 53851 208
Number of Electric Customers : A & T
(end of year) / 709 516812 25
Total Kilowatt-Hour Sales (000) 28.9 30,697.020 (Sﬂ
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The economy of the Gulf States
service area burgeoned through-
out the '70's. in the 10-year period
from 1972 to 1982, our peak load
and energy distributed grew at a
compound annual growth rate of
3.7 percent. However, in 1982,
there was a significant downturmn
as the recession slipped through
the Sunbelt

Today, our service area econ-
omy continues to grow in the com-
mercial and residential areas, but
the industrial segment suffers, par-
ticularly for those who staked their
livelihood on the oil and gas indus-
tnes including petrochemicals

While statistical evidence does
not yet support any contention of
recovery, it is clear that the reces
sion has bottomed out and there
are trace signs of a beginning
recovery

Most encouraging is a growing
attitude of cooperation across the
service area between labor and
management. It is an attitude that
we must all work together to make
recovery work

Our service area is sprinkled
with excellent colleges and univer-
sities in- .ding Louisiana State
University and Texas A&M Univer-
sity that have potential to draw new
hgh techinology industry. At the
same time, the natural resources
along the Texas/Louisiana Gulf
Coast simply are too abundant to
be ignored by the basic industries
that are located here to draw
upon them in the first place
















As one of the largest users of
natural gas in the world, Gulf
States always shops for the
lowest prices, so it was watifying
to read in the Department of Ener-
yy's “Cost and Quality of Fuels for
Electric Utility Plants” that GSU
paid less for natural gas in the
summer of 1982 than did any
other investor-ownea electric
utility that relies heavily on gas

The monthly report cortains
data on cost, quality and quantity
of coal, gas and oil purchased
by electric utilities throughout the
sountry. Of the 10 largest gas
consuming electric utilities in the
country, Guif States paid the least
for natural gas in May, June, July
and August

Nationally, the average price
paid by utilities for natural gas in
the month of August—the highest
electricity use month for our cus-
tomers—was $3.67 per thousand
cubic feet. Gulf States paid $1.56
per thousand cubic feet and cther
utilities’ cost ranged upward to a
high of $5.51 per thousand cubic
feet recorded by a West Coast
utiiity.

Our costs remain low because,
almosi 20 years ago, we negoti-
ated a very favorable contract that
is still in effect today. During these
years our customers have saved
billions of dollar., because of this







In an era of fundamental technologi-
cal change, there i« none that has more
present and potential impact than the
computer. We are now integrating data
processing, word processing and com-
munications into one network called
OFFICE SYSTEMS . The results of
computer networking are very high
operational efficiencies coupled with
greater confidence in decision making
Also, computer networking presents
us with a future in which we anticipate
fewer additional people will be needed
10 manage an increasing workload

Presently, OFFICE SYSTEMS allows
us to forward mail electronically through
computer terminals, eliminates the
drudgery of compiling routine reports,
and offers a mynad of applicanons that
improve productivity. The emphasis is to
personalize the computer svch that the
decision maker can interact with engi-
neering or business models in order to
test <olutions in seeking the best answer
to problems

Another area that has significant
potential for major cost savings is the
results that may come from research and
development projects. One of the more
promising projects we have underway,
and one in which Gulf States 1s a leader,
is investigating the use of micronized
coal as a boiler fuel. Tests conducted by
GSU and others over the last several
vears have indicated that coal reduced to
a nearly microscopic size may have high
potential for replacing natural gas in
some power plant boilers. It could lead
to lower cost fuel for existing generators
However, the potential for using micro-
nized coal is going to take considerable
additional testing. This vear we intend to
run in-depth tests on micronized coal in
an industrial size boiler. If the results are
good, we will do more tests in larger
boilers. GSU, the Electric Power
Research Institute and several other
companies are considering a joint spon-
sorship of this project.

Other smaller research projects the
company is conducting, and which may
hold long-term benefits, include the
direct conversion of sunlight into elec-
tnicity and applications of wind power
generation of electneity.
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With our 1500 vehicle fleet, the
cost of a gallon of gas is important
and so is the mileage the fleet is
getting. By down-sizing the cars
only, the expected fuel savings
alone totals nearly $80,000 per
year. We save an additional
$130,000 in lower purchase
prices.

When a replacement is needed
for a large truck, the replacement
now comes with a diesel engine.
The diesel is more expensive, but
the company plans to use that
truck day-in and day-ou1 for ai
least seven years. Because a
gasoline bumning engine is much
more complex and fragile, it would
have to be replaced once or twice
in that seven years, but not so with
the diesel. The truck will have the
same diesel engine in it at the end
of seven years that it started with.

Plus, GSU mixes waste trans-
former oil with diesel fuel for the
truck fleet and that brought the
cost per gallon down from $1.10 at
the filling station to 56 cents iast
véar with no loss in peiformance.

Even a simple paint jobon a
truck can be done more cheaply
The truck fieet of the past was
tlue and white. However, that
extra coat of blue paint was esti-
mated to cost between $300 and
$400 in material and labor.

To mangle an old saying, “Now,
you can get a GSU truck in any
color you like as lorg as it's v hite.”













It has been said many times, but it
- remains true. Thure probably is
: " . no more heavily regulated industry
in the world than that of nuclear
power plant construction. The con-
struction is so carefully controlled
that there is even a documented
pedigree for every safety related
vaive in the plant. You can read
about what the valves were made
from. who made them, when they

mdn.m
were l%m
Mmm-ddmm
arrived.

GSUS River Bend 1 nuclear

meyearmeNRCddrequimthe
company to modify its procedures
to determine when potential prob-
lems should be communicated to










For the vears ended December 31
i thousands except per share amounts, ratios, and sales

Flectric Sales (millions of KWH
Operating Revenue

Net Income®

Income Applicable to Common Stock

Farnings Per Share of Common Stock
’v 1

A

Dividends Per Share of Common Stock 1.56
Fotal Assets B06.111

1 ong-Term Debt and Preferred Stock Subject to
Mandatory Redemption J71078

Capitalization Ratios

(

|

1)

Return on Average C ommon Equity

Book Value Per Share, end of vear

For vears ended December




Results of Operations

Operating Revenue

Operating Expenses and Taxes

19582 1981 1980

In thousands
S 93033




Non-Operating [tems
.
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(AFUIX

Financings and Capital Resources

1 "
{ T
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S f Income

For the vears ended December 1)

in thousands except per share amounts

Operating Revenue

Operating Fxpenses and Taxes

Operating Income
: D

Income Before Interest Charges

{

Net Income (Note 2
‘, | | ¢ ‘l, 4 . '] 4 i),(‘

Income Applicable to Common Stock

Nt | "nn Stock UO)

gs Per Share of Common Stock (Note 2

|

106
660
121

291
K47

314
5.790

K50

409

41
206

128,928

181,
14.398
33,437

162,946
165979

18.949
127.030

65,056

$1.95
1.95
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in Ut ind Other P

For the vears ended December

i Chousands

Provided From Operations

291
684
020
141
206

0319

949

1

K ! D1 ied 867

Provided From Financing
X20

000
RULL
0

285
162

507
691

Y6y

M
00

(38

Other Sources and | ses
58
l¢
46

! ' | &5

Fxpenditures for Utility and Other Plant J583
tquity [ | W d 1 ) 1 56,141
tavested in Utility and Other Plant 629,494




h
42.52
6,
185,

14,
13,
8.5

46,
S 1506,

Capitalization and Liabilities

%991
000

4
5
2

51

KL

00
907

88.456
350
073
® g

0. 454
08,461

°
g
g

151,696
199,842
9,599

61,137

SA806.111
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December 1)
in thousands of dollars

Common Shareholders’ Equity

Preference Stock (N

()

Diwvidend
NS

> 4.4

Preferred Stock (N
\ 1 ¢

{)

hvidend
s

S 767,125
4,501
25,876
131,489
1,128,99!

Curremt
Shares Redemption
Outstanding Price
S0.000
50,000

100,000

Current
Shares Kedemption
Outstanding Price

5.117
LR
166
975

1.480

1.099

2.685

1.056

3,283

35,000
S0.000
15,000

136,444

17.183

3.370
15.000
S0.000
50.000

175.553




1952 1981
Long-Term Debt (Note 9)
First mortgage bonds
Maturing 1983 through 1987 -
3%% due December 1, 1983 . : . . — 10,000
4'%4% due September |, 19856 o . 15,000 15,000
14%% due March 1, 1987 . , 100,000 100,000
47%% due October 1, 1987 , e . 17,000 17,000
Maturing 1988 lhrough 1992 — 4% through 17'2% . : 255,000 215,000
Maturing 1993 through 1997 — 5% through 16 8% 115,000 88,0450
Maturing 1998 through 2002 — 6%% through 8% . . . 210,000 210,000
Maturing 2003 through 2007 — 8'2% through 10.15% . 270,000 270,000
Maturing 2008 through 2012 10'4% through 15% , 325,600 225,000
1,307,000 1150000
Pollution control and industrial development bonds
7% due 2006 4 - . o . . 25,000 25,000
S.9% due 2007 e . R 23,000 23,000
10%% due 2012 o 48,285 —
Guaranteed debentures 17%% and 16% due 1988 and 1990 — net . . 96,000 60,000
Convertible debentures 7% % due 1992 . . e P s 3976 20,483
Term-loan agreement
Vanable rates (14%s% at December 31, 1982) due 1987 | . . 24,000
Revolving credit agreement . : . " : . AP 70,000 190,000
1,597,261 1,468,483
Unamortized premium and discount on debt — net ... . . SR T (1,736) (1,142)
1,595,525 1,467,341
$3, 136.513 $2,712,721
First mortgage bond sinking fund requirements and long-term debt maturities for each of the next five years are as
follows:
e
(In thousands)
S . o s En ot ke s P e R F AR R o $11,784 $ 10,000
1984 11,664 —
| 1985 ... ... ........... . 11,664 -
| 1986 . ... ... .. E 11,484 15,000
1987 ... . ... ... A 19,850 141,000

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




Statement of Changes in Capital Stock
and Retained Earnings

For the vears ended December 1)
in thousands of dollars

Preferred
Stock
Subject o {Mher
Mandatony r ( ommon Premium Pad-In Ketained
Redemption N stock Less b oupense C apital b arming

N “ S S |
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Notes to Financial Statements
1. Summary of Significant Accounting
Policies

System of Accounts.  The accounting records of
the Company are maintained in accordance with
the Uniform System of Accounts as prescribed by
the Federal Energy Regulatory Commission
(FERC) and adopted by the Louisiana Public
Service Commission (LPSC) and the Public Utility
Commussion of Texas (PUCT).

Utility Plant and Depreciation.  Utihity and
other plant is stated at original cost when first
dedicated to public service and the amounts shown
do not represent reproduction costs or current
values. Costs of repairs and minor replacements
are charged to expense as incurred. The original
cost of depreciable utility plant retired and cost of
removal, less salvage, are charged to accumulated
provision for depreciation. The provision for
depreciation is computed using the straight-lne
method at rates which will amortize the
unrecovered cost of depreciable plant over the
estimated remaining service life.

Composite depreciation rates were as

follows:
1952 1951 19%0

Electric 366% 3.70% 3.72%
Steam 2.44 2.80 by i |
Gas 1.51 3.50 357
Total Company 363 368 13169

Allowance for Funds Used During Construction
and Capitalizaiion of Interest.  Allowance for
funds used during construction (AFUDC) is a
utihity accounting practice calculated under
guidelines prescribed by the FERC and capitalized
as part of the cost of utility plant representing the
cost of servicing the capital invested in construction
work in progress. Such AFUDC has been
segregated into two component parts — borrowed
and equity funds. That portion allocated to
borrowed funds is reflected as an adjustment to
interest charges. Interest incurred by certain trusts
(see Notes S and 9) is included in interest expense
in the statement of income and a corresponding
amount is included as part of the borrowed funds
component of AFUDC. Both the equity and the
borrowed portions of AFUDC are non-cash items
which have the effect of increasing the Company’s
reported net income by their full amounts.
However, when the related utility plant is placed in
service, a return <m and recovery of these costs is
permitted in detern .aing the rates charged for
utility service. The Company computed AFUDC at
the following rates compounded semiannually
(net): 1982 - 9.5% from January 1 through
September 30 and 10.25% from October 1 through
December 31; /98] — 8.5% from January |
through March 31 and 9.0% from April | through

December 31; /980 — 8.0% from January |
through December 31

Revenue, Fuel and Purchased Power. The
Ccmpany records revenue as billed to its customers
on a cycle billing basis. Revenue 1s not recorded
for energy delivered and unbilled at the end of
each fiscal period. Rate schedules of the Company
provide for adjustments to substantially all rates
for increases or decreases in the costs of fuel for
generation, purchased power, and gas distributed.
Fucl and purchased power costs in excess of those
included in base rates are deferred (or accrued)
until such costs are bilied (or credited) to
customers.

Inventories. The Company’s fuel inventories
are comprised of fuel oil, valued at average cost,
and coal, valued at last-in, first-out (LIFO) cost.
Materials and supphies inventories are valued at
average cost.

Income Taxes. The Company and its
subsidiaries file o consolidated federal income tax
return. Income taxes are allocated to the individual
companies based on their respective taxable income
or loss and investment tax credits.

The Company follows a policy of comprehensive
interperiod income tax allocation where such
treatment is permitted for ratemaking purposes by
regulatory bodies. Deferred income taxes result
from timing differences in the recognition of
revenue and expenses for tax and accounting
purposes. These deferred income taxes are charged
or credited to income and recorded in accumulated
ceferred income taxes.

Investment tax credits have been deferred and
are being amortized ratably over the useful lives of
the related property. The Company claims the
additional 1'2% investment tax credit, as permitted
by the Internal Revenue Code, as a result of the
provisions of the Employee Stock Ownership Plan.

Non-Utility Subsidiary Companies. The
Company has made investments in and advances to
non-utility subsidiary companies and accounts for
its investments on the equity basis. The Company's
wholly-owned subsidiary, Prudential Drilling
Company. is engaged primarily in the exploration
for and development of oil and gas properties. The
Company’s other wholly-owned subsidiary, Varibus
Corperation (Varibus), operates pipelines and holds
lignite reserves.

Retirement Plan.  Effective January 1, 1983,
the Company's pension plan, which covers all
employees meeting certain age and service
requirements, was changed from a contributory to
a non-contributory plan. The Company’s policy 1s
to fund accrued pension cost annually. Past and
prior service costs are being funded and amortized
by the Company over a thirty-vear period.

Earnings Per Share. Earnings per share are
based on the weighted average number of common




3

shares outstanding during the period. Earnings per
share assuming conversion of convertible
debentures are based on the weighted average
number of common shares outstanding plus the
shares which would have been issued if the
outstanding convertible debentures had been
converted on the date of original issue, after giving
effect to the elimination of related interest expense,
amortization of bond discount, and expense of issue
(net of related income taxes). The number of
shares for the latter computation was
approxinmtely 65,356,000, 55,231,000 and
47,992,600 for the years 1982, 1981, and 1980,
respectively

2. Change in Accounting for Fuel

In June, 1981, at the urging and authorization of
the LPSC, the Company changed its method of
accounting for fuel and purchased power costs in
Louisiana. The change, effective January 1, 1981,
results in the Company deferring or accruing on its
books any under or over recovered fuel and
purchased power costs in excess of those included
in base rates until such costs are reflected in
billings to customers pursuant to its Louisiana fuel
adjustment clause. The cumulative effect of the
change on years prior to 1981 is immaterial and
included in income for 1981. The effect of the
change for the year 1981 was to decrease net
income by $4.8 million ($.09 per share). The pro
forma effects of the change in accounting for fuel
in 1980, assuming the new method was applied
retroactively to that vear, would have been to
decrease net income by $3.6 million ($.08 per
share).

3. Federal Income Taxes

The provisions for federal income taxes were less
than the amounts computed by applying the
statutery federal income tax rate to net income
before federal income taxes. The reasons for these
differences are as follows:

1982 19%1 1980
(In thou-ands:
Net income before federal
income taxes $221.526  SI185016  $167.810
Federal income taxes at
statutory tax rate (46%) $101.902 § R5.107  $ 77,193
Reductions in federal
ncome taxes resulting
from
Fxclusions from taxable
mcome of AFLDC (40.875) (12,083 (26.704)
ltems caprtahized for
book purposes, but
expensed for tax
purposes (7,189} (3,034) (3,9K5)

Non-deferred

depreciation

differences 6.%25 6380 6 555
Adjustment for prior

years taxes and other

regulatory adjustments (F172) (13,159 (2.251)
Equity in earnings of
non-utility subsidiaries 9% (5.2%9) 643

Amortization of

investment tax credit (3,84%) (3,391) (3,230}
Other 1tems (191) (476) 2,400
Total federal income
laxes $ S5547 % 34085 $ 50621
Effective federal income
tax rate 25.1% 18 4% 10.2%
The components of federal income taxes are as follows
1951 19%0
‘In thousands)
Charged to operating
expenses
Current federal income
taxes $ 727 § 57719 § 5820
Deferred federal income
taxes — net
Tax depreciation 21.46% 9,255 14,870
Capitalized
construction costs 2.751 (4.392) S3
Amortized nuclear
unit cancellation
costs (1.629) (1.659) (1.594)
Fuel and purcns sed
power costs deferred
faccrued) 4554 (6,532)
Book expenses
deferred for tax
put Hoses 2,300 (2,300)
Other 2,066 7 (533)
{otal deferred
federal income
taxes net 3,510 (5.621) 18,080
Investment tax credits
net 14.020 312,029 19,972
Total federal income taxes
charged to operating
¢xpenses S2.547 32,187 43872
Charged to other income
net 2.700 | .89 6,749
Total federal
income taxes $ 55547 8 34085

$ S0.621

The Company was able to reduce its inceme tax
liabuity for the years 1982, 1981, and 1980, by
utilizing investment tax credits. At December 31,
1982, the Company had accumulated
carryforwards of investment tax credit of
$89,510,000. These carrvforwards expire through
1997, and will be used to reduce income taxes in
future years. The investment tax credit utilization
limit has increased progressively, from a maximum
of 70% of the income tax hability (before
application of the investment tax credit) in 1980,
to 80% in 1981, and 90% in 19%2.

4. Retirement Plan

The total costs of the Company’s contributory
pension plan for the years ended December 31,
1982, 1981, and 1980, were $3.698,000,
$6,696.000, and $5,393.000, respectively. Of such
amounts, $2,472,000, $4,245,000, and $3,506,000,
respectively, were charged to income with the
balance of such costs for each period charged to
construction and other accounts.

The valuation date of the latest pension
information is January | of the subsequent years
for each plan year ended December 31. The
information for the plan years 1981 and 1980, is




shown below. Such valuation information is not yet
available with respect to plan year 1982

19%1 1980
(In thousands except
percents;
Actuanial present value of
accumulated plan benefits
Vested $ 43180 8 41742
Nonvested 2912 2573
Present value of accumulated plan
benefits $ 47101 0§ 4415

Net assets avarlable for benehits $ 69730 0§ S9008

Assumed rate of return in
determining actuanal present
vitlues of plan benehis V7 95

5. Leases

The Company has existing agreements for the
leasing of certain vehicles, coal rail cars and other
equipment, and buildings. Lease rental payments
were $12.799.000, $6,830.000 and $6,628.000
during 1982, 1981, and 1980, respectively. Of such
amounts, $10,395.000, $5,679,000, and $5.315.000,
respectively, were charged to income, with the
remainder charged to construction and other
accounts.

Future minimum lease payments under non-
cancellable capital and operating leases (excluding
those payments to be due under the nuclear fuel
lease as discussed below) for each of the next five
vears and “n the aggregate at December 31, 1982,
are estimated to be (in thousands):

1983 $ 16,035
1984 15830
19558 15.728
19%6 12.984
1987 12,984
Remaining years 215,108

$2X8 666

During August, 1982, the Company entered into
a nuclear fuel financing agreement with 4 non-
affihated third party fuel corporation (the
“lLessor”). Under the terms of the agreement, the
Lessor will pravide financing for up to $300 million
of nuclear fuel which will eventually be leased-back
to the Company for use at River Bend Unit 1, a
940 MW nuclear-fueled generating unit. The
L essor will purchase nuclear fuel from the
Company or its vendors and will make all
payments necessary for further processing of the
fuel. Once River Bend Unit | s placed into
commercial operation, the Company will make
quarterly payments to the Lessor for the cost
(including capitalized interest) of fuel consumed

during the quarter. During 1952, the Company
sold nuclear fuel to the Lessor for proceeds of
approximately $109 million. At December 31,
1982, the Lessor's investment in nuclear fuel was
approximately $115 million.

In connection with the aforementioned
transaction, the Company repurchased and
subsequently sold to the Lessor, all of the uranium
oxide held by the Uranox Capital Trust. Interest
charges on the trust were approximately
$1,345,000, $2.823,000, and $5.994,000 for the
years 1982, 1981, and 1980, respectively.

In accordance with the ratemaking treatment
afforded its leases by regulatory agencies, the
Company does not capitalize those leases which
mect the criteria for capital leases under the
guidelines of Statement of Financial Accounting
Standards (SFAS) No. 13 However, had such
leases been accounted for as capital leases, the
balance sheet would have included leased assets
and related habilities of approximately $154.9
million at December 31, 1982, and $37.2 million at
December 31, 1951

6. Jointly-Owned Facilities

The Company owns a 70% undivided interest in
the S40 MW Roy S. Nelson Unit 6 coal-fired
generating unit which was placed in-service May
31, 1982 The participants, Sam Rayburn
Municipal Power Agency and Sam Rayburn G&T
(SRG&T), have funded their proportionate
ownership shares of 20% and 107, respectively.
The Company’s share of utility plant in-service for
this unit at December 31, 1952, is $404,244,000,
with $7,684,000 of associated accumulated
depreciation. The Company’s share of operations
and maintenance expense related to Nelson Unit 6
is included 1n operating expenses for 1982,

The Company has agreements with the
participants in Nelson Unit 6 to purchase all or a
portion of their share of the umit’s capaciiy for
periods ranging from seven to fourteen vears.
During 1982, the Company purchased 100% of
such capacity from both participants. The fixed
costs applicable to the buy-backs of power are
based on gross plant investment and other factors
which are not currently determinable for years
subsequent to 1982, The variable costs associated
with such buy-backs are composed of fuel costs
and operations and maintenance expenses. For
1982, the fixed costs applicable to the buy-backs
were $22,302,000, while fuel costs and operations
and maintenance expenses were $10.532,000 and
$2.284,000. respectively.
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Capital Stock and Ketaine d Farnings

Preferred Stock Subject to Mandatery

Rede mpton




i) Notes Pavable




11. Commitments and Contingencies

I X COT rus

Subsequent Events

|




13.  Quarterly Financial Information (Unaudited)
(In thousands except per share amounts)

Farnings Per Share of
Common Stock*
Based On Assuming
-
( 1 Operati 1 S ony
1952 m )r'nc:.:‘ lnt:m « hm::“iq Debentures
First Quarter $285,737 $51,728 $26,242 $.21 $.30
Second Quarter 309,758 61939 34,464 40 40
Third Quarter 375816 85277 56,885 69 .69
Fourth Quarter 335948 71,465 48,388 53 53
19%1
First Quarter 266,123 47.9%6 27.333 40 39
Second Quarter 120,607 53,023 312,994 50 49
Third Quarter 373,116 74,724 61,415 97 95
Fourth Quarter 261,868 54.560 29,189 37 37

* The individual quarters may not add to the yearly totals since the per share anwounts are based upon the

average number of shares outstanding during cach quarter.

See “Management’s Discussion and Analysis of
Results of Operations and Financial Condition™ for
discussion concerning a non-recurring gain in the
third quarter of 1981, by a subsidiary as a result of
an exchange of lignite leases. See Note 2 [or
information concerning a change during 1981 in
the method of accounting for fuel costs.

14. Sup(ghk‘menul Information
on Changing Prices (Unaudited)

The following supplementary information is
supplied in accordance with the requirements of
the SFAS No. 33 for the purpose of providing
certain information about the effects of changing
prices. It should be viewed as an estimate of the
approximate effect of inflation, rather than as a
precise measure.

SFAS No. 33 attempts to measure the effects of
inflation 1n two ways:

1. Constant dollar amounts represent historical
costs stated 1n terms of dollars of equal
purchasing power, as measured by the
Consumers Price Index for all Urban
Consumeis.

2. Current cost amounts reflect the changes in
specific prices of plant from the date the
plant was acquired to the present, and differ
from constant dollar amounts to the extent
that specific prices have increased more or
lzss rapidly than prices in general.

The current cost of utility and other piant, which
includes land, land rights, plant held for future use,
and constructiun work in progress, represents the
estimated cost of replacing existing plant assets
and was determined by indexing surviving plant by
the Handy-Whitman Index of Public Utility
Construction Costs. The current year’s provision

for depreciation on the constant dollar and current
cost amounts of utility and other plant was
determined by applying the Company’s
depreciation rates to the indexed plant amounts.

Fuel inventories, the cost of fuel used in

generation, and gas purchased for resale have not
been restated from their historical cost in nominal
dollars. Regulation limits the recovery of fuel and
purchased costs through the operation of
adjustment clauses or adjustments in basic rate
schedules to actua' costs. For this reason fuel
inventories are effectively monetary assets.

As prescribed in SFAS No. 33, income taxes

were not adjusted.

Other facters affecting the Statement of Income

Adjusted for Changing Prices are as follows:

1. Increase in the current cost of net utility
plant as a result of specific price changes
experienced:

The increase in the current cost amount of
net utility plant is shown before and after
climinating the effects of general inflation
as measured by the CPI-U.

2. Reduction to net recorerable cost:

Under the rate-making prescribed by the
regulatory commissions to which the
Company is subject, only the historical
cost of plant is recoverable in revenue as
depreciation. Therefore, the excess of the
cost of plant, is not presently recoverabie
in rates as depreciation, and is reflected as
a reduction to net recoverable cost. While
the rate-making process gives no
recognition to the current cost of replacing
utility and other plant, the Company
believes, based on past praciices, 1t will be
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ailowed to earn on the increased cost of its
net investment when replacement of
facilities actually occurs.
Gain from decline in purchasing power of
net amounts owed:

To reflect properly the economics of rate
regulation in the Statement o Income
Adjusted for Changing Prices, the
reduction of net utility and other plant
should be offset by the gain from the
decline in purchasing power of net
amounts owed. During a period of
inflation, holders of monetary assets suffer

.

Statement of Income Adjusted for
Changing Prices (Unaudited)

a loss of general purchasing power while
holders of monetary labilities experience a
gain. The gain from the decline in
purchasing power of net amounis owed is
primarily attributable to the substantial
amount of debt which has been used to
finance utility and other plant. Since the
depreciation on this plant is limited to the
recovery of historical costs, the Company
does not have the opportunity to realize a
holding gain on debt and is limited 1o
recovery only of the embedded cost of
debt capital.

Conventional Constant Dollar Current Cost
Historical Average Average
For the year ended December 31, 1982 _ Cost_ 1982 Doliars 1982 Dollars
(In thousands)

Operating revenue $1,307,259 $1,307,259 $1,307,259
[ue! i e e g 446,521 446,521 446,521
Purchased power T 182,106 182,106 182,106
Other operations and maintenance 216,981 216,981 216,981
Depreciation and amortization 89,291 199,161 220,552
Taxes 101,951 101,951 101,951
Other — net (58,516) (58.516) (58.516)
Interest charges 162,946 162.946 162,946
1,141,280 1,251,150 1,272,541

Net Income (excluding reduction to net recoverable cost) $ 165979 $ 56,109* $ 34718

Increase in specific prices (current cost) of utility and other
piant held dusing the year®* $ $ 551,924
Reduction to net recoverable cost (36.781) (335.961)
Effect of increase in general price level . (231,353)
Excess of increase in general price level over inciease i

specific prices after reduction to net recoverable cost (15,390)
Gain from decline in purchasing power of net amounts owed 93,755 93,755
Net $ 56974 $ 78.365

* including the reduction to net recoverable cost, the gain on a constant dollar basis would have been $19,328

for 1982

** At December 31, 1982, current cost of utihty and other plant, net of accumulated depreciation was $5 663,270
while historical cost or net cost recoverable through depreciation was $3,523.506
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Five Year Comparison of Selected Supplementary Financial Da

\djusted for s of Changing Prices (Unaudited)
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Statistical Summary

For the years ended December 31

ELECTRIC
Number of customers at year end:
Residential
Commercial .
Industrial -
Temporary Construction
Other .

Total . L
Sales Kilowatt-hours (thousands):
Residential .
Commercial . .
Industrial

Temporary Consti uction
Other ,

Total Sales

Revenue (thousands):
Residential
Commercial
Industrial
Temporary Construction
Other

Total Electric Rcvcnuc

Average Annual KWH Use Per Customer:

Residential

Commercial

Industrial )
Revenue Per KWH (cents):

Residential .

Commercial

Industrial

Electric Energy Output Thousands of

KWH
Net Generated
Net Purchased and Interchanged

System Peak Load — Including Interruptible

Load (MW)

Total Capabihity (Im.ludmg Contract
Purchases) — At Time of Systern Peak

Load (MW)
L.oad Factor
STEAM:
Steam Revenue (thousands)
Steam Sales - KWH (millions)
Steam Sales — millions of Pounds
GAS:
Gas Revenue (thousands)
Number of Customers .
Output — MM cu. ft. of natural gas
purchased :
Saies — MM cu. ft.
Weather Data:
Covling degree days (Normal 2,726)
Percentage change from normal
Heating degree days (Normal 1,558)
Percentage change from normal

102,370
$1,188,944

13.015
80,814
3,451,098

6.05

5.19
3.6l

25,523,512
5,160,731

30,684,243

5,164

7,208

67.8%

$ 75213
2,579
9,447

S 43102
85,394

8,229
8,535

2,883
5.8
1,588
1.9

"7 8]0"18

$ 315,625
198,676
494,388

2,723
95,110
$1,106,522

12,786
79,558
4.095.224
5.52

4.76
328

28,115,700
4.411.795
32,527,495

5,542

6,745

67.0%

$ 77624
2,887
12,209

$ 37.568
¥3.664

8,738
8,599

2.775
1.8
1.620
40

438,560
52,731
3414
3,354
1,984

% ﬁooo-.s

5,682,016
3,969,390
14,870,419
37,691
3,098,910

27,658,426

$ 249,603
157,616
413,265

1,728
82,659
$ 904871

13,173
76,529
4.340.461

4.39
3.97
2.78

27,775,374
4,507,245

32,282,619

5,604

6.602
65.2%

$ 69346
2927
14,906

$ 31,009
85,218

9,148
9,097

2910
6.7
1.637

5.1

423850
50,807
3,386
3,279
1,873

483 195

5.147,436
3,759,289
14961211
44,059
2,638,490

’6 550,485

L]

203,029
133,988
364,797
1,673
65,928

$ 76941*

12,374
75,291
4,402 946

194

3.56
244

25,381,996
5.871.615
31,253,611

5,229

6.169

68.2%

$ 68278
3,191
14,796

$ 26645
83910

10,333
9.892

2,502
(8.2)
1,885

21.0

5,198 421
3,738,114
14.447.417

42,358
2,452,228

"5 878 i31‘5

$ 181,967
117,987
291,259

1.367
53,319
$ 645899

13,009
77.472
4,221,922

3.50
316

2.02

2%,299.011
1,985,508

30,284,519

5,138

5.620
67.3%

$ 50513
3,013
15,787

$ 21,546
82,391

10,734
10,207

3.017
10.7
2.002
28.5
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