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

SUBJECT: Waterford SES Unit No. 3
Financial Information Update

Reference: W3P84-1480, dated May 29, 1984

Dear Sir:

The above reference provided financial information regarding Louisiana
Power & Light Company. The following items, which are attached, update the
reference:

1) Final prospectus for Pollution Control Bonds.

2) Preliminary prospectus for 2,000,000 shares of LP&L
preferred stock,
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Very truly yours,

K.W. Cook
Nuclear Support & Licensing Manager

KWC/RWP/pco
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In the op;nion of Cox. Huppenbauer & Osborne, Bond Counsci, interest on the Bonds is exemptfrom Federalincome taxes under the
Internal Revenue Code of 1934, as amended. Regulations of the Department of the Treasury of the United States (including

Temporary and Proposed Regulations) thereunder applicable to the Bonds, rulings and court decisior ; except a. explained under
" Tax Exemption"herein, and under the laws of the State oflauisiana, the Bonds and income therefrom av exemptfrom

all taxation by the State ofLouisiana, allas explained under " lax Exemption"and "Pendmg Legislatwn "herem.

$115,000,000

PARISH OF ST. CHARLES, LOUISIANA
Adjustable / Fixed Rate Pollution Control Revenue Bonds

(Louisiana Power & Light Company Project)
Series 1984

Dated: June 1,1984 Price 99,75% Due: June 1,2014
(Pics accrued interest from June I,1984)

The Bonds will be payable solely from moneys pledged therefor under the Indenture, including moneys derived from the sale of the
Project by the issuer to LOUISIANA POWER A LIGHT COMPANY pursuant to a Sale Agreement and funds drawn under an
irrevocable Letter of Credit issued by

CITIBANK, N.A.
The Citibank Letter of Credit will permit tu Trustee, First National Bank of Commerce, New Orleans, Louisiana, to draw up to

$115,000,000, an amount sumcient to pay the principal or the purchase price of the Bonds, plus an amount equal to 210 days' accrued
interest on the Bonds (computed at the rate of 15% per annum, the maximum rate at which the Bonds may bear interest prior to the
Fixed Rate Date (as described herein)) to pay interest on the Bonds plus specified amounts to pay the portion of the purchase price of
Bonds equal to the discount at which such Donds are remarketed and to pay redemption premium, if any, on the Bonds, all as explained
herein. The Citibank Letter of Credit wil terminate on the earliest of June 12,1989 or the occurrence of certain esents (includingl

termmation on June 12, 1986 at the option of Citibank, N.A. if the Company's Waterford Unit 3 is not in commercial operation on
January 15,1986), and the Bonds are subject to redemption unless purchased, as desenbed herein, if the Company fails to provide for
the extension, reissuance or renewal of or substitution for the Citibank Letter of Credit as provided in the Indenture, subiect to the right
of owners of the Bonds, under certain circumstances, to elect not to have such Bonds redeemed or purchased, as desenbed herein.

The Bonds will be issuable as fully registered Donds without coupons in the denominations of $5,000 and integral multiples thereof.
Principal of and premium,if any, on all Bonds will be payable at the principal omce of the First National Bank of Commerce, the Paying
Agent, or any Co-Paying Agent. Interest on the Bonds (payable June I and December 1, commencing December I,1984) will be
payable by check mailed to the registered Bondholders thereof.

The Bonds will bear interest at the rate of 8.75% per annum from their date to and including May 31,1987. For each 12-month
period (commencing June 1,1987) thereafter, prior to the date on u hich the Bonds bear interest at the Fixed Interest Rate (as desenbed
herein), the Bonds will bear interest at the Adjustci Interest Rate (as desenbed herein) determined on the June I commencing such 12-
month period. So long as the Bonds bear interest at the Adjusted Interest Rate, owners of Bonds will have the right to have their Bonds
purchased in the manner desenbed herein at a price equal to 100% of the principal amount thereof on June 1,1987 and on June I of
every year thereafter to and including the Fixed Rate Date. Any Bondholder wishing to hase Bonds purchased must deliver such Bonds
to Chemical Bank, as Tender Agent, $5 Water Street, in New York, New York 10041, between the opening of business on the May I
net preceding such June I and 4:00 p.m. New York time on the following May 15 (or,if such May 15 is not a business day, the next
succeeding business day).

dder certain circumstances desenbed herein, the Bonds will bear interest at the Fixed Interest Rate for the remainder of the term
thes ett. After the Fixed Rate Date, owners of Bonds will no longer have the right to tender their Bonds for purchase a,d the Citibank
Leser of Credit will be terminated, as described herein.

The Bonds are subject to optional and mandatory redemption prior to maturity as desenbed herein.

The Bonds are ofered, subject toprior sale. when, as and ifinued by the Parish ofSt. Charles Louisiana and received by the Underwriters.
rubject to approvaloflegality by Cox. Huppenbauer & Osborne, Bond Counsel, the approvalofcertain legal matters, other than the

valir 'y of the Bonds and the exemption from Federalincome tax ofinterest thereon, by Dewey, Ballantine. Buspby, Iaimer &
Wood, counselfor the Underwnters, and certain other conditions, it is expected that the Bonds en definitiveform will be

made availablefor delivery in New York. New York on or abaut June 28.1984. Rggy;yg9
KIDDER, PEABODY & CO. NUCLEAR RtCORDS

INCORPORATED

MERRILL LYNCII CAPITAL MARKETS JUN 28 1984

MORGAN STANLEY & CO. ILN:Incorporated

HOWARD, WEIL, LABOUISSE, FRIEDRICIIS
INCORPORATED

Dated: June 7,1984
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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No person has been authorized to give any information or to make any representations other than those
contained in this Official Statement in connection with the offers made hereby and, if given or made, such
information or representations must not be relied upon as having been authorized by the Parish of St.
Charles. Louisiana. Citibank, N.A., the Compsny or the Underwriters. Neither the delivery of this Official
Statement nor any sale hereunder shall under any circumstances create any implication that there has been
no change in the affairs of the Parish of St. Charles, Louisiana, the Company or Citibank, N.A. since the date
hereof. Tnis Official Statement does not constitute an offer or solicitation in any jurisdiction in which such
offer or solicitation is not authorized, or in which the person making such offer or solicitation is not qua!ified
to do so or to any person to whom it is unlawful to make such offer or solicitation. Except as set forth under
"The Issuer," the Parish of St. Charles, Louisiana neither has nor assumes any responsibility as to the
accuracy or completeness of the information in this Official Statement, all of which has been furnished by
others.
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Parish of St. Charles, Louisiana

Adjustable / Fixed Rate Pollution Control Revenue Bonds

(Louisiana Power & Light Company Project)
Series 1984

INTRODUCTORY STATEMENT

This Official Statement is provided to furnish information in connection with the sale by the Parish of St.
Charles, Louisiana (the " Issuer") of its Adjustable / Fixed Rate Pollution Control Revenue Bonds
(Louisiana Power & Light Company Project) Series 1984 in the aggregate principal amount of $115,000,000
(the " Bonds"). The Bonds will be issued pursuant to a Trust Indenture dated as of June 1,1984 (the
" Indenture") between the Issuer and First National Bank of Commerce, as trustee (the " Trustee").

The Bonds are being issued to defray a portion of the cost to Louisiana Power & Light Company, a
Louisiana corporation (the " Company"), of certain facilities (the " Project") for the abatement, reduction or
control of pollution and disposal of solid waste at Unit 3 (Nuclear) of the Waterford Steam Electric
Generating Station, a nuclear electric power generating unit (the " Plant") located in the Parish of St.
Charles, Louisiana, owned by the Company.

Pursuant to a Sale Agreement, dated as of May 1,1984 (the " Agreement"), between the Issuer and the
Company, the Company's interest in the Project is to be sold by the Company to the Issuer and
simultaneously resold by the Issuer to the Company. The Agreement requires payments to be made to the
Issuer, in payment of the purchase price of the Project, at such times and in such amounts as principal of and
premium, if any, and interest on the Bonds become due whether at maturity, upon prior redemption or
demand for purchase by Bondholders.

Concurrently with, and as a condition to, the delivery of the Bonds, the Company will cause to be
delivered to the Trustee an irrevocable letter of credit (the "Citibank Letter of Credit") of Ciubank, N.A.
(the " Bank") under which the Trtatee is permitted to draw (a) up to $115,000,000, an amount sufficient to
pay (i) principal of the Bonds cr (ii) the purchase price of Bonds, plus (b) up to $10,062,500, an amount
equal to 210 days' accrued interest on the Bonds (computed at a rate of 15% per annum, the maximum rate
at which the Bonds may bear interest prior to the Fixed Rate Date (as hereinafter defined)) to pay interest
on the Bonds, plus (c) up to $5,750,000, an amount equal to five percent (5%) of the aggregate principal
amount of the Bonds to pay the portion of the purchase price of Bonds equal to the discount, if any, at which
such Bonds are sold by the Remarketing Agent plus (d) during the period that the Bonds are subject to
redemption as described under "THE BONDS-Redemption Provisions-Extraordinary Mandatory
Premium Redemption" up to $10,062,500, an amount equal to the interest to accrue on the Bonds during
such period, and thereafter, up to $143,750, an amount equal to one eighth percent (%%) of the aggregate
principal amount of the Bonds, in each case, to pay the redemption premium, if any, on the Bonds. For a
description of the terms and provisions of the Citibank Letter of Credit and of the Reimbursement
Agreement dated as of June 1,1984, between the Company and the Bank with respect to moneys drawn
under the Citibank Letter of Credit (the " Reimbursement Agreement") see "THE T.ETTER OF CREDIT
AND REIMBURSEMENT AGREEMENT." The Agreement provides that the Company may provide for
the delivery of an alternate letter of credit if certain conditions are met. The Citibank Letter of Credit and
any such alternate letter of credit are herein collectively referred to as the " Letter of Credit."

Owners of the Bonds have the right to deliver any of their Bonds (or portions thereof in integral
multiples of $5,000) for purchase at the principal amount thereof on June 1,1987 and on June 1 of each year

3
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thereafter prior to and including the Fixed Rate Date. The Fixed Rate Date is the June I next preceding the
: date of the termination of the Company's obligation under the Agreement to purchase Bonds so delivered,
from which day, the Bonds will bear interest at the Fixed Interest Rate until maturity. Deliveries of Bonds
for such purchase on any June 1 must be made to Chemical Bank, New York, New York (the " Tender
Agent") between the opening of business on the May I next preceding such June 1 and 4:00 p.m. New York
time on the May 15 next preceding such June 1 (or,if such May 15 is not a business day, the next succeeding
business day). Pursuant to the Agreement the Company has agreed to provide moneys for such purchase to
the extent moneys from other sources are not available therefor.

Under certain circumstances, the Bonds will bear interest at the Fixed Interest Rate. (See "THE
BONDS-Fixed Interest Rate.") ,

The Bonds will not constitute an indebtedness or obligation to which the full faith and credit of the
Issuer is pledged and will never constitute nor give rise to a pecuniary liability of the Issuer or a charge
against its general credit or taxing powers. The Issuer will be obligated to pay the principal of and premium,
if any, and interest on the Bonds solely out of moneys held in funds under the Indenture and the income.
receipts and revenues of the Issuer under the Agreement, including moneys drawn under the Letter of Credit.

- Under the Indenture, such income, receipts and revenues have been pledge 1 to ths Trustee as security,
equally and ratably, for the payment of the Bonds. The payments required to be made by the Company
pursuant to the Agreement are sufficier.t together with other funds available for such purpose, to pay the
principal of and premium, if any, and interest on the Bonds.

Brief descriptions of the Issuer, the Bonds, the Citibank Letter of Credit, the Project, the Agreement, the
Indenture and the Reimbursement Agreement are included in this Official Statement. For information
concerning the Company, including information incorporated therein by reference, see Appendix A hereto.
For information concerning the Bank see Appendix B hereto. The referene-s herein to the Agreement, the
Citibank Letter of Credit, the Indenture and the Reimbursement Agreement make use of terms defined
therein and are q~ ualified in.their entirety by reference to such documents, and references herein to the Bonds
are qualified in their entirety by reference to the form thereofincluded in the Indenture and the information
with respect thereto included in the aforesaid documents, copies of which may be obtained from the

~ Company and, during the initial offering period, at the principal office of each of the underwriters named on
the cover of this Official Statement. All such descriptions are further qualified in their entirety by reference to
bankruptcy laws and laws relating to or affecting generally the enforcement of creditors' rights.

e

THE ISSUER

The Issuer is a political subdivision organized and existing under and by virtue of the laws of the State of
Louisiana. Pursuant to Sections 991 to 1001, inclusive, and Section 1424.1 of Title 39 of the Louisiana
Revised Statutes of 1950, as amended (the "Act"), and resolutions and ordinances duly adopted on behalf of
the Issuer by its Parish Council, the Issuer is authorized and empowered to issue the Bonds, to acquire the
Project, to sell the Project to the Company and to secure the Bonds by a pledge and assignment of the income
and revenues derived from the sale of the Project. To accomplish the above actions, the Issuer is authorized
to enter into the Agreement and the Indenture.

THE PROJECT

The Project as described in the Agreement includes various systems, completed or under construction at
the Plant, to abate, reduce or control pollution and dispose of pollutants, sewage and solid waste.

The Agreement permits the Company to revise the plans and specifications for the Project referred to in
the Agreement; provided no change which would render inaccurate in any raaterial respect the description of

4
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.the Project contained in the Agreement shall be made unless certain conditions, including receipt of an ;

I

opinion of nationally recognized bond counsel in connection therewith, are met.

USE OF PROCEEDS

The proceeds from the sale of the Bonds (other than an amount representing accrued interest and
premium, if any, paid by the Underwriters, which will be deposited in the Bond Fund) will be deposited in

. the Project Acquisition Fund and applied to defray a portion of the costs of the Project.

The proceeds from the sale of the Borids are expected to be applied as follows:'

Costs of t he Project . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $111,931,500

Underwriting discount . . . . . . . . . . . . . . . . . . . . . . . 2,231,000. . . . . . . . . . . . . . .. . . . . . . . . .

Legal, printing and miscellaneous expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 550,000

' Original issue discount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 287,500

Principal amount of Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $115,000,000

i

THE BONDS

General

The Bonds will be issuable in fully registered form only in denominations of $5,000 or any integral
multiple thereof. The Bonds will be dated June 1,1984, except as otherwise provided in the Indenture with

~

respect to Bonds issued on or subsequent to the first interest payment date, and will bear interest as described
.

herein under "THE BONDS-Adjusted Interest Rate" and "THE BONDS-Fixed Interest Rate." In no>

- event shall the interest rate borne by the Bonds exceed 15% per annum prior to the Fixed Rate Date or 18%
per annum on and after the Fixed Rate Date. Bonds may be transferred, upon the books of the Trustee, as
Registrar, or exchanged for other Bonds, all without cost, except for any tax or other governmental charge,
except that the Registrar shall not be obliged to make any such exchange or transfer during certain periods
immediately prior to any redemption date or interest payment date. Principal and interest shall be payable at .

- the place or places and in the manner specified on the cover page of this Official Statement.

The principal office of First National Bank of Commerce, Trustee, Registrar and Paying Agent under
_

the Indenture, is located at 210 Baronne Street, New Orleans, Louisiana 70112. One or more co-paying
agents may be appointed, and the Registrar, the Paying Agent or any co-paying agent may be removed by the

_

Issuer at the direction of the Company.

Kidder, Peabody A Co.' Incorporated, with the approval of the Company, will be appointed
Remarketing Agent (the "Remarketing Agent") under the Indenture. The principal office of Kidder,
Peabody & Co. Incorporated is located at 10 Hanover Square, New York, New York 10005. Pursuant to the
. Indenture, the Remarketing Agent may be removed at any time by the Issuer at the direction of the
Company. Upon the resignation or removal of the Remarketing Agent, the Issuer shall appoint, with the
approval of the Company, a successor Remarketing Agent.

'

Chemical Bank has agreed to act as Tender Agent. The principal corporate trust office of Chemical Bank*

. is located at 55 Water Street, New York, New York 10041. Pursuant to the Indenture the Tender Agent may
,

; ' be removed at any time at the direction of the Company by an instrument signed by the Issuer. The Issuer
will appoint a successor Tender Agent with the approval of the Company. If the Issuer fails to appoint a
successor Tender Agent, the Trustee shall be deemed the Tender Agent until a successor is appointed.

!

5
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Kenny Information Systems, a New York limited partnership in which Kenny Group, Inc. is General
Partner, has agreed to act as Indexing Agent (the " Indexing Agent") under the Indenture. Pursuant to the
Indenture, the Indexing Agent may be removed and replaced at any time by the Issuer with the approval of
the Company.

Source of Payment and Security for the Bonds

The Bonds will not constitute an indebtedness or obligation to which the full faith and credit of the
Issuer is pledged and will never constitute nor give rise to a pecuniary liability of the Issuer or a charge
against its general credit or taxing powers. The Issuer will be obligated to pay the principal of and premium,
if any, and interest on the Bonds solely out of moneys held in funds under the Indenture and the income,
receipts and revenues of the Issuer payable by the Company under the Agreement, including moneys drawn
under the Letter of Credit and certain payments made by the Company pursuant to the Agreement. The
Agreement requires payments to be made at such times and in such amounts as may be necessary to cause
payment to be made when principal of and premium, if any, and interest on the Bonds becomes due.

Adjusted Interest Rate

Determination ofAdjusted Interest Rate. The Bonds shall bear interest from their date to and including
May 31,1987 at the rate set forth on the cover page hereof. Prior to the Fixed Rate Date, the annual rate of
interest to be borne by the Bonds for each subsequent 12-month period (the " Rate Period") (commencing
June 1,1987 and on each June I thereafter) shall equal the Adjusted Interest Rate. The Remarketing Agent
shall determine the Adjusted Interest Rate which shall be the lesser of 15% per annum and either (1) the
lowest interest rate, either within 80% to 120% of the Adjustable Rate Index (hereinafter described) or
between the Minimum Interest Rate and the Maximum Interest Rate (hereinafter described), necessary for
the Remarketing Agent to remarket, at a price equal to the principal amount thereof, all Bonds delivered to
the Tender Agent for purchase, and not purchased with certain moneys, or, (2) if all Bonds cannot be so
remarketed, the lesser of 120% of the Adjustable Rate Index and the Maximum Interest Rate. If no Bonds
are delivered to the Tender Agent for purchase, or if all Bonds so delivered are purchased with certain
moneys, the Adjusted Interest Rate shall equal the Adjustable Rate Index or,if the Remarketing Agent shall
have specified a Minimum Interest Rate and a Maximum Interest Rate, the arithmetical mean of such Rates.
See "TIIE INDENTURE-Determination of Adjusted Interest Rate."

Determination of Adjustable Rate Index. The Indexing Agent shall determine the Adjustable Rate
Indes for each Rate Period. If the Bonds are rated as provided in the Indenture, the " Adjustable Rate index"
shall be based upon the one-year yield evaluations at par of the securities of not less than 10 issuers of tax.
exempt securities each of which is required to have outstanding securities bearing ratings in the same or the
immediately proximate rating category to the rating on the Bonds. If the Bonds are not so rated and in
certain other events, the Adjustable Rate Index shall be determined as described under the caption "TIIE
INDENTURE-Determination of Adjustable Rate Index."

Determination ofMinimum Interest Rt .e and Maximum Interest Rate. The Remarketing Agent may,
in its discretion, specify a Minimum Interest Rate and a Maximum Interest Rate for each Rate Period prior
to the Fixed Rate Date and for the period during which the Bonds bear interest at the Fixed Interest Rate.
For any such period, the Minimum Interest Rate shall be a percentage of the Adjustable Rate Index or the
Fixed Rate Index, as the case may be, greater than or equal to 80% but less than 120% of such Index for
such period and the Maximum Interest Rate shall be a percentagi of the Adjustable Rate Index or the Fixed
Rate Index, as the cas may be, less than or eqtal to 120% but greater than 80% of such Index for such
period; provided, however, that if the Remarketing Agent < esignates a Maximum Interest Rate and a
Minimum Interest Rate, the arithmetic mean of th Maximum interest Rate and the Minimum Interest Rate
shall be equal to the interest rate which, in the j .dgment of the Remarketing Agent, hasing due regard for
prevailing financial market conditions, would be ; ie interest rate necewary, but not in excew of the interest

t.



rate necessary, to enable the Remarketing Agent to sell all Bonds which may be delivered for purchase on the
next succeeding June I at a price equal to the principal amount thereof.

Fixed Interest Rate

Termination of Company's Obligation to Purchase Bonds. 1( the Company gives notice that it will
terminate its obligation to purchase Bonds as described under " Tile LONDS-Purchase of Bonds" in
accordance with the Agreement the Fixed Interest Rate shall become effective on the next succeeding June 1.
The Company may terminate such obligation only upon delivery of an opinion of a firm of nationally
recognized bond counsel selected by the Company and acceptable to the Trustee to the effect that the
exemption from Federalincome taxation of the interest on the Bonds would not be impaired by reason of the
termination of the Company's obligation to so purchase Bonds on and after the Fixed Rate Date. There can
be no assurance that such opinion will be issued. The Fixed Interest Rate shall be established at the rate
determined as hereinafter set forth.

On the Fixed Rate Date, if the Letter of Credit is in effect, all Bonds are subject to mandatory
'

redemption unless purchased by the Remarketing Agent; provided, however, that owners of Bonds may
direct the Trustee not so to redeem their Bonds. On and after the Fixed Rate Date, the Company will have no
obligation to purchase Bonds as described under "TIIE BONDS-Purchase of Bonds."

'

Determination offixed Interest Rate. The Remarketing Agent shall determine the Fixed Interest Rate
which shall be the lesser of 187o per annum and either (1) the lowest interest rate, either within 807o to
1207c of the Fixed Rate Index (hereinafter described) or between the Minimum Interest Rate and the
Maximum Interest Rate (see " Tile BONDS-Adjusted Interest Rate-Determination of Minimum Interest
Rate and Maximum Interest Rate"), necessary for the Remarketing Agent to remarket, at a price equal to
the principal amount thereof, all Bonds delivered for purchase on the Fixed Rate Date other than Bonds
purchased with certain moneys, or, (2) if all such Bonds cannot be so remarketed at the principal amount
thereof, the lesser of 120% of the Fixed Rate Index and the Maximum Interest Rate. If no Bonds are so
purchased, or if all Bonds are purchased with certain moneys, the Fixed Interest Rate shall equal the Fixed
Rate Index or, if the Remarketing Agent shall have specified a Minimum Interest Rate and a Maximum
Interest Rate, the arithmetical mean of such Rates. See " Tile INDENTURE-Fixed Interest Rate."

Determination of fixed Rate Index. The Indexing Agent shall determine the Fixed Rate Index
beginning on April 27,1987, and on each April 27 thereafter prior to the Fixed Rate Date. The " Fixed Rate
Index" shall be based upon the yield evaluations at par (on the basis of a term equal, as nearly as practicable,
to the then remaining term of the Bonds) of not less than 10 issuers of tax-exempt securities as follows:

(1) if, at the time of determination of a Fixed Rate Index, the Company's first mortgage bonds
(the "First Mortgage Bonds") issued under the Mortgage and Deed of Trust, dated as of April 1,1944,
from the Company to the Chase National Bank of the City of New York and Carl E. Buckley, as
trustees, as amended and supplemented (the " Company Indenture") and certain other obligations
secured by First Mortgage Bonds (the " Company Debt") are rated by either Moody's Investors Service,
Inc. (" Moody's") or Standard & Poor's Corporation ("S&P") in any of its four highest rating
categories, each of the component issuers must have outstanding long term securities bearing ratings in
the same or the immediately proximate rating category to the rating on the Company Debt;

(2) if, at the time of determination of a Fixed Rate Index, the Company Debt is not rated by either
Moody's or S&P in any of its four highest long. term debt rating categories, each of the component
issuers must have outstanding securities rated by either Moody's or S&P in its fourth highest long. term
debt rating category; provided, that in such case the Fixed Rate Index shall be 1107c of the rate
determined by the Indexing Agent on the basis of the required yield evaluations; or

(3) if, at the time of determination of a Fited Rate Index, there is no Company Debt, each of the
component issuers must have outstanding securities bearing ratings in the same or the immediate
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proximate rating category in which the Company Debt would, in the judgment of the Remarketing
Agent, be rated; provided, that if, in thejudgment of the Remarketing Agent, Company Debt would not
be rated by either Moody's or S&P in any of it's four highest long-term debt categories, each of the

L component issuers must have outstanding securities rated by either Moody's or S&P in its fourth highest
rating category, and in such case, the Fixed Rate Index shall be i10% of the rate determined by the
Indexing Agent on the basis of the required yield evaluations.

If the Indexing Agent no longer determines, or fails to determine, the Fixed Rate Index and no other
qualified municipal securities evaluation service can be appointed by the Issuer, the Fixed Rate Index shall be
determined as described under the caption "THE INDENTURE-Determination of Fixed Rate Index."

Notlees of Interest Rate, Determination of Fixed Interest Rate and Termination of Letter of Credit

The Trustee shall give notice of the Adjustable Rate Index, together with the highest and lowest interest
! rates possible for the succeeding Rate Period, by mail to all owners of Bonds at the addresses listed on the

~

books of the Registrar promptly after the determination of the Adjustable Rate Index, unless the Fixed Rate
Date will occur in such year. If the conditions precedent to the occurrence of the Fixed Rate Date have
occurred, the Trustee shall give notice in like manner, which notice shall state, among other things, the Fixed.

Rate Index, together with the highest and lowest Fixed Interest Rates possible. If the Letter of Credit is in
effect on the Fixed Rate Date the Bonds will be subject to mandatory redemption by the Issuer unless
purchased on the Fixed Rate Date, but owners of Bonds may elect not to have their Bonds so redeemed.
Promptly after the final determination of the Adjusted Interest Rate or Fixed Interest Rate, as the case may
be, the Trustee shall give notice of the same by mail to all owners of Bonds listed on the books of the
Registrar. The Trustee shall also give notice by mail to all owners of Bonds at the addresses listed on the
books of the Registrar at least 25 but not more than 65 days prior to the date of termination of the Letter of
Credit, which notice shall state, among other things, that the Bonds will be subject to mandatory redemption
by the Issuer unless purchased on the June I next preceding the date of' termination of the Letter of Credit,
but that owners of Bonds may elect not to have their Bonds so redeemed. FAILURE BY THE TRUSTEE
TO GIVE ANY SUCH NOTICE BY MAILING, OR ANY DEFECT THEREIN, WILL NOT AFFECT
THE INTEREST RATE TO BE BORNE BY THE BONDS, WILL NOT EXTEND THE PERIOD FOR
MAKING DELIVERIES OF BONDS, AND WILL NOT IN ANY WAY CHANGE THE RIGHT OF
THE OWNERS OF SUCH BONDS TO DELIVER BONDS FOR PURCHASE.

ANY OWNER OF BONDS WHO MAY BE UNABLE TO TAKE TIMELY ACTION UPON ANY
SUCH NOTICE SHOULD CONSIDER MAKING ARRANGEMENTS FOR ANOTHER PERSON TO
ACT IN HIS OR HER STEAD.

The notices described above regarding the determination ofinterest indices, interest rates, determination
of the Fixed Interest Rate and termination of the Letter of Credit shall be mailed in the same manner as
notices of redemption. See "THE BONDS-Procedure for and Notice of Redemption."

Other Information Regarding Interest

The determination of each Adjustable Rate Index and the Fixed Rate Index by the Indexing Agent or
the Remarketing Agent and any variation from an Adjustable Rate Index or the Fixed Rate Index by the
Remarketing Agent in the determination of an Adjusted Interest Rate or the Fixed Interest Rate,
respectively, shall be conclusive and binding upon the owners of the Bonds.

1

-
Purchase of Bonds

:

| On June 1,1987 and on each June I thereafter prior to and including the Fixed Rate Date, any Bond (or
portions thereofin integral multiples of $$,000) shall be purchased upon the demand of the owner thereof, at
a purchase price equal to 100% of the principcl amount thereof,if tuch Bond is delivered for purchase to the
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Tender Agent at its principal office no earlier than the May I and no later than 4:00 p.m. New York time on
the May 15 (or the next succeeding business day if such May 15 is not a business day) next preceding such
June 1. ,

Redemption Provisions

Optional Redemption Before Fixed Rate Date. The Bonds are subject to redemption by the issuer, upon
the optional prepayment by the Company of all or a part of the unpaid balance of the purchase price of the

' Project, on June 1,1987 and on any June 1 or December I thereafter prior to the Fixed Rate Date, in whole
or in part from time to time, at (i) 100% of the principal amount thereofif the redemption date is June 1, or
at 100%% of the principal amount thereof if the redemption date is December 1 plus (ii) in each case,
accrued interest to the redemption date.

Optional Redemption After Fixed Rate Date. After the Fixed Rate Date, the Bonds are subject to
redemption by the issuer, upon the optional prepayment by the Company of all or a part of the unpaid
balance of the purchase price of the Project, as a whole or in part from time to time, on the dates set forth
below at a redemption price equal to (i) the following percentages of the principal amount of the Bonds to be
redeemed plus (ii) accrued interest to the redemption date:

If the Fixed Rate Date is prior to June I,1992:

June i through May 31
of the following years Redemption

after the Fixed Rate Date Price

Ten t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103 %
Elev en t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102%
Twel ft h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102

Th i rt er:n t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 %

Fou rt een t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101

Fi ft een t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 %

Six teen t h Year and t hereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100

if the Fixed Rate Date'is on or after June 1,1992 but on or prior to May 31,1996:

June I through May 31
of the following years Redemption

after the Fined Rate Date Price

Ei g h t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102 %
Ni n t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 %

Te n t h Y ea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101

El e v e n t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 %

Twelft h Yea r and t hereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100

if the Fixed Rate Date is on or after June 1,1996 but on or prior to May 31,2002:

June i through Stay 31
of the following) ears Redemption

*
after the Fined Rate l> ate Price

Fi ft h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 %
S i x t h Yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100%
Sevent h Year and t hereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100

9

.

. - .n. - n n --- ------



, _ _ . _ _ _ _

If the Fixed Rate Date is on or after June 1,2002 but on or prior to May 31, 2004:

June I through May 31
of the foHowing years Redemption

after the Fixed Rate Date Price

L Third Year . . . . . . . . . . . . . . . . 100 % %......... ............. .... ... . .... .

Fourth Year and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.. .... ....

If the Fixed Rate Date is on or after May 31,2004:

' June 1 through May 31
of the foHowing years Redemption

after the Fixed Rate Date Price

Second Year and t hereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 %

In the event that the Company shall consolidate with, merge with or sell or otherwise transfer
substantially all ofits assets to an unaffiliated corporation in accordance with the Agreement, the Bonds shall
be subject to redemption by the Issuer, at the direction of the Company, in whole, at any time prior to the
first date on which the Bonds are redeemable as described above, at the redemption price thereof on the first
date on which the Bonds are otherwise redeemable as described above plus accrued interest to the redemption
date.

'

Redemption Upon Termination ofthe LetterofCredit. The Bonds are subject to mandatory redemption
by the Issuer, at (i) 100% of the principal amount thereof plus (ii) accrued interest to the redemption date,
on the June I next preceding the date of surrender of the Letter of Credit to the issuing bank for cancellation;
provided, however, that there shall not be so redeemed (a) Bonds (or portions thereofin integral multiples of
$5,000) 'vhich are, prior to such redemption date, delivered in accordance with the terms of the Indenture for
purchase on such redemption date, (b) Bonds (or portions thereof in integral multiples of $5,000) as to
which the Trustee shall have received directions not so to redeem from the owner thereof as described in the
next succeeding paragraph, (c) Bonds issued in exchange for or upon the registration of transfer of Bonds
(or portions thereofin integral multiples of $5,000) referred to in clauses (a) and (b) above and (d) Bonds
purchased as described in the second succeeding paragraph.

Owners of Bonds as of the fifteenth day next preceding the date set for the redemption of Bonds as
described in the immediately preceding paragraph may direct the Issuer not so to redeem such Bonds (or
portions thereofin integral multiples of $5,000) by delivering to the Trustee at its principal office on or prior
to the tenth day next preceding the date fixed for such redemption an instrument or instruments which (i)
states that such person was the owner of such Bonds as of the fifteenth day next preceding such redemption
date and specifies the numbers and denominations of Bonds not to be so redeemed, (ii) states that such
owner has knowledge that the term of the Letter of Credit will expire or that the Letter of Credit will be
surrendered for cancellation in the next succeeding Rate Period and that such expiration or termination of
the Letter of Credit may result in a reduction of the ratir.gs of the Bonas from those that then' prevail, (iii)
acknowledges receipt from the Trustee of a redemption notice with respect thereto and (iv) directs the Issuer
not to redeem such Bonds (or portions thereofin integral multiples of $5,000) specified therein. Any such
instrument delivered to the Trustee shall be irrevocable with respect to the redemption of Bonds with respect
to which such instrument was delivered and shall be binding upon subsequent owners of the Bonds (or
portions thereof) with respect to which such instrument was delivered, including Bonds issued in exchange
therefor or upon the registration of transfer thereof; but such instrument shall have no effect upon any
subsequent redemption of Bonds.

Outstanding Bonds called for and subject to redemption as described in the second preceding paragraph
may, in lieu of such redemption, be purchased by the Remarketing Agent. in its individual capacity for its
own account, on the date upon which such Bonds were to have been redeemed at a purchase price equal to

| the principal amount thereof. The Remarketing Agent shall deliver to the Trustee, the Company, and the
Tender Agent no later than the fifteenth day immediately preceding the date of purchase a written noticet

,

specifying the aggregate principal amount of outstanding Bonds to be purchased.
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if the Remarketing Agent delivers the notice described in the preceding paragraph, the Trustee shall
deliver to the Tender Agent any Bonds, to the extent of the aggregate principal amount stated in such notice,
presented to the Trustee for redemption, and the Tender Agent, on behalf of the Remarketing Agent, shall
pay the purchase price of such Bonds, but solely from moneys furnished to the Tender Agent by the
Remarketing Agent. If for any reason the moneys available for the payment of such purchase price shall not
be sufficient to pay such ; Sse price, the Remarketing Agent shall be deemed, to the extent of the
deficiency, not to have delivered the aforesaid notice.

if moneys sufficient to pay the purchase price of Bonds as to which the Remarketing Agent shall have
delivered the aforesaid notice shall be* held by the Tender Agent on the date upon which such Bonds were to
have been purchased, such Bonds will be deemed to have been purchased by the Remarketing Agent, and the
Remarketing Agent shall be the owner of such Bonds for all purposes under the Indenture, whereupon the
former owners of such Bonds shall have no claim thereon, under the Indenture or otherwise, for any amount
other than the purchase price thereof equal to the principal amount thereof. The Trustee will maintain a
record of the Bonds purchased or deemed purchased by the Remarketing Agent.

Extraordinary Optional Redemption. The Bonds may be redeemed in whole at any time at a
redemption price of 100% of the principal amount thereof plus accrued interest to the redemption date if (i)
the Company shall have determined that the continued construction or operation of the Plant is
impracticable, uneconomical or undesirable for any reason; (ii) the Company shall have determined that the
continued construction er operation of the Project is impracticable, uneconomical or undesirable due to (A)
the imposition of taxes, other than ad valorem taxes currently levied upon privately owned property used for
the same general purpose as the Project, or other liabilities or burdens with respect to the Project or the
construction or operation thereof, (B) changes in technology, in environmental standards or legal
requirements or in the economic availability of materials, supplies, equipment or labor or (C) destruction of
m damage to all or part of the Project; (iii) all or substantially all of the Project or the Plant shall have been
com'emned or taken by eminent domain, or (iv) the construction or operation of the Project or the Plant
shat have been enjoined or shall have otherwise been prohibited by, or shall conflict with, any order, decr.:,
ru'e or regulation of any court or of any federal, state or local regulatory body, administrative agency or
other governmental body.

Extraordinary Mandatory Redemption. The Bonds are subject to mandatory redemption by the Issuer
at 100% of the principal amount thereof plus accrued interest to the redemption date, on the 180th day (or
such earlier date as may be designated by the Company) after a final determination by a court of competent
jurisdiction or an administrative agency to the effect that, as a result of a failure by the Company to perform
or observe any covenant, agreement or warranty contained in the Agreement, the interest payable on the
Bonds is includable for Federal income tax purposes in the gross income of the owners thereof, other than
any owner of a Bond who is a " substantial user" of the Project or a "related person" within the meaning of
Section 103(b) of the Internal Revenue Code of 1954, as amended. No determination by any court or
administrative agency will be considered final unless the Company has been given timely notice of the
proceeding that resulted in such determination and an opportunity to participate in such proceeding, either
directly or through an owner, to a degree it deems sufficient and until the conclusion of any appellate review
or the expiration of the time for seeking such review. The Bonds will be redeemed either in whole or in part in -

such principal amount that the interest payable on the Bonds remaining outstanding after such redemption
would not be includable in the gross income of any owner thereof, other than an owner who is a " substantial
user" of the Project or a "related person" within the meaning of Section 103(b) of said Code.

Extraordinary Mandatory Premium Redemption. The Bonds are subject to mandatory redemption by
the Issuer, at 100% of the principal amount thereof plus accrued interest to the redemption date plus a
premium equal to the amount ofinterest which shall have accrued on the Bonds from the date of the Bonds
to the redemption date, on the earlier of ( A) June 1,1985 and (B) the 35th day following the delivery by the
Company to the issuer and the Trustee of an opinion of nationally recognized bond counsel to the effect that
the interest on the Bonds is not exempt fror., Federal income taxation; provided, however, that, if the
Company shall, on or prior to 1985, deliver to the Issuer and the Trustee an opinion of bond counsel to the
effect that (i) interest payable on the Bonds would not be included in the gross income of any Bondholder,
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other than a " substantial user" of the Project or a "related person" within the meaning of Section
103(b)(13) of the Code and (ii) no federal or Louisiana State legislation is then pending which would, if
enacted, adversely affect the exemption from federal income taxation of the interest on the Bonds, then no
such redemption of the Bonds shall be made. For a description of certain pending legislation which if enacted
in its present form, could cause interest on the Bonds to be subject to Federal income tax, see "PENDING
LEGISLATION."

Procedure for and Notice of Redemption

If less than all of the Bonds shall have been called for redemption, the particular Bonds (or portions
thereofin integral multiples of $5,000) to be redeemed will be selected by the Trustee in such manner as it
may deem proper pursuant to the Indenture; provided, however, that if the Company shall have offered to
purchase all Bonds then Outstanding and less than all of such Bonds shall have been tendered to the
Company for such purchase, the Trustee, at the direction of the Company, shall select for redemption all
such Bonds which have not been so tendered. Any Bonds selected for redemption which are deemed to be
paid in accordance with the terms of the Indenture will cease to bear interest on the specified redemption date
and will no longer be protected by the irdenture, provided funds sufficient for the redemption of such Bonds
are on deposit with the Trustee. On presentation and surrender of Bonds called for redempt on at the place or
plaecs of payment, such Bonds shall be paid and redeemed. Notice of redemption shall be given by first-class
mail, to the extent provided in the Indenture, at least 25 and not more than 65 days prior to the redemption
date for any redemption. THE FAILURE DULY TO GIVE NOTICE BY MAILING TO THE OWNER
OF- ANY BOND, OR DEFECTS THEREIN, WILL NOT AFFECT THE VALIDITY OF THE
PROCEEDINGS FOR REDEMPTION OF ANY OTHER BOND.

With respect to any notice of redemption of Bonds as described in "THE BONDS-Redemption
Provisions-Optional Redemption Before Fixed Rate Dat " "-Optional Redemption After Fixed Rate
Date" and "-Extraordinary Optional Redemption" to be made when the Letter of Credit is not in effect and
unless upon the giving of such notice, such Bends are deemed to have been paid as described under "THE
INDENTURE-Defeasance," such notice may state that it is conditioned upon the receipt of moneys by the
Trustee sufficient to pay the principal of and premium, if any, and interest ou such Bonds to be redeemed on
or prior to the date fixed for such redemption. If such moneys have not been so received, said notice shall be
of no force and effect, the Issuer shall not redeem such Bonds and the Trustee shall give notice in the manner
in which the notice of redemption was given that such moneys were not received.

No Partial Redemption after Default. If there shall have occurred and be continuing an Event of
Default as described in paragraph (1), (2) or (3) under "THE INDENTURE-Events of Default and
Remedies", there shall be no redemption ofless than all of the Bonds at the time outstanding.

Additional Bonds

The Indenture does not provide for the issuance of additional bonds.

THE LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT

i Letter of Credit
i

j. The Citibank Letter of Credit is an irrevocable obligation of the Bank to pay to the Trustee, upon
request, (i) in order to pay interest on the Bonds as such interest becomes due, an amount not exceeding the
interest on the Bonds for 210 days computed at the rate of 15% per annum, the maximum rate payable
thereon prior to the Fixed Rate Date, (ii) in connection with the purchase of the Bonds upon Bondholder
demand, redemption of the Bonds or the maturity of the Bonds prior to the termination of the Citibank
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Letter of Credit, to pay principal of the Bonds, an amount not exceeding $115,000,000. (iii) up to
$5,750,000, an amount equal to five percent (5%) of the aggregate principal amount of the Bonds to pay the
portion of the purchase price of Bonds equal to the discount, if any, at which such Bonds are sold by the
Remarketing Agent and (iv) during the period that the Bonds are subject to redemption as described under
"TIIE BONDS-Redemption-Extraordinary Mandatory Premium Redemption" up to $10,062,500, an
amount equal to the interest to accrue on the Bonds during such period, and thereafter, up to $143,750, an
amount equal to one eighth percent (%%) of the aggregate principal amount of the Bonds, in each case, to
pay the redemption premium,if any, on the Bonds.

The Citibank Letter of Credit will terminate on the earliest of (i) June 12,1989 (its Stated Termination
Date), (ii) the substitution therefor in accordance with the Indenture, (iii) the date notified to the Bank by
the Trustee as the date on which there is no longer any Bond outstanding, (iv) a draw having been made
under the Letter of Credit upon any of (a) the Fixed Rate Date, (b) the maturity of the Bonds or (c)
redemption of all Bonds or (v) the surrender of the Lette; of Credit by the Trustee. Notwithstanding the
foregoing, if the Plant is not placed in commercial operation by January 15,1986, the Bank may cause the
Letter of Credit to terminate on June 12,1986 by delivering written notice to the Trustee and the Company,
which notice shall be received by the Trustee and the Company on or prior to April 15,1986, that the Bank is
exercising its option to cause the Letter of Credit to terminate on such June 12. Upon the delivery of such
notice the Stated Termination Date shall be deemed to be June 12,1986. The Bonds will be redeemed, unless

purchased, prior to the Stated Termination Date of the Citibank Letter of Credit, as described herein, if the
Company fails to provide for the extension, reissuance or renewal of or substitution for the Citibank Letter of
Credit as provided in the Indenture subject to the right of owners of the Bonds, under certain circumstances,
to elect not to have their Bonds (or portions thereof) so redeemed. (See " Tile BONDS-Redemption-
Mandatory Redemption.")

The Bank's obligation under the Citibank Letter of Credit will be reduced to the extent of any drawings
thereunder. With respect to a drawing by the Trustee to pay interest on the Bonds, if the Trustee shall not
have received from the Bank within fifteen calendar days from the date of such drawing a notice that the
Bank has not been rei4 wad therefor, the Trustee's right to draw under the Citibank Letter of Cudit with
e w payment of interest will be reinaat-d to an smouni not excecdin? interest on the Bonds for 210r

days, calculated at 15% per annum. With respect to a drawing by the Trustee to purchase Bonds upon
Bondholder demand, the amount available under the Citibank Letter of Credit for payment of principal of
and interest on Bonds when due or for purchase upon Bondholder demand shall be reinstated to the extent
that the Bank is reimbursed in accordance with the terms of the Reimbursement Agreement for amounts so
drawn. The Indenture provides that any Bond purchased pursuant to a draw under the Citibank Letter of
Credit shall be held by the Tender Agent on behalf of the Company and shall not be resold or registered in
the name of any party other than the Company unless, prior to or simultaneously with such resale or
registration, the Bank is reimbursed in accordance with the terms of the Reimbursement Agreement and the
amount available to be drawn under the Citibank Letter of Credit is correspondingly reinstated. Notice from
the Bank to the Trustee within 15 days after a draw under the Citibank Letter of Credit to pay interest on the
Bonds (other than with respect to a drawing by the Trustee upon redemption, maturity or purchase upon
Bondholder demand) of failure by the Company to reimburse the Bank pursuant to the terms of the
Reimbursement Agreement for such draw will result in a default and an immediate acceleration of the
maturity of the Bonds. Upon such an acceleration, the Trustee will be entitled to draw under the Citibank
Letter of Credit up to $115,000,000 to pay principal of the Bonds not held by the Tender Agent plus an
amount not to exceed the interest on such Bonds for 210 days, computed at the rate of 15% per annum, to
pay interest accrued on such Bonds prior to such acceleration Only the Trustee is entitled to make a drawing
under the Letter of Credit.

13

_ _ _ . __ - - --_ -



_ _ _ _ _ _ _ _ _ _

The Company may at any time prior to May 1,1989, deliver, in replacement of the Citibank Letter of
Credit, a substitute therefor, with coverage as to principal or purchase price in an amount equal to the
aggregate principal amount of Bonds then outstanding and with coverage for 210 days interest on the then
outstanding Bonds and for specified amounts to pay redemption premiums and discount if Bonds are
remarketed at a price less than the principal amount thereof, bearing the same terms with respect to payment
and with a stated termination date of one year or longer, such substitute to be thereafter the Letter of Credit:
provided, however, that the Trustce has received an opinion of nationally recognized bond counsel stating
that the delivery of such substitute to the Trustee is authorized under, and complies with the terms of, the
Agreement and, if such substitute is to be issued by a commercial bank other than the Bank, written evidence
from Moody's, if the Bonds are rated by Moody's, and S&P, if the Bonds are rated by S&P, in each case to
the effect that such rating agency has resiewed such substitute and that such substitution will not, by itself,
result in a reduction ofits ratings of the Bonds from those which then prevail.

The Company may, upon termination of the Letter of Credit, deliver in replacement of the Letter of
Credit any credit facility, in favor of the Trustee, issued by or at the request and for the account of the
Company, including the Company's first mortgage bonds issued under the Company Indenture, as evidence
of or security for the payment of principal of and interest on the Bonds or as security for the Company's
guarantee of the payment of principal of and interest on the Bonds.

The Reimbursement Agreement

The following is a summary of certain provisions of the Reimbursement Agreement.

Reimbursement, fees and Expenses. The Compmy will pay to the Bank all amounts drawn under the
Citibank Letter of Credit and interest thereon. Such amounts are payable on demand unless certain
conditions have been met, in which case such amounts will be treated as advances to the Company by the
Bank.

The Company will also pay to the Bank a commitment fee for the estabhshment of the Citibank Letter of
Credit and an annual commission for maintaining the Citibank Letter of Credit, as well as certain costs and
expenses of the Bank in connection with the Citibank Letter of Credit and the Reimbursement Agreement.

Events ofDefault. The occurrence of any of the following events shall be an Event of Default under the
Reimbursement Agreement:

(1) The Company shall fail to pay any amount payable under the Reimbursement Agreement
(other than commission . costs and expenses incurred in connection with the Citibank Letter of Credit
and the Reimbursement Agreement) when due;

(2) The Company shall fail to pay any commissions, costs and expenses incurred in connection
with the Citibank Letter of Credit and the Reimbursement Agreement when due, and any such failure
shall remain unremedied for 10 days;

(3) Any representation or warranty made or deemed made by the Company or any ofits officers in
or in connection with the Reimbursement Agreement shall prove to have been incorrect in any material
respect when made;

(4) The Company shall fail to perform or observe any other term, covenant or agreement
contained in the Reimbursement Agreement on its part to be performed or observed and any such
failure shall remain unremedied for 20 days after written notice thereof shall have been given to the
Company by the Bank;

(5) The Company or any ofits Subsidiaries (as dermed in the Reimbursement Agreement), shall
fail to make any payment exceeding 55,000,000 in respect of any Debt, as dermed in the Reimbursement

*

Agreement (excluding Debt under the Reimbursement Agreement) of the Company or such Subsidiary
having an outstanding principal amount of $10,000,000 or more (as the case may be), or any interest or
premium thereon, when due (whether by scheduled maturity, required prepayment, acceleration,
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demand or otherwise) and such failure shall continue after the applicable grace period, if any, specified.
in the agreement or instrument relating to such Debt; or any other default under any agreenent or
instrument relating to any such Debt, or any other event, shall occur and shall continue after the
applicable grace period, if any, specified in such agreement or instament, if the effect of such default or
event is to accelerate, or to permit the acceleration of, the maturity of such Debt; or any such Debt shall
be declared to be due and payable, or required to be prepaid (other than by a regularly scheduled
required prepayment), prior to the stated maturity thereof;

(6) The Company shall cease to be a subsidiary company of Middle South Utilities, Inc. (" Middle
South") without the prior written consent of the Bank;

,

(7) The Company or any ofits Subsidiaries shall generally not pay its debts as such debts become
due, or shall admit in writing its inability to pay its debts generally, or shall make a geheral assignment
for the benefit of creditors, or any proceeding shall be instituted by or against the Company or any ofits
Subsidiaries seeking to adjudicate it a bankrupt or insohent, or seeking liquidation, winding up,
reorganization, arrangement, adjustment, protection, relief, or composition of it or its debts under any
law relating to bankruptcy, insol ency or reorganization or relief of debtors, or seeking the entry of an
order for relief or the appointment of a reccher, trustee, or other similar official for it or for any
substantial part ofits property and, in the case of a proceeding instituted against the Company, shall not
be dismissed within 30 days after the commencement of such proceeding; or the Company or any ofits
Subsidiaries shall take any corporate action to authorize any of the actions set forth above in this
paragraph (7);

(8) A judgment or order for the payment of money in excess of $5,000,000 shall be rendered
against the Company or any ofits Subsidiaries and either (i) enforcement proceedings shall have been
commenced by any creditor upon such judgment or order or (ii) there shall be any period of 30
consecutive days during which a stay of enforcement of such judgment or order, by reason of a pending
appeal or otherwise, shall not be in effect;

(9) Any material provision of the Reimbursement Agreement shall at any time for any reason
cease to be valid and binding on the Company, or shall be declared to be null and void, or the validity or
enforceab;lity thereof shall be contested by the Company, or a proceeding shall be commenced by any
governmental ngency or authority having jurisdiction over the Company seeking to establish the
invalidity or unenforceability thereof, or the Company shall deny that it has any or further liability or
obligation under the Reimbursement Agreement;

(10) All or, with certain erceptions, any substantial part of the prop rty of the Company shall be
condemned, seized or otherwise appropriated, or custody or control of su:h property shall be assumed
by any governmental agency or any court of competent jurisdiction at the instance of any governmental
agency, and shall be retained for a period of 30 days;

(11) Any " Event of Default" under the Agreement or the Indenture shall have occurred and be
continuing;

(12) Any Termination Event (as defined in the Reimbursement Agreement) with respect to an
employee benefit plan of the Company shall have occurred, and,30 days after notice thereof shall have
been given to the Company by the Bank, (i) such Termination Event (if correctible) shall not have been
corrected and (ii) the then present value of such plan's vested benefits exceeds the then current value of
anets accumulated in such plan by more than the amount of $10,000,000 (or in the case of a
Termination Event involving the withdrawal of a " substantial employer" (as defined in Section,

400l(a)(2) of Employee Retirement income Security Act of 1974, as smended from time to time
("ERISA")), the withdrawing employer's proportionate share of such excess shall exceed such
amount); or

(13) The Company or any ofits affiliates as employer under a multiemployer plan shall have made
a complete or partial withdrawal from such multiemployer plan and the plan sponsor of such
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multiemployer plan shall have notified such withdrawing employer that such employer has incurred a
withdrawal liability in an annual amount exceeding $10,000,000.

Upon the occurrence of an event of default under the Reimbursement Agreement the Bank may, among
other actions, direct the Trustee to declare the principal of all Bonds then Outstanding and all interest
accrued and unpaid thereon to be due and payable.

Certain Afirmative and Negative Covenants. The Company affirmatively covenants in the
Reimbursement Agreement, among other things, to preserve and maintain its corporate existence; to
maintain insurance on its properties to the extent that like properties are insured by similiar companies; to
maintain and preserve, and cause its Sobsidiaries to maintain and preserve, certain ofits properties in good
working order and condition; to keep proper books and records; to provide the Bank with a quarterly
certification of the status of the Plant until the Plant is placed in commercial operation; to furnish to the
Bank certain information with respect to any event of default or potential event of default under the
Reimbursement Agreement; to furnish to the Bank quarterly and annual financial reports and certain other
financial and business information, certain notices and reports relating to employee benefit plans and notice
of all material litigation and administrative proceedings affecting the Company or any ofits Subsidiaries; to
use its best efforts to cause the Trustee to notify the Bank when all of the Bonds are redeemed or defeased;
and to cause all Bonds that it acquires to be registered in the name of the Company.

The Company also covenants to cause its equity capital to at all times equal or exceed 30% of the
Capitalization (exclusive of Short Term Debt, as defined in the Reimbursement Agreement) of the
Company. For such purpose, " equity capital" shall mean, at any time in question, the aggregate of the par
value of, or stated capital represented by, the outstanding shares of all classes of capital stock of the
Company, and the surplus of the Company, paid in, earned and other, if any, and Capitalization shall mean,
as of any particular time, an amount equal to the sum of (i) the total principal amount of all indebtedness for
borrowed money (including the principal amount of all bonds issued by a government or industrial
development agency or authority in connection with an industrial development revenue bond financing of
pollution control facilities constituting part of the Plant), secured or unsecured, of the Company then
outstanding (ii) the aggregate par value of, or stated capital represented by, the outstanding shares of all
classes of capital stock of the Company, and (iii) the surplus of the Company, paid in, earned and other, if
any,

For as long as the Reimbursement Agreement remains in effect, the Company agrees to certain
restrictions on its ability to dispose of or to permit any of its Subsidiaries to dispose of its assets. The
Company agrees not to merge, consolidate or dispose of all or substantially all ofits assets or to acquire all or
substantially all of the assets of any entity, or permit any of its Subsidiaries to do so except mergers,
consolidations, transfers or acquisitions with, to or of affiliated companies unless immediately thereafter there
would not be an Event of Default, and unless,in the case of a merger or consolidation to which the Company
is a party, the resulting or surviving corporation assumes the Company's obligations under the
Reimbursement Agreement in a manner satisfactory to the Bank. The Company is not permitted to amend or
obtain the consent of the issuer or the Trustee to any amendment of the Indenture, the Agreement, the Bonds
or the Letter of Credit without the consent of the Bank. The Company agrees not to take actions which
would subject the Company to material liability under ERISA. The Company also agrees to certain
restrictions with respect to the imposition ofliens on its properties.

Liability of the BanA and Indemnyication. The Company r.ssumes all risks of the acts or omissions of
the Trustee and any beneficiary or transferee of the Letter of Credit with respect to the use of the Letter of
Credit. The Company agrees to indemnify the Bank against any and all claims, damages, losses, liabilities,
costs and expenses claimed against or incurred by the Bank in connection with the Letter of Credit, except
certain claims, damages, losses, liabilities, costs and expenses caused by the willful misconduct or gross
negligence of the Bank, and in connection with othei documents relating to the Bonds.
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TIIE AGREEMENT
|

The following is a summary of certain provisions of the Agreement.
|

Construction of the Project

The issuer is issuing the Bonds to defray a portion of the Company's cost of constructing or acquiring
thefroject. The proceeds of the Bonds (other than accrued interest and premium, if any) are to be deposited
in the project acquisition fund established under the Indenture (the " Project Acquisition Fund") and are to
be used to defray such cost to the Company.

The Company agrees to acquire, construct, equip, install and complete the Project.

Purchase Price of the Project

The purchase price of the Project to be paid by the Company is an amount equal to the aggregate of the
principal of and premium, if any, and interest on the Bonds, payable by delivery or causing delivery of such
payments as necessary to enable the issuer to cause payment to be made to the Trustee of amounts due to be

,

paid on the Bonds on the days and in the amounts and manner provided in the Indenture, provided that any
credit under the Indenture against any of the Issucr's payments thereunder will be credited against the
Company's payments under the Agreement and provided, further, that the obligations of the Company to
make any such payments under the Agreement will be deemed to be satisfied and diwharged to the extent of
the corresponding payment made to the Trustee by the Bank under the Letter of Credit. The payments by the
Company to the Issuer have been pledged by the Issuer to the Trustee under the Indenture, and the Company
is to make such payments directly to the Trustee. In addition, the Company will pay certain expenses of the i

Issuer, the Trustee, the Tender Agent, the Indexing Agent, the Remarketing Agent, the Registrar and any
Paying Agent or Co-Paying Agent.

The Company's obligation to make payments to the Trustee will be absolute and unconditional and such
payments shall continue to be made at the times and in the amounts specified in the Agreement, whether or

"

not the Project shall fail to be completed or have been condemned or destroyed and shall not be subject to
any defense ott.er than payment or to any right of set off, counterclaim or recoupment arising cut of any
breach by the issucr, the Trustee, the Tender Agent, the Remarketing Agent, or any other party of any
obligation to the Company.

Asslanment; Leasina and Sellingt Merger

Under certain conditions the Company may assign its interest in the Agreement. No such assignment
will operate to relieve the Company ofits liability under the Agreement for payment of the purchase price of
the Project. The Company may consolidate or merge with, or sell or otherwise transfer all or substantially all
of its assets to, another corporation organized under the laws of one of the states, the United States, or the
District of Columbia, provided the surviving, resulting or transferee corporation assumes in writing all ,

obligations of the Company under the Agreement and is duly qualified to do business in Louisiana.

Events of Default

The Agreement provides that the happening of one or more of the following esents will constitute an
" event of default":

(1) Failure by the Company to pay when due that portion of the purchase price of the Project (see
"THE AGREEMENT-Purchase Price of the Project") representing payment of the principal of and
premium, if any, on the Ilonds, whether at maturity thereof, by call for redemption or otherwise and
continuation of such failure for a period of five days after receipt by the Company from the Trustee of
notice of the amount so due;
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.

(2) Failure by the Company to pay when due that portion of the purchase price of the Project
representing payment ofinterest on the llonds and continuation of such failure for a period of fne days
after receipt by the Company from the Trustee of notice of the amount so due;

(1) Failure by the Company to make any payment required to purchase Ilonds as described under
"TiiE IlONDS-Purchase of Ilonds", which failure shall have resulted in an " Event of Default"
described in (1), (2) or (3) under " Tile INDENTURE-Events of Default and Remedies";

(4) Failure by the Company to observe and perform in any material respect any material covenant,
condition or agreement on its part to be observed or performed, other than as referred to in (1), (2) and
(3) above, for a period of sixty days after written notice, specifying such failure, requesting that it oc
remedied and stating that it is a notice of default, has been given to the Company by the Issuer or the
Trustee; provided, however, that, if said failare is such that it cannot be corrected within the applicable
period, it shall not constitute a default or an event of default if corrective action is instituted by the
Company within the applicable period and diligently pursued until the failure is corrected; or

(5) Certain adjudications, petit.ons, consents or admissions in bankruptcy, insolvency or
reorganization proceedings.

The Agreement provides that the events of default referred to in (4) above are subject to the following:if
by reason of acts of God, strikes, acts of public enemies, orders of political bodies, certain natural disasters,
civil disturbances and certain other eventi, the Company is unable in whole or in part to carry out one or
more ofits agreements or obligations contamed in the Agreement, other than certain agreements including its
obligations to pay when due any purchase price payment with respect to the Project, the Company shall not
be deemed in default by reason of not carrying out such agreement or performing such obhgation during the
continuance of such force majeure; including a reasonable time for the removal of the effect thereof.

Remedies

Whenever an event of default under (1), (2), (3), or (5) above shall occur and be subsisting, and upon
the condition that,in accordance with the terms of the Indenture, the Ilonds shall have become immediately
due and payable pursuant to any provisions of the Indenture (see " Tile INDENTURE-Events of Default
and Remedies"), then all unpaid installments of the purchase price of the Project to be paid by the Company
under the Agreement shall become immediately due and payable. Any waiver cf any default under the
Indenture and a rescission and annulment ofits consequences will constitute a waiver of the corresponding
event of default under the Agreement and a rescission and annulment of the consequences thereof. Whenever
an event of default shall h:.ve occurred and be subsisting, the Trustee may take any action at law or in equity
,to collect any payments then due and thereafter to become due, or to enforce performance and obsersance of
any obligation, agreement or covenant of the Company under the Agreement.

Any amounts collected pursuant to action taken shall be applied in accordance with the Indenture.

Amendment to the Agreement

Without the consent of or notice to the owners of the Ilonds, the issuer and the Company may amend
the Agreement and the Trustec may consent thereto, as may te required (a) by the Agreement and the
Indenture, (b) for the purpose of curing any formal defect, omission, inconsistency or ambiguity in the
Agreement, (c) to provide that the Company's obligations under the Agreement to pay the purchase price of
the Project shall be evidenced or secured by First Mortgage Ilonds issued and delivered to the Trustee or (d)
in connection with any other change therein which is not materially adverse to the owners of the lionds .ind ,

which, in the judgment of the Trustee, is not to the prejudice of the Trustee.

The issuer shall not enter into and the Trustee shall not consent to any other amendment, change or
modification of the Agreement without the written approval or consent of the Owners of not less than 60% in
aggregate principal amount of the Ilonds then outstanding which would be adversely affected thereby;
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provided, however, that, unless approved in writing by the Owners of all llonds then outstanding which
would be adversely affected thereby, nothing herein contained shall permit, or be construed as permitting, a
change in the obligations of the Company to pay the purchase price of the Project or the purchase price of the
Ilonds.

THE INDENTURE

The following is a summary of certain provisions of the Indenture.

Pledse and Security

Pursuant to the Indenture, all right, title and interest of the issuer in and to the Agreement (other than
the right of the issuer to reimbursement for its administration and other expenses, to certain indemnification,
to take certain actions to enforce obligations of the Company under the Agreement and to certain notices and
other communications under the Agreement) are pledged to the Trustee to secure the payment of the
principal of and premium, if any, and interest on the Bonds.

Nothing to Prejudice Company Indenture

Nothing in the Indenture or the Agreement or any deed executed and delivered to the luuer pursuant to
the Agreement shall in any way prejudice the Company Indenture or the liens of the Company Indenture, or
any of the rights of the trustees thereunder, or of any holders of bonds heretofore or hereafter inued under
the Company Indenture or of any takers or purchasers upon default thereunder, or shall result in or cause the
issuer to have, and the issuer shall not retain or have, and the issuer further waives, releases, relinquishes,
renounces and disclaims (a) any and all liens and privileges on the property comprising the Project and any
and all portions thereof (with respect to both mosable and immovable components and parts thereof),
including without limitation any vendar's lien and/or privilege thereon, (b) any and all right to a rescinion,
diwolution, revocation or cancellation of any sale or sales by the luuer to the Company of the property
comprising the Project and any and all portions thereof, whether for nonpayment of the purchase price (or
any part thereof) or any other reason, and (c) any and all right to awert any and all resolutory conditions
w hatsoever, whether express, implied, resulting from operation of law, or otherwise, with respect tuaid sale
or sales, or any of them.

Application of the Project Acquisition Fund

A Project Acquisition Fund will be established with the Trustee. The proceeds of the llonds, except
accrued interest and premium, if any, will be deposited in the Project Acquisition Fund.

Moneys deposited in the Project Acquisition Fund shall be applied to the payment of the cost to the
Company of acquiring and constructing the Project. Any amounts remaining in the Project Acquisition Fund
after such payments are required to be paid into the Bond Fund. If at any time the Company shall exercise its
right, or be required, to prepay its obligations under the Agreement for the purpose of discharging all
outstandmg lionds, the Company may direct the Trustee to, and the Trustee shall, transfer into the liond
Fund any balance then remaining in the Project Acquisition Fund, and apply all amounts in the liond Fund
to such prepayment in accordance with the Indenture. The Company presently expects that at or prior to the
completion of the Project no such proceeds will be available for such application.

Application of the Hand Fund

The Ilond Fund, into which the payments by the Company of the purchase price of the Project and
certain otter amounts specified in the Indenture are to be deposited, has been established with the Trustee.
While any lionds are outstanding, moneys in the liond Fund are to be used for payment of the principal of

j and premium, if any, and interest on the Bonds as and when due, except for any amounts necewary to
|
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reimburse the Trustee for certain expenses or advances (plus interest thereon), and except for moneys
deposited la the Bond Fund from amounts in the Project Acquisition Fund which are to be uwd as directed
by an opinion of bond counsel.

' The Indenture provides that the Trustee will pay the principal of and premium, if any, and interest on
the Bonds from (i) amounts in the Bond Fund derived from the accrued interest on the Bonds (and roceedsP
from the investment thereof) which rhall be applied to pay inte:est then from (ii) the proceeds of refunding
bonds or from any other source, in each case, which constitute "Available Moneys" then from (iii) available
proceeds of the Bonds (and proceeds from the investment thereof) transferred from the Project Acquisition
Fund to the Bond Fund, then from (iv) other moneys drawn under the Letter of Credit,if then in effect, in
respect of principal of and premium, if any, and interest on the Bonds and finally from (v) other moneys paid
to the Trustee by the Company, in the event that no funds are available from source (i), (ii), (iii) or (iv) in,

the preceding sentence, the Company shall nevertheless have an unconditional obligation to pay smounts
due. The term "Available Moneys" means (a) wl.h respect to any payment date occurring during the term of
the Letter of Credit, moneys which have been on deposit with the Trustee or the Tender Agent, as the case
may be, for at least 123 consecutive days during which no petition by or against the Company or the Issuer

- under any bankruptcy act or under any similar act which may be hereafter enacted shall have been flied
unless such petition shall have been dismissed and such dismissal shall be final and not subject to appeal, and
the proceeds from the investment thereof, and (b) with respect to any payment date not occurring during the
term of the Letter of Credit, any moneys furnished to the Trustee or the Tender Agent, as the case may be,
and proceeds from the investment thereof.

.

A4msted Interest Rate
.

The Adjusted Interest Rate for a Rate Period shall be determined as follows:

(a) if any outstanding Bonds are delivered to the Tender Agent for purchase on the first day (June
1) of such Rate Period (see "THE BONDS-Purchase of Bonds") and if all such lionds (other than
Bonds which are the subject of failed remarketing transactions and lionds purchased with moneys
derived from the sources described in clauws (a), (b) or (c) under " Tile INDENTURE-The Tender
Agent-Purchase of Bonds") are sold by the Remarketing Agent at a price equal to 1007, of the
princiral amount thereof, the Adjustable Interest Rate shall be that interest rate which the Remarketing
Agent shall determine, in its judgment, having due regard for prevailing financial market conditions, is
the interest rate which was necessary, but was not in excess of the interest rate necessary, to enable the
Remarketing Agent to sell all such Ikmds at such price; provided that the interest rate so determined
shall not be in excess of 159, per annum and shall be either within 807, to 1207c, inclusive, of the
Adjustable Rate Index for such Rate Period or between the Minimum Interest Rate and the Maximum
Interest Rate for such Rate Period,if any;

(b) if any outstanding lionds are delivered to the Tender Agent for purchase on the first day of
such Rate Period and if all such Ilonds (other than lionds which are the subject of failed remarketing
transactions and Bonds purchased with moneys derived from the sources described in clauws (a), (b)
and (c) under "TIIE INDENTURE-The Tender Agent-Purchase of Bonds") are not sold by the
Remarketing Agent in accordance with paragraph (a) above, the interest rate borne by all lionds shall
be a percentage per annum equal to the lesser of 157, per annum,1207, of the Adjustable Rate Index
for such Rate Period and the Maximum Interest Rate for such Rate Period, if any; and

(c) if no outstanding Bonds are delivered to the Tender Agent for purchase on the first day of such
Rate Period or if all of such Bonds are purchawd with moneys derived from the sources described in
clauses (a), (b) and (c) under " Tile INDENTURE-The Tender Agent-Purchase of ihmds" or are
the subject of failed remarketing transactions, the interest rate borne by all lionds shall he a percentage
per annum equal to the lesser of IS7e per annum and the Adjustable Rate Indes for such Rate Period or,
if the Remarketing Agent shall have specified a Maximum Interest Rate and a Minimum Interest Rate
for such Rate Period, equal to the arithmetical mean of such Maximum Interest Rate and such
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hiinirnum Interest Rate (rounded to the nearest 1/100th of 1% or, if there shall be no nearest 1/100'h |
of 1%, the next higher 1/100th of 1%). ;

Determinat!on of Adjustable Rate Index

Each Adjustable Rate Index shall be determined by the Indexing Agent as of the Apnl 27 next
preceding the first day of each Rate Period. If the lionds are rated by himxty's or by S&P, the Adjustable
Rate Index shall be based upon the one year yic!d cvaluations at par of not lew than 10 component iwuers
selected by the Indexing Agent, caeh of which must have outstanding securities rated by either blomiy% or
S&P in a long term debt rating category which is the same as, or which is immediately proximate to, the
long term debt rating category in which the llonds are rated by such rating agency or in a short term debt
rating category which, in the judgment of the Indexing Agent, is correlative to such rating category, all for
the purpose of including within the component iwuers iwuers of securities having an insestment quahty
which,in thejudgment of the Indexing Agent,is the same as or comparable to that of the lionds. The specine
inuers included in the component inuers may be changed from time to time by the Indexing Agent in its
discretion, if the Ilonds are rated by neither himxly's nor S&P, or if the Indexing Agent no longer
determines, or fails to determine, the Adjustable Rate Indes and no other qualified municipal securitin |

'

evaluation service can be appointed by the Iwuer, the Adjustable Rate Index for each Rate Perimi sinll be
determined by the Remarketing Agent and shall bc .25% in exccu of the one year >icld esaluation at par of
United States llousing and Urban Dnclopment Project Notn or,if there are no such Project Notes at the
time outstanding, shall be 67% of the one year yield evaluation at par of U.S. Treasury tmnds.

l'Ised Interest Rate

The l'ixed Internt Rate shall be determined as follows

(a) if any outstandmg Ilonds are delisered to the Tender Agent for purchase on the l'ixed Rate
Date (see " Tile IlONDS-Purchase of Ilonds") and if all such lionds (other than lionds w hich are the
subject of failed remarketing transactions and lionds purchased with moneys derived from the sources
described in clauses (a), (b) and (c) under " Tile INDENTURE-The Tender Agent-Purchase of
Ilonds") are sold by the Remarketing A ,ent at a price equal to 100% of the principal amount thereof,f

the l'ixed Internt Rate shall be that interest rate which the Remarketing Agent shall determine, in its
judgment, hasing due regard for prevailing unanetal market conditions is the internt rate which was
necewary, but was not in execu of the internt rate nece ,sary, to enable the Remarketing Agent to sell all
such Ilonds at such price; provided that the internt rate so determined shall not be in exceu of 18% per
annum and shall be either within 80% to 120% inclusisc of the l'ixed Rate Inden for the period
following the l'ixed Rate Date or between the Minimum Internt Rate and the hf asimum Intere t Rate
for such perial,if any;

(b) 6f any outstanding lionds are delisered to the Tender Agent for purchase on the l' exed Rate
Date and if all such lionds (other than Ilonds which are the subject of failed remarketing transactions
and lionds purchased with moneys derised from the sourecs dneribed in clauses (a), (h) and (c) under
" Tile INDENTURE-The Tender Agent-Purchaw of Ilonds") are not sold by the Remarketing
Agent in accordance with paragraph (a) above, the intere I rate borne by all lionduhall be a percentage
per annum equal to the lewer of 18% per annum,120% of the I!ixed Rate Index for the periat following
the l'ixed Rate Date and the Masimum Internt Rate for such perimi, if any; and

(c) if no outstanding lionds are delisered to the Tender Agent for purchase on the I'ned Rate
Date or if all of such lionds are purchased with moneys derned from the souren desenbed in clauses
(a), (b) and (c) under "IllE IlONDS-Purchase of Ilonds" on the l'ined Rate Date or are the subject
of failed remarketing transactiom, the interni rate Imrne by all lionds shall be a percentage per annum
equal to the fewer of 18% per annum, the l'ised Rate Index for the perial following the l'ixed Rate
Date or, if the Remarketing Agent shall hase specined a Masimum Intere t Rate and a Mmimum
Interest Rate, equal to the arithmetical mean of such Masimum Interest Rate and such Mmimum
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Interest Rate (rou.ided to the nearest 1/100th of 1% or, if there stalt be no nearest 1/looth of 1% the
next higher 1/100th of 17c).

Determinatloa of Fined Rate Indes

The Fixed Rate Index shall be determined by the Indexing Agent as of April 27.1987 and each' April 27
thereafter prior to the Fixed Rate Date and shall be based upon the yield evaluation at par (on the basis of a
term equal, as nearly as practicable, to the time remaining until the maturity of the Ilonds) of not Icw than 10
component inuers selected by the Indexing Agent as follows:

(1) if, at the time of determination of a Fixed Rate Index, the Company Debt is rated by ciiher
Moody's or S&P in any ofits four highest rating categories, each of the component iuuers must base
outstanding securities rated by such rating agency in a long. term debt rating category which is the same
as, cc which is immediatcly proximate to, the long term debt rating category in which the Company
Debt is rated by such rating agency;

(2) if, at the time of deter.nination of a Fixed Rate Index, the Company Debt is not rated by either
Moody's or S&P in any of its four highest long. term debt rating categories, each of the component
luuers must have outstanding securities rated by either Moody's or S&P in its fourth highest long. term
debt ratinit category; provided, that the Fixed Rate Indes determined as described in this clause (2)
shall be 1107, of the percentage determined by the Indexing Agent on the buis of the required yield
evaluationi; or

(3) if. at the time of determination of a Fixed Rate Index, there is no Company Debt cach of the
component luucts must have ou,tstanding securitier rated by either Moody's or S&P in the long term
debt rating category which is the same as, or which is immediately proximate to, the ratmg category in
which Company Debt would, in the judgment of the Remarkcting Agent, be rated by such rating
agency; provided, that if,in thejudgment of the Remarketing Agent. Company Debt would not be rated
by either Moody's or SAP in any of its four highest long. term debt rating categories, each of the

,

component issuers must have outstanding sceurities rated by either Moody's or S&P in its fourth highest
rating category, but the Fixed Rate Index determined in accordance with this prosiso shall be llocc of
the percentage detarmined by the Indexing Agent on the basis of the required yield evaluations.

The specific inuers included in the component inuers may be changed from time to time by the
Indexing Agent in its discretion. In the event that the Indexing Agent no longer determines, or fails to
determine, the Fixed Rate Index and no other quahried municipal securities evaluation service can be
appointed by the luuer, the Fixed Rate Inden shall be (a) the following percentages of the Resenue Ilond
Index (as most recently published in the Credit .lfarActs) if, as of the May I next succeeding the date of
determination, the remaining term of the Ilonds shall be as follows:

r m e.. _ mm.4ains term

1(M ....................................................... 27 24 ) ears
102....................................................... 23 21 years
100....................................................... 20-1 A years

93....................................................... 17.l$ years
93................................................. ..... 1412 ) cars
8$....................................................... Il 9 ) ears
80....................................................... 8 or fewer years

or (b) if the Revenue liond Inden shall no longer be published in the Credit .lfarActs. 90cc of a >ictd
esaluation at par determined by the Remarketing Agent (on the basis of a term equal, as nearly as
practicable, to the time remaming until the maturity of the lionJs) of U.S. Treasury bonds.
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Nemarketing of Ilonds

Upon the dehvery to the Ter. der Agent of Ilonds as specified in "TIIE IlONDS-Purchase of Ilonds",
the Remarketing Agent shall offer such Ikmds for sale and shall use its best ettorts to sell such lionds (other
than those ihmds purchased with moneys derised from the wurces described in clauses (a), (b) and (e)
under " Tile INDENTURE-The Tender Agent-Purchase of Ilonds"), any such sale to be on the June 1
on which such Ikmds are to be purchased, at a price equal to 100% of the principal amount thereof If the
Remarketing Agent shall be unable so to wil all such Ilonds at a price equal to 100% of the principal amount
thereof, the Remarketing Agent shall not vil any of such Ilonds at such price but shall offer and sell such
lionds at the best price available in the marketplace at which all of such Ilonds can be sold; provided,
however, that such lionds shall not be sold at a price of lew than 95% of the principal amount thereof or at a
discount from the principal amount thereofin exceu of the amount available to be drawn therefor under the
Letter of Credit, if then in effect.

The Tender ARent-Purchase of Ilonds
On June I,1987 and on each June i thereafter prior to and including the l'ised Rate Date, the Tender

Agent shall purchase lionds delisered to it for purchase as specified in " Tile IlONDS-Purch.ae of ihmds"
at a purchase price of 100% of the pnncipal amount thereof. I'unds for the payment of such purchase price
shall be derived wiely from the following wurecs in the order of priority indicated:

(a) unexpcnded moneys tramferred from the Project Acquisition l'und;
,

(b) certain moneys furni hed by the Trmtce to the Tender Agent which are to be apphed only to
the purchase of ihmds which are deemed to be paid in accordance with the Indenture;

(c) certain moneys furnished by the Company to the Tender Agent pursuant to the Agreement,
and proceeds from the invntment thereof, which comtitute Asallable Monep;

(d) (i) proceeds of the sale of such Ilonds as dewribed in " Tile INDENTURE-Remarketing of
lionds" and (ii) moneys fctnished to the Tender Agent by the Trustee representing proceeds of a
drawing under the Letter of Credit to pay the esecu,if any, of the aggregate principal amount of such
Ilonds mer the aggregate price at which such lionds are wid;

(e) monen furnished to the Tender Agent by the Trustee representing proceeds of a drawing
under the Letter of Credit; and

(f) moneys furnished by the Company to the Tender Agent to purchase llonds

if an Esent of Default dcwnbed in (I), (2) or (3) under "Till' INDENTURE-Esents of Default and
Remedies" shall hase occurred and be continuing or if an esent shall base occurred which, with the lapse of
time would comtitute such an esent of default, no purchaw . or salo of Ilonds as dewnbed abme shall be
made and the Tru tee shall not make any drawings under the Ietter of Credit at the direction of the Tender

*
Agent.

' Inseetment of l' unde

Except for moneys drawn by the Trustee under the Letter of Credit, which, if not then u ed for the
purpmc for which they were drawn, shall be held unimnted, any monen hehl as a part of the Project
Acquisition l'und or the liond l'und wdl be imested or reime led by the Tru tee at the option of the
Company, to the estent permitted by law,in Imntment Securitiet insniment Secuntin are defined as the
following securities: (i) direct obhgatiom of, or obligatiom the principal of and inNest on which are
guaranteed by, the United States of America; (ii) certificates of dermit or time depmits of banks organised
under the laws of the State of Louisiana and national banks hasing their principal office in the State of
1.ouisiana; and (iii) any other wcurity to the estent permitted by Louisiana law or the Act.

'

All income or other gaim realised from such insntments will be credited, and any low shall be charged,
to the liond l'und.

.

|

|

|
i
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Events of Default nel itemedies

The following events are defined in the Indenture as " Events of Default:"

(1) a failure to pay the prmeipal of or premium,if any, on any of the llonds when the same shall
become due and payable at maturity, upon redemption or otherwise and continuation of such failure for
a period of five days after receipt by the Company from the Trustee of notice of the amount so due;

(2) a failure to pay an installment ofinterest on any of the lionds after such interest has become
due and payable and continuation of such failure for a period of nse days after receipt by the Company
from the Trustee of notice of the amount so due;

(3) a failure by the Company to pay an amount required to purchase lionds as dewnbed under
" Tile IlONDS-Porchase of lionds" for a period ofIwo days after such payment has become due and
payable; I

l
(4) an event of default under the Agreement; I

(S) receipt by the Trustee, within IS days following a drawing under the 1. citer of Credit to pay
interest on the lionds, of notice from the llank that the Letter of Credit will not be reimtated (in respect
ofinterest) to an amount which equah at least 210 dayv interest on the outstanding lionds;

(6) receipt by the Trustee of notice from the llank that an esent of default under the
Reimburwment Agreement has occurred and is continuing; or

(7) a failure by the luucr to onerse and perform any cosenant, condition, agreement or prosision
(other than as specined in (1), (2) and (3) abose) contained in the Ilonds or in the Indenture on the
part of the luucr to be otwersed or performed, w hieh failure shall continue for a period of 60 dan after
written notice by the Trustee, which notice may be given in its diwrction and shall be gisen at the
written request of owners of not Icw than 25 percent in principal amount of the Ilonds then outstanding,
unten the Trustee, or the 'Irustee and such owners, as the case may be, agree in wnting to an estension
of such period prior to its espiration; prmided, howeser, that the Trmtce, or the Itustee and such
owners, as the case may be, shall be deemed to hage agreed to such an estension if correctise action is |
initiated by the Issuer, or the Compary on behalf of the luucr. within such period and is being diligently
pursued,

Upon ( A) the occurrence and continuance of any bent of Default dewrbed in (I), (2), or (3) abose
or an event of default dewribed in (4) aNwe resulting from an esent of default dewribed in (1), (2), (3), or
($) of" Tile AGREEMENT-lhents of Dcrault" the Trmtce may, and at the written request of owners of i
not leu than 25% in principal amount of the llonds then outstandmg shall or (11) the occurrence of au lhent
of Default dewrdied in ($) or (6) abuse the 1rmtce shall, by written notice to the luuct and the Company,
declare ilie lionds to be immedutely due and payable.

!

Sub equent to the earlier of the termination of the 1. citer of Credit or the lhed Hate Date if, after the
lionds shall hase been declared due and payable and before any judgment or desree for the payment of the
monen due shall have been obtained or entered, the luucr shall came to be depwited with the l'rmice a sum
sufficient to pay all rnatured imtallments ofinterest upm all llomb and the principal of any and all lionds
which shall hase become due otherwiw than by teamn of such acceleration (with interest upm such
principal), and such amount as will be suffielent to emer reamnable compemation and rennburwment of
espemes papble to the Trmtce and all defaults under the Indenture, other than nonpa) ment of the principal
of lionds which shall hase become due by teamn of said acecleration, shall have been remedied, then su6h
default shall be deemed waned and its comcquences rewinded and annulled by the Irmtce.

Any waiver of any egent of default under the Itetmbur ement Agreement and a rewtulon and
annulment ofits conwquences shall comtitute a waber of the correspmdmg bent of Default,if any, umler ;

the Indenture and a rewiulon and annuhnent of the con equentes thereof. I
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| Except during the occurrence and continuance of an Event of Defaul: decribed in (5) abme (in which [
cue the Ikmds shall become immediately due and payable and the Trustee shall draw upm the Letter of i

|
| Credit) upm the occurrence and continuance of any Esent e Default, the Trustec may, and shall upm ther

! written request of the llank or the owners of not leu than 25% in principal amount of the Ikmds then
outstanding and receipt ofindemnity to its satisfaction, by mandamus, or other suit, action or proceeding at ,

law or in equity, enforce all rights of the owners of the Ikmds, and require the luuer, the ik nk or the '
I

Company to carry out any agreemsots with or for the benefit of the owners of the ik>nds and to perform its or

| their duties under the Act, the Agreement, the I etter of Credit and the Indenture; bring suit upon the Ikmds; j
,

or by action or suit in equity enjoin any acts or things which may be unlawful or in siolation of the rights of
the owners of the Ikmds.

1

I

No owner of any Ikmd shall hase any right to institute suit to enforce any trust or power of the Trustec :
'

unless such owner shall previously have given to the Trustee written notiec of an I vent of Default and unleu
also the owners of not less than 25% in principal amount of the Ikmds then outstanding will ha$e made
w ritten request of the Trustec so to do, and unlos satisfactory indemnity will hase been offered to the Trustee |
and the Trustee shall have not complied with such request within a reaumable time. j

i

.

Ikfessesee )
i

All or any principal araount of outstanding ihmds will, prior to the maturity or redemption date thereof, L

be deen..J to have been paid and will cease to be entitled to any lien or security under the Indenture if the I

folkming conditions are met: (i) in the case of ikmds selected for redemption, the Trmtce shall have gisen,
or the Company shall have gisen to the Trustee irresocable instructions to sise, the notice of redemption i

'
therefor, (ii) there shall have been depnital with the Trustee in trust either Asailable Moneys in an amount
which will be numcient or obligations of or guaranteed as to principal and intere t by the United States of
America, which constitute Available Monen, the principal of and the interest on which, when due, will
provide monen which, together with any other Avaital.le Moneys or &md proceeds also deposited, will be
suscient to pay when due the principal of and premium, if any, and internt due or to become due on such L

Emds (calculated at 18% per annum if (a) such depait shall be made prior to the l'ined Rate Date and (y) ;

the kmds shall be subject to purchase as described under "THE INDENTURlWThe Tender Agent- ;
Purchase of Smds" prior to the date fined for the redemption of such Emde or portiom thereof oe the r

maturity date thereof, as the case may be), and (iii) in the event such ihmds do not mature and are not to be !

reileemni within the nest succeedmg 60 days, the Company shall have given the Trustee irresocable i

instructium to gige, as nam as practicable, a notice to the owners of such Emds that the above depnit has f

been n aJe with the Trustee and that such Emds are deemed to be paid and stating the maturity or i

redemptkm date upon which moneys are to be available to pay the principal of and premium, if any, and i

interest on such ihmds. Ir the payment of leu than all of the Ikmds is to be provided for, the Trustee shall
select such ihmds and $$,000 units of fully resistered ikmds in the principal amounts, doignated to the -

:Trustee by the Company, in such manner as it may deem proper.

'

The Treehe

The Trustee may be remmed, and a sunenor Trustee appointed, by the owners of not leu than a
majonty in principal amount of ihmili at the time outstanding. The Trmtee is not required to enforce the [
trmts created by the Indenture unleu requnted to do so by the owners of at least 25% in principal amount of ,

the kmds at the time outstanding and may require indemnity satisfactory to it, the Company maintains i

normal banking relatiimships with the Trustee and the irmtee mets as the trustee with ropect to four loues
of pillution control rennue bonds twued with ropect to projesh of the Company,

t
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Modificatione sad Amendments

The Indenture may ne' be modified or amended nor may indentures supplemental thereto be adopted
without the approval of the owners of not few than fMe of the principal amount of the lionds outstanding
which would be adversely afected thereby, except: 1

(I) to cure any formal defect, ominion, mcomistency or ambiguity in the Indenture;

(2) to grant to or confer or impne upon the Trustee for the benefit of the owners of the lionds any
additional rights, remedies, powers, authority, security, liabihties or duties which may lawfully be
granted, conferred or imposed and which are not contrary to or incomistent with the Indenture as
theretofore in effect, provided that no such additional habilities or duties shall be impmed upon the
Trustee without its consent;

(3) to add to the covenants and agreements of, and limitat om and restrictiom upon, the Iwuer in
the Indenture other cmenants, agreements, hmitations and rntrictions to be observed by the louer
which are not contrary to or incomistent with the Indenture as theretofore in effect;

(4) to con 0rm, as further awurance, any pledge under, and the subjection to any claim, tien or
pledge created or to be created by, the Indenture, of the receipts and resenues of the louer from the
Agreement or of any other monep, securities or funds

(S) to authorite a different denomination or denominatiom of the lionds and to make correlative
amendments and mmhficatiom to the Indenture regarding ewhangeability of Ilonds of Jifferent
denominatiom, redemption of portiom of ihmds of particular der.ominations and similar amendments
and mmhficatiom of a technical nature;

(6) to comply with the requirements of the Trust Indenture Act of 1939, as from time to time
amended; |

1

(7) to mmhfy, alter, amend or tupplement the Indenture in any and all rnrects which may be
wrrelative to any and all mmhfications, alteratiom, amendments and supplements to the Agreement
referred to under "Illl! AGRI:l:MI.NT-Amendment of the Agr:cment;" prmided, howeser, that no
such mmhfication, alteration, amendment or supplement to the Indenture or the Agreement shall render
the receipts and revenun of the louer from the Agreement imulhcient to pay the principal of and i
premiurn,if any, and internt on the lionds; and |

(II) to mmhry, alter, amend or supplemem the Indenture in any other te pect which is not ,

'

materially adverse to the owners of the llonds and which doe not imohe a change dnerdel in (l),
(2), (3) or (4) of the succeeding paragraph and which, in the judgment of the Trustec, is not to the
prejuikce of the Trmice.

In any esent, unicu apprmed in writing by the owners of all llonds then outstanding which would bc
adverselv affected, no mmhncation or amendment of the Indenture and no supplernental indenture, may be

,

|

maile which would permit or be comtrued as permitting:
'

(1) a change in the times, amounts or currei cy of payment of the por cipal of or premium, if any,
or internt on any outstandmg Ilonil, a change in the terim of the purcl ase nf the llonds as docribed
under "Ill!! IlONIPi-Purchase of Ilomis," or a reduction in the ptincipal amoi.nt or the redemption
price of any outstanihng lionil or a change in the methml of determinirig the rate of internt thercori, or

(2) the creation of a claim or hen upon, or a pledge of, the receipts and te en .n of the louer from
the Agreement ranking prior to or on a parity with the claim, hen or pledge created by the Indenture
(escept as to certain fen and espemn of the 'Irmtee), or

(3) a preference or priority of any liond or lland, mer any other liond or llonds, or

( 4) a redu(Iton in the aggrepte prinsipal amount of Ilomis, the coment of Ihe owners of whish is
required for any sush amfttdmer)l of supplentfni to the Indenture of whish It rcQuired (of any
mmbfication, alteration, amendment, or supplement to the Agreement.

2h |
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l'ENDING !.EGINI.ATION

There h legislation pendmg in Congrew that would affect the esemption of interest on certain debt
chligations issued by states and their political subdhklons from Federal income tas. On October 21,1983 the
Committee on Ways and Means of t5e U.S. Ilouse of Hepresentatives reported ll.R. 4170 to the llouse, ll.R.
4170 did not come to a vote prior to the adjournment of Congress on November 18,1983. On March $ 1984
the Committee on Ways and Means of the U.S. Ilouse of Repre entatives reported an Amendment to 11 R.
4170 in the Nature of a Substitute (the "Suhtitute lhll"). T he Substitute 1101 was adopted without material
changes by the full flouse of Reprnentatives on April 11,19M.

If enacted into law in its present form, the Suhtitute lidl would subject to l'ederal income tax interest on
an luuer's private acthity bonds (which, as denned, would include the lionds) luued after December 31,
1983 in esceu of the annual solume limitations applicable to such inuer. The Substitute Ilill estabinhes an
annual volume limitation applicable to each state and allocates one half of each state's annual volume I
hmitation to state agencies in such state. The other one half of each state's annual solume hmitation h

'

alhxated to luucts (other than state agencin) in an amount that bears the same ratio to one half of such
state's annual volume hmitation as the population of the jurndiction of such inuer bears to the population of
the entire state; provided that a state legislature (and under certain circumstances, the governor of such
state) may proside a different alkwation of such state's annual volume limitation. If the Substitute Ilill h
enacted in its present form and if the solume limitation applicable to the State of Louhlana is not reallocated
by the gosernor or the leghlature of the State of 1,ouhlana in a manner such that the alkwation to the luuct
pursuant to the subtitute lhlt h substantially increased, internt on the lionds will be subject to l'ederal
income tas. No anurance can be ghen that (i) any solume limitation will be alhicated to the luucr or, (ii) if
allicated, that the ihmdi together with any other obligations of the luuct to which any such alkication is
applicable wdi not be in esceu of such alhication, or (iii) that the governor or the legislature of the State of ,

Louhlana will not later change any such alkwation.

Additional rntrictions included in the Substitute lhlt would apply to prhate methity bonds hsued after
December 31,19R3 to Anance facilities that were not under construction or were not the subject of binding
constructhm contracts as of October 19, 1983. All facilities included in the l'roject were either under
comtruction or the sQicct of binding construction contracts as of October 19, 1983. Consequently, such
aikhtional rntrictions wouht not apply to the Ilonds if the Sahtitute liill were to be enacted in its prnent
form.

!

On April 12,1954 the U.S. %cnate approved certain proshions as an amendment to ll.R. 2163, a bill
pendmg in the Senate. On May 17,1984, thne proshions (the " Senate lhll") were paued by the Senate as an
amendment to, and replachs in its entirety, the Subtitute lhlt. The senate lidt aho would affect the
exemption ofinterest on certain debt obligationiinued by states and their pohtical suhlhhions from Federal
income tas. Although it inclu in many proshions similar to provkions in the substitute Ilill, the Senate 16611
would impne no volume limits tions on prhste methity hmdt As part ofIhe Senate lhlt, the Senate approved
a non.bindmg seme of thedenite statement to the effect that the Senate opposes the imposition of such
volume limitationt Oiher Sena e lhll hmitations on the esemption of internt on certain debt obhgations
luurd by states and their pohtieel suhhshions from l'ederal income las would not apply to the ihmdt

floth the llouse of Heprocitathes and the Senate hase selected their rnpecthe members of the
Conference Committee. On May 23, 1984, the llouse of Representathes failed to adopt a non binding
instructhm to the llouse members cf the Conference Committee to oppwe any solume hmitations such as
thme in the Suhtitute Ildl. T he Cor.ference Committee begin its dehberations on June 6,1984

i

1here can be no anurance that el her the Suhtitute lhll or the Senate lhlt, if enacted, will be enacted in
its prnent form, or that the Conference Committee will not recommend alternathn to such bilh. (See "Till; ;

IK)ND%-Hedemption l'rmhiom-lhiraordmary Mand., tory l'remium Medemption.") j
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' UNDERWRITING

' The Underwritus, represented by Kidder, Peabody & Co. Incorporated, Merrill Lynch, Pierce, Fenner
& Smith Incorporated,- Morgan Stanley & Co. Incorporated and Howard, Weil, Labouisse, Friedrichs.

~

Incorporated have jointly'and severally agreed to purchase the Bonds from the Issuer. The Contract of
Purchase relating to'the Bonds provides that the obligations of the Underwriters are subject to certain

: conditions precedent. The initial public osering price and concessions in transactions with securities dealers
may be changed by the Underwriters. The Company has agreed to indemnify the Underwriters with respect

J to certain liabilities in connection with the osering of the Bonds.>

,

Kidder, Peabody '& Co. Incorporated .will be appoin' ed the Company as Remarketing Agentt:

pursuant to the provisions of the Indenture and will serve in such capacity for a fee.

1

|~ TAX EXEMPTION

= Delivery of the Bonds is subject to the issuance of an opinion of Cox, Huppenbauer & Osborne, as Bond
,

Counsel, that interest on the Bonds is exempt from Federal income taxes under the Internal Revenue Code of>

1954, as amended (the " Code"), Regulations of the Department of the Treasury of the United States
(including Temporary and Propcsed Regulations) under the Code applicable to the Bonds (the
Regulations"), rulings a.nd court decisions, except that no opinion will be expressed as to whether, under"

F Section 103(b) of the Code, such exemption shall apply with respect to any Bond for any period during
which it is held by a " substantial user" of the facilities or a "related person," as those terms are u in
Section.103(b). For a description of certain pending legislation which if enacted in its present form c uld

~

cause interest on the Bonds to be subject to Federal income tax, see "PENDING LEGISLATION."

' ' Delivery of the Bonds is also subject to the issuance of an opinion of Bond Counsel under existing '
.

' Louisiana statutes, the Bonds and the income therefrom are exempt from all taxation in the State of
. Louisiana.

The proposed form of opinion of Bond Counsel is attached hereto as Appendix C.

The Bon' s have been sold at an' original issue discount. In the event of the sale or exchange of a Bondd
' prior to maturity or redemption, a portion of the amount received on the sale or exchange may in some
circumstances be treated as a capital gain subject to Federal and Louisiana income taxation. Purchasers with
questions concerning the detailed tax consequences of transactions in the Bonds should consult th'eir own tax
advisors?

~

.

g . LEGAL MATTERS

' '
- The validity of the Bon'ds will be passed upon by Cox, Huppenbauer & Osborne, as Bond Counsel, and

~ the Underwriters'. obligations to purchase the Bonds are subject to the issuance of Bond Counsel's opinion
with respect thereto. Copies of such opinion (the proposed form of which is attached hereto as Appendix C)

. will be available at the time of the delivery of the Bonds. Bond Counsel has not been required to examine, and
has not investigated or' verified,' any statement records, materials or matters relating to the financial

- condition or capabilitics'of the Company or the Bank, and has not undertaken independently to verify any of
-the information contained in Appendix A and Appendix B to this Official Statement. The validity of the

'

Letter of Credit will be passed upon .by Shearman & Sterling, counsel to the Bank.

Certain legal matters, other than the validity of the Bonds and the exemption from Federal income tax
i of interest thereon, will be passed upon for the Underwriters by their counsel, Dewey, Ballantine, Bashby,
Palmer & Wood. Certain legal matters will be passed upon for the Company by Monroe & Lemann (A
Professional Corporation), New Orleans, Louisiana and Reid & Priest, New York, New York.

-
,
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I -The information contained'in this Appendix- A has been obtained from- Louisiana Power & Light
; Company and no representation is made by the Parish of St. Charles, Louisiana, or the Underwriters as to its
, accuracy or completeness.
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AVAILABLE INFORMATION

Louisiana Power & Light Company (" Company") is subject to the informational requirements of the
Securities Exchange Act of 1934 (" Exchange Act") and in accordance therewith files reports and other
information with the Securities and Exchange Commission ("SEC"). Such reports and other information
can be inspected and copied at the public reference facilities maintained by the SEC at 450 Fifth Street, N.W.,
Washington, D.C.; Everett McKinley Dirksen Building, 219 South Dearborn Street, Chicago, Illinois;
Federal Building, 26 Federal Plaza, New York, New York; and 5757 Wilshire Boulevard, Los Angeles,
California. Copies of this material can also be obtained at prescribed rates from the Public Reference Section
of the SEC at its principal office at 450 Fifth Street, N.W., Washington, D.C. 20549. The Company's Series of
12.64% Preferred Stock is listed on the New York Stock Exchange. Reports and other information
concerning the Company can be inspected and copied at the office of such Exchange at 20 Broad Street, New
York, N.Y.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The following documents or portions thereof are incorporated in this Official Statement by reference:

't. The Company's Annual Report on Form 10-K for the year ended December 31,1983, as filed
with the SEC pursuant to the Exchange Act.

2. The Company's Quarterly Report on Form 10-Q for the quarter ended March 31,1984, as filed
with the SEC pursuant to the Exchange Act.

3. The Company's Current Report on Form 8-K dated May 23, 1984, as filed with the SEC
pursuant to the Exchange Act.

4. The portions of the Company's 1983 Annual Report to Shareholders included under the
following captions: " Area served by LP&L", " Highlights", "To our stockholders and employees",
" Customers", " Operating Revenues", " Energy Sales", " Average KWH Use", " Construction
Expenditures", " Gross Utility Plant", " Management's Discussion and Analysis of Financial Condition
and Results of Operations", " Auditors' Opinion", " BALANCE SHEETS-December 31,1983 and
1982".." STATEMENTS OF INCOME-For the years ended December 31,1983,1982 and 1981",
" STATEMENTS OF RETAINED EARNINGS-For the years ended December 31,1983,1982 and
1981", " STATEMENTS OF CHANGES IN FINANCIAL POSITION-For the years ended
December 31,1983,1982 and 1981", " Notes to Financial Statements-For the years ended December
31,1983,1982 and 1981", and the information with respect to the years 1979-1983 under the caption
" Record of Progress 1973-1983". The portions of the Company's 1983 Annual Report to Shareholders
included under the following captions are not incorporated in this Official Statement by reference:
" Report of Management", the information with respect to the years 1973-1978 under the caption
" Record of Progress 1973-1983", " Directors", " Officers", " Department Heads", " Division Managers"
and " Emergency Preparedness for Waterford 3".

A copy of the Company's 1983 Annual Report to Shareholders accompanies this OHicial Statement.The
Company hereby undertakes to provide without charge to each person to whom a copy of this OHicial
Statement has been delivered, on the written or oral request of any such person, a copy of any or all of the

.

other documents incorporated by reference, other than exhibits to such documents. Requests should be
directed to Mr. W. H. Talbot, Secretary, Louisiana Power & Light Company,317 Baronne Street, New
Orleans, Louisiana 70112, telephone number: 504-595-3100. The information relating to the Company
contained in this Official Statement does not purport to be comprehensive and should be read together with
the information contained in the documents incorporated by reference.
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SELEGED INFORMATION
The following material, which is presented herein solely to furnish limited introductory information

regarding the Company, bs been selected from, or is based upon, the detailed information and financial
statements included or incorporated by reference in this Appendix to the Official Statement, is qualified in its
entirety by reference thereto and, therefore, should be read together therewith.

TIIE COMPANY
B u siness . . . . . . . . . . . . . . . . . . . . . . Electric Utility....... .. ......

Area of Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46 of the 64 parishes (counties) in
Louisiana

Customers (at December 31,1983) . ......... ..... .. 552,025
Natural Gas Fuel Oil Nuclear

1984 Estimated Percentages of Generation by Type of Fuel 85 % 1% 14 %. ...... ..

SELEGED FINANCIAL INFORMATION

(Dollars in Thousands)
Twelve Afonthe Ended

March 31
December 31. 1984

1981 1982 1983 (unaudited) (t)

Income Data:
Operating Revenues . . . . . . . . $1,117,761 $1,195,583 $1.144,743 51,145.439. ....

Net Income . . . . . . . 124,469 117,458 131,546 165,124. .... ... .

fg*,Year Ended December 31,

1979 1980 1981 1982 1983 31,1984

Ratio of Earnings to Fixed Charges (2) . . . . . . . . . . . . . . . 2.06 2.55 2.78 2.31 2.05 2.46

March 31.1984
(unaudited)

Actual Adjusted (3)

Balance Sheet Data:
Common Shareholder's Equity . . . . . . . . . . . . . . 5 791,961 34% $ 811,961 32 %. ...

Preferred Stock (without sinking fund) . . . . . . . . . . . . . . 145,882 6 145,882 6
Preferred Stock (with sinking fund) 240,951 10 290,951 11. . . ...

long-Term Debt (excludes current maturities) 1,172,019 50 1,287.019 51... . ...

Total................................... 52,350.813 100% $2,535,813 100 %
_ _

(1) Includes the cumulative effect ($17.6 million net of taxes) of an accounting change effective January 1,
1984 and recorded in March 1984 to provide for accrual of the non-fuel portion of estimated unbilled
revenues. See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial
Information"

(2) The ratios of Earnings to Fixed Charges are calculated pursuant to Item 503 of Regulation S.K of the
SEC. " Earnings" represent the aggregate of (1) net income, (2) taxes based on income, (3) investment
tax credit adjustments-net and (4) fixed charges. " Fixed Charges" represent interest, related
amortization and interest applicable to rentals charged to operating expenses.

- (3) Adjusted to reflect (i) the net increase in long-term debt resulting from the sale of the pollution control
revenue bonds (" Bonds") as contemplated in this Official Statement, (ii) the anticipated sale in June
1984 of 2,000,000 shares of the Company's Preferred Stock, Cumulative, $25 par value, and (iii) the sale
of $20 million of the Company's common stock to Middle South in May 1984.
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THE COMPANY

The Company was incorporated under the laws of the State of Louisiana on October 15,1974 and is
successor by merger to a predecessor Louisiana Power & Light Company which was incorporated under the
laws of the State of Florida in 1927. The merger of such predecessor corporation into the Company became
effective on February 28,1975, and information and data herein with respect to a time or period on or prior
to that date refer to the predecessor corporation. The Company's principal executive office is located at 142'

- Delaronde Street, New Orleans, Louisiana 70174. Its telephone number, including area code, is 504-366-
2345.

The Company is an electric public utility company with all ofits operations in the State of Louisiana.
Middle South Utilities, Inc. (" Middle South"), which is a registered public utility holding company under
the Public Utility Holding Company Act of 1935 (" Holding Company Act"), owns all of the outstanding
common stock of the Company. The Company, Arkansas Power & Light Company ("AP&L"), Mississippi
Power & Light Company ("MP&L") and New Orleans Public Service Inc. ("NOPSI") are the principal
operating subsidiaries of Middle South (" System operating companies"). Middle South owns all of the
capital stock of Middle South Energy, Inc. ("MSE"), a generating subsidiary organized in'1974 to provide
financing and ownership of certain future base load generating units, Middle South Services, Inc. (" MSS"), a
service company, and Electec, Inc., a non-utility company established in December 1983. Middle South and
its various direct and indirect subsidiaries are referred to herein as the " Middle South System".

The Company, AP&L, MP&L and NOPSI own all the capital stock of System Fuels, Inc. ("SFI"), a
special purpose company formed to plan and implement programs for the procurement, delivery and storage
of fuel supplies for the Middle South System.

In the interest of increased economic efficiency, the Company and NOPSI are developing a plan to
consolidate the two companies and their operations into a new company s be called Louisiana Power &
Light Company. This consolidation is planned to occur as soon as the necessary regulatory and other
approvals are received. Middle South would own all the common stock of the new company.

CONSTRUCTION PROGRAM AND FUTURE FINANCING

The Company's 1984 construction program contemplates expenditures of approximately $539.2 million,
of which $102.8 million had been expended through March 31, 1984. This estimate contemplates the
expenditure of approximately $452.1 million for production facilities, $33.0 million for transmission facilities,
$50.0 million for distribution facilities and $4.1 million for other plant. These amounts include allowance for
funds used during construction ("AFDC") of $157.9 million and exclude expenditures for nuclear fuel.

The Company estimates that, subsequent to the receipt of the proceeds from the anticipated sale in June
1984 of $50 million aggregate par value ofits preferred stock and the proceeds from the sale of the Bonds, it
will require approximately $135 million of additional funds from externa' sources to finance its 1984
construction program and for other corporate purposes, and expects to obtain these funds through the sale of
up to $105 million of its co'mmon stock to Middle South and through the issuance and sale of such other
securities, including short-term debt, as may be determined to be appropriate. In this latter connection, the
Company has authority from the SEC under the Holding Company Act to make short-term borrowings from
time to time through December 31,1985 in amounts at any one time outstanding of up to the lesser of $200

- million or 109c of the Company's total capitalization through participation in the Middle South System
money pool, by the issuance and sale of commercial paper and by loans from banks. At April 30,1984,the
Company had borrowed $17.2 million from the Middle South System money pool and $123 million from
banks. The proceeds of these borrowings are used to finance construction and other corporate expenditures
pending permanent financing. Reference is made to information below concerning the ability of the Company
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to raise additional funds from external sources through the sale of additional First Mortgag,: Bonds or
Preferred Stock.

The Company estimates that its construction expenditures during the period 1984-1986 will be
approximately 5909.7 million. Of this amount, approximately $150.5 million will be spent in 1985 and 5220.0
million in 1986 (including AFDC of $3.9 million in 1985 and $10.4 million in 1986). In addition, during the
period 1984-1986 the Company will require capital for the funding of $101 million of maturing long-term
debt, for the redemption of $18 million of Preferred Stock pursuant to sinking fund requirements and for the
funding of $243 million of deferred costs in connection with the Company's rate moderation proposal
described below under "Recent Developments-Rate Matters". During the period 1984-1986, the Company
estimates that its requirements for capital funds from external sources will be approximately $394 million.

The Company is the owner of Unit 3 at the Waterford Steam Electric Generating Station ("Waterford
3"), a 1,104 megawatt nuclear generating unit currently under construction at Killona, Louisiana. The
following tabulation shows estimated construction expenditures for Waterford 3 for the periods indicated.

Prior Scheduled
to Total Year or

Unit 1984 1984 1985 1986 Cost Completion

(Dollars in Millions)

Waterford 3 (nuclear)* . . . . 52,206.1 $437.6 $$.3 - $2,649.0 1984. .. .... .

* The costs shown above include AFDC but exclude costs of acquiring nuclear fuel. Actual expenditures and
date of completion may vary from the estimates because of availability of financing, changes in the
Company's plans, additions and changes required by regulatory authorities, cost fluctuations, the
availability oflabor, materiais and equipment, licensing and testing delays and other factors.

The Company believes that Waterford 3 is ready for fuel loading. Although the Company has requested
a full power operating license, it is expected, based upon recent Nuclear Regulatory Commission ("NRC")
practice, that the initial license will be a "3% power license" which will permit the Company to load fuel at
Waterford 3 and to operate at up to 5% of full power to conduct low power testing. Should a 5% power
operating license be granted in the second quarter of 1984, the Company will proceed with arrangements for
NRC reviews toward obtaining the full power license consistent with the start-up and power ascension
schedule. Nuclear generating units under construction have been experiencing delays during this period not
only as a result of the testing process but also as a result of regulatory delays and opposition before
regulators, or otherwise, of anti-nuclear groups. Assuming that the NRC issues an operating license in the

-second quarter of 1984, as expected, the Company estimates that the unit will be placed in commercial
operation in the fourth quarter of 1984 at a totalcost for such unit (excluding nuclear fuel) of $2.65 billion.
Any delay in commercial operation would result in the cost of Waterford 3 increasing by approximately
$12.25 million per month as a result of ongoing financing charges.

Earnings coverage requirements are contained in the Company's Mortgage and Deed of Trust, dated as
of April 1,1944, as supplemented, to The Chase National Bank of the City of New York (The Chase
Manhattan Bank (National Association), successor) and Carl E. Buckley (J. A. Payne, successor), as
trustees (" Mortgage"), and its Restated Articles of Incorporation, as amended (" Articles of
Incorporation"), for the issuance of additional First Mortgage Bonds and additional shares of Preferred
Stock, respectively. Under the Mortgage, additional First Mortgage Bonds may not (except for the purpose
of refunding maturing First Mortgage Bonds and certain other purposes) be issued unless the adjusted net
earnings of the Company (as defined in the Mortgage) for 12 consecutive months out of the 15 months
immediately preceding the issuance of the additional First Mortgage Bonds shall have been at least twice the
amount of the annual interest requirements on all First Mortgage Bonds at the time outstanding, including
the additional First Mortgage Bonds being issued, and any indebtedness of prior rank. Under the Articles of
Incorporation, the Company may not, without the consent of the holders of at least a majority of the
Preferred Stock then outstanding, issue additional shares of Preferred Stock unless the gross income of the
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Company (as defined in the Articles of Incorporation) for 12 consecutive months out of the 15 months
immediately preceding the issuance of the additional shares shall have been at least one and one-half times
the sum of the annual interest charges on all interest-bearing indebtedness of the Company and the annual
dividend requirements on all outstanding shares of Preferred Stock, including the additional shares being
issued.

On the basis of these requirements, the First Mortgage Bond and Preferred Stock earnings coverages
would be those stated in the following tabulation:

Twelve Ntonths Ended

December 31. April 30
1981 1982 1983 1984(a)

First Mortgage Bond Coverage . . . . . . . . . . . . . . 2.61 2.75 1.70 2.12.... ... ..

Preferred Stock Coverage . . . . 1.62 1.49 1.43 1.55(b).. . ... . . . .......... . ....

(a) Reflects the cumulative effect of a change in accounting method which was effective as of January 1,

1984. See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial
Information".

(b) Adjusted to give effect to (1) the anticipated sale in June 1984 of 2,000,000 shares of the
Company's Preferred Stock, Cumulative, $25 par value, at an assumed annual dividend rate of 16%

~

and (2) the long-term debt resulting from the sale of the Bonds, at an assumed annual interest rate
of 9%.

Although the Company's First Mortgage Bond coverage ratio at year-end 1983 and Preferred Stock
coverage ratios at year-end 1982 and 1983 set forth in the table above were below 2.00 and 1.50, respectively,
these coverages during the years 1982 and 1983 were from time to time above the required minimum earnings
coverages so that the Company was able to sell additional First Mortgage Bonds and Preferled Stock as
needed to continue its construction program. During the period 1981 through March 31,1984, the Company
sold $425 million of additional First Mortgage Bonds (including 550 million for refunding purposes) and
$125 million of additional Preferred Stock. The amounts of additional First Mortgage Bonds and Preferred
Stock which may be issued in the future are contingent upon increases in earnings and the ability of the
Company to obtain adequate rate relief. Unless earnings are increased, the amounts of additional First
Mortgage Bonds and Preferred Stock which the Company can issue may be limited.

As of April 30,1984, based on the coverages stated above (which give effect to the anticipated sale of
Preferred Stock at an assumed annual dividend rate of 16% and the long-term debt resulting from the sale of
the Bonds at an assumed annual interest rate of 9%, as indicated), the Company could have issued
approximately $45 million principal amount of additional First Mortgage Bonds at an assumed annual
interest rate of 16% (plus any First Mortgage Bonds issued for refunding purposes) or approximately $46
million aggregate par value of additional Preferred Stock at an assumed annual dividend rate of 16%.

RECENT DEVELOPMENTS

Recent Operating Results

The following results of operations of the Company for the twelve months ended Maich 31,1984 and
April 30,1984 should be considered in conjunction with the information appearing elsewhere in this
Appendix to the Official Statement, including the documents incorporated by reference in this Appendix to
the Official Statement. In the opinion of the Company, all adjustments (consisting of only normal recurring
accruals) necessary for a fair statement of the results of operations for those periods hase been made.
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Twelve Months Ended Twelve Munths Ended
March 31.1984 April 30.1984

iUnauditedI (Unaudited)

L' (Dollars la Thousands)

- Operating Revenues (a) . . . . . . . . . . . . . . . . . . . . . . . . . . $1,145,439 $1,161,136

Net Income (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,124 171,000

_(a) Includes the cumulative effect ($17.6 million net of taxes) of an accounting change effective
January 1,1984 and recorded in March 1984 to provide for accrual of the non-fuel portion of estimated

~

unbilled revenues. See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial
Information."

MSE

MSE was incorporated 'under the laws of the State of Arkansas on February 11, 1974 to construct,
finance and own certain base load generating units for the operating subsidiaries of Middle South. MSE will

'

operate solely as an electric generating company, supplying power to the System operating companies,
including the Company. For information with respect to the Company's obligation to purchase power from
MSE, see "Recent Developments-Rate Matters" and Note 1 of Notes to Financial Statements (Unaudited)
under " Interim Financial Information." MSE's only activity to date has been the acquisition, financing and
construction of the Grand Gulf Nuclear Generating Station (" Grand Gulf Station"). The Grand Gulf
Station consists of two 1,250 megawatt boiling water reactor nuclear units under construction on the east
bank of the Mississippi River near Natchez, Mississippi. South Mississippi Electric Power Association has

,
-

acquired a 10% interest in the Grand Gulf Station from MSE. Through March 31, 1984, approximately
$3.44 billion had been expended by MSE for its'90% ownership interest in the Grand Gulf Station.

;

) On June 16,1982, the NRC issued an operating license to load fuel at Unit I of the Grand Gulf Station
i

~

(" Grand Gulf 1") and to operate at up to 5% of full power to conduct low power testing. Grand Gulf 1 is in
the process of completing its low power testing phase and is awaiting its full power operating license from the -
NRC in order to begin power ascension testing above 5% power and ultimately to be placed in commercial
operation. MSE previously had estimated that Grand Gulf I would begin commercial operation in the fourth

; quarter of 1984 at a total cost for MSE's 90% share of the unit of $2.9 billion. This estimate was based on the
; assumption that MSE would receive a full power operating license for Grand Gulf I from the NRC in the -
j second quarter of 1984. The issuance of the full power operating license is dependent upon the resolution of

certain issues raised by the NRC. These issues include the experience level and adequacy of training of

| . reactor plant operators assigned to operate the facility, the reliability of the Grand Gulf I Delaval emergency
diesel generators and the accuracy.of the Grand Gulf 1 Technical Specifications (which are the unit's

| specifications derived from the analyses and evaluation included in the unit's safety analyses report and
~

h - include,' among other things, safety limits and settings, limiting conditions for operations, surveillance
requirements and design features).

!: To resolve these issues, various actions have been or will be taken. MSE, with the concurrence of the
! 'NRC, initiated a program under which all reactor operators at the facility received additional training and

the adequacy of their training to safely operate Grand Gulf I was confirmed. Furthermore, MSE has
undertaken a comprehensive review ;of the Grand Gulf 1 Technical' Specifications and associated

'

- documentation to verify their accuracy and their adequacy for safe operation of the unit. In this connection,
on April 18.-1984, the NRC issued an order requiring certain specified revisions to the Grand Gulf 1
Technical Specifications. MP&L revised the Technical Specifications in accordance with the NRC order and
restarted the unit on April 22,1984 to conduct further low power testing. Further changes are expected to be
made to the Technical Specifications before the unit will be authorized to operate above 5% power. Finally,

:due to industry-wide problems with Delaval diesel generators, MSE submitted to the NRC a program to
verify and enhance the reliability of the Delaval diesel generators at Grand Gulf I without disassembly of a
generator. However, the NRC rejected MSE's program and on May 22, 1984 issued an order to MP&L
requiring a complete disassembly and inspection of one of the Grand Gulf I Delaval diesel generators, while
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Grand Gulf 1 is operating at below 5% power, in order to verify the reliability of the Grand Gulf I Delaval
diesel generators. MSE anticipates that the complete dissassembly and inspection of the diesel generator will
take six to eight weeks.

Because of delays in resolving the Technical Specifications issue and the Delaval diesel generator issue
and the need to disassemble and inspect one such generator, MSE now estimates that full power operation of
Grand Gulf I will not be authorized by the NRC until the third quarter of 1984. As a result, it is now
estimated that the unit will not be placed in commercial operation until the first quarter of 1985 at a total cost
for MSE's 90% share of Grand C alf I estimated to be $3.065 billion (excluding nuclear fuel). MSE now
estimates expenditures of approximately $546.5 million in 1984, $366.3 million in 1985 and $387.9 million in
1986 (including AFDC) in connection with construction of the Grand Gulf Station. MSE plans to meet its
construction and other financing requirements prior to commercial operation of Grand Gulf 1 through the
sale of pollution control revenue bonds, bank borrowings, payments from certain of the System operating
companies, including the Company, under a power purchase advance payment agreement (see Note 1 of
Notes to Financial Statements (Unaudited) under " Interim Financial Information"), short-term
borrowings, sales of common stock to Middle South, and such other financing as can be obtained.

Nuclear generating units under constr' : tion are experiencing delays during their test periods not only as
a result of the testing process but also as a result of regulatory delays and opposition before regulators, or
otherwise, of anti-nuclear groups. In the absence of any such major delays, it is estimated that testing of
Grand Gulf I required to achieve commercial operation after the unit is authorized to operate at full power
will take from six to seven months. Any delay in commercial operation of the unit results in the cost of
MSE's share in Grand Gulf 1 increasing by approximately $25 million per month, primarily as a result of on-
going financing charges.

MSE has covenanted with its first mortgage bondholders that it will complete Grand Gulf I no later
than December 31, 1984. In addition, the Company, MP&L and NOPSI are obligated to begin making
payments to MSE equal to the operating costs of Grand Gulf I and Grand Gulf 2 if Grand Gulf 1 is not in
commercial operation by December 31,1984. Finally, certain of the System operating companies, including
ti.e Company, are obligated, under the power purchase advance payment agreement, to make certain
payments to MSE until the earlier of commercial operation of Grand Gulf I or December 31,1984. (See
Note 1 of Notes to Financial Statements (Unaudited) undar " Interim Financial Information".) MSE has
commenced discussions with its lenders, and has filed an application with the SEC, to change these specified
dates to December 31,1985.

Based upon informal discussions with the leading members of each principal creditor group, MSE
believes that all necessary approvals and consents to achieve such changes will be obtainable.

Rate Matters

On Apnl 30, 1982, MSS, on behalf of the System operating companies, tendered for filing with the
Federal Energy Regulatory Commission ("FERC") an agreement under which the System operating
companies proposed to engage in coordinated planning, construction and operation of generation and
transmission facilities ("New System Agreement"). On July 29,1982, the FERC accepted the New System
Agreement for filing and ordered it suspended for five months from August 1,1982. These rates under the
New System Agreement became effective, as requested by MSS, on January 1,1983, subject to refund.
Various parties, including the Louisiana Public Service Commission ("LPSC"), the Mississippi Public
Sersice Commission ("MPSC") and the Arkansas Public Service Commission ("APSC"), have intervened
in the procecdings. The hearing was concluded in December 1983, and the parties are in the process of
briefing the issues preparatory to the decision of the administrative law judge. Some parties to this proceeding
are contesting the method by which the New System Agreement equalizes megawatts of reserve capacity
among the System operating companies and certain proposals could cause AP&L, and to a lesser degree, the
Company, to incur material additional costs. On February 2,1984, MSS notified the administrative lawjudge
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that the Company, MP&L and NOPSI, as a result of reviewing certain of these proposals, would support a
~

method or methods of allocation designed to bring about a form of equalization among the System operating
companies of production costs of generating units owned by Middle South System companies and that AP&L:

p would continue to support the cost allocation method originally proposed in the New System Agreement.
,

Accordingly, MSS will no longer represent the System operating companies on the issue of production cost
allocation but will continue to represent them on all other issues.

On June 18,1982, MSE tendered for filing with the FERC, as an initial rate schedule, a unit power sales
agreement (" Unit Power Sales Agreement") under which MSE would sell from its 90% share of Grand Gulf

^

'I and Grand Gulf 2 the following percentage allocations of power: the Company, 38.57% and 26.23%;

[
MP&L,31.63% and 43.97%; and NOPSI,29.80% and 29.80%, respectively. The rates and charges after
commercial operation commences are based on the cost of service of each unit. Various parties, including the

|- APSC, the LPSC, the MPSC and the Public Service Commission of Missouri, intervened in the proceedings,
E and some of these intervenors are proposing, among other things, revised allocatio,ns of power to the System

operating companies, including an allocation of power to AP&L. On August 25,1982, the FERC accepted
i. - the Unit Power Sales Agreement for filing and ordered that it become effective subject to refund upon the

initiation of service at the Grand Gulf Station. MSE has petitioned the United States Court of Appeals for the

L
District of Columbia Circuit for review of orders of the FERC requiring that the rates to be charged under
the Unit Power Sales Agreement be subject to refund. On February 3,1984, the administrative law judge
("ALJ") issued his initial decision in this matter. Principally, the decision recommended that MSE's request
for the use of an automatic cost of service adjustment clause for Grand Gulf I be upheld, that a decision with
respect to Grand Gulf 2 be deferred, that MSE be granted a 16.04% return on common equity rather than

- the 18% return originally requested by MSE, that MSE's proposed depreciation method be approved, that
MSE's proposed method of decommissioning Grand Gulf I be approved but that amounts for
decommissioning be accumulated in an external fund rather than internally, that MSE's proposed method of
tax normalization be approved, that intervenors' requests for adoption of a plant availability incentive rate of
return,'and requirements that MSE refile the Unit Power Sales Agreement for FERC approval every five
years and levelize rates for Grand Gulf 1, be denied and, finally, recommended a different allocation of the
capacity and energy from Grand Gulf I from that proposed by MSE. The ALJ followed and recommended a<

| proposal made by the LPSC, an intervenor in the proceeding, to allocate Grand Gulf I as follows: the -
- Company,14%; AP&L,36%; MP&L,' 33%; and NOPSI,17E He stated that this allocation would cause

; each System operating company to have a share of Grand Gulf I which, when added to its other nuclear
capacity, i.e., Waterford 3 and AP&L's Arkansas Nuclear One Generating Station, would result in the cost of
its aggregate nuclear capacity being proportionate to its share of Middle South System demand. He further
stated that this allocation method would result in the costs of such capacity being more evenly distributed

. . among the companies than if MSE's proposed allocation method were used. MSE, AP&L and other parties

[ to this proceeding have excepted from the decision. The matter is pending before the FERC for its decision.
' At this time, the Company is unable to predict when such decision will be rendered. Reference is made to

certain developments in the New System Agreement case described above.

- The effect of the ALJ's decision in the MSE proceeding and the positions of certain of the parties in the

j New System Agreement proceeding would be to allocate substantially larger or smaller amounts of
production costs of generating units owned by Middle South System companies to each of the System'

[ operating companies with consequent significant increases or decreases, as the case may be,' in revenue
! requirements for each of the System operating companies. The Company r.nd the other System operating

ompanid are seeking or will seek retail rate relief sufficient to cover their respective revenue requirements
L" ,

c
_

for purchased power from other Middle South System companies under any allocation alternative. The
- outcomes of these proceedings cannot be predicted. If the Company is unable to obtain adequate and timely
retail rate relief to meet its purchased power obligations to other Middle South System companies, the

j. financial condition of tl'c Company would be adversely affected.

|
On January 24,1983, the Company filed with the LPSC a general rate increase application with respect[

. to customers under its jurisdiction, asking authorization to put into effect new retail rate schedules designed
r .
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to provide additional annual net revenues in 1984 of approximately 5412 million over projected 1983
revenues based on the assumptions that Grand Gulf I being constructed by MSE and Waterford 3 being
constructed by the Company are in commercial operation throughout the test year and that the Company
would defer for subsequent recovery certain of the costs associated with Grand Gulf 1. In light of the LPSC
order of March 21,1983 permitting the Company to use over a ten-year period a portion of the cash proceeds
received by the Company in connection with the settlement of a dispute with a gas supplier, the Company
reduced its $412 million general rate increase request to $309 million. Under date of February 20,1984, the
LPSC issued its order in the matter. The order used actual financial results for the twelve months ended June
30,1983 as the test period and included adjustments consistent with the traditional practice of the LPSC. In
principal effect, the order (1) after adverting to certain delays in the commercial operation dates for Grand
Gulf I and Waterford 3, rejected any allowance in rates which would refket an in-service status for either
Grand Gulf I or_Waterford 3, and stated that a new rate filing should be made at an appropriate time for any
rate increase to be requested on the basis of the commercial operation of these units; and (2) permitted the
Company an increase of approximately $69 million per year in its rates and charges for electric service. A
major portion of the Company's proposed increase in retail rates had been designed to cover the revenue
requirements associated with commercial ' operation of these units. The LPSC's order stated that if the
Company continues to believe that the commercial operation of these units will require a rate increase, a new
rate filing should be made at an appropriate time and that such a filing will be considered in due course by the
LPSC.

On April 12, 1984, the Company filed with the LPSC an additional general rate increase application
with respect to customers under its jurisdiction. The Company requested authorization to put into effect,
upon commencement of commercial operation of Waterford 3, new retail rate schedules designed to provide
an annual net increase in revenues, based on the test year ended June 30,1983, of $234,517,582. The amount
so requested was based on the additional revenue requirements of the Company after giving effect to the
projected reduction in fuel costs associated with nuclear generation in the amount of approximately
$119,845,000 and a rate moderation proposal. This rate moderation proposal contemplates that the Company
would defer the collection from customers of an aggregate of $270,000,000 of the amount otherwise
recoverable by it on its investment in Waterford 3 during the first three years of commercial operation of that
unit, would neither defer further amounts nor recover any deferred amounts in the fourth year, and would
collect such aggregate deferred amount from customers over the following five years. The proposal further
contemplates that the Company would fund a substantial portion ofits cash requirements in respect of the
deferred amount through external financing arrangements and would bill the related carrying costs to
customers on a current basis until the deferred amount has been fully recovered. The application requested
alternatively, in'the event that Waterford 3 is not in commercial operation when this matter is decided, that
the LPSC grant such additional rate relief as will result from a continuation of the rate-making treatment
given Waterford 3 in the LPSC's February 20,1984 retail rate order. The application further requested that,
in addition to the rate relief related to Waterford 3, the LPSC issue an order prior to the in-service date of
Grand Gulf 1, to be put into effect when that unit commences commercial operation, accepting and
approving " formula rates" proposed in the application in order to provide the Company with the additional
electric revenues it will need to meet its purchased power expenses associated with power and energy from
Grand Gulf 1. These formula rates, if applied on the basis of the allocation to the Company of a 14% share of
MSE's share of the power from Grand Gulf 1, as determined in the ALJ's initial decision in proceedings
pending before the FERC, described above, would require a net increase in test year revenues of $81,042,000,
or, if applied on the basis of a 38.57% share of MSE's share of power from Grand Gulf I being allocated to
the Company in such FERC proceedings, as originally proposed in such proceedings, would require a
$261,135,000 net increase in test year revenues. These amounts give effect to the projected reduction in fuel
costs associated with the nuclear fuel component of such purchased power expenses in the amounts of
approximately $12,439,000 and $28,960,000, respectively. The Company cannot predict what action the
LPSC will take in respect of this rate increase application. By law, if the LPSC does not render its decision
within one year from the date of filing, the Company may put the full amount of requested rates into effect,
subject to refund.
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INTERINI FINANCIAL INFOR31ATION

The following unaudited condensed financial statements (which are taken from the Company's
- Quarterly Report on Form 10-Q for the quarter ended March 31,1984) should be considered in conjunction
with the Company's audited financial statements and related notes included in the Company's 1983 Annual
Report to Shareholders which accompanies this Appendix to the Official Statement. In the opinion of the
Company, these unaudited condensed financial statements contain all adjustments (consisting of only normal
recurring accruals) necessary to a fair statement of the results for the interim periods presented. However,
the business of the Company is subject to seasonal fluctuations with the peak period occurring during the
summer months. Accordingly, the results for the interim periods presented should not be used as a basis for
estimating results of operations for a full year.

.
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LOUISIANA POWER & LIGHT CONIPANY
BALANCE SHEETS

^
- 31 arch 31,1984 and December 31,1983

ASSETS

1984
Wnaudited) 1983

(In Thousands)
Utility Plant:

Elect ric . . . . . . . . . . . . . . . . . . . . . . . 51,468,776 51,463,856.... .. ...... ..... ...

Construction work in progress . . . . . . . . . . . . . . 2,319,702 2,224,292. . .. .

Nuclear fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,911 4,764....... . .. ..

. Total................................................ 3,793,389 3,692,912
Less-Accumulated depreciation . . . . . . . 531,175 522,508. . . ... . .. ....

Utility plant-net . . 3,262,214 3,170,404............ ...... ... .... .......

Other Property and Investments:
Investment in subsidiary company-at equity . . . . . . . . . .. .. . 46,073 46,073
Other.. . . .. 524 515... . ...... ...... .. ... . ... ......

. Total . . . . . . . . . . . . . . . 46,597 46,588..... ..... .. .. .. . . .

i

Current Assets:
Cash and special deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,920 4,357
Temporary investments-at cost, which approximates market . . . . 8,809 7,%9..

Notes receivable . . . . . . . . . . . . . . . . . . 818 841.. . .............. ..

Accounts receivable:

. Customer and other (less allowance for doubtful accounts of $135
thousand) . . . . . 52,463 55,738.. ...................... .... .. .

Associated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,584 197

Accrued unbilled revenues (Note 2) . . . . . . . . . . . . . . . . . . . . . . .. 34,530 -

Receivable from gas supplier (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . - 250,000

Deferred fuel cost . . . . . . . . . . . . . . . 1,977 4,577..... . . ....... .. ...

Materials and supplies-at average cost . 9,127 11,355........ .......... .. ..

Other........... .. 5,419 4,105. ... ....... ........ .... . ... ...

Total . . . . . . 125,647 338,239. . .. . .. . ..... ..... .... ... . .

Deferred Debits:
Power purchase advance payments (Note 1) 14,792 -

.. ... ... .

Other. .. .. ...... 3,518 3,586....... .......... . ... . ....... ..

Total . . . . . 18,310 3,586.. . .. .. ... .. ... . .... .. .

TOTA L . . . . . . . . . 53,452.768 $3,558.817.. .. ... .... ...... ..... .

See Notes to Financias Statements.
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LOUISIANA POWER & LIGilT COMPANY
BALANCE SHEETS

March 31,1984 and December 31,1983

C APIT A LIZ ATION AND LI A BILITIES
1984

(Unaudited) 1983

(In Thousands)

Capitalization:
Common stock, no par value, authorized 150,000,000 shares; issued and

outstanding i12,111,100sh a res . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 738,900 S 738,900

Retained earnings (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,061 39,898

Total common shareholder's equity . . . . . . . . . . . . . . . . . . . . . 791,961 778,798

Preferred stock without sinking fund . . . . . . . . . . . . . . . . . . 145,882 145,882..

Preferred stock with sinking furd . . . . . . . . . . . . . . . . 240,951 240,951.. ... .....

Long-term debt. , 1,172,019 1,173,453... .. . ....... ..... .. . . .....

Total . . . . . . . . . . . . . . . . . . . . . 2,350,813 2,339,084..... . .... .. ...

Current Liabilities:
' Notes payable:

68,000 100,100Associated companies . . . . . . . . . . . . . . . . . ... .. . ..

Banks . ........................ ....... .. ..... 21,101 77,900....

20,509 20,462Currently maturing long-term debt . . . . ... ...... .. ... ......

Accounts payable:
Associated companies . . . . . . . . . . . . . . . . . . 32,489 48,782. ........... ..

Other.............. ... ............... ....... 33,275 56,620.......

Gas contract settlement-liability to customers (Note 3). . . . . . . . . . . . . 56,403 58,884

24,670 24,220Customer deposits ..... ...... ...... ........................

Taxes accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,787 4,088. ..... .......

Accumulated deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,677 2,216

Int erest accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,530 33,916

Dividends declared . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,764 32,418

Other........................................................ 1,303 2,010

Total............................................. 364,508 461,616

Deferred Credits:
- Accumulated deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . 117,787 115,845

Accumulated deferred investment tax credits . . . . . . . . . . . . . . . . . . . . . . 136,231 136,506

Gas contract settlement-liability to customers (Note 3) . . . . . . . . . . . . 452,348 475,000

Other . . . . . 24,849 25,269... .......................... ......... . . .

Total................................................ 731,215 752,620

R eserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,232 5,497

Commitments and Contingencies (Note 1)

TOTAL............................................ 53,452,768 53.558,8!7

See Notes to Financial Statements.
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LOUISIANA POWER & LIGHT COMPANY
STATEMENTS OF INCOME

For the Three Months Ended March 31,1984 and 1983
(Unaudited)

1984 1983

(In Thousands)

Operatin g Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5267.901 $267.205.. ...... .....

Operating Expenses:
,

Operation:
Fuel........ .................................... ........ 73,578 75,406
Pu rch ased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,230 85,606

Deferred fuel and ot her . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,464 37,258
M ai n t en a ice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,302 12,932
Depreciat ion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,907 11,433

Taxes other than income taxes .' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,678 5,935
I ncom e tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,077 5,619

Total.............................................. 236,236 234,189

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,665 33,016

Other Income:-
Allowance for equity funds used during construction . . . . . . . . . . . . . . . . . 22,902 14,812

Miscellaneous income and deductions-net . . 2,600 2,183.... ..................

I ncome taxes-cred it . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,087 4,622
,

Total............................................... 32.589 21,017

Interest Charges:
Interest on long. term debt . . . . . . . . . . . . . . . . . . . . . . 31,776 26.999.................

Other interest-net . . . . . . . . . . . . . . . . . . . . . . . . 1,810 9,771... .................

Allowance for borrowed funds used during construction . . . . . . . . . . . . . . . (8,906) (5,760)

Total................................................. 24,680 31,010

Income Before Cumulative Effect of a Change in Accounting Method . . . . . . . 39,574 23,623

Cumulative Effect to January 1,1984, of Accruing Unbilled Revenues (net of
income taxes of $16,548 thousand) (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . 17,626 -

Net I n com e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 57,200 $ 23,623

See Notes to Financial Statements.
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LOUISIANA POWER & LIGHT COMPANY
STATEMENTS OF CHANGES IN FINANCIAL POSITION

For the Three Months Ended March 31,1984 and 1983

(Unaudited)

1984 1943

(In Thousands)

Funds Provided by:
Operations:

Income before cumulative effect of a change in accounting method . . . $ 39,574 5 23,623
Cumulative effect (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,626 -

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,200 23,623............... .

Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,907 11,433
Deferred income taxes and investment tax credit adjustments-net . . . 17,128 (4,986)
Allowance for funds used during construction . . (31,808) (20.572)....... .......

Total funds provided by operations . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,427 9,498

Other:
Funds on hand or due from gas supplier (Note 3) . . . . . . . . . . . . . . . . . . . . 248,260 419,317

Gai contract settlement (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (25,133) (415,012)
Allowance for funds used during construction . . . . . . . . . . . . . . . . . . . . . . 31,808 20.572

Total funds provided excluding financing transactions . . . . . . . . . . . . . . 309,362 34,375

Financing transactions:
75,000Preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -

First mort gage bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 200,000

Total funds provided by financing transactions . . . . . . . . . . . . . . . . . . . - 275,000

Total funds provided . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $309,362 $ 309,375

Funds Applied To:
Utility plant additions:

Construction expenditures for utility plant . . . . . . . . . . . . . $102,803 $ 115,973.........

Nuclear fuel . . . . . . . . . . . . . . . . . 147 49........... ...............

Total gross additions (includes allowance for funds used during
const ruction) . . . . . . . . . . . . . . . . . . . . . . . . . 102,950 116,022..............

Other:
Dividends declared on preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -!i,301 10,696
Dividends declared on common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , 32,736 26,636
Investment in subsidiary company (Note 1) . . . . . . . . . . . . . . . . . . . - 337.....

Accrued unbilled revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,530 -

22,374 5,226- Increase in working capital * .. .................. ................

Power purchase advance payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,792 -

M iscellaneous-net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234 2,985

Total other funds applied . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I15,967 45,880

Financing transactions:
Retirement of other long. term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,546 1,473

Short-term securities-net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,899 146,000

Total funds applied to financing transactions . . . . . . . . . . . . . . . . . . . . . 90,445 147,473

Total funds applied . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $309,362 $ 309,375

* Working capital does not include short. term securities, gas cont ract settlement, current maturities of long.
term debt, accrued unbilled revenues, or deferred taxes included in current liabilities. The 1984 net increase
in working capital is primarily due to a decrease in accounts payable. The 1983 net increase in working
capital is primarily due to a decrease in accounts paysble parti!JIy offset by a decrease in deferred fuel cost.

See Notes to Financial Sta.ements.
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LOUISIANA POWER & LIGHT COMPANY

NOTES TO FINANCIAL STATEAIENTS (Unaudited)

Note I. Commitments and Contingencies

At March 31, 1984, the Company's construction program contemplated expenditures (including
AFDC) of approximately $539.2 million :n 1984, $150.5 million in 1985, and $220.0 million in 1986.
Substantial additional capital requirements would result in the period 1984-1986 if the Company defers
certain Waterford 3 costs in accordance with the rate moderation proposal contained in the application filed
with the LPSC on April 12,1984. (See "Recent Developments-Rate Matters".)

SFI is a jointly-owned subsidiary of the System operating companies. SFI operates on a non-profit basis
for the puepose of planning and implementing programs for the procurement of fuel supplies for the System
operating companies; its costs are primarily recovered through charges for fuel delivered. The common stock
of SFI is owned 33% by the Company,35% by AP&L,19% by MP&L, and 13% by NOPSI.

In connection with certain of SFI's borrowing arrangements, SFI's parent companies, including the
Company, have covenanted and agreed, severally in accordance with their respective shares of ownership of
SFI's common stock, that they will take any and all action necessary to keep SFI in a sound financial
condition and to place SFI in a position to discharge, and to cause SFI to discharge, its obligations under
these arrangements. At March 31,1984, the total loan commitment under these arrangements amounted to
$295.0 million, of which $178.1 million was outstanding. Also, SFI's parent companies have made similar
covenants and agreements in connection with long-term leases by SFI of oil storage and handling facilities
and coal hopper cars. At March 31, 1984 the aggregate discounted value of these lease arrangements was
$75.4 million.

SFI has contracted with a joint venture for a supply of coal from a mine being developed in Wyoming
which is expected to provide up to 185 million tons over a period of twenty-six to forty-two years primarily
for the Independence Steam Electric Generating Station. SFI's parent companies, each acting in accordance
with its share of the ownership of SFI, joined in, ratified, confirmed, and adopted the contract and the
obligations of SFI thereunder. Under the contract, investment in the mine for leases, ph nt, and equipment is
the responsibility of the joint venture. In order to limit the joint venture's investment rights and, hence, the
amount to be paid to it as a component of the price of coal, the contract provided that SFI invest any funds
for plant and equipment in excess of a specified amount. AP&L, MP&L, and Arkansas Electric Cooperative
Corporation, as co-owners in part of the Independence Steam Electric Generating Station, have agreed to
make the investments rather than SFI and, accordingly, have reimbursed SFI for investments previously
made by it. Mine construction is nearing completion and first contract deliveries were made in January 1984.

SFI has a long-term program for the acquisition, conversion, and enrichment of nuclear materials
required for the fabrication of nuclear fuel which may be utilized in any of the present or proposed Middle
South System nuclear generating stations. SFI has firm purchase commitments for the acquisition in 1984 of
approximately 500,000 pounds of uranium in various stages of processing.

The parent companies of SFI have agreed to make loans to SFI to finance its fuel supply business under
a loan agreement dated January 3,1984, which provides for SFI to borrow up to $125 million from its parent
companies through December 31, 1984. As of March 31, 1984, the Company had made no loans to SFI
under this agreement, and the Company's share of the unused loan commitment was $55 million. Notes
under this agreement mature December 31,2009. In addition, the Company had loaned SFI $46.1 million
under previous loan agreements. Notes mature in 2002 and 2008 under provisions of the previous loan
agreements.

In July 1980, SFI executed a contract for the purchase of an estimated 100 million tons of coal with an
option to purchase an additional 50 million tons of coal. By separate agreement, the Company guaranteed
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LOUISIANA POWER & LIGHT COMPANY

NOTES TO FINANCIAL STATEMENTS (Unaudited)-(Continued)

SFI's performance of the contract and agreed to purchase the coal from SFl. The coal is to be used at the,

. Wilton Steam Electric Generating Station, the commercial operation of which is now expected sometime in
'

1993. SFI has notified the coal supplier of this delay from the original in-service date of 1988 and is reviewing
with the coal supplier possible alternatives to eliminate or mitigate the effect of this delay on increasing the

| price of coal.

MSS is developing a standard design for the construction of coal-fueled or lignite-fueled electric j

. generating stations for the Middle South System. As of March 31,1984, total costs incurred of $36.5 million
had been deferred, including capitalized interest costs of $4.5 million. MSS has equipment commitments
totaling approximately $282 million relating to this project. MSS will be reimbursed by the System operating
companies for the costs of the project.

MSE and the System operating companies (including the Company) have entered into a series of
agreements (collectively, " Availability Agreement") whereby (i) MSE has agreed to complete the Grand

- Gulf Station and to sell to the System operating companies power available to MSE from the Grand Gulf
Station under the terms of a power purchase agreement (see "Recent Developments-Rate Matters"), (ii)
the System operating companies have seve ally agreed to pay to MSE (on the apportionment bases provided
for' in the Availability Agreement: the Company, 26.9%; AP&L,17.1%;.MP&L, 31.3%; and NOPSI,
24.7%) such amounts as (when added to any amounts received by MSE under such power purchase
agreement or otherwise) will be at least equal to MSE's operating expenses or an equivalent amount if either
unit is not in operation (including such expenses as might be incurred by MSE for maintenance and

' surveillance in the event of shutdown of either or both units), including MSE's interest charges and an
amount equal to an assumed depreciation rate for 27.4 years of 3.65% per annum applied to MSE's gross
investment in the Grand Gulf Station (exclusive of land and land rights), (iii) the System operating

. companies have severally agreed to make subordinated advances under certain circumstances to MSE in
amounts equal to payments which would otherwise be owing under the payment formula of the Availability
Agreement described in (ii) above, and (iv) the System operating companies have_ agreed that their-

' obiigations to make payments or advances to MSE are absolute and unconditional. The requirement to make
. payments under (ii) above commences on the date on which either unit of the Grand Gulf Station is placed
in commercial operation; provided that if Grand Gulf 1 is not piaced in commercial operation prior to
December 31,1984, the commencement date in respect of both units is December 31,1984 (MSE is seeking
consent from its principal creditor groups to extend the stipulated commercial operation date and payment
commencement date to December 31, 1985); and provided, further, that if Grand Gulf 1 is placed in
commercial operation prior to December 31,1984, then, with respect to the assumed depreciation charge
related to Grand Gulf 2, the commencement date for Grand Gulf 2 is the earlier of the date of commercial
operation of Grand Gulf 2 or December 31,1988. MSE has assigned its rights to payments and advances
from the System operating companies under the Availability Agreement to secure its long-term borrowings.
In addition, the System operating companies in June 1981 entered into a Power Purchase Advance Payment
Agreenar.t.with MSE pursuant to which the System operating companies, severally in accordance with
stated pe2centages specified therein (the Company,26.9%; AP&L,17.1%; MP&L,31.3%; and NOPSI,
24.7eA ), : greed, if Grand Gulf I were not placed in commercial operation by December 31,1983, to make

- advance payments to MSE for power purchases which in the aggregate total $12.5 million per month Such
payments, adjusted to exclude AP&L as contemplated by the agreement discussed in the next paragraph,

~ commenced January 2,1984 and will continue until commercial operation of Grand Gulf I or December 31,
1984, whichever occurs earlier. MSE is seeking consents to extend the payments under the Power Purchase
Advance Payment Agreement until commercial operation of Grand Gulf I or December 31,1985, whichever
occurs earlier. The Company's share of these monthly payments is $4.8 million per month.
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LOUISIANA POWER & LIGHT COMPANY

NOTES TO FINANCIAL STATEMENTS (Unaudited)-(Continued)

Effective November 1981, the System operating companies entered into a Reallocation Agreement
allocating the capacity and energy available to MSE from Grand Gulf I and Grand Gulf 2 to the Company,
MP&L and NOPSI, subject to change by mutual agreement of such companies. Under the Reallocation
Agreement the percentage allocation for MSE's share of Grand Gulf I and Grand Gulf 2 are: the Company,
38.57% and 26.23%; MP&L, 31.63% and 43.97%; and NOPSI, 29.80% and 29.80%, respectively. This
allocation was consistent with a prior allocation of capacity and energy for Grand Gulf I and Grand Gulf 2
made among the Company, MP&L and NOPSI pursuant to a memorandum of understanding executed by
the System operating companies on July 21,1980. Under the Reallocation Agreement, the Company, MP&L
and NOPSI, in proportion to such allocations, have agreed to assume and hold AP&L harmless from all of
the responsibilities and obligations of AP&L with respect to the Availability Agreement and tl e Power
Purchase Advance Payment Agreement and, in consideration thereof, AP&L has relirquished its rights in
the Grand Gulf Station. Each of the System operating companies, including AP&L, vill, however, remain
primarily liable to MSE and its assignees for payments or advances under the Availability Agreement and the
Power Purchase Advance Payment Agreement in accordance with the respective origir.al percentages set
forth in the immediately preceding paragraph. AP&L would be obligated to make its share of the payments
or advances only if the other System operating companies were unable to meet their contractual obligations.
It was recommended that the responsibility for 36% of the capacity and energy of Grand Gulf 1 be allocated
to AP&L in the initial decision of an administrative law judge acting in the FERC proceeding relating to the
sale by MSE of capacity and ener,;y from the Grand Gulf Station pursuant to the Unit Power Sales
Agreement. This decision, which must be reviewed by the FERC, is discussed in "Recent Developments-
Rate Matters" above.

The Company is a member-insured under a primary property damage insurance policy provided by
Nuclear Mutual Limited, a mutual insurer. As a member-insured, the Company is subject to assessments if
losses exceed the accumulated funds available to the insurer. The present maxinnen assessment for incidents
occurring during a policy year is approximately $16 million for the Company.

The Federal income tax returns for the years 1971 through 1976 have been examined by the Internal
Revenue Service (" IRS") and adjustments have been proposed. The principal issue is whether customer
deposits are includable in taxable income. Formal written protests have been filed and conferences have been
held with Appeals Officers of the IRS. All issues, other than an issue involving the taxability of customer
deposits, have been settled and approved. The Company believes that adequate provisions have been recorded
on the books. Any final liability that may result from resolution of the customer deposits issue would not
have a material effect on net income, because income taxes on customer deposits would be normalized.

In the interest of increased economic efficiency, the Company and NOPSI are continuing the
development of a plan to consolidate the two companies and their operations into a new company to be called
Louisiana Power & Light Company. Middle South, which currently owns all of the outstanding wmmon
stock of the Company and NOPSI, would own all of the common stock of the new company.

See " Construction Program and Future Financing" and "Recent Developments-Rate Matters" for
information regarding certain commitments and financing obligations of the Company.

Note 2. Change in Accounting Method

Prior to December 31,1983 the Company recognized revenue when billed. To provide a better matching
of revenues and :xpenses, effective January 1,1984 the Company adopted, in March 1984, a change in its
accounting method to provide for accrual of the non-fuel portion of estimated unbilled revenues. Unbilled
revenues result from energy delivered since the period covered by the latest billings to customers. The
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LOUISIANA POWER & LIGIIT COMPANY

NOTES TO FINANCIAL STATEMENTS (Unaudited)-(Concluded)

cumulative effect of this accounting change as of January 1,1984 was recorded in March 1984 and increased
first quarter 1984 net income approximately $17.6 million.

Had this new accounting method been in effect during 1983, the Company's net income before the
cumulative effect would have been approximately $2.0 million lower than that shown i,n the accompanying
financial statements.

Note 3. Settlement Agreement with Gas Supplier

During the first quarter of 1984, the Company continued to make refunds to its customers, in
accordance with the March 1983 order of the LPSC,in connection with a settlement agreement with a gas
supplier. Through March 31,1984, the Company had made refunds of $646.7 million, including interest.

Note 4. Retained Earnings

The Company's Mortgage and Articles of Incorporation contain provisions restricting the payment of
cash dividends on common stock. At March 31,1984, all retained earnings were free from such restrictions.

Note 5. Rate Matters

See "Recent Developments - Rate Matters" regarding the Company's rate matters.

,
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LOUISIANA POWER & LIGIIT COMPANY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Financial Condition

The Company's financial condition improved in the first quarter of 1984. This improvement is primarily
the result of its including in net income for the quarter the cumulative effect to January 1,1984 of the
following change in accounting method. Effective January 1,1984, the Company began accruing as revenues
the non-fuel portion of charges for electric service related to energy delivered but not yet billed. (See Note 2
of Notes to Financial Statements (Unaudited) under " Interim Financial Information".) Previously, revenues
were recorded as billed.

At March 31,1984, the earnings coverage for the Company's First Mortgage Bonds was 2.06 times the
annual mortgage bond interest requirements, and its earnings coverage for Preferred Stock was 1,64 times the
annual interest charges and preferred dividend requirements. Based upon these coverages, which include the
cumulative effect of the above-mentioned accounting change, the Company could have issued approximately
$22 million principal amount of additional First Mortgage Bonds at an assumed annual interest rate of 16%
(plus any First Mortgage Bonds issued for refunding purposes) or approximately $110 million aggregate par
value of additional Preferred Stock at an assumed annual dividend rate of 16%.

With regard to rate matters, on April 12,1984, the Company filed with the LPSC a request for a $316
million net increase in its revenues from retail customers. The increase will be needed to provide cash
earnings that reflect the in-service status of Waterford 3 and Grand Gulf 1, which are presently scheduled for
commercial operation in the fourth quarter of 1984 and the first quarter of 1985, respectively. In connection
with that portion of the request related to Waterford 3, the Company has proposed a plan to phase into rates
the costs associated with that facility. The Grand Gulf 1 portion of this filing is based on the Company
receiving a 14% allocation of MSE's share of the unit, as provided in the initial decision by an administrative
lawjudge of the FERC. The administrative law judge's decision now goes before the FERC, which has not
yet ruled on the matter. Because the question of how much of Grand Gulf l's output will be assigned to the
Company remains unsettled, the rate application proposes a formula-type rate adjustment clause. The
proposed clause would permit the Company to recover non-fuel related expenses associated with buying
power from Grand Gulf 1, no matter what portion of the unit's output is allocated to the Company.
Accordingly, if the Company were allocated 38.57% of MSE's share of Grand Gulf 1 (as initially proposed
to the FERC), its total requested net increase in revenues would be 5496 million.

Liquidity and Capital Resources

Construction expenditures (including AFDC) decreased from $116 million in the first quarter of 1983
to $102.8 million in the corresponding period in 1984. The Company satisfied its cash requirements in respect
of first quarter construction costs in part through application of a portion of the cash proceeds from a
settlement with a gas supplier and in part with funds provided from operations. In January 1984, the
Company received a third cash installment of $250 million from the gas supplier. For further information
regarding the related settlement, reference is made to Note 3 of Notes to Financial Statements (Unaudited)
under " Interim Financial Information" herein and to Note 11 of Notes to Financial Statements in the
Company's 1983 Annual Report to Shareholders, which accompanies this Appendix to the Official
Statement.

The Company's projection of construction costs for the remaining nine months of 1984 is currently $436
million (including AFDC of $98 million). The Company's obligations in respect of cash sinking funds and
debt maturities during this period will amount to $24 million. In addition, the Company is required to make
advance power purchase payments of $4.8 million per month until the earlier of the date Grand Gulf 1 is
placed in commercial operation or December 31,1984 (MSE is seeking to extend this date to December 31,
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LOUISIANA POWER & LIGIIT COMPANY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS-(Continued)

1985). In order to meet these and its other corporate requirements, the Company estimates that it will need
to raise from external sources during the remaining nine months of 1984 up to $320 million. To that end, the
Company currently plans to sell up to $50 million aggregate par value ofits preferred stock, to issue and sell
up to $125 million ofits common stock to its parent, Middle South (of which $20 million of common stock
was so issued ano old in May 1984), to obtain up to 5115 million as the proceeds from the sale of the llonds,
and to sell such other securities, including short-term debt, as <nay be appropriate. In this latter connection,
the Company is currently authorized to make short term borrowings of up to the lesser of $200 million or
10% of capitalization, of which 589.1 million was outstanding at March 31,1984.

Results of Operations

Net income for the first quarter of 1984 increased $33.6 million, or 142% over the corresponding period
of 1983. The increase was due substantially to the change in accounting method mentioned above. The
cumulative effect af this change, after deducting income taxes, was to increase net income by $17.6 million. In
addition, the increasing amount of AFDC attributable to the continuing construction of Waterford 3
accounted for $11.2 million of the total increase in net income. Other factors contributing to the increase
included cooler than normal weather conditions, the initial effect of a $69 million annual retail rate increase

implemented on March 2,1984, and continuing cost control measures.

The 54.8 million net increase in fuel and purchased power expenses in the first quarter of 1984 was
primarily due to a net increase in enerFy requirements. Deferred fuel costs decreased by $12 million during
the first quarter of 1984 reflecting the offset to the difference between energy costs recorded and energy costs
recovered under the fuel adjustment clause.

Income tax expense increased in the first quarter of 1984 because the increase in pre-tax bcok income
was greater than the offsetting increase in recorded AFDC.

For the quarter ended March 31,1984, the combined interest on long-term debt and other interest-net
decreased by 53.2 million primarily as a result of decreased interest accrual requirements by the Company on
the portion of the proceeds used by the Company of the above-mentioned settlement entered into by the
Company with a gas supplier.

- Summary

The Company believes that with the retail rate relief received in the first quarter of 1984, together with
anticipated sales of securities, the Company should be able to complete its 1984 construction program and
meet its other corporate requirements for 1984. Ilowever, the ability of the Company to secure adequate and
timely rate relief to cover the expenses associated with the in-service status of Waterford 3 and Grand Gulf I
will have a significant effect on the Company's ability to remain financially sound in the future, and thus be
able to provide the generating capacity and other resources necessary to serve the present and future energy
requirements ofits customers.
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EXPERTS-

The Company's Anancial statement's and supplemental schedules incorporated by reference in this
Appendix to the ORicial Statement, except to the extent described below, have been examined by Deloitte
Haskins & Sells, independent Certified Public Accountants, as stated in their opinions included or
incorporated by reference in the Annual Report of the Company on Form 10-K for the year ended December
31,1983, incorporated by reference herein, and have been so incorporated by reference in reliance upon such
opinions given upon their authority as experts in auditing and accounting.

With : respect to unaudited interim financial information included under " Interim - Financial
| Information" herein and in the Company's Quarterly Report on Form 10-Q for the quarter ended March 31,
j 1984, incorporated herein by reference, Deloitte Haskins & Sells has applied limited procedures in

accordance with professional standards for a review of such information. However, as stated in their report,

included in such Quarterly Report on Form 10-Q incorporated by reference herein, they did not audit and do
not express an opinion on that interim Anancial information. Accordingly, the degree of reliance on their
report on such information should be restricted in light of the limited nature of the review procedures
applied.

The statements made under "Recent Developments-Rate Matters" herein and in the above referred to
Annual Report on Form 10 K and Quarterly Report on Form 10-Q, which are incorporated herein by

; reference, in each case as to matters oflaw and legal conclusions pertaining to titles to properties, franchises
and other operating rights of the Company, regulations to which the Company is subject and any legal
proceedings to which the Company is a party, are made on the authority of Monroe & Lemann (A
Professional Corporation), General Counsel for the Company, and such statements are included in such
documents and herein in reliance upon their authority as experts.
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Area served by LP&L
Louisiana Power & Light Company operates in 46 of the 64

parishes of Louisiana - a 19,5(X)-square-mile area which, as of
December 31.19M3, had an estimated population of 1,629.000.
At year-end 19M3. LP&L was serving approximately 42% of
Louisiana's population.

The area served by LP&L includes most of North Louisiana, a
small portion of East Central Louisiana, and most of Southeast.
ern Louisiana, including the metropolitan area around the City
of New Orleans and the 15th Ward in the City of New Orleans.

LP&L's system is part of, and is interconnected with, the
other operating companies of the Middle South Utilities System.
This arrangement prosides more dependable electric service
for customers, and also results in the greatest economy in the
generation of electrie power, with resultant savings to customers.
General Office Registrar for Preferred Stock
142 Delaronde Street Chemical Bank
P.O. Bos 600M Corporate Trust Department

! New Orleans, Louisiana 70174 55 Water Street
Telephone: q 5tni 366-2.45 New York, New York 10041

Transfer Agent for Trustee for First Mortgage Bonds
Preferred Stock The Chase Manhattan

Bradford Trust Company Bank. N. A.
67 Broad Street Corporate Trust
New York, New York 100(M Administrative Disision

i New York Plaza,14th Floor
New York, New York 10081

This 1983 Annual Report is prepared for the informa.
tion of stockholders, employees, and other interested persons.

The Company's 1983 Annual Report to the Securities and
Enchange Commission on Form 10-K lincluding financial
statement schedules)is available to any stockholder without
charge. Stockholders can obtain a copy by writing to:
1. II. Erwin, Jr.
Senior Vice President-

Accounting & Finance, and Treasurer
Loulslana Power & Light Company
P.O. Nos 6008
New Orleans,laulslana 70174
Telephone:1504) 366 2345



Ilighlights

As of As el
De c. .ll,19M Dec. 31,19M2

Plant Investment . . . . . . . . . . . . . . . . . . . . . . 53,688,148,000 $3,131,461,000

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,144,743,000 51,195,583,(XX)

Ne t I n co m e . . . . . . . . . . . . . . . . . . . . . . . . . . $ 131,546,000 $ 117,458,000

Peak Load (occurred 8/29/83 and 6/9/82) . . . . 4,207.000 KW 4,259,000 KW

Generating Capability . . . . . . . . . . . . . . . . . . 4,618,000 KW 4,625,000 KW

Cu sto m e rs . . . . . . . . . . . . . . . . . . . . . . . . . . . 552,025 540,387

Average annual kilowatt hours per
residential customer . . . . . . . . . . . . . . . . . . 12,996 13.545

Avemge annual revenue per
residential kilowatt hour . . . . . . . . . . . . . . . 5.72c 5.66e

Population in area served . . . . . . . . . . . . . . . . 1,629,000 1,600,000

Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,756 2,721

1
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To our stockholders and employees

in 1983, the na- The Louisiana Public Service Commission
; tional economy (LPSC) order for the Company to make such
; was emerging from refund provides that the additmnal 5500 mil-'
1 recession and the lion received by the Company in two equal
i rate of inflation, payments in January 1983 and 1984 under such

,

according to the settlement,is to be refunded to customers in,

U.S. Department installments to be pa,d in each year over ai

of Labor's Con- period throi gh 1993. The effect of this is to
sumer Price Index permit the Company to have the use, pending
for all urban con- such refund,of a part of that 5500million
sumers, was 3.8% during such period and to apply such funds to
the lowest since its construction program, including the con-
1972. Unfortunate- struction of Waterford 3,its nuclear generating
ly, Louisiana which unit nearing completion at Taft in St. Charles
was one of the last Parish,
states to feel the

\ e,ffects of reces- The action by the Commission enabled thesion, was slow in
Company to withdraw ri request for 5161 mil-

brnes M. cain recavenng. Unem- tion in emergency rate relier w hich it had made
Prendent and chief Executive Otficer ployment had im- as part of a January 24,1983, filing with the

proved in Louisi- Commission, and later to reduce its overall rate
ana somew hat in ,1983, but was still high. Some increase request by $103 million to 5309 million.
industrials, especially primary metals and cer-
tain chemicals, have not yet shown signs of
fully recoveri,g from the recession. In the January 1983 rate filing, LP& L ha 1

requested a net merease of $412 million which
Louisiana Power & Light Company suffered was needed not only to continue construction

along with Louisiana's economy in 1983. on Waterford 3 and other projects, but also to
Although thc. Company's net income mereased recover costs associated with LP&L's share of
to 5131.5 million, up about 514.0 million over power purchases from the Middle South Energy,
1982,75"e of total net income was Allowa e Inc. (htSE) Grand Gulf nuclear power plant
for Funds Used During Construction i AFUDC), nearing completion near Port Gibson, Mississippi,
a non-cash item. This AFUDC item amounted and Ic recoser the operating expenses of
to 599.0 million in 1983, an increase of $44.9 Waterford 3 when the unit is placed in service,
million mer 1982. Ano her f actor necessitating the request for

rate ielief included the increasing cost of doing
A major accomplishment by the Com in business,especially the high cost of financing

1983 was the issuance of more than 1,1(k(IM) construction.
refund checks to customers and former custom-
ers through December 31,1983,of 5621 million At its January 16,1984, meeting, the Commis-
out of the proceeds of a compromise settle- sion was granted a 30-day extension in deciding
ment effected in 1982 of the Company's claim the rate increase requests of both LP&L and
against Tesaco inc. for failure to perform New Orleans Public Service Inc. The Commis-
under a gas supply contract. On February 28, sion requested the extensions in orar to review
1984, the Company mailed checks to custom- two independent studies w hich had been ordered
ers for the third phase of refunds going to prior to mid year 1983 by the Commiwion -
customers. This refund phase amounted to one a limited management audit of LP%L and
about $25 million. In succeeding years through the other a report on Waterford 3 and the
1993, the Company will be refunding more purchase of power from Grand Gulf. Both
than 550 million to customers each year. reports were delivered to the Commiwion at its

January 16 meeting, and both were favorable to
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LP&L. Both LP&L and NOPSI agreed to the first in Louisiana. is espected to be about $2.65
CommissionN request for extended time to bittion. The NRC's most recently published
consider the rate requests. comprehensive report on licensee performance

on Waterford 3 was generally fasorable to
LP&L. When in commercial operation. Water-,The Comm.isuon ordered one of the stud.ies.

ford 3 will add 24*. to LP&Us present generat-
from DecNon Atanagement Company. Inc. ing capability of 4,618 megawatts.
IDNIC),of Laguna Ilills. Laliform,a. That study
investigated the cost increases of Waterford 3 Pending before the Federal Energy Regulatoryand the purchase of power from Grand Gulf. Co,nmisuon tFERC) was the filing of a Unit
The other study, a hmited management aut,ht Power Sales Agreement providin for the allo-

cation of htSE s 90% interest in tN*e output ofof LP&L, aho was ordered by the Commisuon,
and was done by Arthur Young & Company of Grar d Gulf among LP& L, NOPSI, and N1issis-
Atlanta, Georgia. The Arthur Young study (N1P&L)insippi Power & Light Comban2L,29.N)*. toindicates that LP&L is a productive and eff.i-

E'roportions of 38.57% to Pcient company which has done,a good job in , OPSI, and 31.63% to h1P&L.
holding down costs. The audit indicated no
evidence of declining levels of service,despfe On February 3,1984, an initial decision wasthe fact that LP&L has been scry conservative issued by an administratise law judge of the
m addmg personnel, esen as workloads were
increasing. The Dh1C audit says that Waterford FERC which,amonb> other things, adopted thepoposalof the LPS and allocated hisE's 90%3 construction costs should be deemed prudent, interest in the capacit of Grand Gulf in pro-and that cost increases were due pnmanly to pg.tions of 36% to At ansas Power & Light
i arcumstane,es beyond Li &Us control. With Company,14% to LP&L,33% to h1P&L, andregard to Li &Ls articipation m Grand Gulf, g7g ,g 3rOPSI,with allocation of the capacityDh1L concluded t at Li,&L management acted of Unit 2 at Grand Gulf being deferred to a
competently with regard to the, Grand Gulf. later date. This decision will now go to the full
agreements, and that the decision to partici- Commission for review.
pate was reasonable and was made m the best
interests of LP&Us customers. LP&Us 1983 construction costs totaled 5548.5

million, including $4N).4 million for continued
On February 20,1984, the LPSC rendered a construction on Waterford 3.

decision on the Company's rate case w hich had
been filed in January 1983. The decision allows During 1983, LP&L reduced the level of
LPA L an increase in annual revenues of approw, construction of Wilton Units I and 2, two 800-
mately $6M.982.tXX) - a 6.0% increase over megawatt, coal fired generating units on the
1983 resenues. This increase represented about east bank of the N1ississippi River in St. James
17% of the 1412 million net increase which the Parish. The first Wilton unit is scheduled for
Company sought, and the decision excludes co nmercial operation in the early 199(Ts, with
any resenues for Grand Gulf and Waterford 3 the second about two years after the first.
related operating expenses.

LP&Cs 1983 operating revenues amounted
At year-end 1983, construction activity at to $1.1 billion, down 4% from 19M2, due prima-

Waterford 3 was essentially complete. Subject tily to reduced use of electricity by industrial
to the timely muance of the necessa,ry license and residential customers.
by the Nuclear Regulatory Commisuon, fuel is
scheduled to be loaded into the reactor during
the second quarter of 19Ml, and commercial The Company,s 1983 peak demand was

operation is anticipated by the end of 1984. 4,207M kihywatts, which oce'irred at 4 p.m.
Cost of the 1,104 mecawatt nuclear facility,the August 29. T his compared to the 1982 peak

demand of 4,259,000 kilowatts, which occurred
.
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at 5 p.m. June 9. LP&L's average annual resi- Both LP&L and NOPSI initiated in 1983 a
dential customer use declined for the third program called " Helping Hands." which is
consecutive year. In 1983, this figure was 12,996 designed to assist elderly and handicapped
kilowatt hours and compared to 13,545 kilo- people in paying their utility bills. Each com-
watt hours in 1982,13,791 kilowatt hours in pany has contributed 5150,000 to the program,
1981, and 14,177 kilowatt hours in 1980. Based which expease was borne by its stockholder,
on current projections, LP&L expects a 2.7% not by customers, and 5,135 needy families had
annual increase in overall energy use by its been assist-d in paying their utihty bills by the
customers through 1992. end of 1983.

At the end of 1983, LP&L was serving 552,025 In February 1983, LP&L sold 575 million
customers - an increase of 11,638 customers (aggregate par value) of 12.64% Preferred Stock,
over the 540,387 customers served by the Com- and in March 1983, the Company sold $100
pany at the end of 1982. million of 10-year first mortgage bonds and

$100 million of 30-year first monga9
separate competitive biddings. The !de bonds atyear bondsOn October 22,1983, a proposal was included

on the ballot in New Orleans which would have carry an interest rate of 12%, and the 30-year
transferred the regulatory jurisdiction over bonds an interest rate of 13%% Proceeds from
NOPSI and the LP&L operations in Algiers the sales were used in part for paying certain
(Ward 15 of the City of New Orleans) from the outstanding short term borrowings, to help
Commission back to the City Council. New finance construction projects, and for other
Orleans voters had approved in a November corporate purposes. On September 1,1983,
28,1981, election the transfer of regulatory LP&L sold, also after competitive bidding,550
jurisdiction over NOPSI and LP&L operations million of 30-year first mortgage bonds, bear-
m the City of New Orleans to the Commission. ing an interest rate of 13%, the proceeds of
With the assistance of Citizens Against Govern- which were applied to the payment of 550
ment Takeover, an independent citizens group, million of the Company's first mortgage bonds,
the proposal to retransfer the regulatory author- 9h% series, maturing September 1,1983.
ity back to the City Council was defeated in the
1983 election. During the year, several changes occurred in

LP&L's Board of Directors and its management.
Some functional consolidation of LP&L and I was elected President and Chief Executive

NOPSI occurred during 1983, with several depart- Officer May 23 by the LP&L Board of Directors,
ments of the compames moving to either the succeeding J. M. Wyatt, who remained Chair-
142 Delaronde Street office of LP&L in Algiers, man of the Board until his retirement August 1.
or the 317 BaronnorStreet office of NOPSiin Wyatt continues as a member of the LP&L
downtown New Orleans. The announcement of Board.
intention to consolidate the companies was
made in July 1981, and applications for author- Also on May 23, Joseph J. Krebs, Jr., of
ity to consolidate have been filed with the Metairie, was elected to the LP&L Board. All
LPSC and the Securities and Exchange
Commission.

4
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other current Directors were reelected with the period as LP&L's Senior Vice President-Nuclear
exception of Harry M. England and E. A. Operations. lie assumed these duties April 11.
Rodrigue, both of whom reached the manda- Cavanaugh was succeeded by R. S. Leddick
tory retirement age for Directors.The reelected who was elected by the Company July 25 to
Directors include Tex R. Kilpatrick, Floyd W. Senior Vice President-Nuclear Operations.
Lewis, W. Clifford Smith, H. Duke Shackelford,
Wyatt and me. We were saddened to report the On Februar 1 K. M. Brumfield, Vice

President- A3m,nistraiion, retired.death on November 4,1983, of G. C. Rawls, a
i

director emeritus of the Company and former
president and chief executive officer and chair-
man of the board. As the national economy improves and the

recession abates, LP&L looks ,nto 19M withi
fresh optimism and dedication. At the same

Also LP&Us Board elected these LP.&L Offi- time,it realizes that many problems lie ahead.
to new positions: W,11. Talbot, Vice

cers, dent - Assistant to President,and Secretary:But with the experience and loyalty of its
Presi employees, LP&L is confident Ihese challengesJ.11. Erwm, Jr., Senior Vice President- Ac- can be met successfully.
counting & Finance, and Treasurer: J. J. Cordaro,
Senior Vice President- External Affairs: D. L.
Aswell. Senior Vice President-Fossil Oper-
ations: L. V. Maurin, Vice President-Fossil For the Board of Directors
Operations: and S. G. Cunningham, Jr. Vice February 23,19M.
President-Rates and Regulatory Affairs.

In addition, the Board elected to the follow- %*
ing positions, subject to approval by the FERC:
W. C. Nelson, Senior Vice President- Admin-
istration and Services; and J.11. Chavanne, James M. Cain
Vice President- Corporate Control,and Assis-
tant Secretary. Nelson and Chavanne hold iden-
tical positions with NOPSI. Their election as
LP&L officers was approved by the FERC in
August.

Effective April 1,1983, Gerald D. Mckndon,
Senior Vice President-Operations, was elected
Executive Vice President and General Man-
ager of LP&L. William Cavanauch 111. Senior
Vice President-Energy Supply for AP&L,was
loaned to LP&L by AP&L to ser e for a limited

5



. _ . _

Customers Operating Revenues
1Thousand3) From Retall Customers (Millions of Dollars /

600 51,200

..a .In. . 1.

. . . IIIIII III..

IIIIIIIIIII IIII, .

IIIIIIIIIII III]. .,

IIIIIIIIIII mIIIIII i.

!!!!!!!!!!! . !!!!!!!!!!! :

_

- -
- 7 ,9

Energy Sales Average KWII Use
To Retail Customers (Billions of Kilowats Hours / Per Residential Customer

25 15,000
)

- 20 - M m 12,500 5 5E i

E,!!!!!!!!10,000

7,500 - -
- - " IIIIIIIIIII
IIIIIIIIIII

5.

IIIIIIIIIII5

| 11111111111
2

|||||||||||e 0
1973 74 75 76 77 78 79 80 81 82 83 1973 74 75 76 77 78 79 80 81 82 83

Construction Expenditures Gross Utility Plant,

(Millions of Dollarso (Millions of Dollars)

: : i. ..

I n 2. .,j:
. . . IIn : i i |1,,i i-

.
. , , , , ,,.

": irrrH-IIH-l 1.:lillHillH
_ .

1973 74 75 76 77 78 79 80 81 82 83 1973 74 75 76 77 78 79 80 81 82 83

o

1

_ _ _ _ _ . . _ _ . . . . _ _ . . _ , , _ . . _ _ _ _ - - -- - - - - - - - - - - - - - - -



Management's Discussion and Analysis of
Financial Condition an:| Results of Operations

,

Financial Condition units are in commercial operation throughout

in 1983, as it was in 1982 and 1981, the the test year. Other factors included inflation
(since the fil, L of the last such rate increasemCompany's major problem was the financing of

its large construction program. The largest and appheauon in May 1980), the cost of money
,

foremost single project continued to be the nd the Company's ongoing construction

construction of Waterford No. 3, a nuclear Program. On February 20,1984 the LPSC

generating unit scheduled for operation in the rendered its order granting the Company
568,982JXX) m additional annual revenues. The

fourth quarter of 1984. The investment in
Waterford No. 3 at the end of 1983 amounted rder, after adverting to certain delays m the

to 52.2 billion,or approximately 99% of Con- e mmercial operation dates of Grand Gulf No. I

struction Work in Progress (CWIP). As a result and Waterford No. 3, rejected any allowances
n rates which would reflect an in-service statusof inadequate rate relief and the need to issue f r such units, and stated that a new rate filingand sell large amounts of bonds and preferred

stock to finance the annual construction should be made at an appropriate time for any
rate increase to be requested on the bas,s of thei

program, the Company's bond and preferred
stock earnings coverages were at depressed c mmercial operation of these units. The Com-

levels during this three-year period. At year. Pany is studymg the order and has not yet

end 1983, after the sale of $200 million of first determmed whether or not it will appeal
,

therefrom.mortgage bonds and $75 million of preferred
stock in early 1983 and a $50 million first
mortgage bond refunding issue in September Liquidity and Capital Resources
1983, the earnings coverage for the Company's Construction expenditures, including Allow-
first mortgage bonds was 1.70 times the annual ance for Funds Used During Construction
first mortgage bond interest requirements, and ( AFDC), totalled $1.4 billion and net funds

,

its earnings coverage for preferred stock was provided by financing transactions amounted
1.43 times the annual interest charges and to $826.6 million during the three-year period
preferred dividend requirements. Based on these 1981-1983. In addition, the Company used 5329
coverages, at that date the Company was un- million of the proceeds from the above-
able to sell any add,itional preferred stock or t mentioned settlement in 1982.
sell any additional first mortgage bonds, except Assuming adequate rate relief, the Company
such bonds ,ssued solely for refundmg outstand- estimates that its requirements for capital fundsi
mg first mortgage bonds. from external sources during the period 19M-1986

in connection with the June 1982 settlement will be approximately 5407 million, principally
of a dispute with a gas supplier (see Note 11 to for construction programs totalling $910 mil-
Financial Statements), on March 21,1983 the lion and for the payment of 5119 million of
Louisiana Public Service Commission (LPSC) maturing long-term debt and preferred stock
amended its January 17,1983 order pertaining sinking fund requirements.The ability of the
to the manner in which the Company is to Company to meet such requirements is subject
refund to its customers the funds received from to improved earnings through adequate rate
the gas supplier.'The March 21,1983 order,in relief sc that the Company's earnings cover-
effect, will permit the Company to use, pend- ages will enable the Company to sell additional
ing such refund, a portion of the settlement first mortgage bonds and preferred stock oser
proceeds in financing its continuitig construc- the period to provide funds as needed to con-
tion program. Based on this order, the Com- tinue the construction programs. Additional
pany reduced the 5412 million of additional sales of common stock to Middle South Utilities,
annual net revenues sought in a January 1983 Inc. and pollution contrcl revenue bonds, and
general rate increase application to the LPSC short-term borrowings are estimated to provide
to $309 million and withdrew'its emergency a major portion of the balance of funds from
application of 5160.8 million. Factors stated i.1 external sources. If the Company is unable to
the application ar necessitating such rate obtain the necessary rate relief, the Company i

increase include the recosery of purchased may be required to reduce, defer, or eliminate
power expenses associated with Grand Gulf certain construction expenditures.
No. I and the operating expenses of Waterford
No. 3 on the assumption that each of these

7
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Results of Operations Effects of Inflation
Net income increased 514.1 million and $23.8 Despite the reduced level of inflation in

million in 1983 and 1981, respectively, and 1983,its impact on the Company's operations
decreased 57.0 million in 1982. However, AFDC in recent years has been significant (see Note
continued to augment net income as a result of 13 to Financial Statements "Effect of Inflation
increased amounts of CWIP. Net mcome exclu- on Operations (Unauditedr).
sive of AFDC decreased $30.8 million and
$12.6 million in 1983 and 1982, respectively. Summary
and increased $24.8 million in 1981 as a result The ability of the Company to secure adequate
of a May 1981 LPSC rate order allowing cur- and timely rate relief to cover the expenses
rent earnings on a large portion of CWIP. associated with Grand Gulf No. I and Waterford

Operating revenues decreased 550.8 million No. 3 and other increased costs will have a
in 1983 primarily as a result of lower fuel costs material effect on the ability of the Company
and decreased energy sales. Mild weather con- to remain financially sound in the future, and
ditions and reduced industrial activity were the thus be able to provide the generating capacity
main factors in causing energy sales to decrease and other resources necessary to serve the
7% in 1983. For the years 1982 and 1981- present and future energy requirements of its

*

revenue increases of $77.8 million and 52M.2 customers.
million, respectively, were attributable to rate
increases received in this time period. In addition, ,

the 1981 increase is partially attributable to
increased fuel costs recovered through fuel
adjustment clauses. Changes in sales of energy
were relatively small in the years 1982 and
1981.

The net decrease in fuel and purchased
power expenses in 1983 was primarily due to a
net redue: ion in energy requirements. Fuel and
purchased power expenses increased in the
years 1981 and 1982 due to higher average unit
prices of energy costs and to large volumes of
purchased power to displace even higher cost
gas and/or oil-fueled generation. The vari-
ances in other expenses in 19831981 were
attributable to deferred fuel costs, which at
times reflected wide fluctuations in the cost of
energy, and to the eff.;ets of increased costs of
labor, materials and s.soplies and services.

For each of the ; ew 1983,1982 and 1981,
increased interest c. urges were primarily attrib-
utable to the Compaiy's issuance of additional
debt and,in 1983 and 1982, to the accrual by
the Company of interest on the portion of the
proceeds used by the Company of the above-
mentioned sett!cment entered into by the Com-
pany with a gas supplier.

8



Report of Management

The management of Louisiana Power & Light for reported financialinformation through its
Company has prepared and is responsible for audit committee, composed of outside directors.

the financial statements and related financial The audit committee meets periodically with
information included in this annual report. The management, the internal auditors, and the
financial statements are based on generally independent public accountants to discuss
accepted accounting principles consistently auditing. internal control and financial reporting
applied. Financial information included else- matters.The independent public accountants
where in this report is consistent with the and the internal auditors have free access to
financial statements. the audit committee at any time.

To meet its respomibilities with respect to The independent public accountants pro-
financial information, management maintains vide an objective assessment of the degree to
and enforces a system of internal accounting which management meets its respo ;ibility for
controls which is designed to provide reason- fairness of financial reporting. They regufarly
able assurance,on a cost effective basis, as to evaluate the system of internal accounting con-
the integrity, objectivity and reliability of the trols and perform such tests and other proce-
financial records and as to the protection of dures as they deem necessary to reach and
assets. This system includes communication express an opinion on the fa rness of the finan-
through written policies and procedures, and cial statements.,

an organization structure that provides for
appropriate division of responsibility and the Management believes that these policies and

training of personnel. This system is also tested procedures provide reasonable assurance that

by a comprehensive internal audit program. its operations are carried out with a high stand-
ard of business conduct.

The board of directors pursues its responsibih.ty

Au'ditors' Opinion

1 ouisiana Power & Light Company:

We have examined the balance sheets of
Louisiana Power & Light Company as of
December 31,1983 and 1982 and the related
statements of income, retained earnings, and
changes in financial position for each of the
three years in the period ended December 31,
1983. Our examinations were made in accor-
dance with generally accepted auditing stand-
ards and, accordingly, included such tests of
the accounting records and such other auditing
procedures as we considered necessary in the
circumstances.

In our opinion, the above mentioned financial
statements present fairly the financial position
of the Company at December 31,1983 and
1982 and the results of its operations and the
changes in its financial position for each of the
three years in the period ended December 31,
1983, in conformity with generally accepted
accounting principles applied on a consistent
basis.

New Orleans, Louisiana
February 20.1984

o
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HALANCE SIIEETS
Decemlwr 31,1983 and 1982

Assets

1983 1982
lin ' thousands)

UTILITY PLANT (Notes 4 and 71:
I'lectrie . . 51.463,856 51,385 # )7.. . . . ..

Construction work in progress
2.224.292 1.745.h54. . . ..

Nuclear fuel 4,7M 4,378.. . . . .. . . ...

Total . . . . 3.692,912 3.135A39
..

Less accumulated depreciation
522.508 468/N2.. . . . .

Utility plant-net . 3,170,4tM 2,667,747. . . . . .. .

OrilER PROPERTY ANDINVESTMENTS:
Imestment in associated company-at equity INote 4) 464)73 48,7(X).. .

Other ..
515 478

. .. .. . .. .

Total 46,588 49,178.. . . . .. . .. . ..

CURRENT ASSETS:
Cash and special deposits . 4,357 15.068. .... ... . .... . . . .. .. .
Temporary imestments-at cost,which approximates market INote 11) . 7,069 282.197..

Notes receivable
M41 1.219

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

Accounts reedvable:
Customer and other tiess allowance for doubtfut customer

accounts of 5135 thousand) . 55,738 51,349
Awiciated companies .

. . . .. . . .

197 189. . . . . .. . . .

Rueivatile from gas supplier INote 11) 250/XJO 250/XX).. . . .

th L ired fuel costs 4,577 10/T/7. . ... .. . .. . . .

M.nerials and supplies-at aserage cost . 1IJ55 12,503. .. . . . .. .
O'her . . . ,, . .. . .. . .. .

,
4,105 9.456

Total .... . .. . 338,239 632,058

DEFI RRED DElllTS:
Receindite from gas . supplier INote I!) - 250.0(X). . . .. .
t ither 3,586 3,129. . ..

.

Total
. . . 3.586 253,129.

'I OTA L , . . . 53,5%f_L7 53 #12,112. . .

See Notes to Financial Statements.
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Capitalization and Liabilities

1983 1982
tin Thousands)

CAPITALIZATION:
Common stock, no par value, authcrized 150.000.(X)0 shares: issued und out-

standing, 112.111,!00 shares in 1983 and 89.383.100 shares in 1982 iNote 26 .5 73M.900 5 588.900
Retained earnings (Note 3) . 39.898 60.981..... .. ..... . .. .

Total common shareholder's equity . . . . . . . 778.798 M9.bMI.. . . . . .

Preferred stock, without sinking fund (Note 2) . . . 145.882 145.b82
. ... . ..

Preferred stock, with sinking fund (Note 2) 240.951 169.101.. ... ..... . ..

Long-term debt iNote 3) . . . . . . I,173,453 947.596... .. . . . . .

Total 2.339.0x4 I.912A60. .. .. .. ... ..... . . .. .

CURRENT LI ABILITIES:
Notes payable (Note 5):

Associated companies . . . 100,100 -

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

Banks ....... 77.900 44.000....... .. .... ... ... . . . ..... ... ...

Currently maturing long-term debt . . . . . . 20,462 52,350
.. .. . . ... .... ... .....

Accounts payable:
Associated companies . . . . . . 48.782 32.M21.. .. . ...... . . . . .......

Other .. 56.620 79.hM4.. .. . . . . ....... ... .. .. . .. ... . .

Customer deposits 24,220 21.743.. .. . . .. ..... . .. .. . .... .. . ......

Taxes accrued . . . . . . . 4.088 2.015. ..... .... ...... .... .. ..

Accumulated deferred income taxes (Note 6) 2.216 4.M79....... ...... . ...........

Interest accrued . . . . . . . . . . . . 33.916 24.774... . .. . . ..... ......... ...

Dividends declared . . . . . . . 32.418 28.708. ...... . . ... . .. . ....

Gas contract settlement-liability to customers tNote 11) 58.884 882.535.. . ....... ....

Othe r . . . . . . . . . . . 2.010 1,7N I
.. ...... ... . . . .... .. ... .. ......

Total .......... 461,616 1.175.490.. . . .... . .... ......... . ......

DEFERRED CREDITS:
Accumulated deferred income taxes (Note 6) I15,845 109.574.......................... ..
Accumulated deferred ingestment tax credits (Note 6) 136.506 123.213.....................

Gas contract settlement-liability to customers (Note 11) . . . . . . . . . . . . . . . . . . . . 475.000 250.(XX)
25,269 25.804Othe r . . . . . . . . . . . . . ...................... .................. .

Total 752.620 508,591. ...................... . ........................

RESERVES:
Property insurance . . 4.540 4.531. .... .. ... ... ....... ... . .... .

957 IJMOInjuries and damages . . . . . . . . .. ....... ....... ... . .... ........

Tot al . . . . . . . . . . . . . . . . . . . 5.497 5.571..... .......... .............

COMMITMENTS AND CONTINGENCIES (Notes 4.7 and 11)

TCTTA L . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,5 58.817 53J02,112.......

See Notes to Financial Statements.
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STATEMENTS OF INCOME
For the yean ended December 31,1983,1982 and 1981

1983 1982 1981
lin Thomands)

OPERATING REVENUES. , $1,144.743 51,195.583 51.117,761.

OPERATING EXPENSES:
Operation:

Fuel 349,596 387.710 356,786.. . . .

Purchased power . 385.144 375.924 335,353.

Other. IfX).737 75,244 91.582
..

Maintenance 46.625 45.556 38,873,

Depreciation . 45,815 45,286 43,619. ,,
.

Taxes other than income taxes . . . . 24.756 22,685 21,216
Income taxes tNote 6) . 45.635 70,069 77,197.

Total . . 998,308 1,022,474 964,626

OPERATING INCOME . 146,435 173,109 153.135.. ..

OTilER INCOME:
Allowance for equity funds used during construction (Note IF) . 71.266 38,967 33,398
Miscellaneous income and deductions-net 6.505 7.353 8,991. .

Income taxes (Note 6) . - . . . . 22,999 12,929 13,E
Total . . IfX),770 59,249 56.171. . .

INTEREST CHARGES:
Interest on long-term debt . '

121,609 100.174 85.632.

Other interest-net (Note ll) 21.765 29,880 14.336. ... ..

Allowance for borrowed funds used during construction (Note IF) . I27,715) (15,154) I15.131)

Total.. I15,659 114,900 84 K37. . .. .

NET INCOME .5 131,546 5 117.458 5 124,469. .. . . . .

STATEMENTS OF RETAINED EARNINGS
For the years ended December 31,1983,1982 and 1981

RETAINED EARNINGS. January 1 . .. 5 60,981 5 76,995 5 65,209.. . . .

ADD-Net income 131,546 117,458 124,469.... . . . . .

Total . 192,527 194.453 189.678. . . .. .. .

DEDUCT:
Dividends-cash:

Preferred stock at prescribed rates (Note 21 44,600 33,518 28.366... ..

Common stock (per share: 1983,51.121: 1982. 51.141 and
1981.51,075) 107.786 99.789 84,136. .. ... . . ..

Capital stock expenses, etc. 243 165 181.. . . .

Total . 152,629 131,472 112 683. . .. .. . . .

RETAINED EARNINGS, December 31 (Note 3) . ,5 39,898 5 60,981 5 76,995.

See Notes to Financial Statements.
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STATEMENTS OF CIIANGES IN FINANCIAL POSITION
For the years ended December 31,1983,1982 and 1981

1983 1982 1981

FUNDS PROVIDED HY: (In 1housande
Operations:

Net income . 5131.546 5 117,458 5124,469
.

Depreciation 45.815 45.286 43,619
.. .

Deferred income taxes and imestment tax credit adiustments-net 16.401 48,703 41.600
Allowance for funds used during construction (Note IF) 198.980 (54,12 h 1.48.529).

Ti>tal funds provided by operations 95.281 15'/,326 161.159.

Othe":
Allowance for funds used during construction INote IF) 98,981 54.121 48,529

Gas contract settlement iNote Ii! - 1.132,535 -

less funds on hand or due from gas supplier INote I h . - (782,197) -

Imestment in associated company 2.627 - -
.

Decrease in working capital * 29.020 6.942 31,524

Tiital funds provided, excluding financing transactions 225.909 568.727 241,212

Financing transactions:
Common stock IN).(xK) 50.01X) 40.(xx). . . .

Preferred stock 75,(x X) 47,720 -
. .

First mortgage bonds 250,(xx) - 175,0lx)

Other long-term debt - 25 975.. .

Short term securities . 134.1x X) - __23,766
.

Total funds prmided by financing transactions . 609.t M X) 97,745 239,741.

^

li>tal funds provided . . 5834,909 5 666.472 5480,953.

FUNDS APPLIED TO: '

Utility plant additions:
Construction expenditures for utility plant .5548,495 5 9)6,722 5320,925.

Nuclear fuel . 385 516 (Il'L13). .

Total gross additions (includes allowance for funds used
daring construction) . 548.880 _ S)7.268 309,582

. .

Other:
Dividends declared on preferred stock . 44,Nx) 33.518 28,366.

Dividends declared on common stock . 107.786 99,789 84,136

investment in associated company - 6.543 6,020
. . . .

Gas contract settlement (Note !I) . . 598,651 - -

.

Less funds on hand or due from gas supplier (Note 11) . . 1525,12N - -

Miscellaneous-net . . 7,770 4,028 687. . . .

233.679 143.878 119,209Total funds applied to other . . . .

Financing transactions:
Retirement of first mortgage bonds . . 50.(xx) - 50,000. ... .. .

Retirement of other long term debt . 2,350 2.267 2.162.

. .. . . .
- 13,059 -Short term securities-net .

Tetal funds applied to financing transactions . 52,350 15,326 52,162
. .

listal funds applied . 5831.9W 5 666,472 5480,953
. . .. ..

* Working capital excludes short term securities, gas contract settlement liability to customers, current maturi-
ties of long-term debt and deferred tases included in current liabilities. The 1983 net decrease in working capital
is primarily due to a decrease in cash and special depos;ts and an increase in interest accrued. The 1982 net
decrease in working capital is primarily due to an increase in accounts payable reduced by increases in accounts
receisable and deferred fuel costs. The 1981 net decrease in working capital is primarily due to a decrea.e in
deferred fuel costs and to an increase in accounts p iyrble.

See Notes to Financial Statements.
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Notes to Financial Statements
For the years ended December 31,1983,1982 and 1981

!

1. Summary of significant D. Pension Plan

accounting policies The Company's pension plan is non-contribu-
A. System of Accounts tory and covers substar.tially all employees.

The Company's policy is to fund pension costs
The accounts of the Company are main- accrued.

tained in accordance with the system of accounts
prescribed by the Louisiana Public Service E. Incane Tues
Commission (LPSC) which substantially con- The Company joins its parent in filing a
forms to that of the Federal Energy Regulatory consolidated Federal income tax return. Income
Commission (FERC). taxes are allocated to the Company in propor-
B. Revenues tion to its contribution to the consolidated

taxable income.
The Company records revenues as billed to

its customers on a cycle billmg basis. Revenue Deferred income taxes are provided for dif-

is not accrued for energy dehvered but not ferences between book and taxable income to
billed at the end of the fiscal period. The rate the extent permitted by the regulatory bodies

schedules of the Company melude fuel adjust- for ratemaking purposes. Investment tax cred-

ment clauses under which fuel costs above er its allocated to the Company are deferred and

below the levels allowed in the various rate amortized based on the' average useful life of

schedules are permitted to be billed or required the related property beginning with the year

to be credited to customers. allowed in the consolidated tax return.

F. Allowance for Funds UsedThe Company defers on its books fuel costs
in excess of the base rates until these costs are During Construction

reflected in billings to customers pursuant to To the extent that the Company is not permit-
the fuel adjustment clause. ted by its regulatory bodies to recover in cur-

C. - Utility Plant and Depreciation rent rates the carrying costs of funds used for
construction,it capitalizes, as an appropriate

Utility plant is stated at original cost. The cost of utility plant, AFDC which is calculated
cost of additions to utility plant includes con- and recorded as provided by the regulatory
tracted work, direct labor and materials, alloca- system of accounts. Under this utility industry
ble overheads, and an allowance for the practice, construction work in progress (CWIP)
composite cost of funds used during construc- on the balance sheet is charged and the income
tion ( AFDC). The costs of units of property statement is credited for the approximate net
retired are removed from utility plant and such composite interest cost of borrowed funds and
costs plus removal costs, less salvage, are charged for a reasonable return on the equity funds
to accumulated depreciation. Maintenance and used for construction. This procedure is intended
repairs of property and the replacement of to remove from the income statement the
items determined to be less than units of effect of the ecst of financing the construction
property are charged to operating expenses. program and resufra in treating the AFDC
Substantially all of the utility plant is subject to charges in the same manner as construction
the lien of the Company's Mortgage, labor anil material costs. As non-cash items,

Depreciation is computed on the straight- these credits to the income statement have no

line basis at rates based on the estimated effect on current cash earnings. After the prop-

service lives of the various classes of property. erty is placed in service, the AFDC charged to

Depreciation provided on average depreciable e nstruction costs is recoverabte from custom-
property amounted to approximately 3.3% in ers through depreciation provisions meluded m

,

1983 and 3A% in 1982 and 1981. rates charged for utility service. For the period

14
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May 27,1981 through December 31.1983, the The Company's policy is to continue to
Company used an accrual rate of 3% on its capitalize AFDC on projects during periods of
investment in Waterford No. 3, a nuclear gen- interrupted construction when such interrup-
erating unit scheduled for operation in 1984. tion is temporary and the continuation can be
up.to an investment of 51.260.000.000, and an justified.as being reasonable under the
accrual rate of 9.40% on the remaining CWIP circumstances.
and on investments in Waterford No. 3 in excess G. hsenesof 51,260.000,000 in accordance with a rate
order from the LPSC. For the period January 1 The Company provides reserves for uninsured
1981 through May 26.1981, the Company used property psks and for claims for injuries and
an accrual rate of 5% on a portion of CWIP in damages through charges to operating expenses
the amount of $736,180,000 in accordance with on an accrual basis. Accruals for these reserves
a December 1979 LPSC rate order. and an have been allowed for ratemaking purposes.
accrual rate of 8.31% on the balance of CWIP.

2. Preferred and common stock
Preferred stock at December 31.1983 and 1982 consisted of the following:

Shares
Authortred as Shares Outstanding Current

Cumulative. $100 Par Value December 31, at December 31. Call Price
1983 1983 19R2 Per Share

Without sinking fund:
4.96% Series . . 60.000 60.000 60.000 $1M.25.. .... ...............

4.16% Series . . . . 70.000 70,n00 70.000 104.21............... .........

4.44% Se ries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,000 70,000 70.000 104.06

5.16% Series . . . . . . . . . . . . 75.000 75.000 75.000 IN.18..... ...... ......

5.40% Series . . . . . . . . . . . . . . . 80.000 80.000 80.000 103.00... ... ........

6.44% Series . . 80,000 80.000 80.000 102.92.. . . .....................

9.52% Series . . . . . . . . . . . 70,000 70.000 70.000 106.58...................

7.84% Series . . . . . . . . . . . . . 100,000 100.000 100.000 105.74..................

7.36% Series . 100.000 100.000 100,000 105.20... ................. ........

8.56% Series . . . . . . . . . . . . . . . . . . . 100.000 100.000 100,000 107.42...... .....

9.44% Series . . . 300.000 300,000 300.000 109.08............................

II.48% Series . 350.000 350,000 350,000 113.98.. . .... ......... ...... ..

Total . 1.455.000 1.455,000 1,455.000... ...... ....................

Unissued . . . . . 3,045,000 - -
................................

Total................................... 4,500,000 1,455,000 1,455,000

Cumulative. 825 Par Value

With sinking fund:
10.72% Se ries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.400.000 2.400,000 2.400.000 5 27.68
13.12% Series . . . . . . . . 1.600.000 1.600,000 1,600,000 28.28......................

15.20% Se ries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.200.000 1.200,000 1,200.000 28.80
14.72% Series . 2.000.000 2.000.000 2.000.000 28.68.. ...........................

12.64% Se ries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000,000 3.000,000 - 28.16

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.200.000 10.200.000 7.200.000
U n i ss u e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.800,000 - -

Tot al . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,000.000 10,200,000 7,200,000
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1983 1982

Without sinking fund: lin Thousands)

Stated at 5100 a share 5145.5m) 5145.5a)
Premium 382 3X2.

Total preferred stock and premium, without sinking fund 5145.882 5145.8M2

With sinking fund:
Stated at 525 a share . 5255,00) SIN)/XX). . .

Issuance expense (14,049: 110,899). . .

Total preferred stock and issuance expense, with
sinking fund . 5240.951 5169,101. . . .

The 10.72%.13.12%.15.20%.14.72% and 12.M% IwM. respectisely, and ending in the year in w hich
preferred stock issues are each subject to a sinking all of the shares of said issues have been redeemed.
fund pursuant to which the Company is obligated to 120jXM). N)JWX). N)JXX). IW)JXX) and 150.00) shares.
redeem.out of funds legally asailable therefor, respectively, at a price of $25 per share plus
commencing on July I.1984. Oetober 1.19X4, aceumulated and unpaid dividends.
November I,19M5 May I,19M7 and February 1.

The increases in the number of shares of Common and Preferred Stock outstanding during the three years
ended December 31,19M3 were as follows: Number of Shares

1983 1982 1981
Common Stock shares sold . 22.728JXX) 7.576JXX) 6J)N).700. .. .

525 Preferred Stock shares sold 3.0X)JXX) 2.000/XM) -

In September 1983 the Company sold 3.994JXX) equal to, the payment of a 526.359.WX)eash dividend
shares of its common stock. no par value, to its on its common stock.
parent company concurrently with, and for an amount

3. Long-term debt
Long-term debt at Decemlier 31,1983 ant! 1982 consisted of the fol!owing: 1983 1982

. IIn Thousands)First Mortgage ilonds:
9%% Series due 1983. .5 - 5 50/XX). . .. . .

3%% Series due 19M4. 18,000 IMJXX).. ..... . .

9 % Series due 19h6 75.000 75.000. . . . .. ..

4,%% Series due 1987. 20.000 20,000.. . . . . .. .

15%% Series due 1988 50,000 50/XX).. . . ..... . .. . ..

10A% Series due 1989. 45.000 45.000. . . .. ..

5 % Series due 1990 20JXX) 20,0 X)... .. . .. . .. . . .

16 % Series due 1991. 75.000 75.000. . . .... . . . ..

16%% Series due December 1.1991. 100.000 100.000. . . . . . .. .. ....

12 % Series due 1993. 100.000 -. .. . . .. ..... . . ... .

4%% Series due 1994. 25.000 25JKX). ... . .. . . .. . . . ...

5%% Series due 1996. . 35.000 35.000. . . . .. .. .. . ..

5%% Serics due 1997. 16,0lX) 16.000. . .. . .

6%% Series due September 1.1997 . 18JYX) 18,000.. . ..

7%% Series due 199M . . 35.000 35fxX). . . . . . . .

9&% Series due 1999. 25JXX) 25fXX). . . .. . . . . . .

9%% Series due 20l A) . 20JXX) 20JMX). ... . .. . .. . . . .

7%% Series due 2001. 25fiOO 25/xX). . . . .. . . . ... . .....

7%% Series due 2002, 25.000 25.000. . . . . . . .. ..

7%% Series due November 1. 2002 25.000 25.tX X). . .. . . .

M % Soies due 2( A13. 45.000 45.000
M%% Series due 20lki . 45jXX) 45fX10. .

M%% Series due 2006. 40jXX) 40.0tX). . . . . . . .

10 % Series due 2txth . 60/MX) 60/XX). . . . .. . . ..

13%% Series due 2009 55Ju) 55fXX).. . . . .. ... . ..

13%% Series due 2011. 100/X)0 -
. .. ..... ... .. .

13 % Series due September l. 2013. 50jM -. . . . .. .. . .. .

Total First Mortgage flonds . 1,147/XX) 947JXX). . . . . .

lo
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Other:
Principal amount of municipal revenue bond obligations.1%%H% due serially

19M-2(84, and other future oblig:itions under operating agreements . . 36.804 39.154
Pollution control and industrial deselopment resenue b(md obogations,6.40%-h%

due 198h-2(XN . 16.3(O 16.300. . . .. . .. . . . .. .

Total Other 53.104 55.454. . . . . .. ... . . .

Unamortired premium and discount en long-term debt-net . . (6.19h ,_12 W4. . .. ..

Totallong-Term Debt 1.193.915 999.946. . . ... . ........ . . .... .

Less- Amount due within one year 20,462 52.3 9).. .. . ..... ... .. ...

bmg/lerm Debt excluding Amount Due Within One Year . . . . . 11,173,453 1947,596....... .
- r.=..__

=

Sinking fund requirernents on First Mortgage Ilonds and maturities under long-term debt instruments in
effect at December 31,1983 for the years 1984 through 1988 are as follows:

} ear Sinking I"und* Staturlii d *
lin'lbousande

1984 .. S 8,790 120.462. ... . .. ... . .......... ........ . .......... . . ..
1985.. .. ...... . 11.290 2,549. . .... .. .. . ..... . ........... ...

1986.. 10.M0 77.675.. ......... . ............. ..... ....... ... ....

1987 10 140 22.774........ ... .. . . . . .... . ... ...... .... .....

19hM . 10.340 52.h32. . . .. .......... ................... ... ......

* Sinking fund requirements may be satisfied by certification of propesty additions at a rate of 167% of
such requirements.

** It is anticipated that First Mortgage llond maturities will be refinanced at maturity.

The Mortgage, which is presently more restrictive distributions to common stockholders. At December
than the Articles of incorporation, contains pro- 31,1983, all retained earnings were free from such
sisions restricting the payment of dividends or other restrictions.

4. Commitments and 2009. In addition, the Company had loaned SFI

contingencies $46.066,000 under previous loan agreements.
Notes mature in 2002 and 2008 under provi-

The Company's construction program sions of the previous loan agreements.
contemplates expenditures of approximately
5539.200,0(X) in 1984, $150,500,000 in 1985 and in connection with certain of SFI's borrow-
5220fXX)JXX)in 1986. Ing arrangements. SFI's parent companies. includ-

ing the Company, have covenanted and agreed
.The C.ompany has a 33*e m. terest in System severally in accordance with their respective

F_ uels. Inc. ISI ll, a jomtly-owned subsidiary of
the four prme; pal operating subsidiartes of shares of ownership of SFI's common stock,

s
that they will take any and all action necewary.\ liddle South Utilities, Inc. SFI operates on a to keep SFI in a sound financial condition and

non profit bsu,s for the purpose of planning to place SFl in a position to discharge, and toand implementing programs for the procure- cause SFI to discharge its obligations under
ment of fuel supphes for all of the operatmg these arrangements. At December 31,1983,
companies; its costs are pnmanly recovered the totalloan commitment under these arrange-through charges for fuel delivered. nients amounted to $295,000jXX)of which

The parent companies of SFI have agreed to 5176,471JXX) was outstanding at that date. Aho.
make loans to SFl to finance its fuel supply SFI's parent companies, including the Company,
businen under a loan agreement dated January have made similar covenants and agreements
3.19M. which prosides for SFI to borrow up to in connection with long term leases by SFl of
$125.tXX)/)00 from its parent companies through oil storage and handling facilities and coal
December 31,19M. The Company's share of hopper cars. At December 31,19M3, the aggre-
the loan commitment is $55JXX)JXX). Notes gate discounted value of these lease arrange-
under this agreement mature December 31, ments was $76,100XXX).

17



.

SFI has entered into a contract with a joint Company's stated percentage responsibilky under
venture for a supply of coal from a mine bemg the MSE Ag-m nt 4 '6 oN . Turough 1983
developed in Wyoming, which is expected to 53.3 billion had been expended by MSE on the
provide up to 185 million tons mer a period of Grand Gulf Plant's two units, the first unit of
twenty six to forty two years primarily for the which is scheduled for commercial operation
Independence Station. SFI's parent companies, in the third quarter of 19M. The Company is
including the Company,each acting in accor- required under the MSE Agreements to make
dance with their share of the ownership of its share of the 512.5 million per month advance
SFI's common stock, joined in, ratified, con- power purchase payments commencing Janu-
firmed and adopted the contract and obliga- ary 2,1984 and continuing until the earlier of
tions of SFI thereunder. Under the contract, the date the first unit of the Grand Gulf Plant is
investment in the mine for leases, plant and placed in commercial operation or December
equipment is the responsibility of the joint 31,1984.
venture. In order to limit the joint venture's
investment rights and, hence, the amount to be Ehim November 1981 the System operat-

paid to it as a component of the price of coal, ing companies entered into a realk> cation agree-

the contract prmided that SFI mvest any funds ment alk)cating the capacity and energy available
to MSE from Units Nos. I and 2 of Grand Gulffor plant and equipment in excess of a speci-

fied amount. Arkansas Power & Light Com- as follows: The Company,38.57% and 26.23%t
MP&L,31.63% and 43.97%t and New Orleanspany (AP&L), Misussippi Power & Light Public Serv. ice Inc. INOPSI),29.Nyk and 29.80%,

Company (MP&L) and Arkansas Electric Coop-
erative Corporation,as co-ownersin part of the respectiWy. T,lus aHocanon was consistent with

Independence Station, have agreed to make a pnor aHocanon of capacity and energy for
,

the investments rather than SFI and, accordingly, the Units made among the Company, MP&L

have reimbursed SFI for investments previ- and NOPSI pursuant to a memorandum of

ously made by it. Mine comtruction is nearing undmt n(hng executed by the System operat-

completion with first contract deliveries made ing companies on July 21,1980. Under the

in January,1984. n aHocation agreement the Company, MP&L
and NOPSI,in proportion to such allocations,

,

SFI executed a contract for the purchase of have agree I to anume and hold AP&L harm-
an estimated 100 million tons of coal with an less from all of the respomibilities and obliga-
option to purchase an additional 50 million tions of that company with respect to the MSE
tons of coal. By separate agreement, the Com- Agreementsand in comideration thereof. AP&L
pany guaranteed SFPs performance of the con- has relinquished its rights in the Grand Gulf
tract and agreed to purchase the coal from SFl. Plant.
The coalis to be used at the Wilton Station,

On February 3,1984, an Administrative Law
the commercial operation of which is now Judge for the Federal Energy Regulatory Com-
expected sometime in 1993. SFI has notified minion nded on a unit power sales agreement
the coal supplier of this delay and is reviewmg pursuant to which MSE had propmed to sellits
with the coal supplier powible alternatives t power from its Grand Gulf Plant to the Company,
climinate or mitigate the effect of this delay on MP&L and NOPSI. The ruling recommended
increasing the p6ee of coal, that the Company should be respons'ble for

The Company, together with the other Mid. 14% of the capacity and power from MSE's
die South System operating companies,is obli. ownership of the first unit at the station, but
gated under agreements (MSE Agreements) deferred any recommendation on the second
with Middle South Energy,Inc. (MSE)in accor. unit. The estimated cmt of the first unit is 12.7
dance with stated percentages specified therein billion. The ruling now goes to the five mem-
to make payments or subordinated advances her comminion for a decision.
adequate to cover all of the operating expemes On April 30,19M2, Middle South Services,
and certain of the capital emts of MSE. The Inc. IMSS) on behalf of the Company and the
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other Middle South System operating companies, issues,other thanun issue involving the taxability
filed for approval with the FEllC a new agree- of customer deposits, have been settled with
ment providing for the coordinated planning, the Appeals Officers. Such settlement is sub-
construction and operation of its generation ject to review and final approval which is
and transmission facilities. Rates under the expected to be received in 1984. Adequate
new agreement became effective on January I. provisions have been recorded on the books.
1983, subject to refund. Various parties have Any final liability which may remit from the
interve,ed in these proceedings. Some parties resolution of the customer deposits issue would
are contesting the method by which the agree- not have a material effect on net income
ment equalizes capacity and energy among the because income taxes on customer deposits
System operating companies and certain pro- would be normalized.
posals,if adopted,could cause material changes
in the allocation of costs among the companies. 5. Lines of credit and
Testimony was concluded in December 1983. related borrowings
On February 2,1984, htSS notified the presid-
ing AU, designated by the FERC to hear this At December 31,19M3 the Company had
proceeding, that the Company and two other $29.2 million in lines of credit with Louisiana
htSU operating companies will support an alter. banks and participated with the other hliddle
nate cost allocation method designed to bring South System operating companies in 52(X)
about a form of equalization of production million of consolidated lines of credit with
costs among the operating companies and that banks outside the htiddle South System area of
the remaining operating company will con. service. Compensating balances (approximately
tinue to support the original proposal. Subse. 5* of the commitment amounts) or equivalent
quently, the Company and two other htSU fees are required by certain of the lending
companies filed Statements of Separate Pos. banks. Additionally, the Company participates
itions pursuant to the notice filed by htSS. In with certain other companies of the hiiddle
addition the Company and the two other htSU South System in a money pool arrangement
operating companies supporting the equaliza. whereby those companies with asailable funds
tion concept have filed a proposed Offer of make short term loans to other compames m
Settlement. The matter is still pending before the System hasing short tenn borrowing require-
the AU. mentr. The Company also has arrangements

with a commercial paper dealer for the sale of
in the interest of economic efficiency, the commercial paper. The Company may borrow

Company and NOPSI are desclop ng a plan to from these sources subject only to its maxi-
consolidate the two companies and their opera' mum authorized level of short-term borrowings.

,

tions into a new company to be called leu'? The Company has receised authorization from
ana Power & Light Company. This consolidation the Securities and Exchange Commission under
is planned to occur as soon as the necessary the Public Utility lloiding Act of 1935 to have

~

regulatory and other approvals are recetved. outstanding at a3y one time short term borrow-
htSU,which currently owns all of the outstand- ings aggregating not more than the lesser of
ing common stock of the Company and NOPSI, 52tX) million or 10% of the Company's capitali-
would own all the common stock of the new zation. At the end of 1983 and 1982 the aggre-
C"* Pd"Y- gate amounts of unused lines of credit with

The Federat income tax returns for the years Louisiana banks were 529.2 million and 52M.9
1971 through 1976 have been examined by the million, respectively. The operating compa-
Internal Resenue Service (IRS) and adjust. nics had mailable at the end of 1983 and 19h2.
ments have been propmed. Formal written 5122.1 million and 556 million, respectisely,
protests have been filed and conferences have under the consolidated lines of credit.
been held with Appeals Olficers of the IRS. All

to
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The short term borrowings and the applicable interest rates (determined by dividing applicable
expense by the average amount borrowed) for the Company were as follows:

1981* 1982* 1981

(In Thousands)
Maximum borrowing . ... 5185,118 5145,793 $1%.443... .. .. ... .

Year-end borrowing . . . .... 5178.000 $ 44,000 5 57,059.. .. ... .... .. . .

Aserage borrowing:
Bankloans . 5 59,699 5 31.728 5 44,463.. . . . . .. .... . ..

Commercial paper .5 592 5 25,180 5 27.544. . ... .. .. . . .. . .....

Associated companies . 5 25.892 - -... . .. ....... .. ...

Average interest rate during the period:
Bank loans . . 9.9% 15.4 % 17.6 %. . . . . .... ..... . . ...

Commercial paper . . 9.5% 15.7% 17.6 %. . . .. .. . .

Associated companies 9.4*'. . ... ... . ..

Average interest rate at end of period:
Bank loan . I 1.0% 9.8% 14.1 %. .. .. . . . . . . ..

Commercial paper - - 14.1%.. ... . .... . .. .

Associated companies . 9.9% - -
. .. . . . .... . . .

* Computations exclude interest expense accrued on settfement agreement funds used by the Company
(see Note i11.

6. Income taxes
income tax expense is composed of the following:

1983 1982 1981

(In Thousand4

. 5 2.725 5 1.453 511,495Fed e r al . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . .

State ............... 3.010 6,974 10.320...... ... . . . ... . .

Total . . . . . . 5.735 M,437 21,815. . .. ...... . ..... . . .. .. ...

Deferred-net:
Liberalized depreciation . . . . 4.550 5.967 6.020.. . . . .. . ... .....

Deferred f uel cost . . . . . . . . . . . . . . . . (2.663) 5.336 (M.715i..... . . ... ...... ..

Other . . . . . 1.721 4,656 1,186... . .. ... ....... .. .. .. .. ........

To t a l . . . . . . . . . . . . . . . . . . . . . . . 3,N)X 15,959 (1,509).. . . .. ..

Investment tax credit adjustments-net . . . 13,293 32,744 43,109... ... . ... . . . .

Recorded income tax expense . . . . 522p36 557,110 [63rtf......... ..... .. .

Charged to operations . . ... 545.635 570.069 577.197........... ... .... .. . . ..

Credited to other income . . . . . ( 22.9991 (12.929) (11.7821.... ......... . . .. . .. .

Recorded income tax expense . . . . . . . . . . . . . . 22.636 57,140 63.415. . . ..

income tases applied against the debt component of Al DC . . . . 26,019 14,227 14.089. ..

Total income taxes . . 548,655 _571,367 577)_()4........ ... .. ........ . ..
_

Total income tases differ from the amount computed by applying the statutory Federal income tax rate to
income before taxes. The reasons for the differences are as follows:
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1981 1982 1981

% of Pre. Tau % of Pre-Tau % of Pre-Tau
Amount income Amount income Amount income

Computed at statutory rate . 570.924 46.0% $80,315 46.0% 586,427 46.0%
hiereases (reductiono in tax resulting from:

Allowance for funds used Juring
construction . (45,500) (29.5) (24.896) (14.3i (22.323) (11.9). ,

Tax savings due to filing a consolidated return . (200) (.1 ) (2,431) t 1.41 (4.300) (2.3).

State income taxes net of Federalincome tax
effect 1,895 1.2 4,652 2.7 5.484 2.9.

Other-- net . (4,483) @) (500) D (1,8736 [l.0jI. . . ,

Hecorded income tax expense . 22.636 14.7 57,140 32.7 63,415 33.7
Income taxes applied against debt component

of AFDC 26,019 12.3 14,227 5.1 14.089 4.7.

Total income taxes . 548.655 2_7.0% 571,367 3H% 577,504 3M%. ..

Unused insestment tax credits at December 31,1983 amounted to 577,903,000. These credits may be applied
against Federal income tax liabilities in future years. If not used, they will expire in 1992 through 1998.

7. Leases 8. Transactions with affiliates
The Company accounts fdr leases on the The Company buys electricity from and sells

same basis as that used by its regulatory author- electricity to the other operating subsidiaries
ity in the ratemaking process which determines of MSU,its parent, under rate schedules filed
the revenues utilized to recover the lease costs. with the FERC, in addition, the Company

in 1980, the Company entered into a sale and Purchases fuel from SFl and receives technical

leaseback of certain office buildings and related and advisory services from Middle South
Services, Inc.real properties. A gain of $13,438,000 has been

deferred and is now being amortized over the Operating revenues include revemies from
life of the lease. The lease is for a primary term sales to affiliates amounting to $25,310,000 in
of 20 years and requires minimum annual rent- 1983,530,832,000 in 1982 and $31,915,000 in
als of approximately $2,996,fXX) through 1985 1981. Operating expenses include charges from
and $3,307,000 thereafter, affiliates for fuel cost, purchased power and

technical and advisory services totalling
Rental expense amounted to approximatelv 5339,3i4,000 in 1983,5407,903,000 in 1982

.55,586,000,55,748.fX)0 and $4,839,000 in 19h3,
and 5516,380,000 in 1981.

1982, and 1981, respectively.

The Company has SEC authorization to 9. Pension plan
lease nuclear fuel up to $130,000,000. Lease The companies of the Middle South System
payments, based on nuclear fuel use, will be have various pension plans covering substan-
treated as cost of fuel. The lease, unless sooner tially all of their employees. These plans are
terminated by one of the parties, will continue administered by a trustee who is responsible
through June 1,2028. The unrecovered cost for pension payments to retirees. Various invest-
base of the least at December 31,1983,1982 ment managers have responsibility for manage-
and 1951 was t 120,332,(XX),5108,479,000 and ment of the plans' assets. In addition, an
594,078,000, respectively- independent actuary performs the necessary

Other lease commitments are not significant. actuarial valuations for the individual company
plans.
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Effective January 1,1982, the Company modi- The comparison of the actuarial present
fied the method of amortizing prior service values of accumulated plan benefits and plan
costs by changing from a fixed amortizatiory net assets for the Company's defined benefit
period of thirty years to varying amortization plan is presented below. This comparison was
periods not to exceed thirty years. The effect determined in accordance with the provisions
of this change on 1982 pension expense was not of Statement of Financial Accounting Stand-
significant. Total pension expense of the Com- ards No. 36 which requires the use of certain
pany for 1983,1982 and 1981 was 56.841.000, assumptions which are different from those
55.007,000 and $7,008.000, respectively. used by the Company's actuary in determining

an appropriate level of funding for the Company.

January 1,
1983 1982

Actuarial present value of IIn Thousands)

accumulated plan benefits:
Vested . . . . . . . . . . . . . . . . 549,759 M3,236. . . ... . . . .... . ...

Nonvested 3,876 3.234... .. . ..... . . .. . ... ..

Total... .. . .. . .... ...gjp35 546,470. .. .. . . .. ....

Net assets available for benefits . . . 5 )2,935 575,659. .............. . . .. . . .......

The assumed rate of return used in determining the actuarial present value of accumulated plan benefits
was 9%.

10. Rate increase applications commercial operation of these units. A major

As a result of the March 21,1983 LPSC p rtion of the Company's proposed increase in

order concerning the disposition of funds retail rates had been designed to cover the

received in connection with the settlement of a revenue requirements associated with commer-
cial operation of these umts. The Company isdispute with a gas supplier (see Note 11 to

Financial Statements), the Company reduced studym, g the LPSC decision and has not yet
,

determined whether or not it will appealits $412 million of additional net annual reve,
therefrom.nues sought in its January 1983 general rate

increase application to $309 million and with-
drew its emergency application of $160.8 million, The LPSC'sorderstated thatif the Company

which amount was part of and included in the c,ontmues to belteve that the commercial opera-
tion of these un,ts will require a rate increase, ai5412 million general rate increase application,

On February 20,1984, the LPSC rendered its new rate filing should be made at an appro-

decision granting the Company an increase of Priate time and that such a fih,ng will be

568,982,000 in additional annual revenues. considered in due course by the LPSC. Assum-
mg that the Company does not appeal from the

In rendering its decision, the LPSC, after order,it intends to make all necessary filings
adverting to certain delays in commercial oper- with the LPSC and to take all necessary legal
ation dates for two' nuclear units, the first unit and other action in order to obtain the rate
at MSE's Grand Gulf Plant and the Company's relief necessary to enable it to meet its obliga-
Waterford No. 3, rejected any allowance in tions t:sulting from the in-service status of
rates which would reflect the in-service status Grand Gulf No. I and Waterford No. 3, promptly
of these units, and stated that a new rate filing as these units go into commercial operation.
should be made at an appropriate time for any
rate increase to be requested on the basis of the
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11. Settlement agreement with provide in Seneral that the refunds be made as
follows: the 5587 million received by thegas supplier Company on June 4.1982, plus interest, or a

A dispute between a gas supplier and the total of 5637 million, shall be refunded in
Company arising from the gas supplier's 1983 (5621 million had been refunded through
claimed inability to deliver full quantities of December 31,1983), the 5250 million received
fuel gas due the Company under several natural in January 1983 shall be ref unded in ten equal
gas contracts was settled by the execution of installments beginning in 1984 and the 5250
a settlement agreement on June 4,1982. The million received in January 1984 shall be re-
settlement agreement provides for the payment funded in nine equal annual installments
of 51.087 billion in cash (of which 5587 million, beginning in 1985.
5250 million and $250 million were received by
the Company :n June 1982, January 1983 and Pending the decision by the LPSC,in 1982

January 1984, respectively) plus a guaranty of the Company had used approximately $329

savmgs of at least 5585 million in certain gas million of the settlement funds to repay its

acquisition costs between 1982 and 1996. On short-term borrowings incurred to finance its,

March 21,1983, the LPSC amended its order construction program and for other corporate

of Janua'Y 17,1983 (which required, among Purposes. As a result of the Li3SC order, the
Company accrued in 1983 and 1982 interestother things, that the C.ompany refund in tw

mstallments the funds received in 1982 and expense in the amounts of $11,101,000 and

1983, plus , terest earned on these funds) t 519,218,000, respectively, relating to the fundsm
used by the Company.

12. Quarterly results (unaudited)
Unaudited operating results for the four quarters of 1983 and 1982 follow:

Quarter Operatina Operating Net
l'nded Revenues Income income

fin Wasands)
19M3:

March . . .... 5267,205 533.016 523,623.. .. .. . .. ..

June .... 252,322 30,929 28,254.. .. . . .. ... . .. ..

September . 349.13M 49,177 47,373... .. ... ........ .. . ..

December . . . 276.WM 33,313 32.296.. . .. . . ...... . ..

19M2:

March . . 243.69M 42,157 26,Ml7. . . . . .. . ... .

June 271,469 40.023 26.M60.. . . ... .. . .. . . . . . .

September . 369.M31 51.135 45.611... ... . . . . . . . . .

December * 310.5M5 39,794 IM 170.. .. ... .. . . . ...

* For the month of December 19M2 net income was decreased 59.913.000 for interest expense accrued on
the settlement agreement funds received from a gas supplier on June 4,19M2 and used by the Company
(see Note iI).

The business of the Company is subject to period should not be considered as a basis for
seasonal fluctuations with the peak period estimating the results of operations for a
occurring during the summer months. Accord- full year.
ingly, earnings information for any interim
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13. Effeet of inflation on The cost of fuel used in generation has not
b"" "'"ted kom hiumical t ou in n(uninaloperations iUnauditedi
dollars. Reguhtion limits the recosery of fuel

The following supplementary inlormation costs through the operation of adjustment clauses
about the effects of changing prices on the or adjustments in basic rate schedules to actual
Company is provided in accordance with the co ts,

requirements of Statement of Financial Account- As prescribed in Statement of Financialmg Standards No. 33. Emancial Reporting and .

^ """"U"S "" ""
.

*I"''""*'"**Changing " rices". It should be viewed as an
wm not adj.usted.estimate of the effects of changing prices,

rather than as a precise measure. The regulatory commissions to which the
Company is subject allow only the historicalConstant dollar amounts represent historical
"I P '"" ' '" '""*" '""#""""*costs adjusted for the effects of general inflation.

stated m.!" ""'
P'" #'# * ""' " * "" " I I" " 'PThe effects are determined by conserting these

terms of constant dollars or eurrentcosts into dollar 3 of equal purchasing power
cost oser the historical cost of plant is notusing the Consumer Pnce Index for all Urban
presently recoverable in rates. This excess is

Consumers (Cl I U). reflected as a reduction to net recoverable
Curcent cost amounts reflect the changes in cost. While the rate-making process gives no

spe ein prices of property, plant and equip- recognition to the current cost of replacing
ment frcm the year of acquisition to the present. property, plant and equipment, the Company
The current costs of property, plant and belieses, based on past experiences, that it will
equipment,which represent the estimated costs be allowed to earn on the increased cost of its
of replacing existing plant assets, are deter- net investment when replacement of facilities
mined by applying the llandy-Whitman index actually occurs.
of Public Util;ty Construction Costs (llWI) to

To propedy refleet the economics of ratethe cost of the surviving plant by year of regulation in the Statement of income from
which are no' 3rd and certain other plant assetsOperations presented below, the reduction ofacquisition. .

meluded in HWI were converted
net property, plant and equipment to net recov-using the CPI-U, erable cost is offset by the gain from the

The difference between current cost amounts decline in purchasing power of net amounts
and constant dollar amounts results from spe- owed. During a period of inflation, holders of
cific prices of property, plant and equipment monetary assets suffer a loss of general purchas-
(as measured by the llWil changing at a rate ing power while holders of monetary liabilities
different from the rate of general inflation (as experience a gain. The gain from the decline in
measured by the CPI U). purchasing power of net amounts owed is

The current year's depreciation expense on primarily attributable to the substantial amount

the constant dollar and current cost amounts of den w hich has bun uw d to finanw property,
P ""I and equiptnent. S,ina the deprw, anonI i

of property, plant and equipment were deter-
mined by applying the reported depreciation on uns plant n k,nu,tep to the raowry of

.

hiumical costs, the tompany does not haverate of the Company to the indexed amounts.
the opportunity to reah,re a holding gain on
debt and is limited to recosery only of the
embedded cost of debt capital.
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Statement of Income from Operations and Other Financial Data
Adjusted for Effects of Changing Prices for the Year Ended December 31,19M3

e in Thousando
As Reported in Adjusted for Adjusted for

the General Changes in
l'inancial inflation Specific Prices.

Nestements (Constant Dollar 4 K urrent Costs)
Res enues* 51,144,743 11,144,743 51,144,74T

. .

Operating expenses (excluding depreciation)* . (952,493) (952,493) (952,493)

Depreciation 145,815) (106,163) (I I N,45M)
. .

Total operating expenses t 998,30M) (1,058,656) J,1 J)70,951 )

Operating income 146,435 h6,087 73,792
, ,. .

Other ineome' . 100.770 100,770 100,770
.

Interest & other charges * I115,659) 1.115,659) _ 1115,659).. . . .

Income from operations (excluding adjustment to net
recoverable cos0" . % 131,546 % 71,19M $ 58,903

. .. . . .

increase i specific prices Icurrent costsi of property,
plant and equipment held during the year'" . 5 206.985..

Adjustment to net recoverable cost . 1 136,206) 5 (49,063)
. .

Effect of increase in general price lesel . (181,M13)
.

Excess Ideficiency) in specific price,, after adjustment to
net recoserable cost, user increase in general '

(23,911)price level . . . .. .... ... .. .

Gain from decline in purchasing power of net
amounts ow ed N 1,594 hl,594

. . . . . . . . . . . ,

Net . 1 45 3M $ 57,683
. ... .. . . .. . ... ,

* Assumed to be " average for the year" dollars and thus are not restated.
" including the adjustment to net recoserable cost, income from operations on a constant dollar basis

would hase heen 534,992,000 for 1983.
"' At December 31,1983, current cost of property, plant and equipment net of accumulated depreciation

was $5,215,691,000 while historical cost or net cost recoverable through depreciation was 53 l?0,404fX10

Five Year Comparison of Selected Supplementary Financial Data
Adjusted for Effects of Changing Prices
(In Thousands of' Average 1983 Dollars)

1981 1982 1981 1980 1979

OPER ATING REVENUES i . . . . . . . 11,144,743 11.234,043 51,224,049 51,031,974 5 765,183

lilSTORICAL COST INFORMATION
ADJUSTED FOR GENER AL INFLATION
Income from operations (excluding ,

adjustment to net reemerable coso . .5 71,198 5 61,266 5 81,105 5 67,506 5 29.988
Net assets at year end at net reemerable

cost . . . $ 765,711 5 663,216 5 652,871 5 651,432 5 632.677
.. .. . ..

CURRENT COST INFORMATION
Income from operations (excluding

adjustment to net recoverable cost) .5 Sr.,413 % 47,598 5 65,376 5 55,874 5 28.6M3
.

Excess (deficiency) in specific prices, af ter
adjustment to net recoserable cost, mer
increase in general price level . . .., 5 423.911) % (5,0316 $ '115.637) 5 1187,711) 51207.152)

Net assets at year end at net reemerable
cost . .. 5 765.711 5 663.216 5 652.M71 1 651.432 % 632,677

.. . ... . ..

GENERAL INFORM ATION

Gain from decline in purchasing power of, 1net amounts owed . . . . . . 81.594 5 67,710 $ 136,999 5 183,029 $ 191,944. . ..

Ascrage consumer price index 298.4 289.1 272,4 246.8 217.4. . . .
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Record of progress 1973-1983

1983 1982 1981 1980
F.stimated population sersed 1.629,(X X) 1,NX)JX N) I,5N5fXX) I,553,(XX),

Electric customers-> ear end
Residential . 4X7,148 478,360 469,998 457,191
Commercial 53.812 52JXII 50,574 48.617
Industrial 7,503 6,618 6.655 6,M6
Other . 3,562 3.40M 3,352 3,250. .

Total electrie customers . 552.025 _ 540 387 530.579 515,9(4

Electric operating resenues (%(XXn
Residential . . 5 358,840 5 3MJX)5 5 MI,555 1 265,080
Commercial 156,822 182,981 IM,653 123,656. .

Industrial . 529,649 574,0N) 525,349 358,177.

Other . 69,432 74,537 h6,2(M 106,610
Total electric operating resenues . . 11,144,743 51,195,583 S t.117,761 5 853.523

K Wil sales (millions)
Residential . 6.274 6,429 6,405 6.398..

Commercial . 3,168 3.130 3.016 2,876. .

Industrial 11,491 12,997 13,067 11,% 3.

Other . 1,305 1,385 1,664 2,708.. .. . .

Total sales 22,238 23.941 24,152 23,945.. .

Residential customer data
Ascrage annual use-KW}l . 12,996 13,545 13,791 14,177
Aserage annual resenue per KWil 5.72c 5.66c 5.33e 4.14e,

Commercial customer data
Aserage annual use-KWil . .. 59,886 60.9t X) 60,669 60,129
Aserage annual resenue per KWil . , 5.90e 5.85c 5.46c 4.30c

Peak System demand (N1Wl 4,207 4,259 4,256 4,078..

System input qKWilin millions)
Generation 12,922 14.540 15,471 16,440. . ,

Purchased power . 10,662 10,567 9,745 8,670. , , .

Total system input 23.584 25.107 25,216 25,110. . .

Fuel cost for generation i5tXXh . 5 349,596 5 387,710 5 356,786 $ 296,820.

Generating capability (MWI 4,618 4,625 4,625 4,625.

lleat rate-IITil Per KWil generated . . 10,793 10,h00 10,681 10,753

Operating income (%(XXh , ,$ 146,435 % 173,109 % 153,135 % 116,301. .,

Net income (kXXH , 1 131,546 % i17,458 % 124.469 $ 100,676

Gross electrie plant 15(xX)) , 53,688.148 53,131.461 12.634,(X O $2,319,246

Total assets tUXXh . 13,558,817 13.602,112 12,330,201 52,07M,445.

| Capitali/ation 150lXh
leng-term debt . 11.173,453 5 947,596 $1JX)l.209 % h28,989.

Preferred stock, with sinking fund . 240.951 169.101 121,361 121,381
Preferred stock, without sinking fund 145.n82 145.h82 145,hM2 145,hX2
Common equity 77M,79M M9 kNI 615,h95 SM,109.

Total capitaliiation . 52.339,084 %1.912.460 Si,xM,367 11,660,36I.. .

Employees-> car end 2.756 2,721 2.499 2,342.



1979 1978 1977 1976 1975 1974 1973

1,509.000 1,455,0tx) 1345,000 1,3tM.(x U 1,250,000 1.225fxx) 1.t h7,000

443,527 427,938 395.479 334,213 366,242 356,479 346,08M

46,M43 44,hM 40fN6 38,632 36,166 35,014 33,839

7,162 7,518 7,651 6,5h6 5,824 5,424 5,733

3,173 3,(44 2.770 2.634 2,496 2,425 2313

500,710 483.384 445,946 432,065 410.728 399,342 387,973

5 IW,3M $ 146,326 % 124,500 5 93,712 5 87,819 % h5,791 5 78,NN

h5,983 68,32M 55.398 42,505 39,789 38,092 34,(4 9

21.',853 141 N)3 114,874 77,27M 643h6 65,264 53,453

78 276 99,918 84,179 117,782 72,840 53,605 43.085

5 557,476 1 456375 5 378.951 5 331,277 5 2M M44 5 242,752 $ 209,396

5,996 5.862 5.334 4,597 4.346 4,956 3,951

2,721 2,624 2,268 1,965 1,852 1,671 1,596

11388 9.685 9,028 8.068 6,(0) 6,133 5,823

3,I47 4,541 4,322 6,921 6,359 6,788 6,627

23,252 22,712 20,952 21,551 19.157 18,548 17,997

13,75M 14.063 13,680 12.328 12,028 11,249 11,594

3.01c 2.50c 2,33c 2.G4c 2.02c 2.17c 1,99c

59,363 60,498 57,502 53,115 51,940 48,447 47,956

3.16e 2.60c 2,44c 2.16c 2.15c 2.28e 2.13e

4,091 3.M52 3.515 3,1N) 2,883 2,692 2,563

1M,429 21,251 20,2M 21,541 18,931 17,9(M 17,832

5,860 2,799 1,401 I # 77 1,154 1,594 I.034

24,2X9 24,0;0 22.105 22,618 20,085 19,498 18.h66

% 190,226 5 168.117 % 141,236 5 135,211 5 85,134 5 76,846 1 56,597

4,612 4 d)3 4,447 4.392 4 346 3,569 3,481

10,625 10.1M5 10,202 10,036 10,19M 10.345 10.19M

S 73,861 1 69,310 5 62,556 5 59,053 5 59,629 5 59,146 5 52,636

5 65,129 % 53,744 5 44,406 5 39,227 5 43,695 5 40.hh6 % 36,946

12.069,106 %i,792,952 %i,509,785 %1,309,439 5i,172,911 %l.077.798 % 933,393

11,M42,365 11,557,157 51,208,751 51,158,262 51,051,242 5 946,933 % M14,275

$ H27,430 $ 728,74M % 566 315 5 575.h09 5 519,0hX 5 46N,987 % 3X9.186
92,990 - - - - - -

145,M82 I l0,N)9 110,N)9 h0,776 80,776 N),776 70.760
187,441 417,192 363,763 332,725 307,361 247,174 _ 231 23

$ 1,55.' 743 %1.256,749 %1.N O,XN7 % 959,310 % (M17,225 % 796,937 % 695,222

2,329 2,216 2,129 2,118 2,104 2,089 2,0'M)
,,
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Emergency Preparedness for Waterford 3
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St. Charles Parish Director of Emergency Pre- llanemann, LP&L Public Relations, seated sec-
paredness John M. "Ikey" Lucas, standing, ond from right. Others, from left: Glenda ;
reviews emergency planning procedures for Clement, Tim Vial, Barbara Barreca,and Theo
LP&L's Waterford 3 with his staff and Jack Switzer.
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St. .fohn the Baptist Civil Defense Director B. tice for Waterford 3 emergency planning. Seated
P. "Bert" Madere, lef t, observes operations in is Van Gilmore as Captain Burton Ory looks

!Cisil Defense Headquarters in Laplace prac- on.
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APPENDIX B

CITIBANK, N.A.
.

The information contained in this Appendix B has been provided by Citibank, N.A., and no assurance
can be given by the Parish of St. Charles, Louisiana, the Company or the Underwriters as to its accuracy or
completeness. Any prospective purchaser of the Bonds with questions concerning Citibank, N.A. or Citicorp
should address such questions to Citibank, N.A.,399 Park Avenue, New York, New York 10043, Attention:
Investor Relations Department.

B-1-
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Al'PENDIX B

CITIllANK, N.A.

Citibank, N.A. (the " Bank") is a wholly owned subsidiary of Citicorp, a Delaware corporation whose
principal ofTice is located in New York, New York, and is Citicorp's principal subsidiary. The Bank is a
commercial bank offering a wide range of banking and trust services to its customers in the New York City
metropolitan area, throughout the United States and around the world. As of December 31,1983, together
with its subsidiaries, it had total assets of approximately 5111 billion, total deposits of approximately 577
billion, total net loans of approximately $69 billion and stockholder's equity of approximately $6 billion.

The consolidated balance sheet of the Bank as of December 31,1983 and as of December 31,1982 is set
forth on page 37 of the 1983 Citicorp Annual Report and Form 10-K, on file with the Securities and
Exchange Commission. The Bank will provide without charge to each person to whom this Official Statement
is delivered, on the request of any such person, a copy of the 1983 Citicorp Annual Report and Form 10-K
referred to above and of the Citicorp Report on Form 10-Q for the quarter ended March 31,1984. Written
requests should be directed to: Citibank, N.A.,399 Park Avenue, New York, New York 10G13, Attention:
Investor Relations Department.
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APPENDIX C

Form of Bond CounsePs Opinion

[ Letterhead of Cox, Huppenbauer & Osborne)

- HONORABLE PARISH COUNCIL
Parish of St. Charles
Hahnville, Louisiana 70057

FIRST NATIONAL BANK OF COMMERCE
210 Baronne Street
New Orleans, Louisiana 70112 -
Attention: Trust Department

KIDDER, PEABODY & CO. INCORPORATED

MERRILL LYNCH CAPITAL MARKETS
Merrill Lynch, Pierce, Fenner & Smith Incorporated
MORGAN STANLEY & CO. INCORPORATED
HOWARD, WEIL, LABOUISSE, FRIEDRICHS INCORPORATED,

as representatives
e/o KIDDER, PEABODY & CO. INCORPORATED

10 Hanover Square
New York, New York 10005

Re: 5115,000,000 Parish of St. Charles,-

Louisiana-Adjustable / Fixed Rate Pollution
Control Revenue Bonds (Louisiana Power &
Light Company Project) Series 1984

Gentlemen: -

This is to certify that we have examined a certified transcript of the proceedings taken by the Parish
Council of the Parish of St. Charles, State of Louisiana, and other proofs in connection with the issuance, sale
and delivery of One Hundred Fifteen Million Dollars ($115,000,000) Adjustable / Fixed Rate Pollution
Control Revenue Bonds (Louisiana Power & Light Company Project) Series 1984 (the " Bonds") of the
Parish of St. Charles, State of L0uisiana (the " Issuer"). The Bonds are issuable in fully registered ferm,
mature on June 1,2014 and bear interest at the rate of 8.75% per annum from their date to and including
May 31,1987. For each 12-month period (commencing June 1,1987) thereafter, prior to the date on which
the Bonds bear interest at a fixed interest rate (as provided in the hereinafter described Indenture), the Bonds

,

will bear interest at an adjusted interest rate (as provided in the Indenture) determined on the June I
,

commencing such 12-month period. So long as the Bonds bear interest at an adjusted interest rate, owners of
Bonds will have the right to have their Bonds pu" chased at a price equal to 100% of the principal amount
thereof, plus accrued interest, on June 1 of every ear prior to and including the Fixed Rate Date (as defined
in the Indenture). In no event shall the interest rate on the Bonds exceed fifteen percent (15%) per annum
prior to the Fixed Rate Date or eighteen percent (18%) per annum on or after the Fixed Rate Date.

Under certain circumstances, the Bonds will bear interest at a fixed interest rate for the remainder of the
term thereof. After the Fixed Rate Date, owners of Bonds will no longer have the right to tender their Bonds

' for purchase and the Letter of Credit (hereinafter described) will be terminated.

The Bonds are issued initially to Kidder, Peabody & Co. Incorporated, Merrill Lynch, Pierce, Fenner &
Smith incorporated, Morgan Stanley & Co. Incorporated and Howard, Weil, Labouisse, Friedrichs
Incorporated in denominations of $28,750,000 each. The Bonds are subject to redemption prior to maturity
at the times, in the manner, at the prices and upon the terms set forth in the Indenture and in the Bonds.

C-1
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Principal of and premit.m,if any, on the Bonds are payable in lawful money of the United States of America
at the principal office of First National Bank of Commerce, in the City of New Orleans, Louisiana (the
" Trustee"), or its successor or successors, as Paying Agent, or at the principal office of any Co-Paying Agent
appointed in accordance with the Indenture, at the option of the owner of each Bond. Interest on the Bonds
is payable by check mailed to the registered address of the registered owners of the Bonds as set forth in the
Indenture.

We have also examined executed and authenticated Bond No. R-1 of said issue, an executed copy of a
Trust Indenture dated as of June 1,1984 between the Issuer and the Trustee (the " Indenture"), and filed in
the office of the Clerk of Court and Ex-Officio Recorder of Mortgages in and for the Parish of St. Charles,
State of Louisiana, for the purpose of securing the Bonds, and an executed copy of the Sale Agreement dated
as of May 1,1984 (the " Agreement") between the Issuer and Louisiana Power & Light Company, a
Louisiana corporation (the " Company"), whereby the Issuer has agreed to acquire the Project (as defined in
the Agreement) and sell the same to the Company.

We are of the opinion that the proceedings and proofs show lawful authority for the issuance and sale of
the Bonds pursuant to the Constitution and laws of the State of Louisiana, particularly Sections 991 to 1001,
inclusive, and Section 1421.1 of Title 39 of the Louisiana Revised Statutes of 1950, as amended, and pursuant
to ordinances adopted by the Parish Council of the Issuer on May 7,1984 and June 7,1984, that the Issuer is
a validly existing political subdivision of the State of Louisiana and that the Bonds, to the amount named,
have been duly authorized, executed, issued and delivered and constitute valid and binding limited
obligations of the Issuer, payable as to both principal and interest solely from and secured by a first, prior and
paramount lien on and pledge of the income and revenues to be derived by the Issuer from the sale of the
Project as provided by the Agreement and the Indenture. The Bonds are issued under and are to be equally
and ratably secured and entitled to the protection of the Indenture. Certain payments with respect to the
Bonds are to be made from funds available to be drawn by the Trustee under a Letter of Credit issued by
Citibank, N.A., in the City of New York, New York, as provided in the Indenture.

We are further of the opinion that the Indenture has been duly authorized pursuant to law, has been
properly executed.. delivered and recorded, constitutes a valid and binding pledge of the income and revenues
to be derived by the issuer from the Project in the manner provided therein, contains terms, covenants and
conditions for the protection of the security and rights of the holders of the Bonds in accordance with law,
adequate for such purpose, and constitutes a valid and legally binding agreement of the parties thereto
enforceable in accordance with its terms.

We are further of the opinion that the Agreement has been duly authorized pursuant to law, has been
properly executed and delivered by the parties thereto and recorded, constitutes a valid and legally binding
agreement enforceable in accordance with its terms (except as enforcement may be limited by judicial
discretion, the exercise of the sovereign police powers of the State of Louisiana and bankruptcy, insolvency,
reorganization, moratorium and other similar laws relating to the enforcement of creditor's rights), and that
the rights of the Issuer thereunder have been duly and legally pledged and assigned by the Issuer to the
Trustee as further security of the Bonds.

In concluding that the Project is a pollution control and solid waste disposal facility within the meaning
of Sections 103(b)(4)(E) and (F) of the Internal Revenue Code of 1954, as amended (the " Code"), we
requested and reviewed a written statement and certificate of representatives of t!'e Company, who
represented that they were familiar with the Project and the facilities of the Company in the Parish of St.
Charles. We have also relied upon the certificate of a representative of the Company with respect to the
reasonable expected economic life of the Project and the average maturity of the Bonds

C-2
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We are further of the opinion, based on existing law, including the Code, Regulations thereunder of the
Department of the Treasury of the United States (including Temporary and Proposed Regulations), rulings
and court decisions applicable to the Bonds, that interest on each such Bond earned by the holder thereof will
be exempt from all federal income taxation, except that such exemption is not applicable with respect to
interest on any Bond for any period during which such Bond is held by a person who, within the meaning of
Section 103(b) of the Code, is either a " substantial user" of the Project or a "related person", as those terms
are used in said Section 103(b). We are further of the opinion, based upon existing Louisiana statutes, that
the Bonds and income therefrom are exempt from all taxation in the State of Louisiana.

This opinion does not take into account the effect of the pending legislation described in the Official
Statement dated June 7,1984 under the heading "Pending Legislation" or any similar legislation which may
be enacted by the U.S. Congress.

Respectfully submitted,

.
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PROSPECTUS '

.

Louisiana Power & Light Company

2,000,000 Shares-

% Preferred Stock, Cumulative, $25 Par Value

Reference is made to " Description of New Preferred Stock-Redemption Provisions" herein for the terms
of a limitation on the right of the Company to redeem shares of New Preferred Stock prior to June 1,1989.
The New Preferred Stock will be entitled to a sinking fund sufficient to retire annually, commencing in June
1989, a minimum of 100,000 shares and a maximum of 200,000 shares at $25 per share plus accumulated
and unpaid dividends.

~

The Company intends to make an application to list the New Preferred Stock on the New York Stock
Exchange. Listing will be subject to meeting the requirements of such Exchange, including those relating to
distribution.

4

' TilESE SECURITIES HAVE NOT HEEN APPROVED OR DISAPPROVED BY TIIE
SECURITIES AND EXCIIANGE COMMISSION NOR IIAS TIIE COMMISSION

PASSED UPON TIIE ACCURAC1 OR ADEQUACY OF TIIIS PROSPECTUS.
ANY REPRESENTATION TO TIIE CONTRARY IS A CRIMINAL OFFENSE.

This Prospectus is to be used in connection with the Company's Letter to Prospective Purchasers for
the New Preferred Stock (" Letter"). The Company will give notice (" Notice") pursuant to the Letter, at least
two hours prior to the time proposals for the purchase of the New Preferred Stock are to be submitted, to
the firms specified in the Letter of the date, time and place for submission of proposals and the manner in
which proposals are to be submitted. In accordance with the Letter, the Company has reserved the right (a)
to delete the sinking fund provisions with respect to the New Preferred Stock and (b) to reduce from 2,000,000
the number of shares of the New Preferred Stock to be purchased from it, by means of the Notice. The
information contained in this Prospectus is qualified by, and subject to, the eff'ect thereon of any reduction
in the number of shares of the New Preferred Stock and/or deletion of the sinking fund provisions with respect
thereto.

~
-

RECENED

NUCLEAR RtiCORDQ
The date of this Prospectus is June 5,1984.

JUN 28 1984

n.& _



*

r- > .
,

q

'f f I.i -61i.?| O {-
r -

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
NEW PREFERRED STOCK OFFERED HEREBY OR ANY OTHER PREFERRED STOCK OF THE
COMPANY AT LEVEIS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH TRANSACTIONS MAY BE EFFECTED ON THE NEW YORK STOCK EX-
CHANGE, IN THE OVER THE-COUNTER MARKET, OR OTHERWISE. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

AVAILABLE INFORMATION
Louisiana Power & Light Company.(" Company") is subject to the informational requirements of the

Securities Exchange Act of 1934 (" Exchange Act") and in accordance therewith files reports and other
^

~ information with'the Securities and Exchange Commission ("SEC"). Such reports include information, as
of particular dates, concerning the Company's directors and o'licers, their remuneration, the principal holders

. of the Company's securities and any materialinterest of such persons in transactions with the Company. Such
. reports and other information can be inspected and copied at the public reference facilities maintained by
the SEC at 450 Fifth Street, N.W., Washington, D.C.; Everett McKinley Dirksen Building,219 South Dearborn
Street, Chicago, Illinois; Federal Building, 26 Federal Plaza, New York, New York; and 5757 Wilshire
Boulevard, Los Angeles, California. Copies of this material can also be obtained at prescribed rates from the
Public Reference Section of the SEC at its principal office at 450 Fifth Street, N.W., Washington, D.C. 20549.
The Company's series of 12.64% Preferred Stock is listed on the New York Stock Exchange. Reports and
other information concerning the Company can be inspected and copied at the office of such Exchange at
20 Broad Street, New York, N.Y.

- ShareholE!'ers of the Company are furnished copies of.an Annual Report to Shareholders containing
financial statements as of the end of the most recent fiscal year examined and reported upon (with an opinion
expressed) by independent certified public accountants.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE
The following documents or portions thereof are incorporated in this Prospectus by reference:

1. The Company's Annual Report on Form 10-K for the year ended December 31,1983, as filed
with the SEC pursuant to the Exchange Act.

2. . The Company's Quarterly Report on Form 10-Q for the quarter ended March 31,1984, as filed
' with the SEC pursuant to the Exchange Act.

3. , The Company's Current Report on Form 8-K, dated May 23, 1984, as filed with the SEC
pursuant to the Exchange Act.

4. The portions of the Company's 1983 Annual Report to Shareholders included under the
following captions: " Area served by LP&L", " Highlights", "To our stockholders and employees",
" Customers", " Operating Revenues", " Energy Sales", " Average KWH Use", " Construction Expendi-
tures"," Gross Utility Plant"," Management's Discussion and Analysis of Financial Condition and Results
of Operations", " Auditors' Opinion", " BALANCE SHEETS-December 31,1983 and 1982", " STATE -
MENTS OF INCOME-For the years ended December 31,1983,1982 and 1981", " STATEMENTS
OF RETAINED EARNINGS-For the years ended December 31,1983,1982 and 1981", " STATE-
MENTS OF CHANGES IN FINANCI AL POSITION-For the years ended December 31,1983,1982
and 1981", " Notes to Financial Statements-For the years ended December 31,1983,1982 and 1981",
and the information with respect' to the years 1979-1983 under the caption "Reccrd of Progress
1973-1983". The portions of the Company's 1983 Annual Report to Shareholders included under the
following captions are not incorporated in this Prospectus by reference: " Report of Management", the
information with respect to the years 1973-1978 under the caption " Record of Progress 1973-1983",
" Directors", " Officers", " Department Heads", " Division Managers" and " Emergency Preparedness for
Waterford 3"

A copy of the Company's 1983 Annual Report to Shareholders accompanies this Prospectus. The
' Company hereby undertakes to provide without charge to each person to whom a copy of this Prospectus
has been delivered, on the written or oral request of any such person, a copy of any or all of the other documents
incorporated by reference, other than exhibits to such documents. Requests should be directed to Mr. W.
IL;Tpibot, Secretary, Louisiana Power & Light Company,317 Baronne Street, New Orleans, Louisiana 70112,

p *. telepho'ne mimber: 504-595-3100. The information relating to the Company contained in this Prospectus does
n'o' purport to'be'cMprehensive and should bc read together with the information contained in the documents

"

t
~

incorporated by reference.
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SELECTED INFORNIATION

The following material, which is presented herein solely to furnish limited introductory i&ation
regarding the Company and the offering, has been selectedfrom, or is based upon, the detailed information
andfnancial statements included or incorporated by reference in this Prospectus, is quahfed in its entirety by
reference thereto and, therefore, should be read together therewith.

TIIE OFFERING
issuer . . Louisiana Power & Light Company. ... .. .

Securities Offered . 2,000,000 shares of .% Preferred Stock, Camulative,. . . . .. . .

~

525 Par Value ("New Preferred Stock")
Dividend Paym'ent Dates Quarterly, commencing August 1,1984. . .

TIIE COMPANY
Business . . Electric Utility... .

Area of Operations 46 of the 64 parishes (counties) in Louisiana. . . ..

Customers (at December 31, 1983) . 552,025

SELECFED FINANCIAL INFORNIATION
(Dallars in Thousands)

Twelve Afonths Ended

December 31, M,33
1981 1982 1983 (unenditedWI)

INCOME DATA:
Operating Revenues $1,117,761 ~ $1,195,583 51,144,743 51,145,439.

Net Income . . .. . 124,469 117,458 131,546 165,124

5tarch 31,1984
(unaudited)

Actual A4meesdf2)

BALANCE SilEET DATA:
$ 791,961 34 % $ 811,%I 32 %Common Shareholder's Equity '. .. . . .

Preferred Stock (without sinking fund) . 145,882 6- 145,882 6.

Preferred Stock (with sinking fund) . 240,951 10 290,951 11...

' Long-Term Debt (excludes current maturities) 1,172,019 50 1,287,019 51

Total . . . . . 52,350,813 {00% $2,535,813 100 %. . . .

(1) Includes the cumulative eTect ($17.6 million net of taxes) of an accounting change effective January 1,
1984 and recorded in March 1984 to provide for accrual of the non. fuel portion of estimated unbilled
revenues. See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial Information"

(2) Adjusted to reflect (i) the sale of the New Preferred Stock,(ii) the net increase in long-term debt resulting
from the proposed issuance in June 1984 of $115 millioi principal amount of pollution control revenue
bonds and (iii) the sale of $20 million of the Company's common stock to Middle South in May 1984.

3
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' - "- ~ - TIIE COhlPANY

The Company was incorporated under 'the laws of the State of Louisiana on October 15,1974 and is
N

' . successor by merger to a predecessor Louisiana Power & Light Company which was incorporated under the
j la'ws'of the State of Florida in 1927. The trierger of such predecessor corporation into the Company became

effectiYe on February 28,1975, and information and data herein with respect to a time or period on or prior
to'that'date refer to the' predecessor corpor'ation. The Company's principal executive office is located at 142

~

; Delaronde Street, New Orleans, Louisiana 70174. Its telephone number, including area code, is (504) 366-2345.-

I The Company is an electric public utility company with all ofits operations in the State of Louisiana.'
; hiiddle South Utilities, Inc. ("Aliddle South'_'), which is a reg;stered public utility holding company under

- the Public Utility IIolding Company Act of 1935 ("Ilolding Company Act"), owns all of the outstanding
- common stock,of the Company. The Company, Arkansas Power & Light Company ("AP&L"), hiississippi

Power & Light Company;("h1P&L") and New Orleans Public Service Inc. ("NOPSI") are the principal
operating subsidiaries of hiiddle South (" System operating companies"). hiiddle South owns all of the capital ~

~

' stock of hiiddle South Energy, Inc. ("h1SE"), a generating subsidiary organized in 1974 to provide financing
and ownership of certain future base load generating units, h1iddle South Services, Inc. ("h1SS"), a service
company, and Electec, Inc., a non-utility company established in December 1983. hii Jie South and its various
direct and indirect subsidiaries are referred to herein as the "hfiddle South System"

I The Company, AP&L, h1P&L and NOPSI own all the capital stock of System Fuels, Inc. ("SFl"), a
special purpose co'mpany'foimed to plan and implem'ent programs for the procurement, delivery and storage
of fuel supplies for the Aliddle South System.

_

In the interest of increased economic efficiency, the Company and NOPSI are developing a plan to
consolidate the two companies and their operations into a new company to be called Louisiana Power & Light
Company. This consolidation is planned to occur as soon as the necessary regulatory'and other approvals
'are receiv'ed hiiddle South would own all the common stock of the new company.,

,

* .,
,

,,
' . USE OF PROCEEDS

w-

The net proceeds to be received by the Company from the issuance and sale of the New Preferred Stock
will be used for the payment in part of outstanding short-term borrowings estimated not to exceed $175 million
~

at the time the sale proceeds are received, for the financing in part of the Company's construction program
and for other corporate purposes.

,

'
'

CONSTRUCTION PROGRAh! AND FUTURE FINANCING 5

The Company's 1984 construction program contemplates expenditures of approximately $539.2 million,
of which $102.8 million had been expended through Alarch 31, 1984. This estimate contemplates the
expenditure of approximately $452.1 million for production facilities, $33.0 million for transmission facilities,
$50.0 million for distribution facilities and $4.1 million for other plant. These amounts include allowance for
funds used during construction ("AFDC") of $157.9 million and exclude expenditures for nuclear fuel.

,

The Company estimates that, subsequent to the receipt of the proceeds from the sale of the New Preferred

Stock, it yvill require approximately $250 million of additional funds from external sources to finance its 1984
construction program and for other corporate purposes, and expects to obtain these funds through the sale
of up, to $115 million principal amount of pollution control revenue bonds, the sale of up to $105 million
of its common stock to hiiddle South and through the issuance and sale of such other securities, including

;,

short; term debt, as may be determined to be appropriate. In this latter connection, the Company has authority'

from the SEC under the IIolding Company Act to make short-term borrowings from time to time through
December 31,1985.in amounts at any one time outstanding of up to the lesser of $200 million or 10% of
the Company's total capitalitation through participation in the hiiddle South System money pool, by the
issuance and sale of commercial paper and by loans from banks. At April 30,1984, the Company had borrowed
$17.2 million from the hiiddle South System money pool and $123 million from banks. The proceeds of these

borrowings are used to finance construction and other corporate expenditures pending permanent financing. .;
J'

4
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Reference is made to information below concerning the ability of the Company to raise additional funds from
'

external sourc s through the sale of additional First hfortgage Bonds or Preferred Stock.

. The Company estimates that its construction expenditures during the period 1984-1986 will be
approximately $909.7 million. Of this amount, approximately $150.5 million will be spent in 1985 and $220.0

< - million in 1986 (including AFDC of $3.9 million in 1985 and $10.4 million in 1986). In addition, during the
period 1984-1986 the Company will require capital for the funding of $101 million of maturing long-term
debt, for the redemption of $18 million of Preferred Stock pursuant to sinking fund requirements and for
the funding of $243 million of deferred costs in connection with the Company's rate moderation proposal
describ' d below under "Recent Developments-Rate Atatters". During the period 1984-1986, the Companye

estimates that its requirements for capital funds from external sources will be approximately $394 million.

The Company is the owner of Unit 3 at the Waterford Steam Electric Generating Station ("Waterford
-3"), a 1,104 megawatt nuclear generating unit currently under construction at Killona, Louisiana. The,

following tabulation shows estimated construction expenditures for Waterford 3 for the periods indicated.
*

'

Scheduled
Prior to Year of

Unit 1984 1984 1985 1986 Total Cost Completion

(Dollars in StillionO

Waterford 3 (nuclear)? . $2,206.1 $437.6 $5.3 - $2,649.0 1984..,

C The costs shown above include AFDC but exclude costs of acquiring nuclear fuel. Actual expenditures
'

and date of completion may varp from the estimates because of availability of financing, changes in the
Company's plans, additions and changes required by regulatory authorities, cost fluctuations, the availability
of labor, materials and equipment, licensing and testing delays and other factors.

' The Company believes that Waterford 3 is ready for fuelloading. Although the Company has requested
a full power operating license, it is expected, based upon recent Nuclear Regulatory Commission ("NRC")
practice, that the initial license will be a "5% power license" which will permit the Company to load fuel

.

' at Waterford 3 and to operate at up to 5% of full power to conduct low power testing. Should a 5% power
operating license be granted in the second quarter of 1984, the Company will proceed with arrangements for
NRC reviews toward obtaining the full power license consistent with the start-up and power ascension
schedule. Nuclear generating units under construction have been experiencing delays during this period not

- only as a result of the testing process but also as a result of regulatory delays and opgsosition before regulators,
or otherwise, of anti-nuclear groups. Assuming that the NRC issues an operating license in the second quarter
of 1984, as expected, the Company estimates that the unit will be placed in commercial operation in the fourth

- quarter of 1984 at a total cost for such unit (excluding nuclear fuel) of $2.65 billion. Any delay in commercial' +

operation would result in the cost of Waterford 3 increasing by approximately $12.25 million per month as
a result of ongoing financing charges.

Earnings coverage requirements are contained in the Company's Mortgage and Deed of Trust, dated as
of April 1,1944, as supplemented, to The Chase National Bank of the City of New York (The Chase Manhattan
Bank (National Association), successor) and Carl E. Buckley (J. A. Payne, successor), as trustees (" Mortgage"),
and its Restated Articles of Incorporation, as amended (" Articles of Incorporation"), for the issuance of
additional First Mortgage Bonds and additional shares of Preferred Stock, respectively. Under the Mortgage,

' additional First Mortgage Bonds may not (except for the purpose of refunding maturing First Mortgage Bonds
and certain other purposes) be issued unless the adjusted net earnings of the Company (as defined in the
Mortgage) for 12 consecutive months out of the 15 months immediately preceding the issuance of the additional

~ First Mortgage Bonds shall have been at least twice the araount of the annual interest requirements on all
First Mortgage Bonds at the time outstanding, including the additional First Mortgage Bonds being issued,t

and any indebtedness of prior rank. Under the Articles ofincorporation, the Company may not, without the
consent of the holders of at least a majority of the Preferred Stock then outstanding, issue additional shares
of Preferred Stock unless the gross income of the Company (as defined in the Articles of Incorporation) for
12 consecutive months out of the 15 months immediately preceding the issuance of the additional shares shall
have been at least one and one-half times the sum of the annual interest charges on all interest-bearing
indebtedness of the Company and the annual dividend requirements on all outstanding shares of Preferred
Stock, including the additional shares being issued.

$
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'On the basis of these requirements, the First Mortgage Bond and Preferred Stock earnings coverages
. would be thcse stated in the following tabulation:

Twelve Months Ended

December 31,
,

1981 1982 1983 1984(a)

First Mortgage Bond Coverage . . .2.61 2.75 1.70 .2.12.. ... ...

Preferred Stock Coverage . 1.62 1.49 1.43 1.55(b)... ... . . .. .

(a) ' Reflects the cumula'tive effect of a change in accounting method w hich was effective as of January 1,1984.
.

: See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial Information"

(b) Adjusted to give ef"tet to (1) the proposed issuance in June 1984 of $115 million principal amount of
pollution ' control revenue bonds at an assumed annual interest rate of 9% and (2) the sale of the New
Preferred Stock at an assum-d annual dividend rate of 16%.

Although the Company's First Mortgage Bond coverage ratio at year-end 1983 and Preferred Stock
coverage ratios at year-end 1982 and 1983 set forth in the table above were below 2.00 and 1.50, respectively,
these coverages during the years 1982 and 1983 were from time to time above the required minimum earnings
coverages so thatthe Company was able to sell additional First Mortgage Bonds and Preferred Stock as needed
to contir.ue its construction program. During the period 1981 through March 31,1984, the Company sold

, $425 million of additional First Mortgage Bonds (including $50 million for refunding purposes) and $125
million of additional Preferred Stock. The amounts of additional First Mortgage Bonds and Preferred Stock#-

which may be inued in the future are contingent upon increases in earnings and the ability of the Company
to obtain adequate rate relief. Unless earnings are increased, the amounts of additional First Mortgage Bonds -
and Preferred Stock which the Company can issue may be limited.

As of A pril 30.1984, based on the coverages stated above (which give effect to the sale of the New Preferred
i Stock at an assiimed annual dividend rate of 16% and the issuance of $115 million of pollution control revenue

' bonds at an assum'ed annual interest rate of 9%, as indicated), the Company could have issued approximately
$45 million principal amount of additier.al First Mortgage Bonds at an assumed annualinterest rate of 16%

'

(plus any First Mortgage Bonds issued for refundin'g purposes) or approximately $46 million aggregate par
value of Preferred Stock in addition to the New Preferred Stock at an assumed annual dividend rate of 16%.

RECENT DEVELOPMENTSs,

Recent Operating Results

The following results of operations of th'e Company for the twelve months ended March 31,1984'and
' April '30, 1984 should be considered in conjunction with the'information appearing elsewhere in this
Prospectus, including the documents incorporated by reference in this Prospectus. In the opinion of the
Company, all adjustments (consisting of only normal recurring' accruals) necessary for a fair statement of the
results of operations for those periods have been made.

~

Twelve Months Ended Twelve Months Ended
March 31,1984 April 30.1984

(Unaudited) (Unaudited)

(Dollars In' Thousands)

Income Data (a):
Operating Revenues . $1,145,439 $1,161,136. .

165,124 171,000. Net Income ; .. . .

Ratios of Earnings to Fixed Charges and
... . . 1.76 1.81

. Preferred Dividends (b)

(a) Includes thb cumulative effect ($17.6 million net of taxes) of an accounting change effective January 1,
1984 and recorded in. March 1984 to provide for accrual of the non-fuel portion of estimated unbilled
revenues. See Note 2 of Notes to Financial Statements (Unaudited) under " Interim Financial Information"

(b) The ratios of Earnings to Fixed Charges and Preferred Dividends are calculated pursuant to item 503
- of Regulation S.K of the SEC. " Earnings" represent the aggregate of(1) net income. (2) taxes based on
income, (3) investment tax credit adjustments-net and (4) fixed charges. " Fixed Charges" represent

6
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interes:, related amortization and interest applicable to rentals charged to operating expenses. " Preferred
Dividends", as defined, are computed by dividing the preferred dividend requirement by 100% minus the
income tax rate. The corresponding ratios of Earnings to Fixed Charges and Preferred Dividends, as
computed in accordance with the foregoing, for the years 1979,1980,1981,1982 and 1983 were 1.64,
1.85,1.98,1.69 and 1.52, respectively.

NISE '

MSE was incorporated under the laws of the State of Arkansas on February 11,1974 to construct, finance
and own certain base load generating units for the operating subsidiaries of hiiddle South. MSE will operate
solely as an electric generating company, supplying power to the System operating companies, including the
Company. For information with respect to the Company's obligation to purchase power from htSE, see
"Recent Developments-Rate hiatters" and Note I of Notes to Financial Statements (Unaudited) under
" Interim Financial Information." h1SE's only activity to date has been the acquisition, financing and
construction of the Grand Gulf Nuclear Generating Station (" Grand Gulf Station"). The Grand Gulf Station
consists of two 1,250 htW boiling water reactor nuclear units under construction on the east bank of the
hiississippi River near Natchez, hiississippi. South hiississippi Electric Power Association has acquired a 10%
interest in the Grand Gulf Station from MSE. Through March 31,1984, approximately $3.44 billion had been
expended by h1SE for its 90% ownership interest in the Grand Gulf Station.

On June 16,1982, the NRC issued an operating license to load fuel at Unit I of the Grand Gulf Station
'(" Grand Gulf 1") and to operate at up to 5% of full power to conduct low power testing. Grand Gulf 1 is
in the process of completing its low power testing phase and is awaiting its full power operating license from
the NRC in order to begin power ascension testing above 5% power and ultimately to be placed in commercial
operation. MSE previously had estimated that Grand Gulf I would begin commercial operation in the fourth
quarter of 1984 at a total cost for MSE's 90% share of the unit of $2.9 billion. This estimate was based on
the assumption that htSE would receive a full power operating license for Grand Gulf I from the NRC in
the second quarter of 1984. The issuance of the full power operating license is dependent upon the resolution
of certain issues raised by the NRC. These issues include the experience level and adequacy of training of
reactor plant operators assigned to operate the facility, the reliability of the Grand Gulf I Delaval emergency
diesel eenerators and the accuracy of the Grand Gulf I Technical Specifications (which are the unit's
specifications derived from the analyses and evaluation included in the unit's safety analyses report and include,
among other things, safety limits and settings, limiting conditions for operations, surveillance requirements
and design features).

To resolve these issues, various actions have been or will be taken. htSE, with the concurrence of the
NRC, initiated a program under which all reactor operators at the facility received additional training and
the adequacy of their training to safely operate Grand Gulf t was confirmed. Furthermore, MSE has
undertaken a comprehensive review of the Grand Gulf 1 Technical Specifications and associated
documentation to verify their accuracy and their adequacy for safe operation of the unit. In this connection,
on April 18,1984, the NRC issued an order requiring certain specif.ed revisions to the Grand Gulf 1 Technical
Specifications. MP&L revised the Technical Specifications in accordance with the NRC order and restarted
the unit on April 22,1984 to conduct further low power testing. Further changes are expected to be made
to the Technical Specihcations before the unit will be authorized to operate above 5% power. Finally, due
to industry-wide problems with Delaval diesel generators, AISE submitted to the NRC a program to verify
and enhance the reliability of the Delaval diesel generators at Grand Gulf I without disassembly of a generator.
Ilowever, the NRC rejected MSE's program and on May 22, 1984 asued an order to MP&L requiring a
complete disassembly and inspection ofone of the Grand Gulf I Delaval diesel generators, while Grand Gulf I
is operating at below 5% power,in order to verify the reliability of the Grand Gulf I Delaval diesel generators.
htSE anticipates that the complete disassembly and inspection of the diesel generator will take six to eight
weeks.

11ecause of delays in resolving the Technical Specifications issue and the Delaval diesel generator issue
and the need to disassemble and inspect one such generator, MSE now estimates that full power operation
of Grand Gulf I will not be authorized by the NRC until the third quarter of 1984. As a result,it is now
estimated that the unit will not be placed in commercial operation until the first quarter of 1985 at a total
cost fer MSE's 90% share of Grand Gulf I estimated to be $3.065 billion (excluding nuclear fuel). MSE now
estimates expenditures of approximately $546.5 million m 1984, $366.3 million in 1985 and $387.9 million
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in 1986 (including AFDC)in connection with construction of the Grand Gulf Station. h!SE plans to meet
its construction and other financing requirements prior to commercial operation of Grand Gulf 1 through
the sale of pollution control revenue bonds, bank borrowings, payments from certain of the System operating
companics, including the Company, under a power purchase advance payment agreement (see Note 1 of Notes
to Financial Statements (Unaudited) under " Interim Financial Information"), short-term borrowings, sales
of common stock to hiiddle South, and such other financing as can be obtained.

Nuclear generating units under construction are experiencing delays during their test periods not only
as a result of the testing process but also as a result of regulatory delays and opposition before regulators,
or otherwise, of anti. nuclear groups. In the absence of any such major delays, it is estimated that testing of
Grand Gulf I required to achieve commercial operation after the unit is authorized to operate at full power
will take from six to seven months. Any delay in commercial operation of the unit results in the cost of htSE's
share in Grand Gulf 1 increasing by approximately $25 million per month, primarily as a result of on-going
financing charges.

h1SE has covenanted with its first mortgage bondholders that it will complete Grand Gulf I no la.ter
than December 31, 1984. In addition, the Company, h1P&L and NOPSI are obligated to begin making
payments _to htSE equal to the operating costs of Grand Gulf I and Grand Gulf 2 if Grand Gulf I is not
in commercial operation by December 31,1984. Finally, certain of the System operating companies, including
the Company, are obligated, under the power purchase advance payment agreement, to make certain payments
to htSE until the earlier of commercial operation of Grand Gulf I or December 31,1984. (See Note 1 of Notes
to Financial Statements (Unaudited) under '" Interim Financial Information"). htSE has commenced
discussions with its lenders, and has filed an application with the SEC, to change these specified dates to
December 31,1985.

Ilased upon informal discussions with the leading members of each principal creditor group, htSE believes
that all necessary approvals and consents to achieve such changes will be obtainable.
Rcte Afatters

On Apnl 30,1982, htSS, on behalf of the System operating companies, tendered for filing with the Federal
Energy Regulatory Commission ("FERC") an agreement under which the System operating companies

- proposed to engage in coordinated planning, construction and operation of generation and transmission
facilities ("New System Agreement"). On July 29,1982, the FERC accepted the New System Agreement for
filing and ordered it suspended for five months from August 1,1982. These rates under the New System
Agreement became effective, as requested by htSS, on January 1,1983, subject to refund. Various parties,
including the Louisiana Public Sersice Commission ("LPSC"), the hiississippi Public Service Commission
("h1PSC") and the Arkansas Public Service Commission ("APSC"), have intervened in the proceedmgs. The
hearing was concluded in Deember 1983, and the parties are in the process of briefing the issues preparatory
to the decision of the administrative law judge Some parties to this proceeding are contesting the method
by which the New System Agreement equaliies megawatts of reserve capacity among the System operating
companies and certain proposals could cause AP&L, and to a Icwer degree,iSe Company, to incur material
additional costs. On February 2,1984, htSS notified the administrative lav judge that .he Company, N1P&L
and NOPSI, as a result of reviewing certain of hese proposals, would support a methad or methods of alh> cation
designed to bring about a form of equalization among the System operating companies of production costs
of generating units owned by hiiddle South System companies and that AP&L would continue to support
the cost alhication method originally proposed in the New System Agreement. Accordingly, htSS will nolonger
represent the System operating companies on the iwur of production cost alkwation but will continue to
represent them on all other iwues. <

On June 18,1982, htSE tendered for filing with the FERC, as an initial rate schedule, a unit power sales
agreement (" Unit Power Sales Agreement") under which htSE would sell from its 90% share of Grand Gulf
I and Grand Gulf 2 the following percentage alhications of power: the Company,38.57% and 26.23%; h1P&L,
31.63G and 43.97%; and NOPSI,29.80% and 29.80%, respectisely. The rates and charges after commercial
operation commences are based on the cost of sersice of each unit. Various parties, including the APSC, the
LPSC, the N1PSC and the Public Sersice Commiwinn of hiiwouri, intervened in the proceedings, and some
of these intervenors are proposing, among other things, revised alk> cations of power to the System operating
companies, including an alhication of power to AP&L. On August 25,1982, the FERC accepted the Unit
Power Sales Agreement for filing and ordered that it become elTectise subject to refund upon the initiation
of service at the Grand Gulf Station. htSE has petitioned the United States Court of Appeals for the District
of Columbia Circuit for resiew of orders of the FERC requiring that the rates to be charged under the Unit
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Power Sales Agreement be subject to refund. On February 3,1984, the administrative law judge ("A LJ") issued
his initial decision in this matter. Principally, the decision recommended that N1SE's request for the use of
an automatic cost of service adjustment clause for Grand Gulf I be upheld, that a decision with respect to
Grand Gulf 2 be deferred, that MSE be granted a 16.04% return on common equity rather than the 18%
return originally requested by htSE, that AISE's proposed depreciation method be approved, that NISE's
proposed method of decommissioning Grand Gulf I be' approved but that amounts for decommissioning be
accumulated in an external fund rather than internally, that MSE's proposed method of tax normalization
be approved, that interrenors' requests for adoption of a plant availability incentive rate of return, and
requirements that htSE refile the Unit Power Sales Agreement for FERC approval every five years and levehze
rates for Grand Gulf 1, be denied and, finally, recommended a different allocation of the capacity and energy
from Grand Gulf I from that proposed by h1SE. The ALJ followed and recommended a proposal made by
the LPSC, an intervenor in the proceeding, to alkicate Grand Gulf I as follows: the Company,14%; AP&L,
36%; h1P&L,33%; and NOPSI,17%. lie stated that this allocation would cause each System operating
company to have a share of Grand Gulf I which, when added to its other nuclear capacity, i.e., Waterford+

3 and AP&L's Arkansas Nuclear One Generating Station, would result in the cost ofits aggregate nuclear
capacity being proportionate to its share of hiiddle South System demand. Ile further stated that this allocation
method would result in the costs of such capacity being more evenly distributed among the companics than

'

if htSE's proposed allocation method were used. 51SE, AP&L and other parties to this proceeding have
excepted from the decision. The matter is pending before the FERC for its decision. At this time, the Company
is unable to predict when such decision will be rendered. Reference is made to certain developments in the
New System Agreement case described above.

The effect of the ALJ's decision in the htSE proceeding and the positions of certain of the parties in the
New System Agreement proceeding would be to allocate substantially larger or smaller amounts of production

~

costs of generating units owned by Aliddle South System companies to each of the System operating companies
with consequent significant increases or decreases, as the case may be, in revenue requirements for each of
the System operating companies. The Company and the other System operating companies are seeking or
will seek retail rate relief sufficient to cover their respective revenue requirements for purchased power from
other Middle South System companies under any allocation alternative..The outcomes of these proceedings
cannot be predicted. If the Company is unable to obtain adequate and timely retail rate relief to meet its
purchased power obligations to other hiiddle South System companies, the financial condition of the Company'

would be adversely affected.

On January 24,1983, the Company filed with the LPSC a general rate increase application with respect
'

to customers under its jurisdiction, asking authorization to put into effect new retail rate schedules designed
to provide additional annual net revenues in 1984 of approximately $412 million over projected 1983 revenues<

i ,

based on the assumptions that Grand Gulf I being constructed by htSE and Waterford 3 being constructed
by the Company are in commercial operation throughout the test year and that the Company would defer
for subsequent recovery certain of the costs associated with Grand Gulf 1. In light of the LPSC order of

- hf arch 21,1983 permitting the Company to use over a ten-year period a portion of the cash proceeds received
i ' by the Company in connection with the settlement of a dispute with a gas supplier, the Company reduced

its $412 million general rate increase request to $309 million. Under date of February 20,1984, the LPSC
issued its order in the matter. The order used actual financial results for the twelve months ended June 30,
1983 as the test period and included adjustments consistent with the traditional practice of the LPSC. In
principal etrect, the order (1) after adverting to certain delays in the commercial operation dates for Grand
Gulf I and Waterford 3, rejected any allowance in rates which would reflect an in-service status for either
Grand Gulf I or Waterford 3, and stated that a new rate filing should be made at an appropriate time for
any rate increase to be requested on the basis of the commercial operation of these units; and (2) permitted'

- the Company an increase of approximately $69 million per year in its rates and charges for electric service.
A major portion of the Company's proposed increase in retail rates had been designed to cmer the revenue, o

requirements associated with commercial operation of these units. The LPSC's order stated that if the Company
continues to believe that the commercial operation of these units will require a rate increase, a new rate filing
should be made at an appropriate time and that such a filing will be considered in due course by the LPSC.

On April 12,1984, the Company filed with the LPSC an additional general rate increase application with
respect to customers under its jurisdiction. The Company requested authorization to put into effect, upon
commencement of commercial operation of Waterford 3, new retail rate schedules designed to prmide an

9
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\, annual' net' increase in revenues, based on the test y' ear ended June 30,1983, of $234,517,582. The amount
'

~

so requested was based on the additional revenue requirements of the Company after giving effect to the
f projected red _uction in fuel costs associated with nuclear generation in!the amount of approximately

! $119,845,000 an'd a rate moderation proposal. This rate moderation proposal contemplates that the Company
V, would defer the collection from customers of an aggregate of $270,000,000 of the amount otherwise recoverable

~

o
~ : by it on its investment in Waterford 3 during the first three years of commercial operation of that unit, would,

,

'i~ ~ neither defer further amounts nor recover any deferred amounts in the fourth year, and would collect such'

'

- aggregate deferred amount from customers over the following five years. The proposal further contemplates..

that the Company would fund a substantial portion ofits cash requirements in respect of the deferred amounts

" ; through external financing arrangements and would bill the related carryin' costs to customers on a current+ g

'

; basis until the deferred amount has been fully recovered. The application requested alternatively, in the event
^ hat Waterford 3 is not in commercial operation when this matter is decided, that.the LPSC grant sucht;

.

' additional rate relief as will result from a continuation of the rate-making treatment given Waterford 3 in
Lthe LPSC's February 20,1984 retail rate order. The application further requested that, in addition to the rate'

,

' relief related to Waterford 3, the LPSC iss'ae'an order prior to the in-service date of Grand Gulf 1, to be put '

tinto effect' when' that unit commences commercial operation, accepting and approving " formula rates";

proposed in the application in orddr to Provide the Company with the additional electric revenues it will need
'

to meet its purchased power expenses associated with power and energy from Grand Gulf 1. These formula
rates, if applied on the basis of the allocation to the Company of a 14% share ^ of MSE's share of the power

,,

from Grand Gulf 1, as' determined in the ALJ's initial decision in proceedings pending before the FERC,
. described above, would require a net increase in test year revenues of $81,042,000, or,if applied on the basis

:y of a 38.57% share of MSE's share of power from Grand Gulf I being allocated to the Company in such FERC
- proceedings, as originally proposed in such proceedings, would require a $261,135,000 net increase in test -

. year revenues. These amounts give effect to the projected reduction in fuel costs associated with the nucle'ar,

fuel component of such' purchased power expenses in the amounts of approximately $12,439,000 and
? $28,960,000, respectively. The Company'cannot predict what action the LPSC will take in respect of this rate

- increase application.'By law if the LPSC does not render its decision within one year from the date of filing,
i k - L the Company may;put the full emount of requested rates into effect, subject to refund.

~
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. ;- INTERIM FINANCIAL INFORMATION,

'

The folidwing unaudited condensed financial statements (which are taken from the Company's Quarterly-

Report on Form _10-Q for the quarter ended March 31,1984) should be considered in conjunction with the
- Company's audited financial statements,and related notes included in the Company's 1983 Annual Report

to Shareholders which accompanies this Prospectus. In the opinion of the Company, these unaudited condensed
fmancial statements contain all adjustments (consisting of only normal recurring accruals) necessary to a fair,

' statement of the results for the interim periods presented. Ilowever, the business of the Company is subject
,to seasonal fluctuations with the peak period occurring during the summer months. Accordingly, the results
for the interim periods presented should not be used as a basis for estimating results of operations for a full

,
year,

,
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LOUISIANA POWER & LIGilT CO51PANY

llALANCE SilEETS

Starch 31,1984 and December 31, 1983

ASSETS

1984
(L'naudited) 1983

(In Thousando

Utility Plant:
Electric 51,468,776 51,463,856

Construction work in progress . 2,319,702 2,224,292

Nuclear fuel 4,911 4,764

1 otal 3,793,389 3,692,912

Levs-Accunulated depreciation 531,175 522,508

Utility plant-net . 3,262,214 3,170,404

Other Property and Investmentt
Investment in subsidiary company-at equity 46,073 46,073

Other 524 515

Total 46,597 46,588

Current Assets:

Cash and special deposits 8,920 4,357

Temporary investments--at cost, which approximates market 8,809 7,069

Notes receivable 818 841

Accounts receivable:

Customer and other (less allowance for doubtful accounts of $135
thousand) . 52,463 55,738

Associated companies 3,584 197

Accrued unbilled revenues (Note 2) 34,530 -

Receivable from gas supplier (Note 3) - 250,000

Deferred fuel cost . 1,977 4,577

N1aterials and supplies-at average cost 9,127 11,355

Other 5,419 4,105

Total 125,647 338,239

Deferred Debits:

Power purchase advance payments (Note 1) 14,792 -

Other 3,518 3,586

Total 18,310 3,586

Total 53.452.768 53,558,817

See Notes to Financial Statements.
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. _ LOUISIANA POWER & LIGIIT CONIPANY*

- HALANCE SIIEFTS

Starch 31,1984 and December 31,1983

CAPITALIZATION AND LIABILITIES

1984
(Unauditedi 1983

(In Thousand0*

Capitalization:
Common stock, no par value, authorized 150,000,000 shares; issued and

outstanding 112,111,100 shares $ 738,900 $ 738,900
. .

Retained earnings (Note 4) . 53,061 39,898. . .. . .. . ,

Total common' shareholder's equity . 791,961 778,798.

Preferred stock without sinking fund 145,882 145,882.

Preferred stock with sinking fund 240,951 240,951.. . .

Long-term debt . 1,172,019 1,173,453. . . . .. ..

2,350,813 2,339,084Total . . . . . . . ... .

Current Liabilities:
Notes payable:

68,000 100,l00Associated companies . . .. . ..

Banks. . .. ... . . 21,101 77,900

20,509 20,462Currently maturin'g long-term debt .. . .. .

Accounts payable:
Associated companies 32,489 48,782

. . .. .. . . . .

33,275 56,620Other . . . . .. . . ... . . ..

Gas contract settlement-liability to customers (Note 3) . 56,403 58,884...

24,670 24,220Customer deposits ~ ..... . .. . . . . . .

'

13,787 4,088Taxes accrued . . . . . . . . . .. ..

Accumulated deferred income taxes 17,677 2,216.. .. ..

Interest accrued . 34,530 - 33,916.. ..... ... . .. . . ..

Dividends declared . . . . . . 40,764 32,418.. . .. .

. .. ... . ... . .. . . . 1,303 2,010Other .
~

Total 364,508 _ 461,616.......... . .. .. . .. ..

Deferred Credits:
..... . .. . . . . I17,787 115,845Accumulated deferred income taxes

136,231 136,506Accumulated deferred investment tax credits. . ...
,

Gas contract s-ttlement-liability to customers (Note 3) . 452,348 475,000... .

.... .. . . .. . .. . . 24.849 25,269Other . . .....

731,215 752,620Total . . . . . . . . . . .. . . . .

Reserves . . 6,232 5,497. .. . .. .. . ... . . . . ..

Commitments and Contingencies (Note 1)

$3,452,768 $3,558.817Total . .. . .. ..... ... . .. . . .

See Notes to Financial Statements.

.
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LOUISIANA POWER & LIGHT COMPANY

STATEMENTS OF INCOME

For the Three Months Ended March 31,1984 and 1983
(Unaudited)

1984 1983

(In Thousands)

$267,901 5267.205Operating Revenues . . . ... .. . . . .. . ..

Operating Expenses:
Operation:

73,578 75,406Fuel . . . .. ....... .. . . . . .

' Purchased power . 92,230 85,606..

Deferred fuel and other . 26,464 37,258.. . . . .. .

Maintenance 12,302 12.932. .... .. . . . .

Depreciation . . 11,907 11,433 -... .. . . ... ..,

Taxes other than income taxes 6,678 5,935. .. . . ..

Income taxes . 13.077 5,619.. . .. .

Total . 236,236- 234,189. .. ..
,

Operating income . . . .. . . . . 31.665 33,016

Other Income:.
Allowance for equity funds used during construction 22,902 14,812.

Miscellaneous income and deductions-net . . . 2,600 2,183

Income taxes-credit 7,087 4,622. ... . . ..... . . .

Total . . . 32,589 21,617.. ... .. . ... .

Interest Charges:
~ Interest on long. term debt . 31,776 26.999. .. . . .

Other interest-net . 1,810 9,771. ... . .. . .

Allowance for borrowed funds used during construction (8,906) (5,760)

Total . . 24.680 31.010. . ..,. .

s

Income Before Cumulative Effect of a Change in Accounting Method 39,574 23,623

Cumulative Effect to January 1,1984, of Accruing Unbilled Revenues (net
ofincome taxes of $16,548 thousand)(Note 2) 17,626 -

. .

Net income 5 57,200 $ 23.623. . . . . .. . . .

See Notes to Financial Statements.
.

.
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LOUISIANA POWER & l.lGIIT CO.\lPANY

STATE >lENTS OF CilANGES IN FINANCIAL POSITION

For the Three Alonths Ended Alarch 31,1984 and 1983
(Unaudited)

1984 1983
'

' (In Thousand0

Funds Provided by:
Operations:

Income before cumulative effect of a change in accounting method 5 39,574 5 23,623
Cumulative effect (Note 2) 17,626 -

57,200 23,623Net income . .. . . .

.... . .. I1,907 11,433Depreciation
Deferred income taxes and investment tax credit adjustments-net ' 17,128 (4,986)
Allowance for funds used during construction (31,808) (20,572)..

Total funds provided by operations 54,427 9,498

Other:
Funds on hand or due from gas supplier (Note 3) 248,260 419,317

Gas contract settlement (Note 3) (25,133) (415,012). .

Allowance for funds used during construction .' 31,808 20,572

Total funds provided excluding financing transactions ~ 309,362 34,375
,

Financing transactions:
Preferred stock . - 75,000.. .

First mortgage bonds - 200,(X)0. .

Total funds provided by financing transactions - 275.000.

5309,362 5309,375Total funds provided ... . . . .. .

:

Funds Applied To:
Utility plant additions:

Construction expenditures for utility plant 5102,803 5115,973. .. .

. .... .. .. . 147 49Nuclear fuel . . .
Total gross additions (includes allowance for funds used during .

102,950 116.022construction) .. . . .. . . . . .

Other:
Dividends declared on preferred stock ... I I,301 10,696.. .

32,736 - 26,636Dividends declared on common stock . . . .

-Investment in subsidiary company (Note 1) . . .
- 337

Accrued unbilled revenues . .. 34,530 -'

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

Increase in working capital * . 22,374 5,226
14,792 -Power purchase advance payments . ., . . .

. .. . . 234 2.985Miscellaneous-net
To'tal other funds applied . 115,967 45.880.. . .. ..

Financing transactions:
Retirement of other long-term debt 1,546 1,473. . .

88,899 146,000Short. term securities-net . . . . .

? - Total funds applied to financing transactions . 90,445 147,473

. . . . 5309.362 5309.375Total funds applied .
t

* Working capital do:s not include short-term securities, gas contract settlement, current maturities of.

.long-term debt, accrued unbilled revenues, or deferred taxes included in current liabilities. The 1984 net
- increase in working capital is primarily due to a decrease in accounts payable. The 1983 net increase in

working capital is primarily due to a decrease in accounts payable partially offset by a decrease in deferred
fuel cost.

See Notes to Financial Statements.
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LOUISIANA POWER & LIGilT COh1PANY

' NOTES TO FINANCIAL STATEhlENTS (Unaudited)

Note 1. Commitments and Contingencies
At h1 arch 31,1984, the Company's construction program contemplated expenditures (including AFDC)

of approximately 5539.2 million in 1984, 5150.5 million in 1985, and $220.0 million in 1986. Substantial
additional capital requirements would result in the period 1984-1986 if the Company defers certain Waterford
3 costs in accordance with the rate moderation proposal contained in the application filed with the LPSC
on April 12,1984. (See "Recent Developments-Rate hiatters".)

SFI is a jointly-owned subsidiary of the System operating companies. SFl operates on a non-profit basis
for the purpose of planning and implementing programs for the procurement of fuel supplies for the System
operating companies;its costs are primarily recovered through charges for fuel delivered. The common stock
of SFI is owned 33% by the Company,35% by AP&L,19% by h1P&L, and 13% by NOPSI.

In connection with certain of SFI's borrowing arrangements, SFI's parent companies, including the
Company, have covenanted and agreed, severally in accordance with their respective shares of ownership of
SFI's common stock, that they will take any and all action necessary to keep SFI in a sound financial condition
and to place SFI in a position to discharge, and to cause SFI to discharge, its obligations under these
arrangements. At hlarch 31,1984, the totalloan commitment under these arrangemenis amounted to $295.0
million, of which $178.1 million was outstanding. Also, SFI's parent companies have made similar covenants
and agreements in connection with long-term leases by SFI of oil storage and handlin g facilities and coal hopper
cars. At h1 arch 31,1984 the aggregate discounted value of these lease arrangements was $75.4 million.

SFI has contracted with a joint venture for a supply of coal from a mine being developed in Wyoming
which is expected to provide up to 185 million tons over a period of twenty-six to forty-two years primarily
for the Independence Steam Electric Generating Station. SFI's parent companies, each acting in accordance
with its share of the ownership of SFI, joined in, ratified, confirmed, and adopted the contract and the
obligations of SFl thereunder. Under the contract, investment in the mine for leases, plant, and equipment
is the responsibility of the joint venture. In order to limit the joint senture's investment rights and, hence,
the amount to be paid to it as a component of the price of coal, the contract provided that SFI insest any
funds for plant and equipment in excess of a specified amount. AP&L, h1P&L, and Arkansas Electric
Cooperative Corporation, as co-owners in part of the Independence Steam Electric Generating Station, have
agreed to make the investments rather than SFl and, accordingly, have reimbursed SFI for imestments
presiously made by it. hiine construction is nearing completion and first contract deliveries were made in
January 1984.

SFI has a long-term program for the acquisition, conversion, and enrichment of nuclear materials required
for the fabrication of nuclear fuel which may be utilized in any of the present or proposed hiiddle South System
nuclear generating stations. SFI has firm purchase commitments for the acquisition in 1984 of approximately
500,000 pounds of uranium in var ous stages of processing.

The parent companies of SFl have agreed to make loans to SFI to finance its fuel supply business under
a loan agreement dated January 3,1984, which provides for SFI to borrow up to 5125 million from its parent
companies through December 31,1984. As of h1 arch 31,1984, the Company had made no loans to SFI under
this agreement, and the Company's share of the unused loan commitment was S55 million. Notes under this
agreement mature December 31,2009. In addition, the Company had loaned SFI $46.1 million under presious
loan agreements. Notes mature in 2002 and 2008 under prosisions of the previous loan agreements.

In July 1980, SFI executed a contract for the purchase of an estimated 100 million tons of coal with an
option to purchase an additional 50 million tons of coal. Ily separate agreement, the Company guaranteed
SFI's performance of the contract and agreed to purchase the coal from SFl The coal is to be used at the
Wilton Steam Electric Generating Station, the commercial operation of which is now expected sometime in
1993. SFI has notified the coal supplier of this delay from the original in-service date of 1988 and is resiewing
with the coal supplier possible alternatives to eliminate or mitigate the effect of this delay on increasing the
price of coal.

htSS is deseloping a standard design for the const ruction of coal-fueled or lignite-fueled elect rie generating
stations for the Niiddle South System. As of N1 arch 31,1984, total costs incurred of 536.5 million had been
deferred, including capitalized interest costs of $4.5 million. h1SS has equipment commitments totaling
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LOUISIANA POWER & LIGilT COMPANY
.

NOTES TO FINANCIAL STATE.TIENTS (UnauditedHContinued)

approximately $282 million relating to this project. h1SS will be reimbursed by the System operating companies
for the costs of the project.

A1SE and the System operating companies (including the Company) have entered into a series of
agreements (collectively," Availability Agreement") whereby (i) MSE has agreed to complete the Grand Gulf
Station and to sell to the System operating, companies power available to h1SE from the Grand Gulf Station
under the terms of a power purchase agreement (see "Recent Developments-Rate Matters"),(ii) the System
operating companies have severally agreed to pay to h1SE (on the apportionment bases provided for in the
Availability Agreement: the Company, 26.9%; AP&L,17.1%; MP&L, 31.37c; and NOPSI, 24.7%) such
amounts as (when added to any amounts received by MSE under such power purchase agreement or otherwise)
will be at least equal to MSE's operating expenses or an equivalent amount if either unit is not in operation
(including such expenses as might be incurred by MSE for maintenance and surveillance in the event of
shutdown of either or both units), including MSE's interest charges and an amount equal to an assumed
depreciation rate for 27.4 years of 3.65% per annum applied to MSE's gross investment in the Grand Gulf
Station (exclusive ofland and land rights), (iii) the System operating companies have severally agreed to make
subordinated advances under certain circumstances to MSE in amounts equal to payments which would
otherwise be owing under the payment formula of the Availability Agreement described in (ii) above, and

_

(iv) the System operating companies have agreed that their obligations to make payments or advances to MSE
are absolute and unconditional. The requirement to make payments under (ii) abose commences on the date'

on which either unit of the Grand Gulf Station is placed in commercial operation; provided that if Grand
Gulf 1 is not placed in commercial operation prior to December 31,1984, the commencement date in respect
of both units is December 31,1984 (MSE is seeking from its principal creditor groups consent to extend the
stipulated commercial operation date and payment commencement date to December 31,1985); and provided,
further, that if Grand Gulf 1 is placed in cornmercial operation prior to December 31,1984, then, with respect
to the assumed depreciation charge related to Grand Gulf 2, the commencement date for Grand Gulf 2 is
the earlier of the date of commercial operation of Grand Gulf 2 or December 31,1988. htSE has assigned

- its rights to payments and advances from the System operating companies under the Availability Agreement
to secure its long-term borrowings. In addition, the System operating companies in June 1981 entered into
a Power Purchase Advance Payment Agreement with MSE pursuant to which the System operating companies,
severally in accordance with stated percentages specified therein (the Company,2637c; AP&L,17.17c; MP&L,
31.37c; and NOPSI,24.77c), agreed,if Grand Gulf I were not placed in commercial operation by December 31,
1983, to make advance payments to MSE for power purchases which in the aggregate total $12.5 million per
month. Such payments, adjusted to exclude AP&L as contemplated by the agreement discussed in the next
paragraph, commenced January 2,1984 and will continue until commercial operation of Grand Gulf I or'

December 31,1984, whichever occurs earlier. MSE is seeking consents to extend the payments under the Power
Purchase Advance Payment Agreement until commercial operation of Grand Gulf I or December 31,1985,
whichever occurs earlier. The Company's share of these monthly payments is $4.8 million per month.

EtTective November 1981, the System operating companies entered into a Reallocation Agreement
allocaJing the capacity and energy available to MSE from Grand Gulf I and Grand Gulf 2 to the Company,
MP&L and NOPSI, subject to change _ by mutual agreement of such companies. Under the Reallocation
Agreement the percentage allocation for MSE's share of Grand Gulf I and Grand Gulf 2 are: the Company,
38.57% and 26.23%; MP&L, 31.637c and 43.977c; and NOPSI, 29.807c and 29.807c, respectisely. This
alkication was consistent with a prior allocation of capacity and energy for Grand Gulf I and Grand Gulf
2 made among the Company, MP&L and NOPSI pursuant to a memorandum of understanding executed

- by the System operating companies on July 21,1980. Under the Reallocation Agreement, the Company, M P& L
and NOPSI,in proportion to such allocations, have agreed to assume and hold AP&L harmless from all of
the responsibilities and_ obligations of AP&L with respect to the Availability Agreement and the Power
Purchase Advance Payment Agreement and, in consideration thereof. AP&L has relinquished its rights in
the Grand Gulf Station. Each of the System operating companies, including AP&L, will, however, remain
primarily liable to MSE and its assignees for payments or advances under the Availability Agreement and
the Power Purchase Advance Payment Agreement in accordance with the respective original percentages set
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LOUISIANA POWER & LIGilT COhlPANY

NO'TES TO FINANCIAL STATEhlENTS (UnauditedHConcluded)

forth in the immediately preceding paragraph. AP&L would be obligated to make its share of the payments
or advances only if the other System operating companies were unable to meet their contractual obligations.
It was recommenced that the responsibility for 367c of the capacity and energy of Grand Gulf I be allocated
to AP&L in the initial decision of an administrative law judge acting in the FERC proceeding relating to
the sale by NISE of capacity and energy from the Grand Gulf Station pursuant to the Un'it Power Sales
Agreement. This decision, which must be reviewed by the FERC,is discussed in "Recent Developments-Rate
N1atters" above.

The Company is a member-insured under a primary property damage insurance policy provided by
Nuclear Stutual Limited, a mutual insurer. As a member-insured, the Company is subject to assessments if
losses exceed the accumulated funds available to the insurer. The present maximum assessment for incidents
occurring during a policy year is approximately $16 mi!! ion for the Company.

The Federal income tax returns for the years 1971 through 1976 have been examined by the Internal
Revenue Service ("lRS") and adjustments have been pr oposed. The principal issue is w hether customer deposits
are includable in taxable income. Formal written protests have been filed and conferences have been held with

Appeals Officers of the IRS. All issues, other than an issue involving the taxability of customer deposits, have
been settled and approved. The Company believes that adequate provisions have been recorded on the books.
Any final liability that may result from resolution of the customer deposits issue would not have a material
efreet on net income, because income taxes on customer deposits would be normalized.

In the interest ofincreased economic elliciency, the Company and NOPSI are continuing the development
of a plan to consolidate the two companies and their operations into a new company to be called Louisiana
Power & Light Company. Niiddle South, which currently owns all of the outstanding common stock of the
Company and NOPSI, would own all of the common stock of the new company.

See " Construction Program and Future Financing" and "Recent Developments-Rate hiatters" for
information regarding certain commitments and financing obligations of the Company.

Note 2. Change in Accounting Alethod

Prior to December 31,1983 the Company recognized resenue when billed. To pro $ide a better matching
of revenues and expenses, effective January 1,1984 the Company adopted, in N1 arch 1984, a change in its
accounting method to provide for accrual of the non-fuel portion of estimated unbilled revenues. Unbilled
revenues result from energy delivered since the period covered by the latest billings to customers. The
cumulative effect of this accounting change as of January 1,1984 was recorded in hfarch 1984 and increased
first quarter 1984 net income approximately $17.6 million.

Ilad this new accounting method been in etTect during 1983, the Company's net income before the
cumulative effect would have been approximately $2.0 million lower than that shown in the accompanying
financial statements.

Note 3. Settlement Agreement with Gas Supplier

During the first quarter of 1984, the Company centinued to make refunds to its customers,in accordance
with the h! arch 1983 order of the LPSC, in connection with a settlement agreement wi:h a gas supplier.
Through N1 arch 31,1984, the Company had made refunds of $646.7 million, including interest.

Note 4. Retained Earnings

The Company's N1ortgage and Articles of incorporation contain provisions restricting the payment of
cash disidends on common stock. At Nfarch 31,1984, all retained earnings were free from such restrictions.

Note 5. Rate hiatters

See "Recent Developments-Rate hiatters" regarding the Company's rate matters.
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LOUISIANA POWER & LIGIIT COhlPANY
51ANAGENIENTS DISCUSSION AND ANALYSIS OF FINANCIAL

. CONDITION AND RFSULTS OF OPERATIONS

Financial Condition

The Company's financial conditmn improved in the first quarter of 1984. This improvement is primarily
the result ofits including in net income for the quarter the cumulative effect to January 1,1984 of the following
change in accounting method. Effective January 1,1984, the Company began accruing as revenues the non-fuel
portion of charges for electric service related to energy delivered but not yet billed. (See Note 2 of Notes to
Financial Statements (Unaudited) under " Interim Financial Information".) Previously, revenues were
recorded as billed.

At h1 arch 31,1984, the earnings coverage for the Company's First hfortgage Bonds was 2.06 times the
annual mortgage bond interest requirements, and its earnings coverage for Preferred Stock was 1.64 times
the annual interest charges and preferred oMdend requirements. Based upon these coverages, which include
the cumulative effect of the above-mentioned accounting change, the Company could have issued
approximately $22 million principal amount of additional First hlortgage Bonds at an assumed annualinterest
rate of 16% (plus any First hfortgage Bonds issued for refunding purposes) or approximately $110 million
aggregate par value of additional Preferred Stock at an assumed annual dividend rate of 16%

With regard to rate matters, on April 12,1984, the Company filed with the LPSC a request for a $316
million net increase in its revenues from retail customers. The increase will be needed to provide cash earnings
that reflect the in-service status of Waterford 3 and Grand Gulf 1, which are presently scheduled for commercial

operation in the fourth quarter of 1984 and the first quarter of 1985, respectively. In connection with that
portion of the request related to Waterford 3, the Company has proposed a plan to phase into rates the costs
associated with that facility. The Grand Gulf I portion of this filing is based on the Company receiving a
14% allocation of 51SE's share of the unit, as provided in the initial decision by an administrative law judge
of the FERC. The administrative law judge's decision now goes before the FERC, which has not yet ruled
on the matter. Because the question of how much of Grand Gulf l's output will be assigned to the Company
remains unsettled, the rate application proposes a formula-type rate adjustment clause. The proposed clause

.'would permit the Company to recover non-fuel related expenses associated with buying power from Grand
Gulf 1, no matter w hat portion of the unit's output is allocated to the Company. Accordingly, if the Company
were allocated 38.57% of N1SE's share of Grand Gulf I (as initially proposed to the FERC), its total requested

net increase in revenues would be $496 million.

Liquidity and Capital Resources

Construction expenditures (including AFDC) decreased from $116 million in the first quarter of 1983
. to $102.8 million in the corresponding period in 1984. The Company satisfied its cash requirements in respect
of first quarter construction costs in part through application of a portion of the cash proceeds from a settiement
with a gas supplier and in part with funds provided from operations. In January 1984, the Company received
a third cash installment of $250 million from the gas supplier. For further information regarding the related
settlement, reference is made to Note 3 of Notes to Financial Statements (Unaudited) under " Interim Financial
Information" herein and to Note 11 of Notes to Financial Statements in the Company's 1983 Annual Report
to Shareholders, which accompanies this Prospectus.

The Company's projection of construction costs for the remaining nine months of 1984 is currently $436
million (including AFDC of $98 million). The Company's obligations in respect of cash sinking funds and
debt maturities during this period will amount to $24 million. In addition, the Company is required to make
advance power purchase payments of $4.8 million per month until the earlier of the date Grand Gulf 1 is
placed in commercial operation or December 31,1984 (h1SE is seeking to extend this date to December 31,
1985). In order to meet these and its other corporate requirements, the Company estimates that it will need
to raise from external sources during the remaining nine months of 1984 up to $320 million. To that end,
the Company currently plans to sell the New Preferred Stock, to issue and sell up to $125 million ofits common
stock to its parent, hiiddle South (of w hich $20 million of common stock was so issued and sold in hlay 1984).
to obtain up to $115 million as the proceeds from the sale of pollution control revenue bonds, and to sell
such other securities, including short. term debt, as may be appropriate. In this latter connection, the Company
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CONDITION AND RESULTS OF OPERATIONS-(Concluded)

is currently authorized to make short-term borrowings of up to the lesser of $200 million or 10% of
crnitalization, of which $89.1 mil' ion was outstanding at h1 arch 31,1984. |

Results of Operations

Net income for the first quarter of 1984 increased $33.6 million, or 142%, over the corresponding period
of 1983. The increase was due substantially to the change m accounting method mentioned above. The
cumulatise etTect of this change, after deducting income taxes, was to increase net income by $17.6 million.
In addition, the increasing amount of AFDC attributable to the continuing construction of Waterford 3
accounted for $11.2 million of the total increase in net income. Other factors contributing to the increase
included cooler than normal weather conditions, the initial efTect of a $69 million annual retail rate increase
implemented on N1 arch 2,1984, and continuing cost control measures.

The $4.8 million net increase in fuel and purchased power expenses in the first quarter of 1984 was
primarily due to a net increase in energy requirements. Deferred fuel costs decreased by $12 million during
the first quarter of 1984 reflecting the offset to the ditTerence between energy costs recorded and energy costs
recovered under the fuel adjustment clause.

Income tax expense increased in the first quarter of 1984 because the increase in pre tax book income
was greater than the otTsetting increase in recorded AFDC.

For the quarter ended hiaich 31,1984, the combined interest on long-term debt and other interest-net
decreased by $3.2 million primarily as a result of decreased interest accrual requirements by the Company
on the portion of the proceeds used by the Company of the abose-mentioned settlement entered into by the
Company with a gas supplier.

Summary

The Company believes that with the retail rate relief received in the first quarter of 1984, together with
anticipated sales of securities, the Company should be able to complete its 1984 construction program and
meet its other corporate requirements for 1984. Ilowever, the ability of the Company to secure adequate and
timely rate relief to cover the expenses associated with the in-service status of Waterford 3 and Grand Gulf I
will hase a significant etreet on the Company's ability to remain financially sound in the future, and thus be
able to proside the generating capacity and other resources nee.ssary to serve the present ard future energy
requirements of its customers.
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DESCRIPTION OF NEW PREFERRED STOCK

, General. The Articles of Inc'orporation provide for two classes of serial preferred stock of the Company,
the Preferred Stock, $100 Par Value ("$100 Preferred Stock"), and the Preferred Stock, $25 Par Value<

("$25 Preferred Stock")(the $100 Preferred Stock and the $25 Preferred Stock being herein collectisely referred

to as the " Preferred Stock"). The $100 Preferred Stock and the $25 Preferred Stock ha$e the same rank and. I

except as to those characteristics relating to par value, voting rights (including matters relating to quorums
and adjournments) and in certain other respects as to which there may be variations among series, the shares
of each series of Preferred Stocl confer equal rights upor. the holders. The respects in v hich there may be
variations as between series consist of(a) the number of shares constituting each series and the distinguishing

serial designation thereof,(b) the annual dividend rate, initial dividend payment date and the date from which
dividends shall be cumulative (c) the amounts payable on redemption, and (d) the terms and amount of sinking
fund requirements (if any) for the purchase or redemptien of shares of each series of Preferred Stock other
than the first through tenth series of the $100 Preferred Stock heretofore issued by the Company. When a
new series of the Preferred Stock is created, the number of shares constituting such series, its distinguishing

|

serial designation and its distinctive characteristics (in those limited respects as to which there may be
variations) are fixed by an amendment to the Articles ofIncorporation.The New Preferred Stock will eonstitute

a new series of the $45 Preferred Stock.

For a detailed description of the New Preferred Stock, reference is made to Articles 3 and 6 of the Articles |

of Incorporation, and to the form of proposed Articles of Amendment thereto establishing the New Preferred
Stock and fising the relative rights and preferences thereof in those limited respects as to which there may
be variations among series, which documents are filed as exhibits to the Registration Statement. Following

| is a brief description of the New Preferred Stock, which does not purport to be complete and is qualified in
I its entirety by' the foregoing references. Reference is also made to applicable Louisiana law.

Dividend Rights. The New Preferred Stock,paripassu with each other series of the Preferred Stock,
shall be entitled when and as declared by the Ik>ard of Directors, in preference to the common stock, to
dividends at the rate stated in the title thereof, payable quarterly on February 1, May 1. August 1, and
November I of each year. The first dividend payment date for the New Preferred Stock will be August I,

[ 1984, and such dividends will be cumulative from June ,1984.
|

| Redemption Provisions. Subject to certain restrictions the Company may, upon the vote of the holders
of a majority of the common stock, redeem the New Preferred Stock in whole or in part upon not less than
30 days' notice at 5 per share through June 1,19ti9,5 per share thereafter through June 1,1994,

5 per share thereafter through June 1,1999, and 5 per share thereafter, in each case together with
accumulated and unpaid dividends to the date fixed for redemption; provided, however, that no share of the
New Preferred Stock shall be redeemed prior to June 1,1989 if such redemption is for the purpose or in
anticipation of refunding such share through the use, directly or indirectly, of funds borrowed by the Company,
or thmugh the use, directly or indirectly, of funds derived through the issuance by the Company of stock
ranking prior to or on a parity with the New Preferred Stock as to dividends or assets,if such borrowed funds

! have an effective interest cost to the Company (computed in accordance with generally accepted financial

|
practice) or such stock has an effective dividend cost to the Company (so computed) of less than % per
annum.

In general, at any time when dividends payable on the Preferred Stock are in default, the Company may
not (1) make any payment, or set aside funds for payment, into any sinking fund for the purchase or redemption!'

of any shares of the Preferred Stock, or (2) redeem, purchase or otherwise acquire less than all of the shares
of the Preferred Stock,in either case unless approvalis obtained under the llolding Company Act. Any shares
of the Preferred Stock which are redeemed, purchased or acquired shall be retired and cancelled.

j . Sinking Fund for the New Preferred Stock. ' The New Preferred Stock will be subject to a sinking fund

|
pursuant to which the Company will redeem, out of funds legally available therefor, on June 1 in each year,

' commencing with the year 1989 and ending in the year in which all shares of the New Preferred Stock have
been redeemed, 100,000 shares of New Preferred Stock at a price equal to $25 per share, plus an amount equal
to the accumulated and unpaid disidends on such share. The Company's sinking fund obligation with respect
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to the New Preferred Stock during the specified period will be cumulative. The Company may, however, credit
against its sinking fund obligation for any year shares of New Preferred Stock (including shares of New
Preferred Stock optionally redeerr.ed as hereinafter set forth) redeemed in kiy manner, other than shares of
New Preferred Stock redeemed pursuant to its required sinking fund obligation, purchased or otherwise

'

- acquired, and not previously credited against such sinking fund obligation. Th.: Company will have the option
also on June 1 in each year, commencing with the year 1989, to redeem up to an additional 100,000 shares
of New Preferred Stock, at a price equal to $25 per share, plus an amount equal to the accumulated and unpaid
dividends on such share. The Company's option to redeem up to an additional 100,000 shares of New Preferred

" ~

Stock during the specified period will be non-cumulative.

Voting Rights. Except for those purposes only for which the right to wte is expressly conferred upon
the holders of the Preferred Stock, the holders of the Preferred Stock shall have no power to vote and shall
be entitled to no notice of any meeting of stockholders of the Company.

If and when dividends payable on Preferred Stock of the Company shall be in default in an amount equal
to four full quarterly payments or more per share, and thereafter until all dividends on any such Preferred

- Stock in default shall have been paid, the holders of all Preferred Stock, voting separately as a class, in such
manner that the holders of the $100 Preferred Stock shall have one vote per share and the holders of the

' $25 Preferred Stock shall have one-quarter vote per share, shall be entitled to elect the smallest number of
directors necessary to constitute a majority of the full Board of Directors, and the holders of the common
stock, voting separately as a class, shall be entitled to elect the remaining directors of the Company.

' Restrictions on Issuance of Stock; Restrictions on Altering Terms of Preferred Stock. So long as any
shares of the Preferred Stock are outstanding, the Company shall not, without the consent (given by vote
at a meeting called for that purpose) of at least two-thirds of the total number of shares of the Preferred Stock
then outstanding (for purposes of this computation each share of the $100 Preferred Stock shall count as one
share, and each share of the $25 Preferred Stock shall count as one-quarter share):

(1) Issue any.new stock which would rank prior to the Preferred Stock or issue any security
convertible into shares of any such stock except for the purpose of providing funds for the redemption
of all of the Preferred Stock then outstanding; or

''

-(2) Amend or alter any of the espress terms of the Preferred Stock then outstanding in a manner
prejudicial to the holders thereof; the increase or decrease in the authorized amount of the Preferred Stock

. or the creation, or increase or decrease in the authorized amount, of any new class of stock ranking on
a parity with the Preferred Stock shall not, for the purposes of this paragraph, be deemed to be prejudicial
to the holders of the Preferred Stock.

Restrictions on Merger, Sale of Assets, Issue of Unsecured Debt, Sale of Additional Preferred Stock. . So

long as any shares of the Preferred Stock are outstanding, the Company shall not, without the consent (given
by vote at a meeting called for that purpose) of the holders of a majority of the total number of shares of
the Preferred Stock then outstanding (for purposes of this computation each share of the $100 Preferred Stock
shall count as one share, and each share of the $25 Preferred Stock shall count as one-quarter share):

(1) Merge or consolidate with or into any other corporation, or sell or otherwise dispose of all or
substantially all of the assets of the Company, without obtaining the prior approval of regulatory authority
of the United States under the provisions of the IIolding Company Act; or-

'(2) Issue or ~ assume any unsecured indebtedness for purposes other than (i) the refunding of
outstanding unsecured indebtedness theretofore issued or assumed by the Company, (ii) the reacquisition,
redemption or other retirement of any indebtedness which has been authorized by regulatory authority
of the United States under the provisions of the IIolding Company Act, or (iii) the reacquisition,
redemption or other retirement of all outstanding shares of the Preferred Stock, or preferred stock ranking
prior to, or paripassu with, the Preferred Stock. ifimmediately after such issue or assumption, the total
principal amount of all unsecured indebtedness issued or assumed by the Company, including unsecured
indebtedness then to be issued or assumed (but cxcluding the principal amount then outstanding of any
unsecured indebtedness having a' maturity in excess of ten years and in amount not exceeding 10% of
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the aggregate of(a) and (b) below) would exceed 10% of the aggregate of(a) the total principal amount
of all bonds or other securities representing secured indebtedness issued or assumed by the Company
and then to be outstanding, and (b) the capital and surplus of the Company as then to be stated on the
books of account of the Company. When unsecured debt of a maturity in excess of ten years shall become
of a maturity of ten yects or less,it shall then be regarded as unsecured debt of a mamri' of less than
ten years and shall be computed with such debt for the purpose of determining the peru ,tage ratio to
the sum of (a) and (b) above of unsecured debt of a maturity of less than ten years, and when provision,

shall have been made, whether through a sinking fund or otherwise, for the retirement, prior to its
maturity, of unsecured debt of a maturity in excess of ten years, the amount ofany such security so required
to be retired in less than ten years shall be regarded as unsecured debt of a maturity of less than ten
years (and not as unsecured debt of a maturity in excess of ten years) and shall be computed with such
debt for the purpose of determining the percentage ratio to the sum of(a) and (b) above of unsecured
debt of a maturity ofless than ten years, provided, however, that the payment due upon the maturity
of unsecured debt having an original single maturity in excess of ten years or the payment due upon the
latest maturity of any serial debt which had original maturities in excess of ten years shall not, for purposes
of this provision, be regarded as unsecured debt of a maturity ofless titan ten years until such payment
or payments shall be required to be made within five years (provided that the words "five years" shall
read "three years" when none of the 4.96% Preferred Stock remains outstanding); furthermore, when
unsecured debt of a maturity of less than ten years shall exceed 10% of the sum of (a) and (b) above,
no additional unsecured debt shall be issued or assumed (except for the purposes set forth in (i), (ii) and
(iii) above) until such ratio is reduced to 10% of the sum of (a) and (b) above; or

(3) Issue, sell or otherwise dispose of any shares of the Preferred Stock, or of any other class of
stock ranking on a parity with the Preferred Stock as to dividends or in liquidation, dissolution, winding
up or distribution (a), so long as any of the 4.96% Preferred Stock remains outstanding, unless the net
income of the Company available for dividends for a period of 12 consecutive calenuar months within
the 15 calendar months immediately preceding the issnance, sale or disposition of such stock, is at least
equal to twice the annual dividend requirements on all outstanding shares of the Preferred Stock and
of all other classes of stock ranking prior to or on a parity with the Preferred Stock, including the shares
proposed to be issued, and (b), so long as any Preferred Stock remains outstanding, unless the gross income
of the Company for such period available for the payment ofinterest shall have been at least 1% times
the sum of the annual interest charges on all interest bearing indebtedness of the Company and the annual
dividend requirements on all outstanding Preferred Stock and of all other classes of stock ranking prior
to, or on a parity with, the Preferred Stock including the shares proposed to be issued, and (c) unless
the aggregate of the capital of the Company applicable to the common stock and the surplus of the
Company shall be not less than the aggregate amount payable on the involuntary dissolution, liquidation
or winding up of the Company in respect of all shares of the Preferred Stock and all shares of stock,
if any, ranking prior thereto, or on a parity therewith, as to dividends or distributions, which will be
outstanding after the issue of the shares proposed to be issued.

Liquidation Rights. In the event of any voluntary liquidation, dissolution or winding up of the Company,
the Preferred Stock shall have a preference over the common stock until an amount equal to the then current
redemption price shall have been paid. In the event of any involuntary liquidation, dissolution or winding
up of the Company, the Preferred Stock shall also have a preference over the common stock until the par
value thereof($25 in the case of the New Preferred Stock) plus accumulated and unpaid dividends shall have
been paid.

. Pre-emptive or Other Subscription Rights. - No holder of any stock of the Company shall be entitled
as cf right to purchase or subscribe for any part of any stock of the Cqmpany or of any additional stock cf
any class to be issued by reason of any increase of the' authorized capital stock of the Company.

Liability to Further Calls and to Assessment. All of the New Preferred Stock will be validly issued
and fully paid and non-assessable upon receipt by the Company of the purchase price thereof.

Limitations on Payment of Common Stock Dividends. The Articles ofIncorporation in effect restrict
the payment of dividends on common stock to 75% of net income available for common stock dividends if
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the percentage of common stock equity to total capitalization, as defined, is between 20% and 25%, and to<

50% of such net income if such percentage is less than 20%. At any time when common stock equity is 25%
or more of total capitalization, the Company may not declare dividends on the common stock which would
reduce common stock equity below 25% of total capitalization, except as hereinbefore provided. Certain other
limitations on payment of common stock dividends also exist in the Articles of Incorporation. Certain
limitations on payment of common stock dividends exist in the Company's Mortgage.

-Listing; Transfer Agent and Registrar. The Company intends to make an application for the listing
of the New Preferred Stock on the New York Stock Exchange. Listing will be subject to meeting the
requirements of such Exchange, including those relating to distribution. The transfer agent for the New
Preferred Stock is Bradford Trust Company, New York, New York, and the registrar is Chemical Bank, New
York, New York.

Middle South Dividend Reinvestment and Stock Purchase Plan. Holders of record of the Company's
Preferred Stock are eligible to participate in the Middle South Dividend Reinvestment and Stock Purchase
Plan ("DRP"). Such shareholders may (a) have cash dividends on all or a portion of their shares of Preferred
Stock automatically reinvested in shares of Middle South's Common Stock and invest by making optional
cash payments or (b) continue to receive their cash dividends on shares of Preferred Stock registered in their
names and invest in Middle South's Common Stock by making optional cash payments only. Under the DRP,
the price of shares of Middle South's Common Stock purchased through reinvestment of cash dividends is
95% of the average of the daily high and low sale prices of the Common Stock, based on consolidated trading
of the Common Stock for the period of the last three days on which Common Stock was traded immediately
preceding the date ofinvestment, and optional cash payments are invested at a price of 100% of such average.
Beneficial ~ owners of the Company's Preferred Stock also may participate in the DRP under certain
circumstances. No commission or service charge is paid by participants in connection with purchases under
the DRP. Participation in the DRP is offered only by means of a separate prospectus.

EXPERTS AND LEGALITY

The Company's financial statements and supplemental schedules incorporated by reference in this
' Prospectus, except to the extent described below, have been examined by Deloitte Haskins & Sells, independent
Certified Public Accountants, as stated in their opinions included or incorporated by reference in the Annual
Report of the Company on Form 10-K for the year an&d December 31,1983, incorporated by reference herein,
and have been so incorporated by reference in reliance upon such opinions given upon their authority as experts

-in auditing and accounting.

With respect to unaudited interim financial information included under " Interim Financial Information"
herein and in the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 1984,

~

incorporated herein by reference, Deloitte Haskins & Sells has applied limited procedures in accordance with
professional standards for a review of such information. However, as stated in their report included in such
_ Quarterly Report on Form 10-Q incorporated by reference herein, they did not audit and do not express an
opinion, on that interim financial information. Accordingly, the degree of reliance on their report on such
information should be restricted in light of the limited nature of the review procedures applied. Deloitte Haskins
& Sells is not subject to the liability provisions of Section iI of the Securities Act of 1933 for their report
on _the un' udited interim financial information because that report is not a " report" or "part" of thea

Registration Statement prepared or certified by an accountant within the meaning of Sections 7 and 1I or
that Act.

The statements as to matters of law and legal conclusions made under " Description of New Preferred
Stock" herein have been reviewed by Monroe & Lemann (A Professional Corporation), General Counsel for
the Company, and by Reid & Priest, and are set forth herein in reliance upon the opinions of said firms,
respectively, and upon their authority as experts. The statements made under "Recent Developments-Rate
Matters" herein and in the above referred to Annual Report on Form 10-K and Quarterly Report on Form
'10-Q, which are incorporated herein by reference, in each case as to matters oflaw and legal conclusions
pertaining to titles to properties, franchises and other operating rights of the Company, regulations to which
the Company is subject and any legal proceedings to which the Company is a party, are made on the authority
of Monroe & I emann (A Professional Corporation), and such statements are included in such documents
and herein in reliance upon their authority as experts.

24

_ -- -



. - .. . __-
_

l

1,

The legality of the New Preferred Stock will be passed upon for the Company by Monroe & Lemann
;(A Professional Corporation), Whitney Building, New Orleans, Louisiana, and Reid & Priest,40 West 57th,

Street, New York, New York, and for the Underwriters by Winthrop, Stimson, Putnam & Roberts,40 Wall
Street, New York, New York. However, all legal matters pertaining to the organization of the Company and
all matters of Louisiana law will be passed upon only by Monroe & Lemann (A Professional Corporation).
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UNDERWRITERS

The Underwriters named below have severally agreed, subject to certain conditions, to purchase from
the Company the following respective numbers of shares of the New Preferred Stock set opposite their names:

Number of
Underwriter Shares

+

.

To t a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,000,000..

The Underwriting Agreement provides that the obligations of the Underwriters are subject to certain
conditions precedent and that the Underwriters will be obligated to purchase all of the shares of the New
Preferred Stock if any are purchased; provided that, under certain circumstances involving a default of
Underwriters, less than all of the shares of the New Preferred Stock may be purchased. Default by one or
more Underwriters would not relieve the non-defaulting Underwriters from their several obligations, and in
the event of such default, the non-defaulting Underwriters may be required by the Company to purchase the
respective numbers of shares of the New Preferred Stock which they have severally agreed to purchase and,
in addition, to purchase the number of shares of the New Preferred Stock which the defaulting Underwriter
or Underwriters shall have so failed to purchase up to a number thereof equal to one-ninth of the respective
numbers of shares of the New Preferred Stock which such non-defaulting Underwriters have otherwise agreed
to purchase.

The Company has agreed to indemnify the several Underwriters against certain civil liabilities, including
certain liabilities under the Securities Act of 1933, as amended.
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No person has been authorized to give any
' information or to make any representation not con-
tained in this Prospectus and, if given or made, such 2,000,000 Shares
information or representation must not be relied upon
as having been authorized by the Company or the
Underwriters. This Prospectus does not constitute an
offer to sell or a solicitation of an offer to buy any of L0uiSiSHR
the securities offered hereby in any jurisdiction to any
person to whom it is unlawful to make such offer in such Power & Light.

jurisdiction. {ggpggy
Neither the delivery of this Prost.ectus nor any

sale made hereunder shall, under any drcumstances,
create any implication that there has been no change
in the affairs of the Company since the date hereor. % Preferred Stock,

Cumulative,
$25 Par Value
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Area served by LP&L
Louisiana Power & Light Company operates in 46 of the 64

. parishes of Louisiana - a 19,500-square-mile area which, as of
'

December 31,1983, had an estimated population of 1.629,000.
At year-end 1983, LP&L was serving approximately 42% of
Louisiana's population.

The area served by LP&L includes most of North Louisiana, a
small portion of East Central Louisiana, and most of Southeast-
ern Louisiana, including the metropolitan area around the City

~

of New Orleans and the 15th Ward in the City of New Orleans.
LP&L's system is part of, and is interconnected with, the

other operating companies of the Middle South Utilities System.
This arrangement provides more dependable electric service
for customers, and also results in the greatest economy in the
generation of electric power, with resultant savings to customers.
General Office Registrar for Preferred Stock
142 Delaronde Street Chemical Bank
P.O. Box 6008 Corporate Trust Department
New Orleans, Louisiana 70174 55 Water Street
Telephone: (504) 366-2345 New York, New York 10041

Transfer Agent for Trustee for First Mortgage Honds
Preferred Stock The Chase Manhattan

Bradford Trust Company Bank, N.A.
67 Broad Street Corporate Trust
New York, New York 100N Administrative Division

i New York Plaza,14th Floor
New York, New York 10081

This 1983 Annual Report is prepared for the informa-
tion of stockholders, employees, and other interested persons.

The Company's 1983 Annual Report to the Securities and
Enchange Commission on Form 10-K (including financial
statement schedules)is available to any stockholder without
charge. Stockholders can obtain a copy by writing to:
J. II. Erwin, Jr.
Senior Vice President-

Accounting & Finance, and Treasurer
Loulslana Power & Light Company
P.O. Hos 6008

* New Orleans, Louisiana 70174
Telephone:(504) 366 2345

.
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Highlights
.

Asof As of
Dec. 31,1983 Dec.31,1981

Plant Investment . . . . . . . . . . . . . . . . . . . . 53,688,148,000 53,131,461,000

Revenue ............................. 51,144,743,000 51,195,583,000

Net Income . . . . . . . . . . . . . . . . . . . . . . . . 5 131,546,000 5 117,458,000

Peak Load (occurred 8/29/83 and 6/9/82) . . . . 4,207,000 KW 4,259,000 KW

Generating Capability . . . . . . . . . . . . . . . . . . 4,618,000 KW 4.625,000 KW

Custo m e rs . . . . . . . . . . . . . . . . . . . . . . . . . . . 552,025 340,387

Average annual kilowatt hours per
residential customer . . . . . . . . . . . . . . . . . . 12,996 13,545

Average annual revenue per
residential kilowatt hour . . . . . . . . . . . . . . . 5.72c 5.66c

Population in area served . . . . . . . . . . . . . . . . 1,629,000 1,600,000

Em ployees . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,756 2,721

,
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To our stockholders and employees

in 1983, the na. The Louisiana Public Service Commission

A w* tional economy (LPSC) order for the Compa,ny to make such
f was emerging from refund provides that the additional 5500 mil-

O % recession and the lion received by the Company in two equal
3 rate of inflation, payments in January 1983 and 1984 under such
M according to the settlement,is to be refunded to customers in
'i U.S. Department installments to be paid in each year over a'

g of Labor's Con- period through 1993. The effect of this is to
- sumer Price Index permit the Company to have the use, pending

f for all urban con- such refund, of a part of that $500 million
V - sumers, was 3.8%, during such period and to, apply such funds to

the lowest since its construction program, meludmg the con-# *_- 1972. Unfortunate. struction of Waterford 3,its nuclear generating
ly, Louisiana which unit nearing completion at Taft in St. Charles
was one of the last Parish.
states to feel the

i f effects of rees- The action by the Commission enabled the
sion, was slow in Company to withdraw a request for 5161 mil-

hmes M. cain recovenng. Unem- tion in emergency rate relief which it had made
President and Chief Executive Officer ployment had im- as part of a January 24,1983, filing with the

proved in Louisi- Commission, and later to reduce its overall rate
ana somewhat in ,1983, but was still high. Some increase request by $103 million to 5309 million.
mdustrials, especially primary metals and cer-
tain chemicals, have not yet shown signs of
fully recovering from the recession. In the January 1983 rate filing, LP&L had

requested a net merease of 5412 million which i

Imuisiana Power & Light Company suffered was needed not only to continue construction |

along with Louisiana's economy m 1983. on Waterford 3 and other projects, but also to
Although the Company's net income increased recover costs associated with LP&l's share of
to 5131.5 million, up about $14.0 million over power purchases from the Middle South Energy,
1982,75% of total net income was Allowance Inc. (MSE) Grand Gulf nuclear power plant
for Funds Used During Construction ( AFUDC), nearing completion near Port Gibson, Mississippi,
a non cash item. This AFUDC item amounted and to recover the operating expenses of
to 599.0 million in 1983, an increase of $44.9 Waterford 3 when the unit is placed in service.
million over 1982. Another factor necessitating the request for

rate relief included the increasin3 cost of doing
A major accomplishment by the Com in business ,especially the high cost of financing

1983 was the issuance of more than 1,lk). )0 construction.
refund checks to customers and former custom-
ers through December 31,1983,of $621 million At its January 16,1984, meeting, the Commis-
out of the proceeds of a compromise settle- sion was granted a 30-day extension in deciding
ment effected in 1982 of the Company's claim the rate increase requests of both LP&L and
against Texaco inc. for failure to perform New Orleans Public Service Inc. The Commis-
uner a gas supply contract. On February 28, sion requested the extensions in order to review
19t4, the Company mailed checks to custom- two independent studies which had been ordered
ers for the third phase of refunds going to prior to mid year 1983 by the Commission -
customers. This refund phase amounted to one a limited management audit of LP&L and
about $25 million. In succeeding years through the other a report on Waterford 3 and the
1993, the Company will be refunding more purchase of power from Graiid Gulf. Iloth
than $50 million to customers each year. reports were delivered to the Commission at its

January 16 meeting, and both were favorable to

1
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LP&L. Both LP&L and NOPSI agreed to the first in Louisiana. is expected to be about 52.65
Commission's request for extended time to billion. The NRC's most recently published
consider the rate requests. comprehensive report on licensee performance

on Waterford 3 was generally favorable to

The Co.m. mission ordered one of the studies ford 3 will add 24% to LI,cial operation, Water-LP&L. When in commer
&Ls present generat-

from Decision Nianagement Com,pany, Inc. ing capability of 4.618 megawatts. |

t DNIC), of Laguna Hills, Califorma. That study
investigated the cost increases of Waterford 3 Pending before the Federal Energy Regulatory
and the purchase of, power from Grand Gulf. Commission (FERC) was the filing of a Unit
The other study, a hmited management audit Power Sales Agreement providing for the allo- '

of LP&L, also was ordered by the Commission, cation of hlSE's 90% interest in the output of
and was done by Arthur Young & Company of Grand Gulf amon LP&L, NOPSI, and hiissis-

sippi Power & Ligh't Combany (N1P&L)inAtlanta, Geor ia. Th,e Arthur ioung stud .
mdicates that P&L is a productive and e fi- P&L,29.80% to

hrof'ortions of 38.57% tocient, company which has done a good job m O SI, and 31.63% to h1P&L.
holdmg down costs. The audit indicated no
evidence of declining levels of service,despite On February 3,1984, an initial decision was
the fact that Li &L has been very conservative issued by an administrative law judge of the
m addmg personnel, even as workloads were ted the
mereasmg. The DNIC audit says that Waterford FERC which, among other things ado [E's 90%oposalof the LPSC and allocated N13 construction costs should be deemed prudent' interest in the capacity of Grand Gulf in pro-
and that cost increases were due pnmarily to portions of 36% to Arkansas Power & Light
circumstances 1 eyond LI &,Ls control. %ith3 14% to LP&L,33% to N1P&L, and

CompanbPSI,with allocation of the capacityregard to LP&Ls partici,pation m Grand Gulf, 17% to hDNil concluded that LI &L management acted of Unit 2 at Grand Gulf being deferred to a
competently with regard to the, Grand Gulf. later date. This decision will now go to the full
agreements, and that the decision to partici- Commission for review.
pate was reasom.ble and was made m the best
mterests of LP&L's customers. LP&Cs 1983 construction costs totaled 5548.5

million, including 5480.4 million for continued
On February 20,1984, the LPSC rendered a construction on Waterford 3.

decision on the Company's rate case which had
been filed in January 1983. The decision allows During 1983, LP&L reduced the level of
LP&L an increase in annual revenues of approsi- construction of Wilton Units 1 and 2, two 800-
mately 56M,982.000 - a 6 0% increase over megawatt, coal-fired generating units on the
1983 revenues. This increase represented about east bank of the N1ississippi River in St. James
17% of the 5412 million net increase which the Parish. The first Wilton unit is scheduled for
Company sought, and the decision excludes commercial operation in the early 1990's, with
any revenues for Grand Gulf and Waterford 3 the second about two years af ter the first.
related operating expenses.

to 51.1 billion, down 4%'g revenues amountedLP&L's 1983 operatin
At yearynd 1983, construction activity at from 1982,due prima-

Waterford a was essentially complete. Subject tily to reduced use of electricity by industrial
to the timely issuance of the necessary heens? ardi residential customers.
by the Nuclear Regulatory Commission, fuelis
scheduled to be loaded into the reactor during

The Company's 1983 peak demand wasthe second quarter of 1984, and commercial 4,207,(XX) kilowatts, which occurred at 4 p.m.
operation is anticipated by the end of 1984. August 29. This compared to the 1982 peakCost of the 1.104 megawatt nuclear facility, the demand of 4,259,(XX) kilowatts,which occurred

3
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at 5 p.m. June 9. LP& L's aserage annual resi- Both LP&L and NOPSI initiated in 1983 a
dential customer use declined for the third program called " Helping Hands," which is
consecutive year. In 1983, this figure wns 12.996 designed to assist elderly and handicapped
kilowatt hours and compared to 13,545 kik>- people in paying their utility bills. Each com-
watt hours in 1982,13,791 kilowatt hours in pany has contributed 5150.000 to the program
1981, and 14,177 kilowatt hours in 1980. Based which expense was borne by its stockholder, ,
on current projections, LP&L expects a 2.7% not by customers, and 5,135 needy families had
annual increase in overall energy use by its been assisted in paying their utility bills by the
customers through 1992. end of 1983.

At the end of 1983, LP&L was serving 552,025 in February 1983, LP&L sold 575 million
customers - an increase of i1h38 customers (aggregate par valuel of 12.M% Preferred Stock,
over the 540,387 customers served by the Com- and in N1 arch 1983, the Company sold $100
pany at the end of 1982. million of 10-year first mortgage bonds and

$100 million of 30-year first mortgage bonds at
On October 22,1983, a proposal was included separate competitive biddings. The IO-year bonds

on the ballot in New Orleans which would have carry an interest rate of 12%, and the 30-year
transferred the regulatory jurisdiction over bonds an interest rate of 13%%. Proceeds from
NOPSI and the LP&L operations in Algiers the sales were used in part for paying certain
(Ward 15 of the City of New Orleans) from the outstanding short term borrowings, to help
Commission back to the City Council. New finance construction projects, and for other
Orleans voters had approved in a November corporate purposes. On September 1,1983,
28,1981, election the transfer of regulatory LP&L sold, also after competitive bidding,550
jurisdiction over NOPSI and LP&L operations million of 30-year first mortgage bonds. bear-*

m the City of New Orleans to the Commission, ing an interest rate of 13%, the proceeds of
With the assistance of Citizens Against Govern- which were applied to the payment of 550
ment Takeover, an independent citizens group, million of the Company's first mortgage bonds,
the proposal to retransfer the regulatory author- 9%% series, maturing September 1,1983.
ity back to the City Council was defeated in the
1983 election. During the year, several changes occurred in

LP&l's Board of Directors and its management.
Some functional consolidation of LP&L and I was elected President and Chief Executive

NOPSI occurred during 1983, with several depart. Officer Niay 23 by the LP&L Board of Directors,
ments of the companies moving to either the succeeding J. N1. Wyatt, who remained Chair-
142 Delaronde Street office of LP&L in Algiers, man of the Board until his retirement August 1.
or the 317 Baronne Street office of NOPSl in Wyatt continues as a member of the L P&L
downtown New Orleans. The announcement of Board.
intention to consolidate the companies was
made in July 1981, and applications for author- Also on Ntay 23, Joseph J. Krebs. Jr., ofity to consolidate have been filed with the Nietairie, was elected to the LP&L Board. Ail
Ll'SC and the Securities and Exchange
Commission.

4
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other current Directors were reelected with the period as LP&Cs Senior Vice President-Nuclear
exception of flarry N1. England and E. A. Operations. He assumed these duties April i1.
Rodrigue, both of whom reached the manda- Cavanaugh was succeeded by R.S. Leddick
tory retirement age for Directors. The reelected who was elected by the Company July 25 to
Directors include Tex R. Kilpatrick, Floyd W. Senior Vice Presid'ent-Nuclear Operations.
Lewis, W. Clifford Smith,11. Duke Shackelford,
Wyatt and me. We were saddened to report the On February 1, K. N1. Brumfield, Vice
death on Nosember 4,1983, of G. C. Rawls, President- Administration, retired.
director emeritus of the Company and former
president and chief executive officer and chair-
man of the board. As the national economy . improves and the

recession abates, LP&L looks into 1984 with
fresh optimism and dedication. At the same

Also LP&Us Board elected these LP&L Offi- ume,it re hzes that many problems lie ahead.
cers to new positions: W. H. Talbot, Vice But with the experience and loyalty of its
President- Assistant to President,and Secretary:
J.11. Erwin, Jr., Senior Vice President- Ac- - empi yees, is ( onfident these challenges

can be met suc emfuus
counting & Finance, and Treasurer: J. J. Cordaro,
Senior vice President- External Atfairs; D. L.
Aswell, Senior Vice President-Fossil Oper-
ations: L. V. Ntaurin Vice President-Fossil For the Board of Directors
Operations: and S. G. Cunningham, Jr. Vice February 23,1984.
President-Rates and Regulatory Affairs.

In addition, the Board elected to the follow- p*
ing positions, subject to approval by the FERC:
W. C. Nelson, Senior Vice President- Admin-
istration and Services; and J.11. Chavanne, James hl. Cain
Vice President- Corporate Control,and Assis-
tant Secretary. Nelson and Chavanne hold iden-
tical positions with NOPSI. Their election as
LP&L officers was approved by the FERC in
August.

Effective April 1,1983, Gerald D. N1cLendon,
Senior Vice President-Operations, was elected
Executive Vice President and General Ntan-
aper of LP&L. William Cavanaugh 111. Senior
\ ice President- Enerp&L to serve for a limitedSupply for AP&L,wasloaned to LPXL by Al

5,
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Management's Discussion and Analysis of
I'inancial Condition and Results of Operations

Financial Condition units are in commercial operation throughout
the test year. Other factors included inpationin 19M3, as it was in 1982 and 19M1, the
ninee the filing of the last such rate increase

Company's major problem was the financing of
its large construction program. The largest and apphean,on in May 19N)), the cost of money

,

and the C,onipany s ongoing constructionforemost single project continued to be the program. On Idruary 20,1984 the LPSCconstruction of Waterford No. 3, a nuclear
rendered its order granting the Company

generating unit scheduled for operation in the
SW.000 m additional annual revenues. Thefourth quarter of 1984. The investment in order, af ter adserting to certain delays m the

Waterford No. 3 at the end of 1983 amounted
to 52.2 billion, or approximately 99% of Con. commercial operation dates of Grand Gulf No. I

and Waterford No. 3, rejected any allowances
struction Wmk in Progress tCWIPl. As a result

m rates which would refleet an insenice statusof inadequate rate relief and the need to issue for such units, and stated :N, a new rate filing
and sell large amounts of bonds and preferred should be made at an appropriate time for any
stock to finance the annual construction
program, the Company's bond and preferred rate increase to be requested on the basis ol; the

commercial operat on of these units. The Com-
stock carnings coserages were at depressed

pany is stud >mg the order and has not yetlevels during this three year period. At sear- deternuned whether or not it w di appealend 1983, af ter the sale of $200 million 'o( first
thmfrontmortgage bonds and $75 million of preferred

stock in early 1983 and a $N) million fir i
mortgage bond refunding issue in September I.iquidity and Capital Resources
1983, the earnings coserage for the Company's Construction expenditures, including A!!ow-
fint mortgage bonds was 1.70 t mes the annual ance for l'unds Used During Construction
first mortgage bond interest requirements, and gg:DCl, totalled $1.4 billion and net funds
its earnings coserage for preferred stock was prmided by financing transactions amounted
1.43 times the annual interest charges and to $M26.6 million during the three > ear period *
preferred dmdend requirementt llased on these 1981 1983. In addition, the Company used 5329
coserages, at that date the Company was un- niillion of the proceeds from the abose-
able to seu any additional preferred stock or to mentioned settlernent in 19X2.

.

sell any additional first mortgage bonds, escept Assuming adequate rate relief, the Company
yuch bonds issued solely for refunding outstand- estimates that its requirements for capital funds
mg first mortgage bondt f d dmi@m M 19W986

in connection with the June 1982 settlement w ill be a pproximately 5 407 million, principally
of a dispute wah a gas supplier hee Note 11 to for construction programs totalling 5910 mil-
Irinancial Statemento, on March 21,1983 the lion and for the payment of $119 million of
louisiana Pubhe Senice Commission (LPSC) maturing long-term debt and preferred stock
amended its January 17,19M3 order pertaining sinking fund requirements. The ability of the
to the nianner in which the Company is to Company to meet such requirements is subject
refund to it.eustomen the funds receised from to improsed earnings through adequate rate
the pas suppher. The March 21,19X3 order,in relief so that the Company's earnings cover-
effect, will permit the Company to use, pend- ages will enable the Company to sell additional
ing such refund, a portion of the settlement first mortgage bonds and preferred stock oser
proceeds in financing in continuing construe- the period to proside funds as needed to con-
tion program, llased on this order, the Com- tinue the construction programs. Additional
pany reduced the 1812 million of additional sales of common stock to Middte South Utilities,

annual net resenues sought in a January 19M3 Inc. and pollution control resenue bonds, and
general rate increase application to the I.PSC short term borrowings are estimated to proside
to $309 million and withdrew its emergency a major portion of the balance of funds from
application of $1N).M milhon. I aeton stated in esternal sourcet if the Company is unable to
the application as necewitating such rate obtain the necewary rate relief, the Company

| increase include the recosery of purchased may be required to reduee, defer, or eliminate
,

| power espenses awoeiated uitn 'irand Gulf certain construction est codituret
i No. I and the operating expenses of Waterford
! No. 3 on the awumption tha: each of these
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Report of Management

The management of Imuisiana Power & Light for reported financialinformation through its
Company has prepared and is responsible for audit committee, composed of outside directors.
the financial statements and related financial The audit committee meets periodically with
information included in this annual report. The management, the internal auditors, and the
financial statements are based on generally independent public accountants to discuss
accepted accounting principles consistently auditing, internal control and financial reporting
applied. Financial information included else- matters.The independent public accountants
where in this report is consistent with the and the internal auditors have free access to
financial statements. the audit committee at any time.

To meet its responsibilities with respect to The independent public accountants pro-
financial information, management maintains vide an objectise assessment of the degree to
and enforces a system of internal accounting which management meets its responsibility for
controls w hich is designed to prmide reason- fairness of financial reporting. They regularly
able assurance, on a emt effective basis, as to evaluate the system of internal accounting con-
the integrity,objectisity and reliability of the trols and perform such tests and other proce-
financial records and as to the protection of dures as they deem necessary to reach and
awers. This sy stem includes communication espress an opinion on the fairness of the finan-
through w ritten policies and procedures, and cial statements.
an organization structure that prosides for
appropriate disision of responsibility and the Management belieses that these policies and
training of personnel. This system is also tested procedures provide reasonable awurance that
by a comprehensise internal audit program. its operations are carried out with a high stand-

. . ard of business conduct.
The twird of d.irectors pursues its responsibih.ty

Auditors' Opinion
I ouisiana Power & Light Company:

We hase examined the balance sheets of
Louisiana Power & Light Company as of
December 31,19M3 and 1982 and the related
statements of income, retained earnings, and
changes in financial position for each of the
three years in the perimi ended December 31,
1983. Our esaminations were made in accor-
dance with generally accepted auditing stand-
ards and, accordingly, included such tests of
the accounting records and such other auditing
procedures as we considered necessary in the
circumstances.

In our opinion, the abme mentioned financial
statements present fairly the financial pmition
of the Company at December 31,1983 and
19M2 and the results of its operations and the
changes in its financial position for each of the
three years in the period ended December 31,
19X3,in conformity with generally accepted
accounting principles applied on a consistent
basis.

'

New Orleans, Louisiana
February 20,19M

o
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Results of Operations Effects of Inflation

Net income increased $14.1 million and $23.8 Despite the reduced level of inflation in
million in 19M3 and 1981, respectively, and 1983,its impact on the Company's operations
decreased $7.0 million in 1982. Howeser, AFDC in recent years has been significant (see Note
continued to augment net income as a result of 13 to Financial Statements,"Effect of Inflation
increased amounts of CWIP. Net income exclu- on Operations (Unaudited)").
sise of AFDC decreased $30.8 million and
$12.6 million in 1983 and 1982, respectively, Summary
and increased $24.8 million in 1981 as a result The ability of the Company to secure adequate
of a Ntay 1981 LPSC rate order allowing cur- and timely rate relief to cover the expenses
rent earnings on a large portion of CWIP. associated with Grand Gulf No. ! and Waterford

Operating resenues decreased $50.M million No. 3 and other increased costs will have a
in 19X3 primarily as a result of lower fuel costs material effect on the ability of the Company
and decreased energy sales. Mild weather con- to remain financially sound in the future, and
ditions and reduced industrial activity were the thus be able to provide the generating capacity
main factors in causing energy sales to decrease and other resources necessary to serve the
7". in 19X3. For the years 1982 and 1981- present and future energy requirements of its
revenue increases of $77.8 million and 52M.2 customers.
million, respectively, were attributable to rate
increases received in this time period. In addition,
the 19S1 increase is partially attributable to
increased fuel costs recovered through fuel
adjustment clauses. Changesin sales of energy
were relatively small in the years 19'42 and
1981.

The net decrease in fuel and purchased
power espenses in 19M3 was primarily due to a
nel reduction in energy requirements. Fuel and
purchased power expenses increased in the
years 1981 and 1982 due to higher average unit
prices of energy costs and to large solumes of
purchased power to displace esen higher cost
gas and/or oil fueled generation. The vari-
ances in other expenses in 1983-1951 were
attributable to deferred fuel costs, w hich at
times reflected wide fluctuations in the cost of
energy, and to the effects of increased costs of
labor, materials and supplies and sersiees.

For each of the years 1983,19M2 and 1981,
increased interest charges were primarily attrib-
utable to the Company's issuance of additional
debt and,in 19M3 and 1982, to the accrual by
the Company of interest on the portion of the
proceeds used by the Company of the alue-
mentioned settlement entered into by the Com-
pany with a gas supplier. .

8
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Report of Management

The management of Louisiana Power & Light for reported financialinformation through its
Company has prepared and is responsible for audit committee, composed of outside directors.
the financial statements and related financial The audit committee meets periodically with
information included in this aanual report. The management, the internal auditors, and the
financial statements are based on generally independent public accountants to discuss
accepted accounting principles consistently auditing, internal control and financial reporting
applied, Financial information included else- matters.The independent public accountants
where in this report is consistent with the and the internal auditors have free access to
financial statements. the audit committee at any time.

To meet its responsibilities with respect to The independent public accountants pro-
financial information, management maintains vide an objective assessment of the degree to
and enforces a system of internal accounting which management meets its responsibility for
controls which is designed to provide reason- fairness of financial reporting. They regularly
able assurance, on a cost effective basis, as to evaluate the system of internal accounting con-
the integrity,objectivig and reliability of the trols and perform such tests and other proce-
financial records and as to the protection of dures as ti y deem necessary to reach and
assets. This system includes communication express an opinion on the fairness of the finan-
through written policies and procedures, and cial statements.
an organization structure that provides for
appropriate disision of responsibility and the Management believes that these policies and
training of personnel. This system is also tested procedures provide reasonable assurance that
by a comprehensise internal audit program, its operations are carried out with a high stand-

. . ard of business conduct.
The board of d.irectors pursuesits responsibih.ty

Auditors' Opinion
Louisiana Power & Light Company:

We have examined the balance sheets of
Louisiana Power & Light Company as of
December 31,1983 and 1982 and the related
statements of income, retained earnings, and
changes in financial position for each of the
three years in the period ended December 31,
1983. Our examinations were made in accor-
dance with generally accepted auditing stand-
ards and, accordingly, included such tests of
the accounting records and such other auditing
procedures as we considered necessary in the
circumstances.

In our opinion, the above mentioned financial
statements present fairly the financial position
of the Company at December 31,1983 and
1982 and the results of its operations and the
changes in its financial position for each of the
three years in the period ended December 31,
1983,in conformity with generally a r pted
accounting principles applied on a consistent
basis.

O
.

New Orleans, Louisiana
February 20,1984

o
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BALANCE SilEETS
llecember 31,1983 and 1982

dSSetS

1983 1982
(in 1housands)

UTILITY PLANT INotes 4 and 71:
Electrie . . 51.463.856 51,385.N)7

. .

Construction work in progress 2.224.292 1.745.854
Nuclear fuel 4.7 M 4,378

foial 3.692.912 3,135 839

Less accumulated depreciation 522.N)x 468.092

Utility plant-net . 3,170.404 2.667.747

OTill'.R PR()PERTY ANI)INVESTNIENTS:
Imestment in associated company-at equity INote 46 46.073 4S.700 *

()t her 51; 47h

Total 46.588 49.178

CURRENT ASSETS:
Cash and special deposits . 4,357 15.06X.

Temporary investments-at cost.which approsimates market INote i t) . . 7.069 282.197
Notes receivable 841 1,219

Accounts receisable:
Cmiomer and other tiess allowance for doubtfut customer

accounts of 5135 thousandi . 55.738 51349
Associated companies . 197 189.

Receivable from gas supplier INote 111 2503 XX) 2M)JX)0. .

Deferred fuel costs 4.577 10.077
N1aterials and supplies-at average cost . I1.355 12.S)3
()ther 4,105 9,456.. . .

Total 338.239 632.05M. . .

Dlil 1:R Riii)l)EBITS:
Receisable from pas supplier INote 111 - 2503XX)
Other 3 ;86 3.129. . .

total 3.586 253.129. .

I t )l'AL . . O . " 8.817 13.N)2.l l 2.

See Notes to I:inancial Statements.
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Capitalization and Liabilities

19M 19M2

t in 1 housands)

cal'l I ALIZATION:
Cornmon stock, no par value, authorized 150(XX),(U) shares; issued and out-

standing. I12.1Il.100 shares in 19X3 and 89.3M3,100 shares in 1982 iNote 2) .5 73X90t) $ 5Xh,'u)

Retained earnings (Note 3) . 39.898 60.9x 1.. . . .

Total common shareholder's equity 778,798 M9.hMI. .

Preferred stock, without sinking fund INote 26 . 145.hM2 145.882
Preferred stock, with sinking fund iNote 2' 240.951 169.101.

Long-term debt iNote 3) . 1,173,453 917.596.

Total 2.339.0X4 1.912.460. . .

CURRiiNT LI ABILITIF.5:
*

Notes payable tNote 51:
Awociated eompanies . IOO,1fM) -

... . .

llanks 77.900 44.000.

Currently maturing long-term debt . 20.462 52.350. .

Accounts payable:
Associated eompanies . . 4X,782 32.h21. .. . . . . .

Other 56.620 79.hh l. . . .. . . .

Customer deposits 24.220 21.743. . . .. . .

Tases accrued . . . 4.Ohh 2.015.. . .. . .

Accumulated deferred income tases INote 6) 2.216 4 h79. . . .. .

Interest accrued 33.916 24.774. . . .. .

Disidends declared . 32.4 t h 28.705. .. . .. . .. ..

Gas contract settlement-liability to customers (Note ill . 58.884 882.535. .

Other 2.010 1.7h l. . . . .. .

Total 461.616 I,175.490
. . .. . . .

DiilT RRl!D CRiiDIIS:
I15.h45 ItN.574Accumulated deferred income tases iNote 6) . . .. .. . .

Accumulated deferred intestment tas credits (Note N 136.506 123.213. . ..

Gas contract settiement-liability to customers (Note iI) 475.(H) 250.( O ).

Otl'e r 25,269 25.W 4. . . ..
,

lotal 752.620 N)M.591
. . . . . . .. .. ....

HliSI'RVl!S:
Property imurance 4.540 4.531.. .. ... . .

Injuries anil damages 9 47 1,0 10
. ..

lotal 5,497 5,571
... . . . . . ..

CONI \111.\1l:.N IS AND CON IIN(il(NCil:.S (Notes 4.7 and 11)

'l Ol AL . . )WM.ht 7 )3f02,112
. . , . . ... .

|

See Notes to l'inancial Natements. j
I
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STATEMENTS OF INCOME
For the years ended December 31,1983,1982 and 1981-

1983 1982 1981
tin Thousands)

* OPER ATING REVENt'ES . . 51,144.743 11.195.583 51.117 761

OPERATING EXPENSES:
Operation:

Fuel 349.596 387,710 356.786
Purchased power 385,144 375,924 335.353
Other 1(R),737 75.244 91,5X2

N1aintenance 46.625 45,556 38,873

Depreciation 45,815 45.256 43.619
Taxes other than income taxes 24.756 22.685 21,216

income taxes (Note 6) . 45,635 70,069 77,197

Total . 99X.30X 1.022,474 9M.626.

QPERATING INCO\lE 146.435 173.109 153.135

OTilER INCON1E:
Allowance for equity funds used during construction iNote IF) 71.266 38.967 33,39X

N1iscellaneous income and deductions-net 6.505 7.353 8.991
Income taxes (Note 6) . 22,9 N 12,929 13,782

Total 100,770 59,249 56.171 ).

INTEREST CllARGliS:
Interest on long-term debt . 121.fo) 100,174 85.632
Other interest-net INote 11) 21,765 29,Xh0 14.336.

Allowance for borrowed funds used during construction INote IF) . 4.27,7156 115,154) i15,131)

Totat . I15.659 114 <x10 84.M37

NET INCONIE .% 131.546 5 117,4;8 5 124,460. .. . .

STATEMENTS OF RETAINED EARNINGS
For the years ended December 31,19M3,1982 and 1981

RETAINED EARNINGS. January I .5 60.981 5 76.995 5 65.209. , ,. .

ADD-Net income 131,546 117.458 124.469. . . .

Total. 192.527 194,453 189.678.. . .. . . . . .

DEDUCT:
Disidends-cash:

Preferred stock at prescribed rates 1 Note 21 44.0 x) 33.518 2M.366
Common stock iper share: 1983,51.121: 1982, $1.141 and

19%I.)l.075) 107,7h6 99,789 M.136. . . .

Capital stocl espenses etc. 243 165 INI. .

Total . 152,629 133,472 112.683.. .

RETAINED EARNINGS, December 31 iNote 31 .% 39.898 5 602h1 5 76.995.

See Notes to Financial Statements.
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STATEMENTS OF CIIANGES IN FINANCIAL POSITION
For the , sears ended December 31,1983,1982 and 1981

1983 1982 1981
FUNDS PROVIDED BY: tin 'Ihousando

Operations:
Net income . 5131.546 5 117.458 5124,469

Depreciation 45.815 45.286 43.619
Deferred income tases and investment tas credit adjustments-net . 16,tM)1 48,703 41,6t N)

Allowanee for funds used during construction tNote IF) i48,9X1 s 154.121 t48.529)

Tiital funJs prouded by operations 95,2X I 157,326 161,159

Other:
Allowanee for funds used during construction (Note IFl 9M,981 54,121 48.529
Gas contract settlement (Note ill - 1,132.535 -

Less funds on hand or due from gas supplier (Note 11) . - 1782,197# -

Insestment in associated company 2.62'
Decrease in working capital' 29.020 6,942 31.524,

Total funds prosided, esclu ling financing transactions 225,'MN 56x,727 241,212.

Financing transactions:
Common stock IN).000 50.000 40.mi).

Preferred stock 75.tx x) 47.720 -

First mortgage b<mds 2N),(x x) - 175.tx x)
Other long-term debt - 25 975
Short term securities . IM.0m - 23.766.

Total funds prosided by financing transactions (d N.(x x) 97,745 239,741.

'li>tal funds prosided . ,%MM,909 $ 666,472 5480,953. .

FUNDS APPLIED To:
Utility plant additions:

Construction expenditures for utility plant . 4548.495 5 506,722 5320,925
. ..

546 e 1 f .M31Nuclear fuel . 3X5 *
. ..

li>tal gross additions tincludes allowanee for funds used
during constructioni , 548,Xho S17,268 309,582

Other:
Disidends declared on preferred stock . 44,600 33,51M 28.366
Disidends declared on common stock 107,756 99.789 M4,136. .

Insestment in associated company - 6,543 6,020. . . .

Gas contract settlement INote Iil . 593.651 - -

. ,.

Less funds on hand or due from gas supplier tNote 1|| ..q525.128) - -

.\liscellaneous-net . J. 7.770 4,028 687.. .

listal funds applied to other , 233.679 143,878 119.209, , ,,

l'inancing transactions:
. . NUXX) - 50,t N x)Retirement of first mor. gage bonds

Retirement of other long term debt , 2,3N) 2.267 2,162
Short term securities-net , , . - 13,059 -

.

liital funds applied to financing transactions . . 52,3 4) 15.326 52,162.. .

Total funds applied . . . . ixM.'M N 5 666 472 14x0,953. . .

* Working capital escludes short term securities, gas contract settlement liability to customers, current maturi-
ties of long-term debt and deferred tases included in current liabilities. The 1983 net decrease in working capital
is primanly due to a decrease in cash and special deposits and an increase in interest accrued. The 19M2 net
decrease in working capital is primarily due to an increase in accounts payable reduced by increases in accounts
receisable and deferred fuel costs. The 1981 net decrease in working capital is primarily due to a decrease in
deferred fuel costs and to an increase in accounts payable.

See Notes to I:inancial Statements.
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Notes to Financial Statements
For the ,sean ended December 31,1983,1982 and 1981

.

I 1. Suininary of significant D. Pension Plan

accounting policies The Company's pension plan is non-contribu-

J tory and covers substantially all employees.
A. System of Accounts Th'e Company's policy is to fund pension costs

The accounts of the Company are main- accrued.
tained in accordance with the system of accounts b, I"**"".I"'''
prescribed by the Louisiana Public Service
Commission iLPSC) which substantially con- The Company joins its parent in filing a
forms to that of the Federal Energy Regulatory consolidated Federalincome tax return. Income
Comm'.ssion (FERCl. taxes are allocated to the Company in propor-

tion to its contribution to the consolidated
11. Resenues taxable income.

The Company records revenues as billed to Deferred income taxes are provided for dif-
its customeis on a cycle billing basis, Resenue ferences between book and taxable income to
is not accrued for energy dehvered but not the extent permitted by the regulatory bodies
billed at the end of the fiscal period. The rate for ratemaking purpoles. Investment tax cred-
schedules of the Company include fuel adjust- its alk>eated to the Company are deferred and
ment clauses under which fuel costs atmve or amortized based on the average useful life of
below the levels allowed m the vanous rate the related property beginning with the 3 ear
schedules are permitted to be billed or required allowed in the consolidated tax return.
to be credited to customers.

f* AU".wance for Funds UsedThe Company defers on its books fuel costs I)urmg Construction
in excess of the base rates until these costs are
reflected in billings to customers pursuant to To the extent that the Company is not permit-
the fuel adjustment clause. ted by its regulatory lxxlies to recoser in eur-

rent rates the carrying costs of funds used for
C. Utility Plant and Ocpreciation construction,it capitalires, as an appropriate

Utility plant is stated at original cost. The cost of utility plant, AFDC which is calculated
cost of additions to utility plant includes con- and recorded as provided by the regulatory
tracted work, direct laimr and materials, alloca- system of accounts. Under this utility industry
ble oserheads and an allowance for the practice. construction work in progress ICWIPI
composite cost of funds used during construe- on the balance sheet is charged and the income
tion t AFDCt. T he costs of units of property statement is credited for the approximate net
retired are remosed from utility plant and such composite interest cost of borrowed funds and
costs plus remos al costs. less salvage, are charged for a reasonable return on the equity funds
to accumulated depreciation. Niaintenance and used for construction. This pn>cedure is intended
repairs of property and the replacement of to remose from the income statement the
items determined to be lew than units of effect of the cost of financing the construction
property are charged to operating espenses. program and results in treating the AFDC
Substantially all of the utility plant is subject to charges in the same manner as construction
the lien of the Companfs Niortgage, labor and material costs As non-cash items.

thm en Wts to the inconw statement han no
Depreciation is computed on the straight- Wut on current wh mnings After the prop-

hne basis at rates based on the estimate I erty pland in senice, the Al DL, charged to
senice lises of the sarious clawes of property. construction costs is recoserable from custom-I)epreciation prosided on aserage depreciable en through deprniation prosi dorn induded in
property amounted to approximately 3.y., in rates charged for utility senice.1.or the period
1983 and 3A",, in 1%2 and i%I.

Ii
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May 27,1981 through December 31,19X3, the The Company's policy is to continue to
Company used an accrual rate of 3% on its capitalize AFDC on projects during periods of
investment in Waterford No. 3, a nuclear gen- interrupted construction when such interrup-
erating unit scheduled for operation in 1984. tion is temporary and the continuation can be
up to an investment of 51.2(4).000,fXX), and an justified as being reasonable under the
accrual rate of 9.40% on the remaining CWIP circumstances.
and on investments in Waterford No. 3 in excess

I,' * N "'* "'Sof $1.2(4),(XX)(X10 in accordance with a rate
order from the LPSC. For the period January 1. The Company provides reserves for uninsured
1981 through May 26,1981, the Company used property risks and for claims for injuries and
an accrual rate of 5% on a portion of CWIP in damages through charges to operating expenses
the amount of 5736,180fX)0 in accordance with on an accrual basis. Accruals for these reserves
a December 1979 LPSC rate order, and an have been allowed for ratemaking purposes.
accrual rate of 8.31% on the balance of CWlP.

2. Preferred and conunon stock
Preferred stock at December 31.1983 and 1982 consisted of the following:

Shares
Authorised at Shares Outganding c,,,,,,

Cumulathe, silMI Par Value Deceml>cr M. at December 31, c,ii p,,,,

1983 19M3 19M2 Per Share

Without sinking fund:
4.96"h Series . N)JXX) N)JXX) N)JNX) SlfM.25
4.16"6 Series . 70jxx) 70/XX) 70jxx) 1(M.21
4.44*. Series . 70JXX) 70jxx) 70jxx) 1(M.06.

5.16"e Series . 75jxx) 75jXX) 75.01X) 1(M.t h
5.40"e Series . N)JxX) N).(xX) N)JX x) 103.(x)
6.44". Series . . h0jh x) N)JXX) N)JXX) 102.92
9.52"o Senes . iOJxN) 70jxx) 70jxx) 106.5M
7.M". Series . 100jXX) 100jxX) 1(X)JXX) 105.74.

7.36" Series . . . 100jxx) 1(X)JXX) 1(x)Axx) 105.20. .

M.56". Series . |(X)3xx) 1(x)JXX) 1(X)Jxh) 107.42.

9.44?e Series . 300jxx) 300jxX) 300jNx) 109.08.

11.4M". Series . 3NUdx) 3NUM x) 3N)JXM) 113.98. .

Total . 1.455jx x) 1.455j kN) I,455J x M)

Unissued . 3JM5jux) - -
.

'lotal . 4.NXUMx) 1.455 j x x) 1,455]M x)

Cumulathe, $25 par Value

Wilh sinking fund:
10.72". Series . 2,4(M U N x) 2,4(M U M M) 2,4003 x x) $ 27.68
13.12"e Series . 1.N N)3x u) 1.Nx)JNx) 1 Nx)jux) 2M.28
15.20". Series . 1.21x U x x) 1.2(x)jx x) 1.2(XUx x) 28.N)
14.72*., Series . 2JMx)Jux) 2JNM)Jxu) 2JNx)J)oo 28.6X
12hl''. Series . 3)W M))x N) 3)u x).t h n) - 28.1h

Total . 10.2tX Ux x) 10.2(x)J N N) 7.2t x)J X X)..

Unissued . 1.NxUxn) - -
.

I"'al - 12PMMM 112LN Ul") LMEM
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1981 1982

tin Thousando
Without sinking fund:

Stated at $1(W) a share . 5145.S N) 5145.N K).

Premium . 382 382

Total preferred stock and premium without sinking fund 5145.hh2 5145.hk2

With sinking fund:
Stated at 125 a share $255JMX) Sih0JKM)

Issuance expense i14JM96 (10.h99 p

Total preferred stock and issuance expense, with
sinking fund . 1240,9;l $169.101

The 10.72%.13.12%.15.20%,14.72". and 12 M% 19hM. respectively, and ending in the year in which
preferred stock issues are each subject to a sinking all of the shares of said iwues hase been redeemed.
fund pursuant to which the Company is obligated to 120fXX), XOAMX),60jXK). l(M)JXM) and IS)JKX) shares,

redeem, out of funds legally available therefor, respectively, at a price of $25 per share plus
commencing on July 1.1984. October I.1984, accumulated and unpaid disidends.
Nosember 1.1985. May 1,1987 and February I.

The increases in the number of shares of Common and Preferred Stock outstanding during the three years
ended December 31.1983 were as follows: Numher of % hares

1983 1982 19MI

Common Stak shares sold . . 22.728JXX) 7.576JXK) 6.060.7(u).

525 Preferred Stock shares sold . 3JXX)JXX) 2JXX)JXM) -

. .

|

| In September 1983 the Company sold 3,994JXX) equal to, the payment of a $26.359JX10 cash dividend

| shares of its common stock. no par value, to its on its common stock,

parent company concurrently with, and for an amount

3. Long. term debt
Long-term debt at December 31.1983 and 1982 consisted of the following. 1983 1982

Pn Thousands)
h,.rst Mortgage Bonds:

9h*. Series due 1983. .5 - % N)JMX). . . .

3%% Series duc 1984. IMJU) 18JH). . .

9 % Series due 1986. 75,000 75fXX). . . .

4%% Series duc 1987. 20ju) 20JU). .

15h*6 Series due 1988. 50jM N) 50j)M)
. ..

10%% Series due 19X9 45JMh) 45jWW)
.

5 *a Series due 1990. 20J)(M) 20j)t X)
. . . .

'6 % Serics due 1991. 75ju) 75jX A)
... . . .

16%*. Series due December I 1991 lOl)JXX) 100jH)
. .

12 % Series due 1993. l(X)JX10 -

. . .

4%% Series due 1994. 25JH) 25JU). . . . .

Sh% Series due 1996. 35jNM) 35jn)
. . . .

5%% Series due 1997. 16JW M) 163H). . .

6h'+ Series due September I,1997 INJH1 thfD).. . . . .

7%% Series due 1998 35JXX) 35jH)
. .

9%% Series due 1999. 25fH) 25jH)
. . ... . .. .

9%% Series due 20lW) . . 2OJH) 20J H). . .. . .

7%% Series duc 2001. . 25jH) 25JH).. . .

25jn) 25JXX)7h*6 Series due 2002. . . . .

7h% Series due Nosember 1. 2002 25DM) 25JH). .

8 % Series duc 2003. 45ju) 45jul
. . . . . ....

hh% Series duc 2(MM , 45ju) 45.(H). . . . . . ..

Mh% Series due 2006. 40JH) 40JXXI
. . . . . ..

10 % yeries due 200h . 60ful 60,0l N ). . .

13b% Series due 20tN . 55jn) 55JH).. . . . . . . . .

100jn) -

13%% Series due 2013. ... . .. . . .

13 % Series due September l. 2013. 9)p M) -

. .

. . . . 1.147p x) 947plo
lo Total First Mortgage Bonds .

___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ .



Other:
Principal amount of municipal resenue bond obligations,1%%M% due serially

19x4-2014, and other future obligations under operating agreements . 36.N 4 39.154
Pollution control and industrial deselopment resenue bond obligations,6.40%h%

due 19hM-2(XN . 16.30) 16.30),

Total Ot her 53,t(4 55.454,

Unamortired premium and discount on long-term debt-net (6,189) ( 2,N IX),,

Total Lmg-Term Debt 1,193,915 999,946
Less- Amount due within one year 2n,462 52,39).

Long Tenn Debt escluding Amount Due Within One Year 11,173.453 5947,596

Sinking fund requirements on First Ntortgage !!onds and maturities under long-term debt instruments in
effect at December 31,1983 for the years 19M4 through 1988 are as follows:
iear Sinking i und* Ntalurilles**

On Ihousande
1984. % M,790 520,462. .

1985. i1,290 2.549, , , ,

| 1986 10,540 77,675, , , , ,

19M7 . , , , ,,, , 10.340 22,774
1988 , 10,MO 52.832, . ,, , ,,,

* Sinking fund requirements may be satisfied by certification of property additions at a rate of 167% of
I

such requirements.
I

" It is anticipated that First N!ortgage Bond maturities will be refinanced at maturity.

The Ntortgage,which is presently more restrictise distributions to common stockholders. At December
than the Articles of incorporation, contains pro- 31,1983. all retained earnings were free from such
sisions restricting the payment of disidends or other restrictions.

4. Commitments aml 2(XN. In addition, the Company had loaned SFI
COlttillgelleies $46,066,(XX) u" der previous loan agreements.

, Notes nwture in 2(X)2 and 2(X)M under prosi-
The Company,s construction program sions of the previous loan agreements.

contemplates expenditures of approximately
5539,2tX),tXX) in 1984, $150,5(X),(XX)in 1985 and in connection with certain of SFI's borrow-
$220,(XX),(XX)in 19X6, ing arrangements, SFfs parent companies,includ-

The Company has a 33",, interest in System ing the Company, have covenanted and agreed

Fueh, Inc. (SFil, a jointly-owned subsidiary of *##""Y '" """",I""'# "".h their respectis e
. . . shares of ownership of SFl s common stock,the four prm.espal operating subsidiaries of that they will take any and all action necessaryNiiddle South Utilities, Inc. SFI openates on a
, la keep SFl in a sound financial condition andnon-piofit basis for the purpose of planmng to place SFl in a position to discharge, and toand implementing programs for the procure- cause SFI to discharge its obligations underment of fuel supphes for all of the operating these arrangements At December 31,1983,companies; its costs are primarily recosered the totalloan commitment under these arrange-through charges for fuel delivered, ments amounted to 5295,(XX),(XX) of which

The parent companies of SFI have agreed to 5176,471,lxX) was outstanding at that date. Also,
make loans to SFI to finance its fuel supply SFI's parent companies, including the Company,
business under a loan agreement dated January base made similar cosenants and agreements
3,1981, w hich prosides for SFl to borrow up to in connection with long term leases by SFl of
5125,(0),(X X) from its parent companies through oil stoiage and handling facilities and coal
December 31,1984, The Company's share of hopper cars. At December 31,19X3, the aggre-
the loan commitment is $55,(XX),(XX). Notes gate discounted value of these lease arrange-
under this agreement mature December 31, ments was $76,1(X).(XX).
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SFI has entered into a contract with a joint Company's stated percentage responsibility under

venture for a supply of coal from a mine being the MSE Agreements is 26.4":,. Through 1983

developed in Wyoming, which is espected to $3.3 billion had been expended by MSE on the

provide up to 185 million tons over a period of Grand Gulf Plant's two units, the fir.t unit of

twerty six to forty-two years primarily for the which is scheduled for commercial operation

independence Station. SFl's parent companies, in the third quarter of 1984. The Company is

including the Company,each acting in accor- required under the MSE Agreements to make
dance with their share of the ownership of its share of the $12.5 million per month advance

SFI's common stock, joined in, ratified, con- power purchase payments commencing Janu-
firmed and adopted the contract and obliga- ary 2,1954 and continuing until the earlier of
tions of SFI thereunder. Under the contract, the date the first unit of the Grand Gulf Plant is
investment in the mine for leases, plant and placed in commercial operation or December
equipment is the responsibility of the joint 31,1984,
venture. In order to limit the joint senture's Effeco.ve N,osember 1981 the System operat-
insestment rights and, hence, the amount to be ing companiys entemd into a maHoeauon agree
paid to it as a component of the price of coal, nwnt aHoeaung the capacity and energy asadaNe
the contract prosided that SFIinvest any funds to RE hom Unp Nos. I and 2 of Grand Gulf
for plant and equipment in escess of a speci- * and 26.23*,,:

"' I"U "," * U C ' " "'P""Y' 3fied amount. Arkansas Power & Light Com- 3 and R9N and M.w Weans
pany ( AP&L), Missinippi Power & Light E"E'' S"y" ' - h NOPSIL 29.Nr'. and 29.Nrt ,
Company (MP&Li and Arkansas Flectric Coop- k M *''U'"I 'y ye.(Y Ihn aHoeadon was cons' tent witherative Corporation.as co-ownen in part of the a pdor aHoeau.on of (apacy and enagy for
Independence Station, have agreed to make the Units made among the company, MPAL
the investments rather than SFI and, according!y. and A M punuant m a menaranduniof
hase reimbursed SFI for investments previ, undentand,mg emuted by the System operat-
ously made by it. Mine construction is nearing ing companies on July 21,19N). Under the
completion with first contract deliveries made

'C"U"#"N"","F"""*"'. the tonipany, M P A L
in January,1984. and NOPSI m proportion to such allocations,

SFl executed a contract for the purchase of hase agreed to assume and hold APAL harm-

an estimated 100 million tons of coal with an less from all of the responsibilities and obliga-

option to purchase an additional 50 million tions of that company with respect to the MSE

tons of coal. ily separate agreement, the Com- Agreemenh and.in consideration thereof. APAL

pany guaranteed SFl's performance of the con- has relinquished in rights in the Grand Gulf
tract and agreed to purchase the coal from SFl. Plant.

The coalis to be used at the Wilton Station. On February 3.1984.an Administratise Law
the commercial operation of which is now J for de Federal Energs llegulatory Com-
espected sometime in 1993. SFI has notified mi ion ruled on a unit power sales agreement
the coal supplier of th,s delay and is resiewing punuam m nich MW had propwd m W1ini

with the coal suppher powible alternatives to a from is Gmnd GuH Plam a h Compg
,

eliminate or mitigate the effect of thn delay on MPAL and NOPSI. 'Ihe ruling recommended
increasing the price of coal. dut dw Company should be responsible for

'I he Company, together with the other Mid. It'.of the capacity and power from MsEN

die South System operating companies,is obli. ownenhip of the hnt unit at the station, but

gated under agreemenn (MSl! Agreements) deferred any recommendation on the second

with Middle South linergy,Inc. IMSlin in accor- unit. 'lhe estimated cost of the fint unit is 12.7
dance with stated percentages specified therein billion. 'l he ruling now goes to the fise mem-

ber commiwion for a decision,
to make payments or subordinated adsances
adequate to coser all of the operating espenses on til 30,192 Min Souh h e w
and certain of the cap,tal costs of MSE. Ihe i N W on N MH W k Com m al ki

18
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other hiiddle South System operanng companies,
issues.other than an issue insohing the tasabihty
of customer depinits, h.ne been settled with

filed for approval with the FliRC a new agree- the Appeah Officers. Such settlement is sub-
ment prosiding for the coordinated planning, ject to resiew and final apprenal which isconstruction and operation of its generation

espected to be receised in 19X4. Adequate
and transmission facilities. Rates under the prosisions hase been recorded on the booksnew agreement became effecthe on January 1. Any finalliability which may result from the
19M3, subject to refund. Various parties hase resolution of the customer deposih issue woukt
intervened in these proceedings. Some parties

not hase a material effect on net incomeare contesting the method by which the agree- because income tases on customer deposits
ment equalires capacity and energy among the wouhl be normali/ed.
System operating companies and certain pro-
posah,if adopted, could cause material changes 3, [,{lles of cre(lit itfl(Iin the allocation of costs among the companiet
Testimony was concluded in December 19X3. regaletg glorrOWglig%
On 1 ebruary 2,1984. N1SS notified the presid, At I)ecember 31,1953 the Company had

~ ing ALI, designated by the I:1!RC to hear this $29J nullion in lmes of credit with Louisiana
proceeding, that the Company and two other banks and panicipated with the other Niiddle
N1Sl! operating companies will support an aher. South $ stem operatmg companies in $200

3nate cost allocation method designed to bring milhon of consolidated knes of credit with
about a form of equalitation of production banks outude the Niiddle South System area of
cosh among the operating companies amt that sen ice. Compensating balanceu approsimately
the remaining operating company will con. % of the commitment amounN or equhatent
tinue to support the original proposal. Subse. fees are required by ecrtain of the lending
quently, the Company and two other NISU bankt Additionall), the Company participates
companies (ded Statement of Separate Pov with certain other companies of the Middle
itions punuant to the notice filed bs MW in South System in a money pool arrangement
addition the Company and the two Other MSIJ whereby those companies with asailable funch

[ operating companies supporting the equaliza. make shortaerm loans to other companies in
.. tion concept base fded a proposed Offer of ine $ssicm heinnhon*rm her-ing require-

S,niemeni. nc maner is sidi penaing befme menit 'I he Company aho has arrangemenh>
the AlJ. with a commercial paper dealer for the sale of

in the interest of economie efheiene). the connnercial ppen 1 k Componn m,n borrow
(,ompan) and b() PSI are deseloping a plan to ggg gh gg ,gg g [o ih nb

nuun audmii/ed lesel of short4crm borrowineseonsolidate the two comp.mies and their opeia'
tions into a new company to be called I ouisi' Ihe Cong b weeiu d Moritmion Nm

I

|ma Power A lj ht tompany. I hh consohd uion
gg, see,j,;e, and (Mme Commiwion under

g

-

n planned to occur as soon as the necesMit') g, pggjg gi gg |pgj gg,4ggy g, g ,g

regulatory and other approsah are recched. onhiamhne at 5 one time Wou.hrm borrow-
fgg g , gg gg, gg7 g{

MSII, which currenti) ow ns all of the outstand- g , , ,

ing common tock of the Company and N(1 PSI, SM nulhon m it, of the Compann capitali-

would own all the common stosk of the new
,,giom y g, ,,M of 1933 aM 195he aggre
g.de amounh ol unused hoes of credit withcompanh
I oumana banks were $2 L2 million and $2K9

"

'I he l'ederalincome t.n returns for the sean nulhon, respectnelp I he operating compa-
1971 through ICh base been esamh ed 14 the nics hmi m,nlaNe at the end of 1953 and 19M2,I

Internal Resenue henice ilRSt and adont. S122.1 nulhon anil 556 nullion, respecthel),
menh h.ne been proposed. l'ormal written nnder lhe 00bi lidated hnes DI Credit.l

protesh hMe beet) hled and confClences hee
been held wuh AppeahOfficen of the IRS. All7

}-

.
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The short-term borrowings and the applicable interest rates (determined by disiding applicable
expense by the aserage amount borrowed) for the Company were as follows:

1983* 19M2* 1981

(In 1 housands)
Maximum borrowing , . 5185,1 Ih 5145,793 5106,443
Year-end borrowing . . 5178,(W M) 5 44D10 5 57,059

.

Aserage borrowing:
llank loans . . 5 59,699 5 31.72M 5 44.463

,

Commercial paper .5 592 5 25,1N) 5 27,544

Av.ociated companies . 5 25.h92 - -

Aserage interest rate during the period:
llank loans . 9.9% 15.4 % 17.6 %

.

Commercial paper 9.5% 15,7% 17.6 %.

Associated companies 9.4*
Asera),e interest rate at end of period:

llank loan , 11.0 % 9.8% 14.1 %

Commercial paper - - 14.1%.

Associated companies 9.9% - -

* Computations exclude interest expense accrued on settlement agreement funds used by the Company
(see Note ii1.

6. Income taxes
income tas expense is composed of the following:

1981 1982 1981

(In Thousandsl
Current:

Federal , 5 2,725 5 1,463 511,495

State 3,010 6,974 10.320

Total 5,735 8,437 21,N15

Deferred- net:
Liberalized depreciation . 4,550 5,967 6,020

Deferred fuel cost . 12,663 p 5,336 th,715)
.

Other 1,721 4,656 1,186

Total 3,60M 15.959 (1,509)
.

Insestment tax credit adjustments-net , 13,293 32,744 43.109

Recorded income tax expense . . 522,636 557,140 563,415

Charged to operations .545,635 570,069 577,197

Credited to other income . 122,999p (12,9291 a 13,7821

Recorded income tax expense . 22,636 57,140 63,415

income taxes applied against the debt component of AFDC , 26.019 14,227 14.089

Total income taxes . . 54x,655 571,367 577,504
.

Total income taxes differ from the amount computed by applying the statutory Federal income tax rate to
income before taxes. The reasons for the differences are as follaws:

20
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1981 1982 198I

% of PreJIns % of Pre.Tas % of Pre-Tas
'

Amount Income Amount income Amount income ;

Computed at statutory rate . 570.924 46.0% 5M0,315 46.0"a 5h6.427 45.0% y
'

Increases f reductions)in tax resulting from:
Allow ance for funds used during

coreruction . (45.50t h 129.5) (24.896) (14.36 (22.323) ( 11.9)
Tas sasings duc to f4ing a consolidated retum . (200) 1.11 (2,431 11.41 14.3001 (2.3)

State income tases net of Federal meome tas
effect 1.595 1.2 4.652 2.7 5,484 2.9

Other-net . 14,4836 ( 2.9) (50f h I.31 (1,8736 ( 1.0)
, .

Recorded income tax expense . 21636 14.7 57,140 32.7 63.415 33.7

Income tases applied against debt component
of AFDC 26,019 12.3 14.227 5.1 14.089 4.7

Total income taxes . 548.655 27.0 % 571.367 37.8 % 577,5(M 38.4%

Unused insestment tas credits at December 31,1983 amounted to 577,903.000. These credits may be applied
against l'ederal ir.come tax liabilities in future years. If not used, they will expire in 1992 through 1998. ,j

7. Leases 8. Transactions with affiliates
The Company accounts for leases on the The Company buys electricity from and sells .

same basis as that used by its regulatory author- electricity to the other operating subsidiaries
ity in the ratemaking process w hich determines of MSU,its parent, under rate schedules filed
the resenues utilized to recover the lease costs. with the FERC. In addition, the Company

purchases fuel from SFl and receives technical
-

in 1950. the Company entered into a sale and and advisory services from Middle South
leaseback of certain office buildings and related b C#S'I"C- a
real properties. A gain of $13,438jX)0 has been
deferred and is nor being amortized over the Operating revenues include revenues from
life of the lease. The lease is for a primary term sales to affiliates amounting to $25,310,000 in

of 20 years and requires minimum annual rent- 1983,530,832fXX)in 1982 and $31,915,000 in

als of approximately $2,996.000 through 1985 1981. Operating expenses include charges from
and 53,3073)00 thereafter. affiliates for fuel cost, purchased power and

technical and advisory services totalling
, jental expense amounted to approximately $339,314,000 in 1983,5407,903,000 in 1982I

$3,386,0(X),55,748JXX) and $4,839,000 m 1983, and $516,380,000 in 1981.
1982, and 19S1, respectively.

The Company has SEC authorization to 9. Pension plan
lease nuclear fuel up to 5130.0(X),000. Lease The companies of the Middle South System
payments, based on nuclear fuel use, will be have various pension plans covering substan-
treated as cost of fuel. The lease, unless sooner tially all of their employees. These plans are
terminated by one of the parties, will continue administered by a trustee who is responsible
through June 1,2028. The unrecovered cost for pension payments to retirees. Various invest-
base of the lease at December 31,1983,1982 ment managers have responsibility for manage-
and 1981 was $120.332jXX). 5108,479 000 and ment of the plans' assets. In addition, an
594,078JXX), respectively. independent actuary performs the necessary

Other lease commitments are not significant. actuarial valuations for the individual company
plans.

. . .
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Effective January 1,1982, the Company modi- The comparison of the actuarial present
fled the method of amortizing prior service values of accumulated plan benefits and plan
costs by changing from a fixed amortization net assets for the Company's defined benefit
period of thirty years to varying amortization plan is presented below. This comparison was
periods not to exceed thirty years. The effect determined in accordance with the provisions
of this change on 1982 pension expense was not of Statement of Financial Accounting Stand-
significant. Total pension expense of the Com- ards No. 36 which requires the use of certain
pany for 1983,1982 and 1981 was 56,841 JXX), assumptions which are different from those
55 0073X0 and 57JX)MjKX), respectively. used by the Company's actuary in determining

an appropriate level of funding for the Company.

January 1,
19M1 1982

Iln Thousands)Actuarial present value of
accumulated plan benefits:

Vested .549J59 543.236.

Nonvested 3.876 3.2M. . .

Total . . 553.635 546,470

Net assets available for benefits . 592.935 575.659,

. The assumed rate of return used in determining the actuarial present value of accumulated plan benefits
was 9%.

10. Rate increase applications commercial operation of these units. A major

As a result of the March 21,1983 LPSC portion of the Company',s proposed increase in
retail rates had been designed to cover the

order concerning the disposition of funds revenue requirements associated with commer-
received in connection with the settlement of a ( ial opuation f these units. The Company is
dispute with a gas supplier (see Note 11 to studying the LPSC dec,sion and has not yeti
Financial Statements), the Company reduced ,

determined whether or not it will appeal
its $412 million of additional net annual reve- therefrom.
nues sought in its January 1983 general rate
increase application to 5309 million and with- .

drew its emergency application of $160.8 million, The LPSC,s order stated that if the Company

which amount was part of and included in the continues to believe that the commercial opera-

5412 million general rate increase application. tion of these units will require a rate increase, a

On February 20,1984, the LPSC rendered its new rate filing should be made at an appro-

decision granting the Company an increase of priate time and that such a fihng will be
568,982JXX)in a'dditional annual revenues, considered m due course by the LPSC. Assum-

ing that the Company does not appealIrom the
in rendering its decision, the LPSC, after order,it intends to make all necessary filings

adverting to certain delays in commerciai oper- with the LPSC and to take all necessary legal
ation dates for two nuclear units, the first unit and other action in order to obtain the rate
at MSE's Grand Gulf Plant and the Company's relief necessary to enable it to meet its obliga-
Waterford No. 3, rejected any allowance in tions resulting from the in-service status of
rates which would reflect the in-service status Grand Gulf No. I and Waterford No.3,promptly
of these units,and stated that a new rate filing as these units go into commercial operation. ~
should be made at an appropriate time for any
rate increase to be requested on the basis of the
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f I1. settlement agreement with provide in general that the refunds be made as
follows: the 5587 milhon received by thei

gas Suppl. ~
!cr Company on June 4,1982, plus interest, or a

A dispute between a gas supplier and the total of $637 million, shall be refunded in
Company arising from the gas supplier's 1983 ($621 million had been refunded through
claimed inability to deliver full quantities of December 31,1983), the $250 million received
fuel gas due the Company under several natural in January 1983 shall be refunded in ten equal
gas contracts was settled by the execution of installments beginning in 1984 and the $250
a settlement agreement on June 4,1982. The million received in January 1984 shall be re-
settlement agreement provides for the payment funded in nine equal annual installments
of 51.087 billion in cash (of which 5587 million, beginning in 1985.
5250 million and 5250 million were received by Pending the decision by the LPSC,in 1982
the Company m June 1982, January 1983 and the Company had used approximately $329
January 1984, respectively) plus a guaranty of million of the settlement funds to repay its
savmgs of at least $583 milhon m certain gas short-term borrowings incurred to fina'nce its
acquisition ecus between 1982 and 1996. On construction program and for other corporateMarch 21,1983, the LPSC amended its order

purposes. As a result of the LPSC order, the
of January 17,1983 (which required, among Company accrued in 1983 and 1982 interest
other things, that the Company refund in two expense in the amounts of $11,101.000 and
installments the funds received in 1982 and 519,218,000, respectively, relating to the funds
1983, plus interest earned on these funds) to used by the Company.

12. Quarterly results (Unaudited)
Unaudited operatmg results for the four quarters of 1983 and 1982 follow:

(Juarter Operating Operating Net
I:nded Resenues income income

(in Thousands)
1983:

51 arch , 5267,205 533,016 523,623

June 252,322 30,929 28,254

September . 349,138 49.177 47,373

December . 276,078 33,313 32,296
.

1982:
N1 arch ' , 243.698 42,157 26.817

271,469 40,023 26,860June .

369.831 51,135 45.611September ,
December' 310.585 39,794 1h.170

* For the month o' December 1982 net income was decreased 59,913,000 for interest expense accrued on
the settlement agreement funds received from a gas supplier on June 4,1982 and used by the Company
(see Note 1!).

The business of the Company is subject to period should not be considered as a basis for
seasonal fluctuations with the peak period estimating the results of operations for a
occurring during the summer months. Accord- full year,
ingly, earnings information for any interim
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13. Effeet ofinflation on The cost of fuel used ir3 generation has not
been restated from historical cost in nominal

operat. ions lunauditedi dollars. Regulation limits the recovery of fuel
The following supplementary information costs through the operation of adjustment clauses

about the effects of changing prices on the or adjustments in basic rate schedules to actual
Company is prosided in accordance with the costs.
requirements of Natementof Financial Account- As prescribed in Statement of Financial
mg Standards N>. 33, hnancial Reporting and Accounting Standards No. 33, income taxes
Changing Prices . It should be siewed as an were not adjusted.

,,

estimate of the effects of changing prices,
rather than as a precise measure. The regulatory commissions to which the

. Company is subject allow only the historical
C,onstant dollar amounts represent h.istoncal cost of plant to be recosered in revenues as

costs adjusted for the effects of general inflanon. dwimion. Therefore the excess of plant
The effects are determmed by converting these stated in terms of constant dollars or current
costs into dollars of equal purchasing power cost over the historical cost of plant is not
using the Consumer Pnce Index for all Urban presently recoverable in rates. This excess is
Consumers t CI l-U). reflected as a reduction to net recoverable

Current cost amounts reflect the changes in cost. While the rate-making process gives no
*

specific prices of property, plant and equip- recognition to the current cost of replacing
ment from the year of acquisition to the present. property, plant and equipment, the Company
The current costs of property, plant and believes, based on past experiences, that it will
equipment, w hich represent the estimated costs be allowed to earn on the increased cost of its
of replacing existing plant assets, are deter- net investment when replacement of facilities
mined by applying the Handy-Whitman Index actually occurs.
of Public Utility Construction Costs (llWI) to To p op reDat the nonons s of rate

~ regulan[on@in the Statement of income fmmthe cost of the surviving plant bs vear of
acquisition. Land and certain otiier plant assets Operations presented below, the reductmn of

,

which are not included in llWI were converted
net pmpertp plant and equipment to net recov-using the CPI-U. erable cost is offset by the gam from the

The difference between current cost amounts decline in purchasing power of net amounts
and constant dollar amounts results from spe- owed. During a period of inflation, holders of
cific prices of property, plant and equipment monetary assets suffer a loss of general purchas-
(as measured by the llWil changing at a rate ing power while holders of monetary liabilities
different from the rate of general inflation (as experience a gain. The gain from the decline in
measured by the CPI-UI. purchasing power of net amounts owed is

primarily attributable to the substantial amountThe current year's depreciation expense on
of debt w hich has been used to finance property,the constant dollar and current cost amounts
P ""I and eqt3 pment. Since the depreciationI i

of property, plant and equipmeat were deter-
on tin.y plant is hnuteg to the recovery ofmined by applying the reported depreciation historical costs, the tompany does not haverate of the Company to the indexed amounts.
the opportunity to reah,ze a holding gam on

,

debt and is limited to recosery only of the
embedded cost of debt capital.
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Statement of income from Operations and Other Financial Data
Adjusted for Effects of Changing Prices for the Year Ended December 31,1983

(In Thousands)
As Reported in Adjusted for Adjusted for

the General Changes in
l'inancial Inflation Specific Prices

S:atements qConstant Dollars) (Current Costs)

| Revenues * 51,144,743 51,144,743 51,144,743

Operating expenses texcluding depreciation)* . 1952,493) (952,493i (952,493)

Depreciation 145,815) (106.163) (118,458)

Total operating expenses 1998.308) i1,058,656) (1,070,951)

Operating income 146,435 MJ)87 73,792
0:ber income' , 100,770 100,770 100,770

Interest & other charges' (115,659) t 115,659) 1115,659i

Income from operations (excluding adjustment to net
recoverable cost)" , 5 131,M6 % 71,198 5 58,903

Increase in specific prices (current costs) of property,
plant and equipment held during the year *" . 5 206,985

Adjustment to net recoserable cost , 5 (36,206) 5 (49,063)
Effect of increase in general price level . (181,833)

Excev (deficiency) in specific prices, after adjustment ta
net recoserable cost, over increase in general
price lesel (23,911)

Gain from decline in purchasing power of net
amounts ow ed $1,594 81,594

Net , 5 45,388 5 57,683

* Assumed to be " average for the year" dollars and thus are not restated.
" Including the adjustment to net recoverable cost, income from operations on a constant dollar basis

would hase been SM,992.000 for 1983.
"* At December 31,1983, current cost of property, plant and equipment net of accumulated depreciation

was 55.215,691,000 while historical cost or net cost recoverable through depreciation was 53,170,404,000.

Fise-Year Comparison of Selected Supplementary Financial Data
Adjusted for Effects of Changing Prices
(in Thousands of Average 1983 Dollars)

1983 ' 1982 1991 1980 1979

OPER ATING REVENUES . 51,144,743 51,234,043 51,224/M9 51,031.974 5 765,183
tilSTORICAL COST INFORM ATION

ADJUSTED FOR GENFR AL INFLATION
Income from operations tescluding

adjustment to net recoverable coso ,5 71,198 5 61,266 5 81,105 5 67,506 5 29,988
Net assets at year-end at net recoverable

cost , , 5 765,711 5 663,216 5 652 871 5 651,432 5 632,677
,

CURRENT COST INFORM ATION
Income from operations (excluding

adjustment to net recoverable cost) .5 58,903 5 47,598 5 65,376 5 55,874 5 28,683
Excess ideficiency) in specific prices, after

adjustment to net recoverable cost,oser
increase in general price toel , .5 (23,911) 5 (5,031) 5 (I15,637p 5 (187,711) 5(207,152)

Net assets at year-end at net recoverable j

cost . , 5 765,711 5 663,216 5 652,871 5 651,432 5 632,677 |
|GENERAL INFORM ATION

Gain from decline in purchasing power of
net amounts owed . . .5 81,594 5 67,710 $ 136,999 5 183,029 5 191,944

Average consumer price index 298.4 289.1 272.4 246.8 217.4

25,
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Record of progress 1973-1983

1983 1982 1981 1980

Estimated population sersed . 1,629/NX) 1,N N),(x o 1,585j W N) 1,553JW X)

Electric customers- year end
Residential . 4X7,14% 4783N) 469,995 457,191

Cornmercial 53,812 52jX)I 50,574 48,617

Industrial . 7,503 6,618 6,655 6.846
,

Other . 3.562 3.408 3,352 3,250
.

Total electrie customers , 552J25 54035] 530.579 515,404
_

l'lectrie operating resenues 45(XK))
Residential , ,5 358,X40 5 3MJM)5 5 MI,555 5 265,0X0

Commercial . 186,822 182.981 IM,653 123.656

Industrial 529,M9 574j)60 525349 358,177

Other. 69,432 74.537 56.2tL4 106,610

Total electric operating revenues . . 51,144,743 51,195,5h3 51,117,761 5 h53,523

KW11 sales imillions)
Residential . 6.274 6,429 6,405 6395
Commercial 3.16X 3,130 3,016 2,876

Industrial 11,491 12,997 13J)67 11,963

Other. 1.305 1385 1,6M 2,705

Total sales 22,23X 23,941 24.152 23,945

Residential customer data
Aserage annual use-KWil . 12,996 13.545 13,791 14.177

Aserage annual resenue per KWil 5.72c 5,66c 5.33c 4.14c

Commercial customer data
Average annual use-KWil . 59,886 N),900 60,669 N),129

Average annual resenue per KWil 5.90c 5,85c 5.46c 430c

Peak System demand (N1WI 4,207 4,259 4.256 4,07X

5 stem input t KW11 in millions)3

Generation 12,922 14,540 15,471 16,440
,

Purchased power . 10.662 10,567 0.745 X,670

Total system input 23,5M4 25.107 25,216 25,110

Fuel eost for g(neration (50ixh . 5 349,596 5 3X7,710 $ 356,786 5 296,820

Generating capability (N1We 4.618 4,625 4,625 4,625

lleat rate-BTU Per KWil generated , 10,793 10,800 10.681 10,753

Operating income (5fXXh , .5 146,435 5 173,109 5 153,135 5 116,301

Net income t St MXh .5 131,546 5 117.458 5 124,469 5 |(W).676

Gross electric plant (9x th . 53,688,148 53.131,461 52,634Jx o $2319,246

Total assets (9M Xh . 53,558,817 53,602.112 52,330,201 52,078,415

Capitalitation 19xMh
Long-term debt . 51,173,453 5 947,596 51 JX)l .209 5 828,959
Preferred stock, with sinking fund . 240.951 169,101 121,381 121,381

Preferred stock, without sinking fund 145,882 145.882 145,hX2 145,582

Common equity 778,798 M9.hXl 615.895 5M,109

Total capitaliiation ,52339fh4 31.912.460 51,hM,367 51,660361

Employees-year end 2,756 2,721 2,499 2342
20
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1979 1978 1977 1976 1975 1974 1973

1,N N,(x x) 1,455,(XM) 1345jxx) I JO4,0(X) 1.250jx x) 1,225,(x h) 1,187,0)O
|

| 443.527 427,938 395,479 384.213 366,242 356,479 346,0xx

|
46,84X 44,h84 40jN6 38/32 36,166 35,014 33,n39

7,162 7,518 7,651 6,586 5,h24 5,424 5,733
3,173 3JM4 2,770 2,6M 2,496 2,425 2,313

500,710 483 384 445,'N6 432,065 410,728 399.342 387,973
--- - - . - - - _ . . . - -

5 t h0,3M S 146,326 5 124,NX) 5 93,7!2 5 87,519 5 85.791 5 78,N)9
85,9X3 68328 55395 42,505 39,7b9 38,(N2 34J49

212,853 141,N)3 114,874 77,278 M,386 65,2M 53,453

78,2 3 99,91M 84.179 117,7X2 72.h50 53,605 43,085

5 557,476 5 456,375 5 378,951 5 331.277 5 2M,844 5 242.752 5 209,396

5,996 5,b62 5334 4.597 4,346 4,956 3.951
I 2,721 2,624 2,268 1.965 1,852 1,671 I.596

11,3h8 9,685 9,02h 8,068 6,N N) 6,133 5.823
3,147 4,541 4322 6.921 6,359 6,7hh 6,627

23,252 22,712 20,952 2I.551 19,157 Ih,54h 17,997

13,758 14.063 13,6h0 12,328 12,028 11,249 11,594

3.01c 2,50e 2,33c 2,(Me 2,02e 2,17e g ,99e

59363 N),498 57,502 53,115 51,940 48,447 47,986
3,16e 2.N)e 2.44c 2,16e 2.15e 2.2Xe 2.13e

4,(NI 3,852 3,515 3,1N) 2.883 2,692 2.563

18,429 21,251 20,204 2I.541 1h,93 I I 7,'N 4 17,532
5,b60 2,799 1,901 I J177 1,154 1,594 _ 1,034

24,289 24j)50 22.105 22,618 20j)h5 19,498 18,b66

5 190,226 5 168.117 5 141,236 5 135,211 5 85,134 5 76,846 5 56,597

4,612 4.N)3 4.4 47 4,392 4 346 3,569 3,481

10,625 10,155 10,202 10,036 10,198 10,M5 10,198

5 73,861 5 69,310 5 62,556 5 59.053 5 59.629 5 59,146 5 52.636
5 65,129 5 53,744 5 44,406 5 39,227 5 43,695 5 40.hb6 5 36,946

52j)69,106 iI,792.952 51.NN,7b5 51.3(N,439 51.172.9 I I 51,077,798 5 933 393

51.542.365 5I.557,157 51,298.751 51,I58.262 51.05I 242 5 946,933 5 h14,275

5 h2'.4 4) 5 725,74S 5 566315 5 575,NN 5 519,0Xh 5 46h,957 5 3X9,186
92,99() _ _ _ __ _ _

145,882 llo,N N 110,NN N),776 N),776 h0.776 70,7N)
4h7,441 417,192 363,763 332,725 307,361 247,174 235,276

51,553,743 51,256,749 St.M )Xh7 5 989,310 5 917,225 5 796,937 5 695,222 t.

2.329 2.216 2,129 2,118 2,1(M 2,089 2,090

27
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Emergency Preparedness for Waterford 3
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St. Charles Parish Director of Emergency Pre- llanemann, LP&L Public Relations, seated see-
paredness John M. "Ikey" Lucas, standing, ond from right. Others, from left: Glenda
reviews emergency planning procedures for Clement, Tim Vial, Barbara Barreca, and Theo
LP&L's Waterford 3 with his staff and Jack Switzer.
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St. John the Baptist Civil Defense Director B. tice for Waterford 3 emergency planning. Seated
P. "Bert'' Madere, left, observes operations in is Van Gilmore as Captain Burton Ory looks
Cisil Defense lleadquarters in I2 Place prac- on.
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