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1974 UPDATED FINANCIAL AND OPERATING SUMMARIES
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FINANCIAL DATA IS MISSING FOR

Consolidated Irrigation District No. 19
City of Minidoka, Idaho
PUD No. 1 of Whatcom County, Washington
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BPaA 110 ELECTRIC ENERGY STATEMENT

CITY OF IDAHO FALLS ELECTRIC DIVISION

Nane ¢ distririler

MONTH OF_DECEMBER 19_174
ENERGY GENERATED, PURCHASED, AND INTERCHANGED THIS MONTH YEAR TO DATE
Generztion for stction use ( . 32,811  «&kwr)
Net generation (excluding staticn use):
..Stecm :
Hydro , b 3,657,779 | 44,047,490
nterrcl cambustion ' 4
Total net generatien ! 3,651,779 44,047,490
Furchased enersgy:
Trom Braneville Powor Admirigtratiar 29,328,000 254,902,000
frem ethars: wiant)
1
. Toetal putchases 29,328,000 I 254,902,000
Interchanges~in (gross) |
Tota® energQy geneorcicd, purchased
and intershanged 32,979,729 | 298,949,490
Disposition of energy goncrated, purchiased
and interchenged:
Total sales of electrie energy [frem page 1) %25,832,290 277,732,131

Interchanges-out (gross)
Enerrgy used by clectrie utility (exciuding
steticn use)

______ Total energy accounted for

Total erargy losaces '
Total Jdisposition of energy (tatul
eneryy _generated, purchased and

interchanged)
60
System peck demcnd (XE-minute 58,320 !

REMARKS  *Billing moath
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EXHIBIT A

Unity Light & Power Company
(An Idaho non-profit corporation)

STATEMENT OF FINANCIAL CONDITION
December 31, 1974

ASSETS
CURRENT ASSETS:
Cash on hand $175.35
Cash in Bank of ldaho - checking 15,356.25
Cash in ldaho Bank & Trust - checking 5,522.06
Accounts receivable L9, 484,57
Notes receivable 35,582,26
Nite guard accounts ' 2,297.05
Inventory supplies and merchancise 107,037.01
Total current assets $215,L45L,55
PROPERTY AND EQUIPMENT ,COST:
Land 3,800.00
Distribution system $7L4 555,21
Tools and trucks 71,06A8,76
Building, furniture and fixtures 63,571.83
79,195,860
Less accumulated depreciation 343,508.27 535,287.53 §39,087,53
$754,542.08
o
LIABILITIES
CURRENT LIABILITIES:
Accounts payable $15,473.80
NET WORTH:
Memberships $148,050,00
Patronage capital:
Balance, January 1, 1§74 $523,318.7!
Net earnings for the twelve months
ended December 31, 1974 67,699.57 591,018,28 739,06%,28

L —— o=

- ————— . — " —



1329 ALBION AVENUE

DONALD E. WESTFALL
CERTIFIED PUBLIC ACCOUNTANT

rerepHoNe 208 - 678-8758
January 17, 1975

Board of Directors
Unity Light & Power Company
Burley, ldaho
Gentlemen:

| have examined the Statement of Financial Condition of
UNITY LIGHT & POWER COMPANY as of December 31, 1974, and the related
Statement of Earnings for the year then ended, My examination was
made In accordance with generally accepted auditing standards, and

accordingly included such tests of the accounting records and such other

auditing procedures as | considered necessary in the circumstances.

In my opinion, the accompanying statement of financial
condition and related statement of earnings present fairly the financia!
position of UNITY LIGHT & P-WER COMPANY as of December 31, 1974, and
the results of its operations for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent
with that of the preceeding period.

Very truly yours,

/ . o P
/f'/-n(! - & 't’»«-’;ﬁ"’(’

Donald E. Westfall

BURLLY, IDAHO E331#
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WALSTON, REINCKE & OSTERHOUT

CEnTIFILD PUBLIC ACCOUNTANTS

T2EBALING BUILCING 222% CVERLAND AVE*.UE

EOx 242 sOxX »Me
R PLRI COAND B3I o : BURLEY, 1044C 233%
TrLEmMOL 436 3138 January 1C, 197. TELLPHONE €7€.3027

To The Boar:i of Dir:c’ore
Fase End Mutua. Zlectiric Co., Lid.
fup.-rt, Idahe 8333C

We have examined the Comparative Bala:ce Sheet of East
End Mutual E.eciric Co., Lid. (ar. ld=ho '.ax Zxempi Jerporat Lou)
as of Noverb.r 30, 1974 and the related Cormparativ- Statwement
of Operations ard Svatement of Changes in r‘nanc:a- Fostion
for the yeer ithen eniei, U.r examination was maze in acceid-
ance with generally accep.ei suditing stardarar, and accoriin. .y,
includez suchk *es’ of ‘he accoun” ing records and euch othur
auditins proceaures as wv conelder-: LEC-SSArY hoLhe gircuic’ &nCeS,

In our ofinjon, the accompanying Comparative Fa. ance S5h. =t
ani Compara:ive [tatement of Operations and Ctatement of Chances
in Financial Position present fairly tne financial position of
Fast End Mutual Eleciric Co., ltd. as of November p. L4 7“7; and
the results of its o;era:ions for tre year then -nd=d In CoOn-
formity wi*: g onerally accep el 83C0 ount ing p:;.::: «r Bpniiled

on & basis conzistent wiih tha' oo the jreceding

B
BT .

":0

= P i s o ‘-
N L W LS ’ idd’/
haLSTON, AEILC.E & U O




Z.6T 2D NUTUA L

DISTRIB’JTI(.C'. s & 'r.f-.CILITIES
(lore 1) (Sepeduar 1)

Facilities ir Service
¥obile iguipment
Orfics Louipment

prauma.aled

Deprecistion
4 Fixea fss€ils

LECTIRC
Rupert, ldaho

co., LiD.

COMPARATIVE BA1ANCF SHEET

liovemder 30, 10
Year ‘rded
Decerker 31,
1¢74 '

. -

220 Lo

Exhibit A
Page &
Gk

inc:-ase

(Decrease)

P [
2+,183.35
£18.60

wljo
e v
e ciyhebia7l

5.616.32

< 1E,8L5 0

Cas! on hani ani in Checxinz nccount $ 6,98L.5° $ y,031.98 3 2,067 .u8)
Certificaies of Deposit (Schedule 2) 24,,000.Kk 23,000.00 ( 5,000.00
Reccivables from Cus-omers 2,057.5€ 7 6. 34 146524
1nteres: lncome Hecu:ivable (Scheduie 2) 159.9% 1590 ke .58
ipventory (Note %) 2i,,%%91.0C 15,083.9¢ 7,131 .04
Current Fortion of Punp Contractis paceivable 1,2L7.5¢ 71,8470 -
Less: Reserve for Cort raste=-Currer’ Portior 1,8..".:’.}) ( 1,8 i) =il
prepaii Insarance (Sched i 3) Rt S, g2 .86 L55 480)
Total Curreit 18358 T e, £rc,. ¢ T 9 28 : iy Fre b

(ther fegets:
Dezos-t wih Project vutual Telephone co.
Capital wnership with United Ce-oF
Nenzurr.nt Tertion of bamp Cant.racls
less: neS2TVC for Comracz,s-:!oncurrer'
ie.a. Other /8Sels
TOTAL ASETIC

. SR
13¢.35 184,354

o
&
e
A
T

6,102. ‘;o ¢ & 50, LU 3 .S-o'. .':u)

{ £308.52) 7426000 - U

T - o - - —
1 Llsnh £ el o Ja -
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L
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The accomany ing

(Fxhibit B) ( MNore 5) $ 24, 6LL .00 kS
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EAST END MUTUAL ELECTRIC CO., LTD.

Rupsrt, Idaho -
Exhibit E
STATEMENT OF CHANGES IN MEMBFPS! EQUIT Page ©
For the Year ended Nevember 30, 1974
peHIP CERTIFICATES
Membership Certificates December 1, 1973 (Exhibit A) $§ &0,560.00
New lMembers added during the period:
Terry Rawson —100.00
Membershi; Cerwificates november 30, 1974 (Exhibit ) § 26,60.00

MEMBERS ' _INVESTED EQUITY

Balance Decenber 1, 1973 $ 110,792.65

kdditions:
Excess of revenues over cest of oper-
avions (Exhibit C) $ 20,233.1C
r.her Income ],642.32 21,872 had
7o0%al Menbers' “nvested Equity & 142 ,€08,0
TOTAL VEMBERS' EQUITY (EXHIEIT 4) § 15‘_‘1‘.3@.'-.



EAST END MUTUAL ELECTRIC CO., LTD.
Rupert, Idaho

COMPARATIVE STATEMENT OF OPERATIONS
Year Ended

-A‘Noveuher O
1974 197

Operating Revenues:
Elecirica. Enermy Sales - (Notes 2 & &)
Residertial
Irrigation
Total Energy Sales
ess: Cost of Electric Energy

—
o

$ 6Y,80%..3

11.125.18
g- 1,0 ol#‘

22,218.00

©“
-3
>

WO W

BExhibit C
Plﬁ@ ()

Al

1674
Increass

SQECPQQSOI

§  #,k52.28
10.843.42
20,296.30

2,508.00

I o
P Pl

$ 58,8Lb6.40
13,810,455
$ _ 45,030.00

S¥IR SRR

Cross Fevenue - Electrical Energy
Less: 207 Discount Allowance
Net Hevenue - Electrical Energy

-
o o

()

e

~J
|~
=
1S

$ 17,768.30
1,07%,68

¢ 10,70%,C2

Other fLevenues & Costs:
Materialc Sold
Cost of Materials Sold 2,937.84L
lNet Fevenue from Materials. v 222,17
Labor Sales 1 647,74
Total Other Revenue 1,421.0¢ & 803.91

$§ 3,160.01

b
—
N
oy
96

n
<
88

991.12
66,22
i B9

Total Revenue from Operations $§ 63,165.62 § 45.899.91

Operatinc “xpenses:
Salaries, lanager & laborers § 13,612,755 § 14,271.00
Payroll Tax kxpense 970.02 Gk .37
Line Meintenance & Improvements 7,003.35 3,433.55
Trucks & Equipment Expense 1,630,21
Property Tax and Licenses 2,L59.82
Use Tax 672.37

Depreciation L,711.95
Total Uperating Expenses 02,72 ¢ 28,143.27

Adminis:rative & General Fxrenses:
Office Selary % Payro.l Tax $ 4,733.54
Office Supplics, Hent & Utilities 1,460.51
Direc.ors Fees 915.00C
Legal and Accounting 1,393.00
Annual and Special Meetings 696.76
Insurance 2,391.80 4,900, 67

00
L04L.24)
638.79)
491.)

Total Adminisirative & General Expenses 9 §—411,032.L8
Total Expenses . ‘ - b, 75
Fxcess Operating Hevenue Over Total Expenses : B

er Income:

Intercs. earncd on Cer. ificates of Deposit $ 1,615.96
Poie Lental 3.0C 73.00

. 65,02 )
3,089, 83
o -2 | Iz".’ :‘ . ‘.‘“‘

Total Other Income ¥ 1,688,096

NET EXCES? AEVENUES OVER EXPENSES (Exhibit B)

The accompanying Notes to Financial Statements
are an integral part of this statement,




EAST END MUTUAL ELECTRIC CC., L
Rupert, ldaho

YANGE IN FINANCIAL PO

STATRENT OF C
Ended November 3C, 197«

For the Year

Sourzes of liet Working Cap tal

From Cperations:
Net Income from

Pole Hental

Ret

Add Depreciation expense not
of working capital

Working Capital provi
Wroking Capital provided from new
Membership certificates

Total Sources of Worklng Capita-

Uses ¢f Worning Capital:

Operations $ 20,233.iC
Interest Income (Exhibit
ixcess of Revenues over Expenses

requiring outlay
in current period

ded from opérations

R

Distribut on lines and related equipment
placed in serv.ce

INCREASE IN WORKING APITAL

The accompanying lo.es to Financial S
are an integral part of this statement.

tatemenis

Cumeie apmespieh BUALIC AECOUNTANTS

EXHIBIT D
Pagt 7

&

2i,875.43

5,616.33

$ 2 ,491.7C

100,00

$ 27,59..5¢

<o

2uah€1.92

$ _;'le'f'.?w




EAST END MUTUAL £LECTRIC CO., LTO.
Rupert, ldaho

KOTES 10 FINANCIAL S ATEMRIT
Kovember 30, 1374

xeratlons:
The nempeny «as incorporated January 26, 1918, as an 1darc Corporat.of, e Xempt
frow federa. ani £.ale income taxatior. Operations consis: of jig-ribation ol

elve.rical cnergy on 8 non-grofit basis.

beLoowins is a sumary of the significant accountirng po.icies of +ie Compary :

Lss-ts And 1iabiiliies, ar: revenues and expenses are rezognized on Lhe acCrial
Lasic of accoun’ Ni, with r2 exception -hat revenust 30 ne: refluct an &CCr Bl
“ar Lhe .ag" half of Septemker and the months of Ucloter and voverber .7 -
sseatriciy distributed 10 customers bul not billel unti. pecember, 197w. How=
ver, this practice is consisgient with prior years. Therelfore, & riselALEnENT
ef revenue is considered insignificant.

iyven.orivs are carr.d at cosl on a firsu-in, firsL-out tusis.

Fixed assel S, consis-ins ef 4igiritation Lines and ract . ities) mobi e eqa.pirilt
ani office eauijment am carried & COSL, -€8S scowrui.ated deprec.a’ .0i COTE i
o & straigh.-lin® petholi. €€ Seredule . Jov detai.s &f depreciaticn rates &nd

gas~rories,

jpyentorics at Yevenber 3, 1974 anc 1977 consisted

157k
Poles, stubs & Crossarms T 3,302.67

wire L,551.5€
iransforrors g, 529,62
veLers 9‘09.8%

Materials 1.29.2°

Total Invenlory $ 2,,991.0C

i = rilowal” Hours purchasec and Sold:

Delivered So.d to 1rri- Fesi- wine
Year by Bp’ Customere ga:ion dential Loss

1974 2,:04,#0 7,05¢6,.0C 1,489,990 5,56€,110 1,Un"," 00
1973 &, 206,00 6,102,655 923,240 5,179,215 0% . Sh5
1963
Thru
1974 5;.313,026 L 855,058 4,197,587 L1,584 475 5,458,868

BUTY. CERTIFIFD run € ACCOUNTANTS
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Eas: *n3 ''utual Kleeiric Co., td. Notes :o Financial Siatements (11/30/74)

5 = Membersiip Ceriificates:

Ferberships at loverker 30, 1974, totaled 25¢ voting merzars. However, a few
merbers o:m more than one certificate ss a result of buyyiri property for which
ano:her menmbership certificate existed. In such instances, howevsr, a menker
owr..rg nore wran one membtership certificate is limited to on.y one vole (n
copera.¢ busin.ss. This is in accordance with Article X1, Section 7, of ik
Corpora.¢ By.aws as revised 1971.
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Dogemuer 31,1974 nd 1973
- Electric Utility Plant:

Other Property and lnvostmmté:

Current Assets:

Deterred Charges:

1974 1973
{Thousands of Dollars)
In service, at original cost(Note 9). ... ......... AN ey B $589,036 $527.525
Less—Raserve for depreciation(Note 1) . ......oovinnt 97956 89344
491,080 438.181
Construction viork in progress, incl-udmg $217.273.000 for
the Tro,an Nuclear Plant st December 31, 1974 (Note 9). . .. 264,847 213 68¢
TR T R L A R I g RS e _ 29,385 16. 47u
785,312 668 .336
Nonutility property. substantially at cost, less reserve. . ... ... . 2202 1,786
Sales contracts receivableandother.............ocovvenens 3,004 3.895
. . 5,206 5.681
DR . ... .. connsnntn o) b ANTSRoH & 1ok BuaRnen S0 11,703 12,195
Receivables
CUSIOMEIS BCCOUNTS . . . oo o vevrasessssnnnsnnssansnns 9,261 8376
Other accouMS aNA NOIES. . ... v cvverrrrrrnsrssnnsssnss 2,249 2,531
Reserve for uncollectible aCCOUNS . . ... ...vvvvivivieirs (355) (355)
Materials and supplics, at average cost:
e e e P SR T P P e e 15112 33156
T e ey e AL el R e ST e e 6,707 4,654
Property taxes aophcable to subsequent periods. ............ 6,774 56568
L O S R DS 1,040 1.113
52,481 37, 387
Preliminary engineering and survey costs on R
proposed generating PIantS. . ........cvviriiirriiiiirias 4154 2,229
Unamortized debt @XDeNSB . . ... ..o ovvivivvsernsssssnssses 2,522 2,098
SN ORI CRBIODE . . i ¢ ¢osssissirrsooibisrsnpssssrs 1,277 247
79853 6. 798
$850952 718202
- £
>\
o0\ X )
- &\ /
. o
L,
S\ ©
o J
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Capitalization

(seec accompanying statements).

Current Liabilities:

Other:

1973

. 1974 73
(Tiousands of Dol .
Common stock T N R R S A e $241.965 $187 74C
Cumulative preferred stock, ... ... ... e R A T 80,000 &7 .00
Longtermdebt ... ............. b S A BAT T 2 & 335244 3215
Total capitalization. ............covuvvriivnnasns 657,309  50u 20’
Long-term debt maturing withinoneyear.......... ........ » 27,199 -
Current sinking fund requirements on long-termdebt . . ... ... 2,386 23508
Short-term notes payable (Not@ 10). ......ccvvviivviinnnnns 95,791 6C 114
Accounts and wages payable. ... ... B L i o e S e D e 29,253 3C.142
Dividends payable . . . .......vvivieiiinsiirisrrirniinrens 6,774 §:29
AcCrued general taxes. . .........covvrarrrarsirrersianss 10,821 8905
Accrued income taxes (Note - s - IS et R 406 822
ACCIUGO INTOTOBE. ... .. .....oviiuerersrnisnbasicnvonsoans 56346 _ 4296
177876 112118
Delerred income taxes—accelerated amortization (Note 4). ... 7,008 7.549
Deferred investmeont tax credits (Note 3). . .. ..o vvvvvnievnns 4,417 2413
Possible additional income taxes and other
CONHNDINCIOB INOIE 1) .. ... o cvvivvsvinsnrsnsensssncsns 1,889 1.869
Deferred revenue—excess power costs (net of income taxes). 1,937 -
RO . . i i . i 5o f nihd b DT BB E RN i B AR A 316 303
Commitments and contingent liabilities (Note 15). . .......... - -
15,667 12254
§850,952 §718202

The accompanying notes are an integral part of these statements.
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m 31,1974 and 1973

Common Stock Equity:

Cumulative Preterred Stock. $100 Par
Value Per Share, 2,000,000 Shares
Authorized (Note 12):

Long-Term Debt:

nitelizetion

"
.

1974 1973
(Thousands of De'tars)
Common stock. $3 75 par value per
- share, 20,000 000 shares authorized,
13.500 000 and 10.50C.000 shares
outstanding ‘MNote 12) ... ............$ 50,625 $ 39.375
Other paig-in capital (Note 12) .......... 108,146 72.183
Capital stock expense . . . . ...........oe: (1,432) (1.264) |
Retained earnings (Note13) . ............. - 84,626 __17.452 |
Total common stock equity ... . . . 241,965 965 36.8% 187 746 316,
Series outstanding (redeemable at the
Company's option)
9.76% 100 000 Shares, redeemablo to
November 1, 1980 at $110 and at
reduced amounts thereafter .. ........ 10,000 10.000
7.95% 300.000 Shares. redeemable to
July 1, 1977 at $108 and at reduced
amounts thereafter . . ............... 30,000 30.000
7.88% 200.000 Shares, redeemabie 10
April 1, 1978 at $108 and at reduced
amounts thereafter. . .............oovs 20,000 20,000
8.20% 200.000 Shares. redeemable 10
July 1, 1978 at $108 and at reduced
amounts thereafter .. i 20,000 __20.000
Total cumumwe pfefmed stock T 80000 122 _ 80000 135
First mortgage bonds: 1
3% %Seriesdue July 1,1975 . ......... 27,199 27220
3% % Series due November 1, 1977 ... .. 5,906 6.166
3% %Second Series due Nov. 1.1977... 2,798 2.798
3% % Series due November 1, 1884 .. . .. 8,183 8.383
4% % Series due September 1,1986. ... 12,160 12,480
4%9% SeriesdueJune 1, 1987 . ......... 7,800 8.000
6% % SeriesdueJune 1, 1990 ......... 12,300 12.600
6% % Series due November 1, 1991 ... .. 10,800 10,950
4% % Series due February 1. 1993. . .. .. 13,872 14,060
4% 9% SeriesdueJune 1, 1993, .. ....... 16,650 16,875
4% % Series due April 1. 1894 . . ... 16,875 17.100
4.70% Series due March 1, 1995, . ... ..., 13,300 13475
5% % SeriesdueJune 1, 1996 .. .. .... 11,680 11.700
6.60", Series due October 1, 1997 ... . ... 22,725 23.088
8% Series due April 1, 1977 ..., .. 20,000 20,000
%% o Series due November 1, 2000, .. .. 20,000 20,000
02; Series due November 1. 2001 ... 20,000 20.000
7% % Series due November 1. 2002 .. . .. 20,000 20.000
7.95¢% Series due April 1,2003 ... .... 35,000 35.000
8%, Series due October 1. 2003 ...... 17,000 17.000
10'; %, Series due December 1. 1980. . ... 40,000 —
6%% Sinking fund debentures. due 1983 .. 10,500 10875
Real estate purchase contracts . .. ........ 606 _
365,224 328 |
Unamortized premium on long-term debt . .. 17 32 |
Unamortized discount on long-termdebt ... (312) (352) |
364,929 328.391
Less~ Amounts included in current
habihties (Note 14)
Long-term dobt matunng withinone year (27, 199) -
Current vk fund requm ements (2.3806) (2.308)

335344 510
. $657.309 100.0%

3726 083 510
£5036.0 1000

Total long-term debt
Total captalization

The accompanying notes are an integral part of these statements
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Forihe Yo ; Ended Docember 31

e

Operating Revenues

Operating Exponses and axes

Interest Charges:

Net Income . ;
Preferred Dividend Roounemcm

Income Available for Common Stock
Average Common Shares Otstanding

Earnings Per Average Common Share
Dividends Declared Per Common Share

- Statemeants of Rat

For the Years Ended December 31

Ilhleeotﬂqhmngoﬂ’mod
Add-Nei Income .

Deduct:

Batance at End o! Peiiod (Note 12)

"N iy
L (W AN L Le

1974 _ywi w2 wn 190
(Thousands ol Dollavs)
..... $146.001 $124£33 $112443 $104919 €870
Operation
Ponor purchased and interchange —net 37,385 30.793 24 R43 22204 19477
Prosuction . . 7675 £941 2357 2.109 1.0
Teansmisson and distnbution 7914 6.742 5,988 5800 4.7
AUrURISIES: /e 8073 Other 14,806 12762 12437 1 10.L.
Mainterance and repans 'Note 1) . 6,397 5749 4,969 4636 K3
Dopreciation annuity and interest on 5%
sinking funz method (Note 1) 12,060 11,290 9,962 9.231 8.175
Taxes other tran income taxes Note 1b1 14,322 12,746 11.964 10,849 10.035
Taxes on income (Notes 2. 3, 4 end B). ’
State B SR o &y o (59) 281 722 921 434
Federal SR e PR T (732) 1,938 5,408 6,749 3160
Disposition of utility plant .. .. ... ........ 10 (858) (125) - -
Total operating expenses
and taxes . 99.738 87,389 78.531 74051 €2415
Utility operating income __46.263 _ 37444 33912 30678 25875
Allowance for tunds used during
construction ‘Note 5) 17,004 11,090 4610 1,789 792
Other income and ceductions—nel. 255 310 338 99 352
Gross income 63,522 48 844 38.660 32,716 26,929
Interest on long-term debt 20734 18,591 15,132 13,667 1.377
Interest on short-term notes payable 9,488 3279 848 658 1779
Other interest and amortization 382 358 311 108 102
Toial nterest charges 30,604 22.228 16.201 14 433 13.268
..................................... 32,918 26616 22,569 18.283 13.741
6,577 5247 2.196 976 162
.............................. $ 26241 § 21363 5 20373 § 17307 $136¢5
. 12,125000 10500000 96356637 E€LEE€E7 R33200D
$2.17 $204 se 1 $2.00 $1.03
.................. $1.52 $148 $142 $1.38 $1.30
Management’s Discussion and Analysis of Statements o! Income
follows Notes to Financia: Starements.
.
anad karnings
- e v )
1974 1973 1€72 1871 1970
(Thousands of Dollars)
................................ $ 77452 $71980 $65500 $600933  $58556
.................................. 32918 26616 22.569 18.283 13.741
110,370 98,506 88.378 79.216 72.297
Dividendis declared
On common stock 18810 15.540 13.845 12.075 10855
Onpreferreasiock. ... ... uen. 6.577 €247 2.196 976 152
White-oft (over *he tneyear oev.od
endoed 1974 of a portion of
HWOSIMentin other nonulility property
in comphance with Feaeral Power
Commussion requirements __ 357 357 357 356 357
_25744 21044 16398 13407 11364
!_ 84626 $77.452 $71.930 $65 809 $60 933
—_—— - ks e—— - =3 [ =~ f S A

The accompanying notes are an integral part of these statements.
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Fov the Years Ended Docember 31

Funds Generated Internally:

Fur.ds Provided from Outside Sources:

Other Funds Provided (Used)

Funds Invested in Electric Utility Plant

‘-- (‘ Hen rrc,ﬁ‘f&p\ re

-

it "
-l Lo AAN
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The accompanying notes are an integral part of these statements.
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1974 1973 1972 1971 197D
= “(Thousands of Dollars)
Income available for .
commonstock. ........... $ 26,341 $ 21369 § 20373 $17.307 812509
Depreciztion (including
amounts charged to -
other accounts) (Note 1)... 12515 12,095 10.681 9914 8.739
Investment tax credit
adjustments (Note 3). ... .. 2,004 1.350 1,063 - (184)
income taxes deferred in
prior years (Noted) .. ..... (541) (541) (541) (541) (541)
Allowance for funds used
during construction . . ... .. (17,004) (11.090) (4.610) _(1.789) __ '792)
23,715 23183 26966 24891 20811
Less: Dividends declared
on common stock. .. ...... 18,810 ¥ 13845 12075 _10E55
Total funds generated
internally. ............ 4,905 7.643 13,121 12816 9956
Long-termdebt............. 40,000 52,000 20000 20000 32900
Preferredstock. ............ — 40,000 30.000 - 10.000
Common StoCK. . .. ..vuuunn 47,213 — 20075 19650 116955
Short-term notes payable ... 122,232 113,984 79750 21280 21.100
Refinancing of short-term
notes payable with :
long-term financing .. . .... (86,555) _(B1.370) _(52.250) (24.480) (5€050)
Total funds from
outside sources. .. .. .. 122,830 124614 97575 36450 26905
Retirement of long-termdebt.  (3,152) (3,299) (4615) (2.673) (2.772)
Change in net current assets
excluding long-term
debt due within one year
and short-term notes
payable.................. (12,191) 14,568 827 1,546 (1.305)
Reimbursement by lessor of
1973 construction
expenditures ............. 22,800 - - — -
Allowance for funds used _
during construction . . ... .. 17,004 11.090 4610 1,789 792
Other—net................. 1,325 (2.418) (1.087) 370 Q79
Total other funds '
provided (used)....... _257¢f¢ 19,941 (265) _ 1032 (2306)
............................ S1 53, 581 $152.198 $110431 $50298 $34:55
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Notes 1 through 7 Summarize the
Company's Significant
Accounting Folicics.

Note 1.
Depreciation.

Note 2.
Federal and State Income Taxes.

Provisions for depreciation of utility plant (other than transportation equipment) have
been computed on the 5% sinking fund method. as approved by the Public Utility
Commissioner of Oregon (the “Commissioner ), and are based upon the estimated
service lives of the various classes of property. For regulatory accounting purposcs
the annuity portion of such provisions 1s charged to Operating Expenses vhereas
the portion representing interest on the depreciation resernve is included in l..lerest
Charges. In the accompanying Statements of Income the annyity and interest porions
have been combined under Operating Expenses. The percentages of provisions for
depreciation (inciuding the annuity and interest portions) to tne total average
¢ sciable plant-in-service balancds were 2.0% in 1970. 2.1%in 1971, 2.2%. n
1972, 2.3% in 1973 and 2.3% in 1974 The Company's sinking fund method of
depreciation yields depreciation provisions that are substantially the same as
provisions resulting from the use of straight-line depreciation on a group Cr compostte
basis as practiced by the majority of utilities. Provisions for depreciation of
transportation equipment and nonutility property have been computed at straight-line
rates based upon the estimated service lives of these properties
The Company charges maintenance with the cost of repairs and minor renewals.
plant account with the cost of renewais and replacement of property units, and the
depreciation reserve with the cost, less net salvage., of property units retired other
_than land :
The Company. with the approval of the Commissioner. follows fiow-througn accounting
(other than as discussed in Notes 3 and 4) for reductions of income taxes resulting
from various provisions in the tax laws which has the effect of passing such reductions
on 1o the Company s customers. See Note 8 for details of income tax recuctions

Note 2.
lnvestn_\en‘. Tax Credits.

Note 4.
Amortization of Defense Facilities.

As authorized by the Commissioner. the Company followed fiow-through accounting
for invesiment 1ax credits pricr 10 1972, which had *he effect of decreasing income
tax expense by $184.000 in 1970 and $423.000 in 1971 after giving effect to the
following acjustments: during 1968. the Company deferred two-thirds (estimated at
$368.000) of the investment tax credit realized in 1968 arising from the completion
of the Company's portion of the 500.000-volt Pacific Northwest-Southwest Intertie.
the deferred investment tax credit was taken into income over a two-year pernod
commencing January 1, 1969, this deferment was approved by the Commissioner.
Effective January 1. 1972 the Company. with the approval of the Commissioner.
elected to defer the tax reductions resulting from job development investment

tax credits.

Had the Company continued to use flow-through accounting (or such credits. income
tax expense would have been decreased by $1.063.000 in 1972, by $1.350.000 in
1973 and by $2.004.000 in 1974 As a result of the accounting change. however,
income tax expense was decreased by $37.000 in 1972. by $80.000 in 1973 and by
$156.000 in 1974 after the deferral (less related amortization) of $1,100.000.
$1.430.000 and $2.160.000 of such credits. The deferred tax reductions are being
amortized i0 income over a 30-year period. the approximate life of the

related properties

Had the Company followed deferred accounting for investment tax credits prior io
1972, income tax expense as reported would have been increased by $33 000 in
1970. $258 000 in 1971 and decreased by $165.000 in 1972, 1973 and 19074

Prior years tax reductions attributable to the excess of five-year amortization of
defense faciities over depreciation computed substantially on the sum of the years-
digits method were ceferred by crediting the reductions to Deferred Income Tares-
Accelerated Amortization. Pursuant to an order of the Comnussioner. the amounts
deferred are being restored to income over the twenty-five years following the
amortization period

23
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Allowance for Funds Ucsed
During Construction (ACC).
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ADC is defined in the Federal Power Commission (FPC) Uniform System of Accounts
as the riet cost for the penod of construztion of borreved funds used for consirustion
purposes and a reasonable rate on other funds when so used. ADC s capiiaized
part of the cost of utility plant and i1s credited to Other Income. ADC s not capitsiznu
for income tax purposes The Company i1s currently using a 77 rate, which has t ». on
in effect since 1888, on construction expenditures other than nuclear fucl which 15
capitalized at the actual interest rate of the nuclear core notes. See Note 10°d) Tr i€
amount of ADC capitalized has increased substantially subseguent to 1970. reflzcting
the increase in the Company s construction program expenditures

Note 6.

Debt Premium, Discount and Expense.
Note 7.

Retirement Plan.

Debt premium, dnscoun! and expense are bemg amoertized ovey the lives of the
PRERCHVEINUNE. & e e i
The Company has a retirement plan for the benefit of its employers. The Company
funds pension costs accrued. Prior sérvice costs of the plan are being amortize nvr r
a 25-year period. Such unfundcd prior service costs at December 31, 1973, [lzatest
actuarial valuation date). which are not recorded in the accounts, are estimated to be
$1,758.000 before income tax offsets. This amount had not changed materially at
December 31, 1974. Retirement plan costs were as follows:

1229

For the Years Ended December 31 1974 1973 1972_ R _1_911_ 197C
(Thousands of Doliars)
Charged o
RN . . o o5 L s s sl 3 N 9 25 $ 738 s 749 S$ 746 S 650 ¢ 61
Other than iNcOME 8CCOUMS .. ... ...ooen ... 823 730 711 579 644
Totai cost .8 1561 S 1479 § 1.45? £1.1€2

Note 8.

For the Company's accounting policies relating to income taxes see Nctes 2, 3 and 4.
The following table shows the detail of taxes on income and the items used in
computing the differences between the statutory Feoeral income tax rate and the
Company's effective rate

For the Years Ended Docember 31 1974 1573 1972 971910

(Thousands of Dollars)

State Income Taxes
Charged to Operating Expenses and Taxes:
Currently payable .. ... ..........oeviiiiniannn, § (91) § 289 $ 730 $ Q@29 S 442
Deferred NPror years . ...........oc.ovueen.s (8) (8) (8) (8) {8}

§ (99) $§ 281 $ 722 § 921 S 434
f——— g _— —_—== _—
Charged to Other Income and .
Deductions—Net . ... ........ ...cvviriiinnnns $ 34 $ 256 $§ 18 5 & 14
Federal Income Taxes
Charged ‘0 Operating Expenses and Taxes:
Currently payable S & R A A L $(2203) $ 1121 § 4878 § 7282 83877

Deferredinpnoryears ... ......c.ooviiiiennn. (533) (533} (533) (533) (533)
investment lax credit adjustments .. ............ 2,004 1,350 1.063 - (184)

(732) 1938 5408 6749 3160

Charged to Other Income and
Deductions—=Net. .. ... ... . .oviiiiinirans 219 67 10 (20) 21
I s s wieia 4 R SRR R F WS ke $ (513) $ 2005 & 5418 § 6729 $318%
B ===
Computed Federa! income taxes applying statutory
rate (48%) 1o mcome before income taxes ... $15,523  $13885 $13789 $12450 $B.333

Roductions in taves resuiting from

Excess tax over DOOR geprecation ... L., 4,062 3668 3.276 2.794 2923

Costs captalized for books and expensed fortax .. 1,968 1.537 951 511 401
Alloviance 1or funds used duning construchon .. B162 5323 2213 859 380
IVOSITONEIANGIOM . .« ... coiviniainansrerans 156 80 37 423 184
InCoMe tanes doloned in prot years o T 533 533 533 833 £33
State INcome * nes (19 158 400 462 229
Adpustments of e yeors \“crum mcomo taves . 277) RG 608 (137) 207
Propoty LIves Eapensed —eacoss Lia Ovor Book 516 16 130 219 e
Other nunor tems w5 s 335 479 22 67 137

' 16036 1180 83N 570 S

Fodoral mcome tanes .8 (513) S2Q\5 $ 5418 S 670 S
Company s etfoctne tate 1, 5e (1.6%) 69, 18909 259, By,

The Comguany Joes not actieg e hat the cash cutlay for mcome Lnes will subistantolly eacocd the
AMNES 10 D0 0Ot s nCome Lin enpense (e the nead thiee yoes



The Compar 75 nrenture of Mortagasge and Deed of Trust. dated July 1. 1945 o~
supploanented, seoanme e first montegnee bonads isuuecd by the Company, conshitatos
a direct lns rrortgsye lion on substar ally all property and franchises. Giher than
expressly crnepted proporty. ouned by the Cormpany

Short-term borrovangs consisted of the following:

Docember 31 1974 1474

' (Thousands of Doliars)
Bank lans (a, , o iang Bl et Buiad Sy ¢ ey dA = $52,100 $2€ 57D
Commerc.al przer ‘b LR, b S L s et Ahi o s - §.50)
Pollution cont' tonds 2} ) e U P S e L 27,000 270X
Less tond he.2 by Company vk s ALY IS S T (8.125) -
funds reidan truit : R HSRIEREPIT PR VPR P e (2.459) (14 280,
Nuclear core roies (d; ; e P e _2_‘_1_.1_'7_5 13400
Total short-term bOMoHNGS (€). ..o vvi i cnirennreneisosconss $95,791 $60.114

=== ———

(a) Bank loans. At December 31, 1973. the Company had credit agreements with
banks. maturing August 31, 1974, which provided that the Company cculd borrow at
the prime commerc:al rate in effect on the date of barroving. prepay and rcborrow
from time to time up 1o @ maximum amourt of $150.000.000. The credit agreements
provided for a commitment fee of % of 1% per annum on the unused commitment

The Ccmpany has a new credit agreement with banks. effective August 30, 1274

and mat.ring August 31, 1976, which provides that the Company may borrov. prepay
and reborrow from time 1o time up to 8 maximum amount of $150.000.C00. The
interest rate on the first $75.000.000 of the commitment is the prime commercial rate
in effect from time to time and on the balance 115% of the prime commercial rate in
effect from time to time. The new credit agreement provides for a commitment fee of
% of 1% per annum on the unused commitment and a service fee determined by
multiplying $1,875,000 at the end of each quarter by the average daily prime
commercial rate percentage in effect during such quarter The unused commitments
were $121.500.000 at December 31, 1973 and $97.900.000 at December 31, 1974.

It is understoad that the Company will maintain compensating cash balances under
the credit agreements, however. there are no legal restrictions to the withurawal of
such balances. The compensating balances were calculated as foliows:

December 31 1974 _ 1973
(Thousands of Coliars)
Compensating cash balance requIremMENtS. . ... .....covver vaarconsonnaes $10,500 $10.000
BRI .. ... o soccniihaysh s bbbk s PNSPED ENER IR BRRErem v ea 3.119 _ 1257
$ 7,381 $ 8.743
—_—

*Floal is the a/Merence bety een the balances recorded on the Company s books and the balances shovn
on the bank statements

(b) Commercial paper. The Company issues commercial paper from time to time at
varying interest rates. The Company expects that a sum equal to the amount of
commercial paper outstanding at any time will not be borrowed under the credit
agreement discussed above, but will be reserved by the Com pany for the purpose
of back-up support for such commercial paper.

(c) Pollution control bonds. The Company has entered into an agreement with the
Port of St. Helens. Oregon (the “Port ) 1o provide up to $60.000.000 of financing for
the pollution control facilities at the Trojan Nuclear Plant. The Company will lease the
facilities to the Port and in turn sublease the facilities from the Port.

At December 31. 1973, the Port had issued $27.000.000 of 6°:% short-term pollution
control bonds to a bank on a private placement basis. The short-term potlution centrol
bonds matured in November 1974 and the Port issued $27.000.000 of 8'.7, short-term
relunding pollution contre! bonds. The Company had received $12.714.000 at
December 31. 1973 and $24.541.000 at December 31. 1974 for completed pollution
control facilities. the balance of the proceeds having been placed in trust for
investment pending completion of the facilies

The Port plans to issue up 1o $50.000.000 of long-term pollution control bonds to the
public. and a portion of the procecds will be used to refinance the $27.000 C00 of
short-torm refunding pollution control bonds. On December 10. 1974 the Supreme
Coust of the State of Orcaon refused 1o review the decision of an intermediate
appellite court confirmmg the ught of the Port 10 1ssue such pollution control bon.is
The isseance of the long-torm pollution control bonds 1s contingent upen receiving a
favorabic tax tehng from the Internal Bevenue Senace I a favorable tax ruimg s nat
rocene . the lease and subtease will be tormenated and the Company wiil ropoy the
short- o m refunding poltiution control bonds then outstanding and compensate the
bank for the Laxabie statos of the teiest thercon

25



30 e

(Conita

~ynqn'qmr,ﬂ' 3 ;-.aﬂ "‘A";‘Aff‘-;"’h
- 4, - 4 by - e - -
b Lo b Ll S lQaiigrd & bers L2

L e

r

v

(d) Nuclear core notes. The Company has entered in*g an agreement. which may bo
terminitcd cach yoar to hinance Trojan Plant nuclear cores up to a maszimum of

$35 000 0LY Uncer the agreement. @ rust 1SSUES its short-term notes supporiedty a
banks irrev.zable letters of credit. The agreemeni prosides for the Corr pany torcs 2
the nuclear core notes oustanding as the nuclear cores are consumed Tae MRrCsi 1sls
on the nuclezr core notes is the current rate in effect for the trust s shost-term nosee.
In addion. tne Company must pay a fce of % of 1% per annum on the average daiiy
outstanding amount of such notes.

In June 1974 the Company entered into an agreerment to finance nuclear cores for o
second nuclear plznt up 10 a maximum amount of $40 000.000. The terms of this
agreement are sutstantially identical 10 those in the Trojan agreement. The first
financing under th.s agreement tock place in August 1974,

(e) Aggregate short-term borrowings. The weichted gvserage interest rate for the
outstanding short-ierm borrowings was 8.5% at December 31, 1973 and 10 1% at
December 31 1974 The maximum amount of such borrowings outstanding was
$62.664.000 during 1973 and $141.076.000 during 1874. *he average daily amounts
outstanding were $33 112.000 and $84.808.000 and tne weighted average caily
interest rates were 8.15, and 10 1% for the respective years. The interest rates are
calculated by using the rates of such borrowings but excluding the fecs discussed
above and tne efiect of the compensating cash balances

Note 11, Provisions for Possibie Additional Income Taxes and Other Contingencies were
provided frem income in years prior to 1970 as direcied by the Commizsioner. The
Commissioner has assumed jurisdiction over this item and has orcered that no portion
of it shall be disposed of without his permission. but has indicated that he will permit
it to be used for additional income taxes or for any other purpose from which thz
Company's customers may derive benefit. R
Note 12. The following changes occurred in the Common Stock. Cumulative Preferred Stock
and Other Pzid-in Capital accounts (Dollar Amounts in Thousands):
Cumutative
Common Stock Preferred Stock
Number $3.75 Number $100 Othcr
of Peor of Par Paid-in
Shares Velue  Shares  Value Capitai.
Outstanding. Docember 31, 1969 .. ............ 7.800.000 $23625 - § =~ §30253
Salesolsock ..., 600,000 2250 100000  10.000 9705
Outstanding. December 31,1970 ... ... . ... ... 8500000 31875 100030  10.000 32958
Salesof stock . ............cociiiiiiinnn, 1.000,000 3.750 - - 15800
Outstanding. December 31, 1971.. . ........... 9500000 35625 100,000 10.000 55858
Sales of st .ck e i e e A 1.000,000 3750 300000 30000 16325
Outstanding. December 31,1972 .. ....... .. .. 10.500.000 39375 400000 40002 72.183
Salesof SIoCK ... ... i - — 400000 40000 -
Outstanding December 31,1973 ... ... ... 10.500.000 39375 $00.000 62.000 72183
Sales of stock A ST 3.000.000 11250 - - 35083
Outstanding. December 31. 1974 .. . . 13500.000 $50625 800.000 $80000 $108 146
On January 23. 1975 the Company issued 300.000 shares of 11.50% Series
Cumulative Pr eferred Stock for net proceeds of $29.020.000.
Note 13. Retained Earnings of $74.660.000 at December 31, 1973 and $82.052 000 at

December 31. 1974 are not restricted for cash dividends under the provisions of the
Indenture of Mortgage and Deed of Trust. dated July 1. 1845, securing the Company's
first mortgage bonds.




LRl e lerms e ndnntures secuning the Company's first mortegege bl 0 o8
debentures, the foliz sneg poncipal amouits of bonds, snd deoontures Lesoome: due
for redemption through sinking funds and maturities, curing the years 1975
through 1979. 1

_Sinking Fund Reau. - s

- ——

Bonds
- Reacyuired First
: esof Net Remaning  Mortg oo
Agnregate Docember 31,  Sinking Fund Bun
Requirements 1874 Requircments  Matur oo
: (Thousands of Doliars)
1975 . : POl R . 7 $1.082 $2385 * 827145
1976 > RSSO | - : 61° 2701 -
1977 AN el AT N o T s 8 S L 75 3.55%° 28.160
1978 . i1 A AR A e R e W a ke s 3.598 - 3,59 -
1979 e Sl oy e i e 4249 - 429" -
*Sinkir y funds 1n 2mounts of $25L.000 n 1976 $725 000 in 1977, $1050.000 in 1278 ans $1.701 000 ir |
1979 may ve se"shed by pledging avalable aahons equal 10 166 - of tpe spk_m;_f_u_jt:_ﬁ r&Juirem c‘_ﬂ:_v e |
Note 15, (a) News construction for the year 1975 is estimated at $140.000.000. excluding |

the proposed new headauarters complex which is expected to be financed by a
sale-lease back arrangement. Purchase commitments outstanding. relating princigally
to constructicn. totzled approximately $251.500.000 at December 31, 1873 and
$241,700.000 at December 31. 1974. The Company has made substantial commitmenis
under long-term agreements 10 provide nuclear cores for its Trojan Nuclear Piant
and its proposed acditional nuclear plants. Such agreements may be terminated and
would require payment of termination charges.
(b) The Company hzs entered intg long-term power purchase contracts. expiring from
2005 to 2018. for portions of power from public utility districts’ plants on the Colum®s a
River. Power purchase prices are based on a proportionate share of the operating
and debt service costs cf each project whether or not operacle. The agreements
provide that the dis:ricts insure the plants to the extent deemed adequate by them.
Significant statistics regarding these projects are as follows:
Kilowatts available to the Company (name p'ate < ) S e 874,700
Estimated current annual operating and debt service costs. .. .$13.500.000
(c) Al of the Company's hydroelectric plants are licensed by the FPC. Upon the
expiration of a major license. a new license may be grented to the Company or upon
payment to the Company of its “net investrment” therein. not to excecd 'fair vaiue,
plus severance damages. the projects may be taken over by the United States or
licensed to a new licensee. The licenses provide that after an initial 20-year
period earnings in excess of a specified return are to be set aside in an amortization
reserve which may reduce the “net investment” in the projects. The original license
on the Oak Grove Hydroelectric Ptant—Project No. 135 expiied in 1972 and the
Company made appiication for a new license for that Project. The Uniteci States has
not acted to take over the Project or to issue a new license. Annual licenses have
been issued on the same terms and conditions as the original license. Preliminary
studies of “net investment” en Project No. 135 have been made by the Company
and the FPC staff. In the opinion of management. the final determination of “net
investment” as of the expiration of the annual license will not have a significant
effect on the financial position of the Company.
The remaining major licenses expire from 2001 to 2006 The minor part license on
the Bull Run Hydroelectric Plant—License 477—expired in November 1874, An
annual license has been issued on the same terms and conditions as the
original license
The Company holds state licenses covering all or portions of certain hydroeiectric
projectswhich are also covered by licenses under the Federal Power Act. Such licenses
expire between 2002 and 2011, Each of the state licenscs. except one. contains
provisions similar to the Federal Power Act licenses with respect to amo:tization
reserves and autherizes the State of Oregon to take over the project when it
is fully amortized Under state law the state or any municipality may acquire a project
subtect 1o state license upon not less than two years' notice at the far value thereg!
but not exceoding the then net investment.” or othenwise may acquire a project
by condemnation proceedings.
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(d) The minimum annual rental commitments of the Company under all noncancelable

leases at December 31, 1974 are as follows:

Non- Sub
capitalized lease
Financing Rentals *

Basic -~ Leases  (Credt)  Totl

(Thousands of Do'lars)
e o e i e [ e $ 1103 $ 4368 $(50) § 6421
I s b £ 6 W s Lnoks 0d >R e A e ke : 1,049 4365 (50) . 5334
UL - . o o n et e 4 s e AL A e o e 918 4353 (12) 5,269
W .ot s P ¢ SR A e e ey e e R B54 4.363 - 5217
1979 A e At ol Y R R T 688 4,363 - 5051
I < o et oy e gl s £ e S e s 3.442 21812 - 25254
T R S ey (R - 1,973 21812 - 23,785
Lt e R R ey 1.606 21,713 - 23319
L PR R R e O SRS T 7.031 18.442 - 25473
G S L Gy SR e e $18 664 $105.601 $(112) $124153

During 1273 the Company entered into 25-year leases of combustion turbines located
at two of its generating plants. In August 1974 the Company entered into 25-year
leases of combustion turbines located at its Beaver plant site. The tota! lcase
commitments for the combustion turbines represent $ 104, 196.000 of the amount
shown above &s noncapitalized financing leases. The present value of these leases
computed upon the 5 §7; interest rates (1973 leases) and 6.56% interest rates (1974
leases) implicit in the leases was approximately $24,744 000 at December 31, 1973
and $53.155 0C0 at December 31. 1974. In the event of certain contingencies the
Company may be required to purchase the turbines from the lessor at a maximum
arice of $59.281.000 in 1975 and at decreasing amounts thereafter. Such purchase
would reduce the $104.186.000 of lease commitments to the extent of lezse payments
then remaining. At the expiration of each lease the Company has options to (i) renew
the lease for five vears at the then fair rental value or (i) purchase the turbines at

the then fair market value Substantially all other leases with options to renew provide
for negotiation of the amount of rental at the time of exercising such options. Other

leases with options to purchase are not material.

If all noncapitalized financing leases had been capitalized during the years 1972,
1973 and 1974, the efiect on the Company's average net income would have been
less than 3% during such years. If all present noncapitalized financing leases were
capitalized. the Company does not anticipate that the impact on net income in future

years would exceed 3%, of average net income.

Ncte 16.

Supplementary Income Information:
For the Years Ended December 31 1974

1873 1972

1971 1970

Taxes other than income taxes, charged

(Thousands of Dollars)

$ 0700 $ 9330

€92 521
2131 1886
223 227

$12736  $11.964

$ 8613 ¢ 8007

452 415
1674 1,506
10 __ 107

$10849 $10035

directly 10 lax expense
PRDBOEIR - o o o e S msm e bt B B s i e s s TETED
Payroll .. .. . Mo o A, B, AL, e ) [ 807
Ciytaxesandlicensefees. ... ... ............ 2,446
IR s oot aes e R s b 4T85 ey m A sl 279
| R e S VRN L T $14,322
Rentals charged 10 operation expense accounts *
BN - . IV T s el m ey sk .. 8 99
e o Y AR S R SR e U 166
Noncapitalzes financing leases . ................ 2,869
Total e A iy ks . $ 4026

$ 860 s 922
141 172
455 14

$ 9802 § 870
154 141
15 15

$ 1556 §1.108

_——— —_— =

*See Note 15 ¢ for detadts concerning the Company s long-te-m 1oase commitments
**Based on kwh ©f aross gencration al centan Company Ry ov loctne £rojecss
The amounts of maintenance and repairs. deprec:ation and taxes other than income
taxes included i the Statemerits of Income but not set out scparaiely therein are

not matenal

$ 1071 $ 1006

The amounts of deprociation and amortization of intangible assets. advertising costs
and rescarch and development costs were not material
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To the Board of Directors and Stockholders of Portland General Electric Company:

We have examined the balance sheets and statements of capitalization of Portland
General Eiectric Company (an Oregon corporation) as of December 31. 1874 and
1973, and the related siatements of income. retained earnings and sources of funds
invested in electric utility plant for the five years ended December 31, 1974. Our
examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting recorcs and such other
auditing procedures as we considerec necessary in the circumstances.

In our opinion. the financial statements referred to above present fairly the financizal
position of Portland General Electric Company as of December 31, 1974 and 1973
and the results of its operations and sources of funds invested in electric utility plan:
for e five years ended December 31. 1974. in conformity with generally acceptec
accounting principles applied. except for the change (with which we concur) in the
method of accounting for investment tax credits as described in Note 3. on a
consistent basis during the periods.

Portland. Oregon.
February 14,1975,

(ot ndocan s
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Numerical Notes refer to Notes to Financial Statements .

(a) Opcrating Revenues:

Total operating revenues increased $7 524.000 during 1872, $12.390.000 during
1973 and $21.168.000 during 1974 The 1972 increase was primarily due to an
increase in total kilowatt-hour sales in 1972 over 1971, cnergy Conservation measures
resulted in lower than anticipated sales to ultimate customers in 1973 and 1974

To the extent that the reduction occurred during the winter months of 1873-1974 2~d
reduced the necessity to operate the Company's combustion turbines, the result
was a lower cost of power produced. The 1973 and 1974 increases are primarily duz
to the impact of general rate increases. In Octeber 1973, the Company was ¢ror n:‘
arate increase of 22 5%. including an 11% interim increase in April 1873 Cemmens
in September 1874 the Corr.pany was permitted to add 2.0 milis per kwh to all 'c--:ts
in order to recover the cost of power in excess of 4 8 mills per kwh during the
1974-1975 winter. Excess power costs amounted to $2.866.000 during the last four
months of 1974. all of which is included in 1974 revenues. The 9.7% rate increase
granted the Company in late December 1974 had no effect on 1974 revenues

(b) Power Purchased and
Interchange—Net and Production:

These costs increased $2.842,000 during 1972, $9.533,000 during 1873 and
$8.321,000 during 1974. The increase in 1972 was primarily due to the related
increase in total kilowatt-hour sales referred to in (a) above. The increase in 1273 and
1974 results from several factors. Until September 1. 1973, the Bonneville Povcr
Administration ( Bonneville ) was contrectually obligated to supply ali of the
Company s firm power requi-ements in excess of its other power resources. Since
that date, this resource has been replaced by other energy sources, generally at
costs in excess of Bonnewille rates. During 1973 and 1974 the Company acded
combustion turbine generating capacity. The combustion turbines were acquired
under long-term Icases and the lease payments are included as production expenses
Although the corabustion turbines have been operated for relatively minor periods.
such operation together with the lease payments have increased the Company s
production expenses.

- ————




(c) Other Operation and
Maintenance Expenses:

Expenses in these categories have increased due to the effect of inflation and th=
increase in the number of customers and the number of Company employees

(d) Taxes Other Than Income Taxes:

These taxes have increased in all periods. primarily because of additions (o ele::'.“;--'
utility pant and increased operating revenues

(e) Taxes on Income:

Taxes on income decreased $1.540,000 during 1872. $3.811.000 during 1873 erz
$3.050.000 during 1874. Changes in Federal and state income taxes are genera’ /
related to changes in income betore income taxes, however, the Compzny s inccre
tax accounting policies do not utilize full interperiod income tax allocation. The &uo
most significant items resulting in differences between book and tax income are
excess tax over book cepreciation and allowance for funcs used curing construziin
(ADC) which is not taxable for income tax purposes. During 1972. 1973 and 1974
ADC resulicd in 2 significant portion of the decrease in taxes on income. See No'es
2, 3 and 4 for the Company s income tax accountirg policies and Note 8 for detz!'s
of taxes on income. Reference is also made to Note 3 for the change. effective
January 1. 1972. in the accounting principles with respect to the method of accour:ng
for investment tax credits.

. (1) Allowance for Funds Used
During Construction (ADC):

ADC increased $2.821,000 during 1972. $6.480.000 during 1973 and $5 914,000
during 1974. The increases are related to the substantial increase in the Comparny s
construction pregram expenditures. Se2 Note 5.

G)‘lntefest Charges on Long-Term Debt
and Short-Term Notes Payable and
Preferred Dividend Requirements:

— ——

The Company s annual construction excenditures have increased significantly sinze
1970. This has required substantizl external financings through the sale ¢! long-iz*m
debt and equity securities and the use of short-term notes payable. These financ ng
requirements resulfed in increased interest charges on borrowings of $1.6855.C $0
during 1972. $5.830 000 during 1273 and $8.352.000 during 1974 and resulies °
increased preferred dividend requirements of $1,220.000. $3.051,000 and $1.332.CC0
during such years. A part of these increases has been capitalized. See () above

K
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Puget Sound Power & Light Company

Balance Shects

Assets

December31 December 31
1974 1973
(Thousands of Dollars)
UTILITY PLANT (Notes 1, 2, 8 and 14):
Electric plant, @l onginal CoSt. . . . ... vveverennrarnnnnannns $672,269 £576.912
Less accumulated 0eprecialion. . .....vvevevncenroneronss 92,766 ° 81..914
WG DIONE . . o viasniiavassnssnrvusnnbastynss 579,503 495 838
OTHER PROPERTY AND INVESTMENTS:
ORI DIODRUIY. $F BOBE. .., .« o ¢ v ix s viaiosnrnsinnsbesi 879 796
Investment in and advances 1o subsidiaries (Ncte 1) ........... 2,843 2,700
OIhar INVESUTIENES, SLCOBE « .. . s vaon wo v s sin vie sigme o o sless 880 1,465_
Total other property and investments . ................ 4,602 4.9“61’
CURRENT ASSETS:
=TT TR A R Rl SOOI ol o ISP T 3,701 1,294
ACCOUNS 19CRINBDI0 IO Y] s 5 o o s i vlie o irrsloia e s bibrve st ot s 17,904 13,172
Materials and supplies, at average €ost. ........ccvivvnnenns 9,433 5,596
Current portion of deferrad income taxes(Note 1) . .........ovve 900 -
PIRRIRIIIIN o J 3 Er o e 04 v o Soe's & & o e m il kit B o i B 8 1,326 1,195
TOIS CUrENt BRBRIB ... ... . .scivnsissenesssnssioesse 33,264 21,257
DEFERRED CHARGES:
Advance under power CONtract . .......covvevecoseossnncsns 906 937
Unamortized debt expense . .. .. e & SR e b 5 bm aaSad 1,069 772
Accumulated income taxes (NOIE 1) ... vveinnrveinensenennnn 829 703
Thermal plant feasibility COSIS . . ... ..cvvvinrnrenronenenunns - 707
PIODHIT DOWRE COBME . v « € ron 't v s v v micnimios £ 0w msninfis aoes ooen s - 2573
NI . e s s i DO O a1 8 6 o | 0B A 1 A 1,104 1,524
Total deferred charges. .......cvoeivviensninervennsns 3.908 7.216
$621.277 $529.272

The accompan, ng noles are a par! of the hnancig! statements
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Liabilitics and Capital

December 31 Derzmber 31
1974 _‘_’i’l_3
CAPITALIZATION: (Thousands of D~ 'lars,
Shareholdzrs investment: F
Common stock INOteS 6 and 13). ... ...ovrinrrinrnennnnss $ 49979 S 43.85:
Additiona' pa:d-in captal (Notes 7and 13) . ... ............ 34,689 25.97%
Earnings reinvested inthe business (Note 3) .. ............. 81,391 73.202 .
Total CoOmMmMON @QUILY . ... ovvvvireneunseannnsennesns 166,059 1-’4.02§
Proformed SI0Ck (NOIE ). ... ...oviveivsesinnsnnssensasns 37,122 29345
Convertible preference stock (NOte 5) . .. ......oovveennn... 14,814 14 81¢
Total shareholders' investment. . ... ..o vnnn., 217,995 1::'3.187
Long-term debt (NOE B). .. ....ooveeesses e esenseinnenns 318,749 2:5.115
Total capitalization . ... ....ovvineeeeen s ninnnnns 536,744 434 303
NOTES PAYABLE TOBANKS (NOI€ 9). . ..o ooieieeeiinnsnnns 30,500 £1,007
CURRENT LIABILITIES:
COmMMIETCIE ] PaDEr &\ttt it et er e er et 15,700 6,000
ACCOUNIS PRyl . .o\ttt ie s ot ssenassee sy 4,704 4679
Accrued expenses:
TOBB . . .ovvecvvinnsinnis sssnssassbodsesesssnnsesses 12,457 9,649
SRIBNES and WBDES . ......ivivinnrnrteen s ereesnans 1,667 1,547
I e e L L 4,226 2,175
S e R S 2,441 653
Tolal current ligbilities . ........covvuenee e, 41,195 24,703
DEFERRED TAX CREDITS (Note 1):
Accumulated investment 1ax Credits ... .....ooinnnnn . 3,754 2,449
Accumulated INCOMe 1ax Creais . .....ovveeeennn s, : 1,228 833
Total deferred tax credits. . ............couurrrennn. 4977 3.282
OTHER DEFERRED CREDITS:
Customer advances for construction (Note B o o i o I 3,213 2.942
I a8 Y 3 e AT bt s S e 4 e v ] e - 2,572 1.230
Total other deferred credits. ........................ 5.785 2172
ACCUMULATED PROVISION FOR SELF-INSURANCE. .. ........ 2,076 1,812
COMMITMENTS AND CONTINGENCIES (Notes 2 and | (PO
$621,277 $529.272
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Puget Sound Power & Light Company

Statements of Income

OPERATING REVENUES (Not2 1). ... c.vvnnnnreinaarrrencnnens

CPERATING EXPENSES:
Ogperation
Purchased and interchanged power—nel ..........ccocvnene
T RN e PP PR T L LS SRR LS
ME“IENBNACE . . .o vvovvrrnnnasssassrrsssmnssnmarssatssacas
DecreCiation (NOWE 1) . .. cconenreessssarassssnsniasenrces
Tayzs other than Federal iNCOME 1E%@S. . ... .vovverivnn e
Fecaral income taxes (Notes | and 10):
Payable Currently. . .. ...coocevivnasenistonnnrvansveansse
Deferred investment1ax Credits . .......covvenervernnrreans
Deferred — Oher . ... covvsoroonnnsvassssoss Ao Pl B 5o b

Total Operating expenses ......c.covereossrrrrasnnses
OPERATING INCOME. . ....ccovivvrnrnrossnersesvasnnecannnss

OTHER INCOME — NET:
Allowance for funds used during construction (Note 1. .........
MiSCRliBnEaouUS — NEL. . ..« vovsoisnssosreresssnsvarsssssns

Totalotherincome —net . ... ..cvveiienvarcanenananis
INCOME BEFORE INTEREST CHARGES . ......civiiiennninnns

INTEREST CHARGES
Interest and amortization on long-termdebt . .........oiiienn
OMNBE .. .ovvvevnunsssarssniasnnssrrsaassssnass o il

LESS DIVIDEND ACCRUALS:
Pro‘erred 810K ..o v vvn v cier s nasaans P [ I
Convertible preference S10CK . ... ..o vivnrerrrreiuercasenaes

Total dividend @cCruals. ... ... vvntvrinunrrnsneneses
NET INCOME FOR COMMON STOCK . ....civvviininrvns e
CONMON SHARES — WEIGHTED AVERAGE:

OUISIARTING . & .« covvssnasnassasessnssssssenusssinsanssoss
Assuming full conversion of preference SIoCk.............ov.nn

EARNINGS PER COMMON SHARE (Note 1)
Assuming no conversion of preference stock ..........oovvunnn
Assuming full CONVEISION . ... ..ovvinarararnnssrinannnssnnes

The ascompanying noltes are a part of the Lnancial siateme™'s

Years Ended Docember 31

1974 1973
(Trousz- 45 of Dollars)
$142.393 S116 90_2

32,163 25582
26,024 23148
6.401 6.140
13,850 12.331
17,042 14 861
7,335 2.958
1,305 91¢
(637) 2§§
103,483 86 205
38,910 30697
4423 1,899
1,795 1414
6,218 3,313
45,728 34.01C
18,723 15,670
5,020 2.877
23,743 16.547
21,385 15463
2,240 1.495
1,074 1.074

) 3,314 2.569
$ 18,071 S 12894
4,483,216 4,379.882
4,932,140 4,828,806
$4.03 $§2.94
$3.88 $2.89
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Statements of Earnings Reinvested in the Business

Years ended Drnember 31
1974 1973

(Thousands ¢ Dollz*s)

BALANCE AT BEGINNING OF YEAR $ 73,202 t 68778
NET INCO!/E 21,385 15463
94,587 84 241

DEDUCTIONS:

Cash dividends paid:
Preferred stock 2,307 1.294
Convertible preference stock 1,074 1074
Common stockt 8,693 8671

Expenses relating to issuance of equity securities: '
8% Preferred stock, 150,000 shares 248 -
Common stock, 600,000 shares 874 -

Total deductions 13,196
$ 81,391

11974 and 1972 S51.£3 per share.

The accompanying notes are a part of the financial s'atements.




ok Puget Suund Poser & Light Cornany.

Statements of Changes in Financial Position

Funds Provided by Operations
NOE IPZOMB . o v ovaesmennssivissensyisssornoseeanibonyssss
Add (#educt) tems not affec: ng vorking capite! in the
current period:
Depreciation, including emourts chzrged to other
@XPENSE BCCOUNTS . . . . o ovsnsnssrnernessnsiseesens

Equity portion of allowa-ze for funcs used during construztion

Deferred investment tas cred s anc income taxes —net. . ...
ORI . . o T s o o bshies s by ooy KPR ¥ P e

Total from Operations . ... ...ocxsvnvssneasrvarerass

Other Funds Provided (Appliec):

Issuance of first mortgage bends. . .. .uvviin i
Issuance of equity SECUMties . . ......coviivannrrnrrronennen
Increase (decrease) in notes payazletobanks. .....covveeevnes
Proceeds of pollution contre! BORCS — NEL .. ..o vevrernvrrernes
Adoitions to utility plant — net of eguity portion of allowance

for funds used during CONSIUCTON. .. covuvrevenarrrnerres
(Increase) decrease in Prepzid POVErCoSIS. . .. ccvvvcrerreness
Payment Of dividends . . .....cooarrrenrrarrunnnsnrnareney
ReACQUIred SECUMNIES . v v ovovrvrrsnnsssnrasnenascnasrsees
MIiSCElaneous — NBL. ... ..cccvrrevssronerssesessrrnssenrnes

Decrease in WOrking Capital . . .....ooevverenerrsanrannaanes

Changes in components of wering capital
Increase (decrease) in current assets:

o L PR PO e T LR LT Lo Lt
ACCOUNIS rEceivable . . ...ooovvevsvirriessssdanarnaansees
Materia!ls and SUPPIIES . . ..o cvvscnnnrranerasansssuncans
Current portion of deferre JinCemMetaNas. .. ..o vurnnniienes
PIEDAYMENLS . . . .« v v evnoeinrssssrasssasasnsenasescrsns
(Increase) decrease in current liaxilities
Commercial paper and accounts payable. ......oovvnnecnve:
Accrued expenses and OMer .. .. .. . orersiraurrrasrenes

The accompanying notes are a part of the f.nancia’ statements.

Years =1de¢ December 31

1974

1973

(Thesan¢s of Dollars,

$ 21.385

14,751
(1.701)
1.568

803

60.000
13.183
(10.500)

3.852

(97.024)
2573
(12.074)
(2.152)
920

'$ (4.486)

$ 2407
4732
3.837

900
131

(©.725)
(6.768)

$ (4.486)

$ 1542

13,121
(739)
1,183
238
29,2867

15,263
25,000
2,738

(62,320)

(2,573)

(11,039)

(589)
1,343

S (2.820)

=== TS

S (2.€30)
724
1,433

309

(3.€:9)
1,093

S (2.650)
_——

SRR —



.

R B e

Puaet Sound Power & Light Company

Notes to Financial Statements

1) SUMIZARY OF ACCOUNTING POLICIES ~ The Comgany's accrunting DO &5
Lon'% e 15 Generaily accootes ascoun'ing pninciples and 1y acciunling rec. femests
of reu'atnry authanties. Signitcant piCes are cescr.oed Leiow.
Utility Piant — Utdity plant ir ¢'uses tase5 ingurres and zvowznaces 'or furds uie dur g
coniruction I 1s the generzi % cy ¢ the Company 1o charse the cost of me “'enz” %@
8n% 1652105 10 OPErating expentes ant other 2ppr5pNa"e accsunts The cost ' znez s
gnz pellerments 1S charges o 2pprooriate uliity pleat accounis excedt 17 : CO¥ of
minse rep acements which 15 £harged 10 manienance expense The ongire: Coe 2f
opeetng property retired or othery se ¢300¢¢d of and tne cust of rem.al. 23S
sa'/zze, 1s charged 1o accurmu &'ed ceprec.aiion. Hovaver, 1 Ihe case i the zzie ~ 3
signif cant cperaling unit or system, eccumulated deorecizlion 15 chesgec *oly & th
the accumulated depreciation related 10 the property $0i0, end the net gain ©° 10st on
gisposition 1s credited or chargeg to income,
Invesiment in Subsidiaries — Tne investment in subsidiar es is statec on =1 e€C.!ly
bas's The assels. revenues earmings. anc earnings reinves'ed in the tusirz:s of :ne
subsidianies are not material in relation 1o those of the Company.
Accounts Receivable and Operating Revenues — The Company bills its cus'Zmers 20
a mo~thly and bi-monthly cyciczl pasis. Accounts receivat’e arc operaling "sver.ss
inciucde only amounts biliad. Tney ¢o not include an estimatec accrual fcr sen ce
betwicen the last cyclical illing and the enc of the year.
Customer Advances for Construction — Customer acvances for constructic® may e
refunded in whole or in part or may be trans‘erred 10 ulility p'ant. Such credits zpresant
emounts paid by customers and others toward utility p'2~* «mprovements, ©".nCipe.ly
underground distribution faciities.
Depreciation and Amortization — The Company provices for depieciation on & stra:gnt-
line basis for all depreciable property, except for 156% of such property (£*ncigzly
hydro-electric production property) v:hich is deprecigted on a € percent cc™pou=a-
interest method.

The annual depreciation provisions recorced in the Comgany’s accoLnts v.ere
equivalent 10 the following percentages of the original cosi of depreciable ut ty p'ant:

a 1974 1673
Straight-line method (%) .......... F e T A L R A v Y 30
Compound interest method (%e) ...... s . T LS A rly i S 85 81

Federal Income Taxes — In computing degreciation for Feceral income tax T .rposas,
the Company uses depreciaticn methods and estimated asset lives which ¢ “er f-2m
those used in its financial siatements. In acdition. the allow ance for funas ussz2 du’ ng
consiruction and certain taxes cunng constructicn are treates differently for i-2ome 2x
anc financial statement purposes. Principally as & resu's of these factors the C:mpa~.'s
efiective lax rate varies from tre statutory Fegera inccme tax rate (see Note " ).

The Company normalizes. w.th the approvai of the Wasningtcn Utilites &2 Tra~s-
portation Commission, the tax effects of (1) libcralizes anc asse: deprecial °n ra=ge
depreciation on production progerty adoitions after 1969 ana 1970, respec: vely: 2)
job development investment crecits. (3) the provision for seif-insurance in excess of
deductible losses; and (4) cerlain accruec property taves
Allowance for Funds Used During Construction — The allov. ance ‘or funds us#d dur 7g
construction represents the estmated portion of interest and eguily costs & car ‘al
funds which are applicable to utility plant while uncer construction. The composte
rate used by the Company 10 capitalize the cost of funds devoted to construsion w.as,
7.8% for 1974 and 1973
Earnings per Common Share — Earnings per common share are computed &s foliews:

Earnings per common share assuming no conversion of preference stoc-: the net
income for common stock 15 cwided by the weighted average number of common
shares outstanding.

Earnings per common share assuming full conversion: the aggreqate ¢f the nel
income tor common stock plus the cividends accrued on convertibie preference stoc 18
divided by the agaregate of the weighted average number of common shares cutstand-
ing plus the number of shares that would be outstanaing if the convertibie preference
stock were fully converted
2) UTILITY PLANT EXPENDITURES ~ Expenditures for utility plant during 1975 are
expected 1o approxmmate S8 700,000 The Company s construction progra™ for the
years 1976 throuah 1977, sutyoCt 10 continuing review and adjustment. s st mates at
$304.300.000 Certaun purchase commitments have been made in connechion with the
construction program .

23



Puget Snund Power & Light Company

3) EARNINGS REINVESTED IN THE BUSINESS — Earnings reinsestes in the: hus 438

UNTELir s 5510 payment of cash Coa2en2s N CLmMrun SIZAK AT SURt *% appravr ely

$51.100 050 &t December 31, 1974 under pravisions 2F the mos! restr tve coverzats

appucen'e 19 the preferred and preference $1ocvs and long-term 2ett

4) PREFERRED STOCK, $100 PAR VALUE — 1,000,000 SHARES AUTHORIZED
Nuroer o’ Shares

L T R i
Authorized foreach 8eries, . . ...ovcovnveesnrnnas 150.053 150 220 152 230
Qutstancing, January 1, 1874 . ... ....c.cvvvnrens 120,012 123 437 150 .0
Acquirec for sinking fund during 1974 ............ _4407  g20 170
QOutstanding, December 31, 1974 .. .............. 115.605 122617 132 230
Available for future sinking fund requirements. .. ... 7.385 6 333 17 220

The preferred stock may be redeemed by the Company at ths folic »ing recemz: on
prices per share plus accrued dividengas:

4.84% Series — $103 prior to 142y 15, 1977 and S102 therez‘ter.

4.70% Series — $102 prior 1o May 15, 1979 and S101 thereziter

8% Series — $108, $105 and $103 prior to February 15, 1978, 1983 and 1228,
respectively, anc S101 theraatter,

The Company is required 1o cepos!t funds ennuz ly in 2 sinking fund su'ficie~: to
redeem the foliowing number of shares of ezch series at $100 per share plus acc’.ed
dividends: 4. 84% series and 4.70% sernes. 3 000 shares each, E% series, 4 000 shz-es
from 1975 through 1984 and 5,00C. 6.000 and 1.000 shares thrcugh 1989, 2003 z~d
2004, respectively. These requirements may be satished Dy oe'ivery of reacquired shess.

5) CONVERTIBLE PREFERENCE STOCK, $50 PAR VALUE — Shz-as
700,000 SHARES AUTHORIZED: 7.25%
AUINONING 107 I8 7 2898 BROEE. v i v dn s s vlsnmsin ton daiasning FiS s 300 20
Outstanding January 1, and December 31, 1974. .....civvriiirnrenonnses 296 230

The convertidie preference stock may e receemed at par pius accrued civige=:s

The Company must keep availao!e for conversion of its preference stock 448 324
shares ¢! i's authorized and unissuec S1C par value common s'ock. hase= on convers an
values for pre‘erence s!ck and common stock of $50 and $33, respect.vely

6) COMMON STOCK, $10 PAR VALUE: Sha'zs
T e N SR oS, L I T S R S 1 6.000 .00
| = — == i
Outstanding January 1, 1974 .. ... ...oiiviinvinrnnne R & L R T 4,385 250
Issued 1o trustee of employce investment Plan .. ...viviivrriernnrenannes 12 592
T R T ST R . T WO T D SO S R 60C 220
Outstanding December 31, 1974 ... .ccvveevianeinsirnvorasrssnsssans < 997 :52
[ = 3
7) ADDITIONAL PAID IN CAPITAL: -
iy R e Lt S SN Y S §26 276
Excess of proceeds over par value of common stock
issued 10 trustee of employee INVeSIMENt DIAN. . . .. cvuvnvrriernsnsnenss 156
Excess of proceeds over par value of common stock
SEBUBT 10 00 DURTIE v ¢ ¢ 5o wiw s s o ST e 5k & B o .8 R A 5 6.200
Excess of par value over cost of preferred stock reacquired for
annual SInking fund FEQUIBIMBNIS .. . v v« v v ovisvnonsasssvassanssses ol a 37
Balance December 31,1974 . . ........... ST et o B R il 3 $34 <39
8) LONG-TERM DEBT. AT DECEMBER 31, 1974: ?%;'ﬂ’.;%g
First Mortgage bonds: of gﬁ{‘;;sf
103:% series, due 1963 . ......... Y U N NPT S SR S NS $ 30000
3%2% series, due 1984 ... ..... L P T T 25000
4'%% senes, due 1988 . ........... TN AT o ok TR o 00N
$55% o0nies. due 1981 . ...iiirrinaninns B wb Bimn 3 ve e i - suiludh oo 15000
454% senes, due 1993 ., ........ T s o TR s R e ind .. 4000
42:% sones, due 199 ., . e B 2 B T oner el P e 1509
5'%°% senes, due 1996 , . ........ SN T e B TN & i T T 20000
6%:% senes, due 1997 . ..., e T 0% 3 b N s TRy 2000
702% senes, due 1999 ... ..., Ry TP e A TR 20000
912 senes, due 2000 .. ... R B b o B e T I S 2970
TH2% 5en0s, due 2002 . ... corenressrsnisenss v e N e . 30,000
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Notes to Financial Statements (Continued)

8¥%"% sones, due 2004, ... cineniann Ao e e wun i s n 39090
Totat Furst Mortgese Longs ..., T R S R .. 304700
Dezontures, 5% %, U 1963 . ..civvninnsnes e N 7 s et RN 8426
5.%%% £.%"ution control revetue boncs. senes 197 due "398
1320.620,000 net of funds on cepust with trustee of $13 409 220). ... iy 6591
NOES E8/DIE. ... ..ovvnniiiniianneissninrrriianssniien. 525
320 292
Less unamortized discount — net of premium ... ... T R S ilaiek 1.553
P e P D T AEa s n R a TN Uy $31€ 749

BET s ST

The effective interest cost 2pprox mates *he ¢c.pon rz'e du- 7g the life o 1ne bunds

The Company 15 required 1o merz ann.z! sin- 1g arz Imp*/ement func payrents
to the trustee equal 1o one percent of the s3grezzie pr ~cipe zmou~t of exch series
of first morigage bonds ouistanding. &s proadec 0 the resnetive indentures, crtept
for the 10%% series, due 1983, wnich has no s-«ing ‘.nd f-ovision. The aggrezate
amount of such requitements for 1975 15 $2,447.C00 arz for sach ¢ the years 1976
through 1970 is $2,747.000. Tris requirement may oe me' by the subsiitution of certain
credits as provided in the mailgege :

The Compary is also required to make an as~ual ¢ 7king ‘und payment sufi cient
to redeem (&t special redemption prices not to exceez 100.73 percent o princ oal)
$375.000 principal amount of cetentures cn November 1 of ezch yezr thrcugh 1282
This requirement may be satisfied bty delivery of ~zacqu “ed cscenturss. Al December
31, 1974, $884,000 of reacquirec canentutes we'e ave able 0 meal fulire sinking
fund requirements.

Substantially all properties of the Company are sudbject 10 the lien of the first
mortgace bonds.

9) NOTES PAYABLE TO BANKS —Notes payable 12 ban<s reprgsent zorrow ngs under
a credit agreement vath twenty-one canks. v.mich £-ovides for & maximium ccmmiiment
bl the banks of $5C 000,00 with inierest on bor-Jwings at 103% ¢ the pnme rate
The agreement aiso provicas for @ fe2 of 1z of 1°: per enum 2n the unuses o~ ~ut-
ment. The borrowings carry an average interest re:2 of 1270 at Zecemoer 31. 197- and
mature Apnl 1, 1975, It is informally uncers:000 ;~al the Comcany v. || mamntain Zam-
pensating balances on a yearly average bzsis ec.al to 3% ¢° the 10tal hr2 of cradit
based on monthly bank siatement calances. The normzl de 2v in creck clearz-ces
through the depository ban«s sudsiantaliy meels s cImpe~:sating dalanze rec.re-
ment. On April 1, 1975 loans outsianaing L=2er t=2 agrezmer: il b2 refinzncec with
no‘es cue April 1, 1976 uncer a new creqit agree~ent complead in Llarch 1975 (see
page 12).

The Company has a sucplemental crext ag-samer: with “ ve ba~«s prswidir: for
an additiona! cred.: ine of $5 000.0C with ~:2res: >n bor-owinzs at 107% ¢ the £-me
rate. Thie crecit line expires March 31, 1973 The Comcany ras info mally 3gress to
maintain compensating balances egual 10 137 of 1us suoplenstal e

10) FEDERAL INCOME TAXES — Tre Co~pam 2 elfertve Felera incore tax rate
was 27.2% for 1974 and 21.1% for 1973 Tre di'zrence setwean theze efiestive rates
and the 48% Federal income tax staiulory (ate cemprises
1974 1973
Items on which the tax el'ect has not beer Jdelerred L N
in accordance with regulatory requrements.
Depreciation expense cecuciod or income 1ax purposes
in excess of depreciation expense incivoed in the
financial statemoents, net of Lberalizeg Soaprec ation treated
as a timing dillerence. .. .. k- i s ANy 5o R § T T 1M1%  164%
Allowance for funds used cunna construchion ncluced
as income in the linancai statements and exc:zded *om

ERADIR INDOMMY o\ v (3 s vt s nis RN T emnah i ¢ 47

Certain taxes included m the cost of ub ity pla~tin the

financial statements and doducted 10F (inCome 1ax purposes. ... 2.7 35
208°%  260%

11) CONTINGENCIES — By compiant Hod m the United Stares Distnet Court sated
July 18, 1972, the Muckleshoot Inaian Trube tas s.od the Comeany tor §45 000.000 for
diversion and conversion of water am the Wikie-Stuca Rive:, and 1or an injunction
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Puget Sound Power & Light Company

Notes to Financial Statements (Continued)

ggainst further diversions. In the opnicn of genere' courzel, e Crmpany ha-. sub-
slantia! ce'enses in s Lhigation and there is hitt'e kelinood <! sigaulicant res. Jory
against the Company.

The Montana Department of Natura! Resources antd Co-servz.on Fas reiosm-
mences the demal of the appliceian 1or a construchcn per~it 77 Lwe ads - sne
generziing units at Coistnp, Mentzna in which 'ne Compz~y 18 % hase a 25% ir-z-os!
Hearir2s are 10 be held in connec’.2n with the zpplication 'n tf £ eve~! the 2ppi 23'.00
is vltimztely denied. the Compzn; may have o chzarge <oere: ans with cance :hor
charges of approximately $1,600 C29 ang cons'ructizn exoenc “ures ~2f $2.200(77 in-
Cufrec to cate. Should any such cnarges ‘o operations be necezsary me Compe”. il
fequsst the approval of the Wasnington Ulinties a9 Transpc~aticr Commiss 21 16
amort.ze the charges over a perics of years.

12) EMPLOYEE PENSION PLAN — The Compzny hzs a nunce~iribu*ary pensio- slan
covering substantially all of its empioyees. The total cost ¢f this £'an fcr 1974 anc *973
was $2.300.000 and $1,800,000, respectively, incluzing eopros mate'y $725.0C ano
$587,C20, respectively, charged ic construction. Effeslive Januas; 1. 1874 the plz- vas
amenced o increase plan bene’’s which had nc malsnial £ec! on net inzime
Unfunzed prior service costs are teing amortized over a perioc of azsroximately “Airly
years. The Company's policy is to fung pension cos: accrued. At December 31, “ 374,
unfunced past service costs were zpproximately $10 332,000, Tre actuzrially comr: Jted
value of vested benefits exceeds by epproximate’y $8.600,000 the value (bases pri~zrily
on market) of the pensicn fung.

13) EMPLOYEE INVESTMENT PLAN--The Company has a quz'ified employee ir .est-
ment plan under which prescribed payroil deductions as cesignzted oy the emp's, ees
are deposited monthly with a trustee anc are used to purchase & civersified inves —ent
portiohio. The Company makes a monthly contribution 1o the trust fu~3 equal 1o 33%
of the basic contribution of each participating emp ovee. The Dasic contnbu! 21 s
limited to 6% of the employee’'s recular earnings. Uncer the inves:ment olan garee—ent,
all Company coniributions are use by the trustee to purchase comran Stock ¢ “2ctly
from the Company at a value estab shcd by sa'es a' spec fied cates on the Nevw York
Stock Exchange.

During 1974 and 1973 the Company contribu'ed eapprox mate'y $240.000 znd
$253,000, respectively in cash 10 the plan and the trustee purchases from such =on-
tributions 12.802 and 9,706 shares. respectively. of common stoc<. Prozeeds fror such
sales were credited to the commoen stock and additonal paid- 1 cap al accour:s on
the books of the Company.

14) RESTATEMENTS — in accorcance with regulalery recuire~ents e‘fect e Jz-.ary
1, 1972 contnbutions in aid of corsiructon have bee~ reclzssifies as 2 redusion = the
cost of utility plant Utility plant as ¢f December 31, 1973 haz bee - restz’ad 1o ~efle ‘his
change resuiting in a reduction of $12,.854,000. Previous'y suah coatnibui.ons .ere
shown separately among the habilities.




Auditors’ Report

To the shareholders of Pugst Sound Power & Light Company

Vo have eramined the bi'ar oo sheet of Puget Sound Poxer & Light Company as
of Decembior 31, 1974 and the relaten slatements of income. earmings rein-
ves e in the business and cnanaes in inancial position for the year then ended
Our eraminalion was mase in accurgance vath generally accepted auditing
standards and. accoraing’; incluted such tests of the accounting records and
such other auditing procesures as we considered nccessary in the circum-
stances We provicusly exzoned and reported on the financial statements of the
Company tor the year 1973

In our opinion, the alarementioned financial statements present fairly the
finzncial position of Puget Scund Poveer & Light Company at December 31. 1974
and 1973. and its results of cperations and changes n financial position for the
years then ended. in confcrmity with generally accepted accourling principles
apched on a consistent bas:s.

In addition. we have read certain historical accounting information included
in the nonfinancial statement sections of this annual report. as identified therein:
have compared it 10 data tz<en from the audited financial statements. have
subjected it to audit procedures have verfied its mathematical accuracy. In
our opinion. such data is farrly stated in relation to the audited financial state-
ments taken as a whole.

COOPERS & LYBRAND
February 12, 1975, except &s to Note 9 with respect to which the date of this
report is March 25, 1975.

Seattle, Washington

Fiscal Agents

Common Stock: Transfer Agents, The Chase Manhattan Bank, N.A., New York,
and Rainier National Bank. Seattie; Registrars, Irving Trust Company, New York,
and Pacific Nationa! Bank of Washington, Seattle.

Convertible Preference Stock: Transfer Agents, The Chase Manhattan Bank,
N.A.. New York, and Rainier National Bank, Seattle; Registrars, Irving Trust Com-
pany, New York, and Pacific National Bank of Washingion, Seattle.

Preferred Stock: 4.84% and 4.70% series: Transfer Agent. Rainier National
Banx. Seattle; Registrar, Pacific National Bank of Washington. Seatile. 8%
series: Transter Agents anc Registrars. Manufacturers Hanover Trust Company.
New York, and Rainier Nat cnal Ban. Seatlle,

First Mortgage Bonds: Irus:ee and Registrar, The First National Bank of Boston.
Bos:on.

Debentures: Trustee and Reg sirar, Continental lllinois Nationa! Bank and Trust
Company, Chicago.

27



Historical Summary of Operations and Statistical Record

SUMAALI ¢ OF OPLBATIONS® (inouands, of buiars)
Opurating rovenues:

RESIAENNAl , . . ...0ivrevrisincscnnvrrnenssone
COMMETCIAl . .0 ovoisesotansnssifinsveniis svess
T R S (N RSN ey PR
B o R o ah AR e T € ¥ w5 S E R
Total OPerating revenues . .. ...ovevrrvnverrsss
Operation and MAINIENANCE ... . covvveeerarsrrannness
DEDIECIBLION . ... vvvvuninnrnrnsesnnsssossssnsnsess
Tares Gther than INCOME Ia%ES . ..o vvvu v nvnnnerns
Feceral inCOMEIAXES., , .. .vocoaiaseessrssnssnansoons
Tolal operating expenses ... ......c.cooevvraiens
Operating iNCOME . ......oovvmvrrrrinsnnsennionases
OB INCOMB MO, 5+ 1. o s saischabansessresesssss
Income before interest charges. ... .....covvvuvacienns
INterest Charges . .. ....oovvvosssnossannronesnunas
T S Ry i oo S o A
Preferred and convertible preference stock d:vcdnnd
L A s P e OGP Y
Netincome on COMMON SIOCK . . .. cvvvveervranscasrons
Common shares outstanding — weighted average...... ..

Earnings per common share — assuming no conversion. ..

— assuming full conversion . .

Dividends per share of common S1oCK . . ......oovviueens

Pay-out ratio on common S10CK. .. ...oicvnierarnavanns

STATISTICAL RECORD

KWH generated, purchased and interchanged (Millions):

Total Company generated. ... .....cocnvevcnvsseses

PUrChEsOO DOWES . .. .. cocviosvnssssnanasisiananss

Interchanged power (Nel) ..........couivivoncnenns

Total output ... .cvvvvnvenirvssnssnnnnconnns
Losses and Company US@ .........ccosunssvansnons

YOIl onempy 8888 .. ... cccvnvrrirsrnisasnsans
Electric energy sales — KWH (Millions):
T AR AN IS N PR S
e LT M NP S R R SRR ot
L R L) s S P R PPy R

Totalenergy sales ........co.cvasvsvssnnsnnns

Total average number of customers. ..................

Per residential customer:
Annual use (KWH) . .....oiiiveiirvnressnercnonnns
PR TOVRINOR . oo ihve v iin 50k Vb6 Ak KSR 5 & AR
Average rate per kilowatt-hour. .. ........covevienns
Peak load — Kilowatts (thousands). ......cocveevcisrans
Capability at time of peak load — Kilowatts (thousands) . . .
Capitalization ratios:*
Long-term (excluding bank loans) . ........c.ovnvnn
POBEOIRS BIOBK . .« ot i v e ansma b 8 b
Convertible preference S1OCK . ......oovvvverrcvasens
Common shareholders investment. . ... .ovvivvrnnns

b -

1574 1973 1572
$ 72722 65249 S k142
36,230 32420 22.84%
15,145 12202 11.457
18,2¢5 6.231 54z
142383 116402 1314
764,522 54270 121z
13,850 12.231 11,262
17,042 14 251 13.257
8,003 4143 392
103,423 86205 72507
38,910 30527 22.547
6,213 3213 2217
45,123 34 010 2).76¢
23,743 18,347 +4.72¢
21,385 15.463 16,044
3,314 2569 229
$ 18071 S 12824 S 1374
4483216 23798582 4,367.0:C
$4.03 $2.04 §3.12
$3.68 $2 89 $3.02
$1.98 $1.908 31.9°
49.1% 67.3% 60.6%5
1,704 1,490 1.43°
10,350 0.225 9,140
474 (737) (897)
12,618 9.978 9.67¢
(847) (658) (793)
11,771 8 320 888>
5,040* 4913° 4856
2,043* 2.049* 1.862
2,050* 2041° 1.86:
2,638t 317° 263
1,771° 9.320° 8.865
403,409 393353 379,728
13,855 13883 14,151
$199.04 $18:09  S17B@Y
1.44¢° 1.33¢° 1.2¢82
2,058 2077 2.115
2,379 2.283 2.280
50.4% 86.4°% 58.7%
6.9 86 58
28 33 34
309 317 321
100.0% 1000% 10007
1,819 1.779 1,692

*Aud f procedures apphed, see Autids Roport fincludes 2 364 AW (nvihions) of tem ars non-* *m energy SO 10 0IU0r ¢t 1S

¢ APPSR T Y wagy—m—
e
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12470 1949 1 ‘_'L-‘o_
*§ 54432 S 49837 47025 |S 3078
" 26222 24 (2 21,906 13,6455
8986 8622 520 6018
4.461 3873 3,448 2247
64.101 86622 g0eed | s20m
45274 TALTLs T Taee20 | 27219
10,467 81235 7.860 4375
10,851 10,627 10,052 6.480
1,692 429 721 052
68 284 61,627 58 453 39.026
25817 25055 22 446 13.905
1.914 1,0%) 723 747
27.731 26,145 23,169 14,652
13.868 13,127 11,441 6,279
13,863 13,025 11,728 8,373
2,333 2,325 1,454 1,370
§ 11530 § 10672 § 10274 |S 7.003
4112676 32537:3 3053501 [3.593.501
$2.80 $2.70 $2.60 $1.95
$2.76 §2 67 $2 59 -
$1.82 $1.76 $1.70 $1.60
65.0% 65 2% 65.4% 82.1%
1,404 1,230 1,238 1,136
7.606 7.485 7.153 4172
(177) (225) (701) (626)
8,833 8.153 7.690 4682
(805) (782) (749) (594)
8.027 47 6.941 4088
4557 4184 3,928 2.460
1.722 1525 1,392 737
1.506 1,252 1,449 760
242 25 172 131
8.027 74" 6941 4088
357.741 354732 339.560 258.940
13711 13.0:2 12.919 10556
$163.77 $15523  S15467 | $13209
1.19¢ 120 1.20¢ 1.25¢
1.850 1.71 1613 1,139
2.186 1.8 1,807 1,372
56.3% 58 T% 55.9% 53.9%
65 6o 78 11.8
38 30 43 -
_ 334 305 320 343
100 0%, __oo' 100 0%| 100 0%
_ 1.665 Y T » 1’.7_?4 1.564

MANAGE!*ENTS DISCUSSION AND ANALYSIS OF
THE Sl ARY CF OPE™ n'”(ﬂc.) FOR TilL YCLANS
1974 AND 1373
The stets and soaerdt sz0 msenane gncounsd fof
at. . 51t Tayi tao!tcemetiane 4 opsrating
e o Yo 1973 The Lonerdl g2to intreane: oas n
el'es: only Sunng v=6 lan csp ruaths o 1974 203 i3
Erornin L NCHLELA uanues fur 1975 Inteegned
ga e 10 oar U0 Tos gicountes for 34 947 Honal
€17 * mili%- of i"sreasss 1974 Lperat ~j 1¢/snues
Ar--.gh =% Cor z2ay ¢szocts % sell ooaer to oiher
gl ores i e fut.cs, 1h: zmog”t of 5.10 58 33 Ce-
per T3 prziv €7 e &.3 abil'; of pLasrn s/cess
of ==& Cu~zany t “squirz~onts

The “2-0ase "~ OLZ°2h0N 273 Mg “'2na” <& ex-
pe-izsier " 27405 ue L "Creaiidpuritases tower
cc3: aac tnhia: =nary *2stors czsulting i1 inc-zased
wess rate: and ret2na’ 2~ 3 suztly €Css

The .-:rease n dez-sCialicn expe~se fe- 1974
an= 1973 .: due '3 inz-z2sed ceprec 2dle e ecine
ple-: @ng iz 3n N zase - Ceprec alion “zles i 1974

Taxec 2:her i~3n Fezzral intome tares increased
in 1274 an: 1973 c.2 1o ~Creascs rever .Es, property
va .znons :nd 2 aries 73 wezas urtn whan the
ot~z taxe: are czsed, ::gethe” with ncreaszd lax
rats:

Feccrz incom2 taxe: were s gnificantly hizaerin
1972 primz- ly dus ‘0 the acreasz2 in tax2ble imZame.

The ir =reases in ot~ - inco~2 for 1274 a2 1973
we-2 cdue 1= 1) irzrease: n the allowa-ze for funds
useZ Odur -3 co-struc: 2n wh.ch is atirib.table
fo Pigher ¢:els ¢’ cons:‘_ction expenc ‘ures &1d 2)
an increass in intz-astirz e frem funcs invesiad by
the {-ustes 2* the 3 90% :2liutic~ contr! bonss

The F zher ~*2res: zharges in 1874 ans 1973
are Zue Ic - gher svels :° short *arm c£0t as vell as
mg~2r sho~ term atere:: rates 213 Ic he iss.ance
of axsdiorz dbons: n 1872 1973 and 1874 at ~erest
rates «n ex:3ss of 2ror z.2rage ‘2tes

Earnings Per Common Share and Operating
Revenues by Quarter for 1974 and 1973
1974 1973
E2armings Jrperat =3 Ear- ~38 Clsraung
per ‘evenLssd e '€.dnyes
cammor Thouszts comon (THI.sancs
sharer ' Dollzat shater of D)lars)

Firs: Q are’ e 5168 g 14 8:3 $1.32 § 23898
Se:on3Quater ... 138 360" = 28.153
Thie: Quarte .. . 54 33" e | 24553
Fou™ Quare* ... 8¢ 38.73° 53 19,298

Fe- e Yea'.... 5«103' §142 3-"- $224  S$116.902°

tEised w2 average JImmo- shares outsiiiding
&ssuming =0 co-.2rsic~ M pretarence 100K

Common Stock Price Ranges and Dividends
Per Share by Quarter for 1974 and 1973

1574
Price Range D lends
Hig™ Low Pe: Share
BN O . .. . oshenwonariruy 28%y ~ 25% $ 43,
Secona Quaier ...l 2578 =193, 492
Thirg Quarte” .. ...ccoovave... 2035 = 18% A9
Fourth Quarier ........ce.. L 2V~ 18N A9
1973
Prioe Ranae D denas
Hign  Low Per Snhare
First Quarter ... ..., I -W § 49
5!‘ IS O oo b iR iy = 29, a9
Thie Quartes . ... . 297, — 26 49,
Four™ Oudite® ....veeanss 29 - 23% A9
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Fir Our Shinein i Unit

2 F.’m.:nr;; folit LY e

PIETE, .. L amen sy Datars
Quitiandg iy T o4 s s iy RS
Dinderds por svare L, Dollars
Payoul 180 . ....... .«.............Per Cent
Book va'ue pAr ahare ... ... oh e Doliars
Bhares OulSBNSING . ..cvinvesiihviss Milliors

On V/hat Ve €12

Total revenues ..:............. . Miltioris of §
Gas resenties . ........cvvvensen Mihions of §
Electnc revenues:
2 s S R - Millions of $
Gencral BUSINeSS .. .o vvvuenns Millions of §
Kilowatt-hours
G0 i T SRR, L Millions of Kwh
General business ... .. .. Milions of Kwh
Rezidentia!
g T AT e S O SR Kwh
Revenue pey Kl . covvsvvrcosivins Cents

On Expences and Provisions

Operating expenses . ........... Millions of §
Depreciation ard maintenance . .. Mithons of §
Purchased povedr. . ..ovvvenennn. Millions of §
Purchased 0as ................. Millions of §
BB v 0 3 2t B R n T 9 Miliions of §

On Our Power Resources

Available resources ....vvveniinns Megawatts
Other purchascs (sales) .......... Meogawatis
Available resources-net. . ......... Megawatts
Peak demand . ..........covvuvns Megawatts
IR SO 1AL -« . o avis s 5o wen v din Per Cent
Requirements . ... Millions of Kwh

Our Froperty Investment

Plant exponditures ... ... Mitlions of §
Plant imvestment NN ANiltions of §
g RS S . Millions of §

{ ) Dorotes Decrease

15974

——

21
2.1
.40
7
2014
€8

745
533

7.623
4873

12,657
1.21

207
127

9.7
235
149

—
-
o -
L ]

- -

O =

NSO O
- an - UI

b
gy
-

271
471 4
3335

-
w
~
w

2.02
1.44
n
1960
6.6

930
264

€52
50.7

6.803
4,747

12.667
1.19

181
114

8.9
153
14.1

1,135
—(28)

1.107

1.062

5,557

250
446 3
366.0

1972

196
146
1.3
YAl
1903
€5

€28
258

556
486

6.402
4,604

12498
119

144
97
74

150

124

1133
—158)
1075
1.076
58
5.456

168
1380
136
72
18.38
64

770
230

526
46.0

5795
4344

11,960
1.2t

133
95
6.2

122

13.6

1121

—18
1.113
934
63
5,134

245
407.0
3359

5% =
R

51
€=
we

1ed



1.141
{215)
. 926
750
63
4,143

101
3361
2810

%o

20
24
16
()
16
10
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Conccrinnd BEclenee Sheot at Dccember 31st

(Thausands, of [4iars)

(‘\
-

1974 1973 1872 971
ASSLTS
Plan! Invesiment .

Eleciric producion plant .. ... iariane $165.816 $188,159 $£182,122 $180.002
Other 1t iz BIaN. . .ooernnnrvsrnnns : ] 105932 185687 172403 IR
YOUB QICEAHC - . oo b o insesinanbnssansns 394,748 373,846 354,525 341,73%
Gas PIANL .. ......c.ooopnirassnnnsnransens €3.544 60,157 57,963 54 4075
OPNRE BEE . iienviins inbsbonnntshmninsa ’ 13149 12331 11,379 _ 10,822
TOMM oot ganshemmdovn: samessweanngs 471,441 446,334 423,867 407 G54
Depresiation a8 amortizalion ............ __87.976 802325 74,777 _Tipes
T e SR SR SR PR RS T 383.465 366,008 348,080 335080
Oher INVESIMENIS ... . ..varirirnniacanssonne 16.256 15,973 10,433 9.055
COMTBBAEBEIE . - b0 s s oV 2 ms wd bk Wi as 16.206 13,662 12,052 12.761
N NS I SN N - 3426 3159 2,584 2678
R = i oAl i G i 4R $420.053 $398.803 €374,159 §360.204

LI/ BILITIES
Capitalization
ORNNDN BIOCK L . < xviye s ns s s S0 namene s $111,7C2 $110,795 $105,383 $ 85027
Retained Camings . «..covrevrsrsssasssinns __25.535 21,863 18,408 35,221
Total @QUALY . .- coversvssosnsrsrssssssre 137,237 132,658 123,791 120,248
First mortgage bunds. .......cocovvvenrenes 200,270 200370 180.370 180,370
Debentur@ DORUS. ..« coon s sarissinvamnens 34 604 35,342 36.047 36618
DA - 2cosbnms as vnrsss s sdBoayans e 27.000 12,000 15,000 8.000
Unamortized debt premium ... ............ 525 X Al
Total CapitaliZation . .. .ceeeveerernesees 309,738 230,370 355.203 345435
Current hadilities .. .............. S e Al 17,445 13,463 14.509 11,736
s A P e S 2872 1,732 1675 649
Lontnbuhwn n and of constructhion. . . ..... LR e 3.218 2767 ___28583
 Te AP  p $420.053 $395.603 $374.159 $360 404
CAPITALIZATION RATIOS
Equnty et O AL T e R T el 344 349 349 3486
R e s caarsh « 3 8 SRR < e 3 656 651 : 651 652

0



$167 549
153,374
321923
54114
10,431
386 468
67,842
318.625
TEC4

15 594
__ 2598
$344 €21

$ 79,356
31,303
110,749
180,370

22,556
14,000

327,675
14,094
576
__2276

$344 621

e

66 2

362,764
63665
300119
6.036
29.2€5
3092

$352573

$ 79.183
28948
108,131
160370
23274
16,160

307.935
28.199
456

$338.§75

35.1
619

§148 985
142793
291778

47017

288 834
4,708
13.614
. 6.984

$314.140

$ 70,557
26,646
97,203

160,370
24,032
18,360

293,965
11,982
380
1813
§314,140

324
676

$14¢ 258
137 438
284 456

42 603
__8070

336,129

65113

281.016
2960
12.191
__3630

$202 806

$ 70297
24441
94,738

160.370
74620
7,360

287,088
10.869
127
1.722

$292 806

330
67.0

$ 70.068
22,684

92,752
160370

25208
2,300

280.630
11017
129
1,660

§293.436
oty

31
659

$146,022
123438
275470
33,224
8236
316,950
47,622
269,320

2.780
11,051

3,079

286,238

$ 69,878
21277

91,155

140.370
25,795
16,000

273,520
11.082
199

1.637

$286.238

.34
66 6

$146.302
Jd22,7¢3
269,107
29914
1838
306,650
44 528

a— e e
262,322
2,589
10.310

§278158

—
]

$ 60,617
21,069
90,685
140,370

25,259
6,000

262,314
14,050
182
__1602

$278,158

346
654



X fncom Dete

(Thousends of Do'lars)

Ope cting Reve oo
R e L s el o B s Bt T3 Sh b 508 5 6 Bk e
I O oy vt Rk bheid emia 3 Ak aed e e B3
T i, S G R S D (R S O
BIBaM MEBY .. ... . .viis v et ’

) e R e s R DO e

Op:rating havesve Deduclions:

Maintenance . ... ...... s sy S e e
POWEr BUTEhISPE . iiiiirrrrvrvsbosransedue
TR T T R e SR et RN
Other Operating expenses .. ........c.coovvans
Federal ang state mncome tares .............
-y T T e ey A S S S

3T T N C SR R B DS

R L5 e St itin ek = o i 216w e Wk g g AFa

Operating iINCOMe . /.. ...ovaiionvrssirnss 5 s

Otiaer Income (Dzcuctions):

Equity in subsic.ary earmnings .. .............
Allowance for funds used during construction
o e R e e e

Total other income (deductions)—net .. ...

Interest Charges:

Income before the following item .. .. .........
Transtorred trom retaned eariungs-
restnicted centain reductions in
Federal inCOMe 1anes. ... ....ovvvnninnns

Net income avadabte for dividonds
and other COrp e PUIPOSES ..o vee i vun e

CoOMmOon Unedemds L. f i s
( Vi o '.\_H-‘ , 4

174 1973
5 74532 $65.167
231530 26,424
677 549
1.25'?_ 859
110.0%53 92,999
.
4,50 3,650
9,686 8,800
23491 15,280
22747 18,059
5,865 4,731
200 8,350
§.363 _2.779
$1.656 67,759
28.442 25,240
(405) 576
701 466
i 116
302 1,158
14,612 13,125
123 169
14,035 13,294
13.609 13.104
532 R, - |
1430 13,646
10 138 9.649

$5561¢8
25,808
47

— 357

82854

3287
7,410
14,644
14,434
5.115
£.385

6445

60.020
22,634
2,049

(504)
1,545

12,U75
81

12,156
12,223

542

12,765

D
=
.
(=0

o7

$52.57¢
23033
423

S -

16.687

3172
6.220
12169
13.314
5638
7917
6320
54,771

22.216

1471

(290)
1,181

11,634
233

11,867

11.530



$50.625
20161
445
.

72,093

2.581
6.704
10,550
12.468
6,063
7.413
5,565

51,345

20,748

921
393

1314

11,300
a4

11,394

10,668

542

———

$25.649
18 934
434
770

53832

2,494
6.526
9.676

1,576
6.544
7.091

5199

£3.303

19,684

403

(245)
158

9.751
82

9,833

10.009

7,707

$47.037
17.215
402
105

- 65.361

2.228
6,246
9,551
10,881
6,252
6.794
__5075

47.027

18.334

463
—{36)
102

9.126
74

9,200

9.236

— 542

9.778

7.030

1967

$46.46¢
14.027
320
640
61,525

2,476
6,724
7.751
10,961
4,461
6.539
4853

43,770

17,755

40

—1372)
(332)

8,761
63

8.824

8.599

642

9141

6.643

$42.204
11.896
461

596

5,187

2.001
5632
5911
10.132
3.670
6.175
—5:247

38,268

16.819

(433)
(337)

8.433
——.

8.534
8.048

542

8.590

6.485

2955

$39.733
11,193
416

620

) 51,967

1,880
5,466
5,662
9,634
2872
£.848

4,290

35,852

16,115

(848)
(749)

7,831
58

7,889

7477

542

8.019

6.242

$38.408
10.835
268

650

50,161

—_———

1,753
3,966
5,664
9,880
3625
5691
4,085

34,674

15,487

16
(629)
(613)

7639
45

7,684

7.180

542

7.732

6.108

9



3 -
¥ " .- -~ ”~ -
£ 1A Sales Dzta
; 1574 1973 1972 1471
Fevenucs (inthou-sr L)
Etectric :
Resicer i b HEdi | A A R e 0t T $ 25805 $24.564 §23.452 $21.674
e e AR S L T~ SR 16,102 15.482 15,050 14,222
Industeial Thoam T G L R R - (S 10.329 9,702 919 8877
Street and tghway ighting. . ............ 979 . 92 - BES R -
Total genera, business ................ 53.34 50.677 48 578 46 00
REICIUS BTC *OI4BYS +.vveiniviviirinrin > R 24 25 37
Other electng UlilNes ..........iinisvase 19,774 13173 5785 _ bt
Total energy sales. ............... e 73,124 63.874 54,388 51435
a0 R e T R TR A . 1409 1,293 _..1230 __ 1139
TRURL SIREIIE . .o o i cionmmnenss 5o bais 74 533 65,167 55618 52578
Gas:
Residential .. . ....... 5 Llares S do B e 12,694 11,016 11,013 9.758
COmMErcial ......oooovvveeinnn, O ' 7.176 5711 5.459 4015
INOURIIR =FIrmY . , . coiions b v e vundnwmenss Ll 8,357 5,745 5,468 4935
Industrial—Interruptible. .. ... ..oovinnnnn. Lo 52 ___3762 3,646 3176
TOUBE Q88 BAIDS .. - . .vvuioimninninsomanns 33,439 26.234 25,586 22,787
e e R S ST O 190 _ 222 246
IR Ly i s S Lt B T -1, 33.506 26,424 25.808 23,033
W . s Lo bty o i e e 4 ety aes 677 549 471 425
o AR S R U L 859 957 853
TOU NRMIOE . (. ivv i giieboveninnises $110.098 592,999 $82.854 £76.957
Industrial Revenue (in thousands):
Electnic
Mining and sSMelting. .........voenvervnens $ 3.849 $ 3,660 $ 3.002 $ 3397
Lumber ang wood products .............. 1.810 1,770 2,207 1.703
Paper manulacturting < ..c...covveicorinses 1.855 1,458 1.465 1.481
S U el SRRy - _ 2855 ___2814 2517 __229%
WO s o s v v 60 Vs 0 Salbny b e u s o3 $10.3¢9 .S 9702 S 8191 S 8877
Largest single customer . ................. $ 2.02% _S$ 1977 $ 1,905 $ 1,797
Gas
AImNG and SMeMING. .. ....ovvuenniennnnss $ 3789 $ 2,547 $ 2,274 § 2127
Lumber and wood products .. ............ 1.362 899 772 506
H Paper manufactunng ...cc..ovivvivninnen : 4.552 3.193 3.440 3.153
' Ty S L TN AN . 3864 2,868 __2628 2238
L e BB S T €15 530 s aco? s0114 $ 6114
Largest sing'e customer ... .............. S 4334 $ 3.063 $ 3276 $ 2972

10



A870

$20.692
13,549
8,630
AN
43948
52
5470
49.470
1,195
50,665

B8 447
3.951
4,535
__3,10
20,079
82
20,161
446
821

g72,093

$ 3.330
1,608
1,434
2.258

$ 8630
sSmwe—
$ 1.735

$ 2,060
442
2,698
—2251

S 160

$.2.723

$19.320

12,092
8218
_8o01

40,437

80
5591
46,108
929

47,037

6.692
3,265
4191

3,064

17.212

17.215
404
— 705

§ 3335
1.57
1,400

.82

5 8218
$ 1816

$ 2.060
418
2.763

__ 201w

255

w
Ay =

579

s$18.477
11.358
7£%8
I 2L
38.274
147
—1.006
45427
1081
46,468

LR
2832
2,457
2906
14,020

7

14,027
330
640
§61,525

—_—

$ 1327

1717
—.2.043
$ 5373

S5 1550

1666

$18.028
10.720
7.810
J—
37.304
1€6
4,008
41478
756

42,234

5443
2615
842
2,965
11,885
11

11,896
461
596

§55,187

$ 3.190
1,349
1,291

1,950
$ 7.810

§ 1570

$17.534
10.042
7.451
J—)
35.718
167
3,135
39,020
718

39,738

5.008
2,350
741
3082
11,181
12
11,183
416

620

$51,967

$ 3,002
1,330
1,282

1,837

$ 7.45
==
$ 1538

$ 1,288
109

168
2,248

$.362

§ 128

1404

$17,124
9.434
7.235
. 068
34.461
150
3,103
37,714

694
38,408

4,760
2,247

671
3,145

10,823
12
10,835

650
£50,161

:

"




Sales Deta (Continucd)

Elcciric Revenys—', of total
Rosidge: 40

T e R ek

Gas Revenue—=*. of total

Residentis!l | e S TR R e v
Commercial e R S e b Eynd

Customers (average per year)

Elecine
Residenrtial ... ......cooviiinvenvssns Ry
Commercial (1) ... ...uiiirinrinninnns
Industrial (1)
Stree! and highway ighting. . .............
Total generz. business .................
Railroads and railvays . .................
Other eleCtric ulihies ............coevenn.
Total @ ctric. .. ....veiiiinininenns -
Gas
T (RO o s SR T
COMMEICIBl ..., ..vnuirersivinsniensennss
Ingustrial—Fiem .. .. .....0coviiiinrinnnnn,
Industriai—interruptiole. . .............o.0.
DI . o/ 3 5 i a5 mch s e 53
R I . vl o N P Do
Steam Meat .. .. ... ...

Kilowatt-hours sold (in thousands):

Residentia; |
Commerciai
Industrnial . .

Total general business

Total energy sales. ............ .. ... .. ..

Therms sold (in thousands):

Residential .
Commercial
Industoal—<Fim . .

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

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

Railroads and ravlways ... ..................
Other electric utihies ......................

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

346
21.7

378
214

166.558
19,957
1,401
249

188,165
1
13

188,179

61,858
7,383
282

18

69.541
9.596
—273

.. 267.589

2,141,425
1.165.787
1.532,762
_32a3

4,673.105

1.612
3.048.002

7.922.710

80,467
59,506
111,310
72.246

323619

Note (1) Seqregation of commercial and ndusteal made on ihe basis
of utihzation of encirgy and not on sixe of the ACCQUNt.

12

377
238

41.7
216

162,328
19,555
1425

— 250
183,558

1

SRS -

183,57

58,968
6.827
279
20
66,094
9,235
280

259,180

2,056,186
1,143,976
1.514,416
- .82,107
4,746,685

4127
6.802.953

81,632
58,366
108.087
81,538

329.623

1972

422
271

. 430
213

157,205
19,250
1,306

~ 8
e

178,025
1
DR, |
178,037

55,540
€,250
255
S
62,075

8,739
289

248140

1,964,783
1,131,923
1,475,648

32,116

4,604,470

4,276
1,793,113

6.401,859

83,934
57.989
110,075
85,143

RIARLL

1.813,620
1,076,264
1,422,540

31,419

4,343,933
6.252
1445071

5.795.256
_

77875
57,242
108,171
_78812

222,100



146,616
19,078
1,278
360

167,332
1

11

167 344

47.550
5.596
232
—
53,402
8.046

313 -

; 229,105

i 1,665 681
: 899027
1377039
33.610
4,075,357
9,077
1.503 096

588753

68 652
44 145
105,883
81010

300 €20

142,826
18 ¢35
1212
N}
163 314
1

e

————

163.324

45016
5285
221

26
48528
7.808
—315

219695

1.868.313
$38.375
1321129

e’

e e

3.851.563
7.052
1,476 961

8437 826

64,624
41,620
102 564

8D

BAE B,
b L S

139,881
18,854
1,191
374

————

160,300
1

10

160,311

38.766
4,843
205

136,337
18,749
1,146
—50
156,582

1
11

——

156,594

34,900
4.350
191
—fZ
39.478
7.021

317

203410
— el

1.356.815

785,492
1,226,380
31248
3.399 033

24.9¢3

6 201,741

134,023
18,627
1,206

379

154,241

1

11

154,253

31,734
3,961
1€9

27
35,801
6812

322

197.278

1.321.693
725.650
1,244,803
30,886
3.323,022
28,289
1,091 851
4443172

—_—Tm

43.730
27,261
12,540
L9315

62847

132,07
18,406
1172

3N
L

152,040
1
15

152,056

28,656
3,638
144

29

32,467

6,547

317

291387

1,285,709
669,572
1,166,192
28,577
3,150,052
28,508

1,006,“1
4,185,080

40,461
24 415
11,085

_81.482
157, 423

130,509
18,348
1,165
— 332
150,355
1

14

150,370

25,934
3.345
141

28

29,451
5,247
—324
185,392

1,267,521
626.018
1,134,205

27,030
3,054,865

25,568
1,035,560

o
4!115.-5__.:

38.205
23,360
9.454
~832a7
184,406




b

Load and Fosource Deat

NGt Syptem b g R | T
BOURL Ir 1D LG %)
Enotgy sacs (frum  aing dala” SeC )
Sares oulsgs sstem
Eneryy loss:s

Net system regquirements |

Net Systom Roesources (milowait-
hours in thousands)
Therma! gencraton |
Hydro generation
Purchased power
Ne! interchange . !
Power generated and recetved . . .
Net delivenes ouvts:de system

Net system resources

Net System Peak Loads and Availlable
Resources (hiowatts):

Plant capability
Long-term purchase contracts . ..
Tota! system capability

Other purchase (szles) arrangements
Available resources-niet (excl. non-firm

Net system peak demand
Annual load factor (per cent)

Net System Resources Expense
(thousands of doliars)

Generation expense
Receipts

Purchases

Net interchange

Total receipts
Other production expenses .

Total production expense
Net deliwenies outside system

Net system rescurces expense

{ ) Red tiguee

a-Electric

6.602 953
(1,797.924)
551,717

€4016592
(1.230,132)
£84.105

ol

. 653.7¢3
3,794,954 3,014,347
3,056 240 3,175,792

91,022 396,627

8,531,859 7,355,040
2611242 1.798.294
6720717 5556748

768,274

£50.500
..261,000
1,111,500
..55,000

614,400
321,000
1,135,400

(28,000

1,166,500 1,107,400

1.065.000 1,062,000
61.3 9.7

$ 7.74 $ 6.204

9.605 8,939
. BY e 39)
9655
270
17,699
118,433

(§__73%

15,298
{11,859)
$ 3.400

| —————— 3

§ 455,822

3.739,825
3403148
J118,36¢)
7.024,583

1388751

812.000
321,000

1,133,000

(58,000

3,510,838
2850 352
L
6.581,37¢
1247 5%

1,120,700
(8.000:

1.075,000

1.076.000
571.7

$ 2,315

7.258
1652
7.410
184
@902
__(4.457)
§ 5452

1,112,700
934,000
62.6




5,587,530
(1,282 644)
_5€3.549

4£72,4%5

el S

3.435 €662
2,605,757
_126.548
6,165 967
1,203,532
4,872,435

811,000
319,000

1,130,000
(149,000)

961,000

865000
643

$ 1,963

6.713
()

6.7C4
o 188
8.825
_(a.268"
54,560

§ 437026
(v 272.7110)
497,018
4 £27) 234
ST RIS

3 544,657
2476024

£21.200

253 000

1.074.800
_(125.000)

49.8600

635000
640

$ 1,990

" 6501
25

6.526
..

8.665
~.(3.884)

§ 478

5.413,020
(1518.279)
579684

4474455

TS

3,801,502
2.376.659
£116.250)
6.063.811

1,568,356

829,400
251,000

1,080,400
{125,000)

955,400

917.000
5556

$ 1,853

6,169
i |

6.246
156
8255
_14.226)
§ 4029

€.201.741
(2595713)
539571

4342593

3,454 946
2,471,029
846480
€.772.455
2.623 836
4122599

828200
312.000

1,141,200
(215,000}

626,200

750,000
63.1

$ 2,094

6,745
(16)
6.729
141
8,964
_{6.175)
2408

4443172 4185089 4,115,953
(922,255) (831.793) (861,845)
_ 494928 422,632 419,239
4015714 3775928 3673447
3,631,753 3,172,169 3,158,000
2.153.506 1,430,524 1,507,807
(795.411) 94,220 (58.510)
4,989 848 4,696,973 4,607,297
974,124 921,045 933 850
4015714 3775028 3673447
830,100 826.900 808,100
315,300 312,600 313,100
1,145,400 1,139,500 1,121,200
(230000)  _(160,000) _(125,000)
915,400 979,500 996,200
684,000 672,000 764,000
67.0 641 54.7

$ 1,953 $ 1,864 $ 1,654
5.945 5389 3,889
(113) 77 77
5.832 5,466 3,966
125 137 150
7.920 7.467 5,770
{3291 {2.258) {2,269
24808 J.5.208 LaB208




R hacon i o e,

Pioed Erpon:riess (Grons) (i thousands):

Llecing
Produ-tun
Al ott.ur
Tota! electng . ..., e A oty VR
Gas .......... PR s RO e e e

Miscellancous Data (End of Year):
Employes:
Payroll and Benelits (in thousands):
Charged to cperations .................
IR 355 25 L 2hv s b i v o s vk a g i

Years of Service:

Lessthan 10years .........ocovvinennnn
e T R e A e
20 years Of MOT@.......iv vt vrvurranns

Sharehiolders:

110208hares...........covosvmenvnss
R T R e M

Plant statistics—end o' year (Kw):

Nameplate 1ating . . ... ...oninnnnens .
L T S TR T R

SINCes W s 1o, st e of Con' rala based on des 1ned
MRINEBOm At Ny VOO QT AW To date plant bas /ot
ACI e s vl bty

16

§$ 7870
14 £41
22 71

3,479
8e9

- §27.1190

$10.567
$16.6¢5

1.997
7.578

10.374

85: 730
1,061,800

$ 7,150
14,597
21,747

2,307

934

:-:.52‘988

$10.515
$15729

507
258

4,504
6,531
14,640
4310
867

1,988
7.539

9,941

854,730
1,063.000*

$ 7.028
~11.955
18,983
3753
678

Se3.414

$10.200
$14,856

272
2
1,100

4,555
6.5M
14,168
3,969
828

30.111
=t

1,985
7.356
9,710

626.530
820,200

636,530
831,000



v

$12.315
A
19.927

4033
450

$ 9017
$12 628

451
313
326

1,090
scmmbere

4,792
6,831
13,654
3.651
753

29 681
S

1.953
7.046

8 886

636 530
631.000

'h“(’

§ 8536
$12.CE3

453
340
]
1084

=

4783
6.793
12.736
3697

-

——— e

28 77

1047
7.016

8618

i

$ 2093
__E220
£313

4,522
44

$13 299
e Ss - =

$ 7.853
$11.215

1,945
6.934

6,360

636.530
831000

§
- 521
5€%6
4197
298

—

10,101

$ 7,563
$10.454

1.835
6 £66
7.624

636.630
831,000

$ 523
5349
5842
5433
— 12

$11,898

$ 7.254
$ 9.902

365
465
— 246

1,076

5,041
£.500
10,790
3,063
740

28,134

1,934
6.798

.6.844

636.530
831.000

2975

s 42t
1243
7.65%
3.427
644

$11 7‘2

$ 7132
$ 9,766

425
412
245

1,083

4922
6,355
10,248
2,906
732

25.163
e

1.924
6.744

5794

6306.530
831,000

oes

$ 402
anr -
45149
2675

914

Seacs

$ 7,055
$ 5,405

143
392
237

1,072

4,689
6,157
9,853
2,894

740

24,333
sSs===T

1,837
6,645
5215

636.530
831,000

G
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Income Statement ltems (000)

**System capability, kilowatts . . . .
**Peak load, kilowatts

SUMMARY CF O

Balance Sheet Items (000)
Total utility plant
Monutility property
Tota! plant and property BN b L
Less reserves for depieciation and depletion
Net plant and property

Capitalization Ratios
Total common equity
Preferred stock

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

Total operating revenues .. ..
Electric revenues
Natural gas revenues
Other revenues

Operation expense
Maintenance expense
Depreciation and depletion
Taxes (including deferred taxes)
Nonoperating income (net). . :
Allowance for funds used during construction .
Interest charges.
Preferred dividends 25 et §
Income available for common stock

Earnings per share of common stock
Dividends per share of common stock
Average shares outstanding (000)
Dividend payout .

Times fixed charges earned X4 » I3 s
Times fixed charges and preferred dividends earned
*Operating ratio e
Operation expense as percent of revenue
Maintenance expense as percent of revenue
Taxes as percent of revenue
Average number of employees . |

........

Customers and Use

Electric customers
Natural gas customers

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

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

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

Residential electric service
Average number of customers. .
Kwh use per customer
Average revenue per kwh

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

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

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

5.4 i i )
PERATIONS, 1974-1870
THE MONTANA POVWER COMPANY AND SUBSIDIARIES
L1974 1973 1972 197
fs 541,382  $473323 - $428119  $ 40529
54,252 30,021 20,991 16,855
595,643 503, 344 449 110 422,149
130,438 122,995 114,833 107,086
T 465,1% 380,349 334,277 315,063
4317% 46 0% 49 4% 50 7%
45 57 65 ©70
518 483 441 423
$117,762  $ 108048 § 95647 § 88,227
73,275 69,887 62,452 57,714
43,741 37,426 32,494 29,842
: 746 735 701 671
$ 50,586 $ 39320 $ 32268 $ 27,349
T 5,085 4,796 4,120 3,306
f 8,165 7,612 7,162 6,927
¢ 22010 26,176 25,016 25,411
L 2,417 1,275 1,019 1,256
3,830 1,193 506 212
14,187 9,793 7,325 6,743
. 1,209 1,209 1,209 1,209
$ 22765 § 21610 $ 20072 $ 18,750
‘$ 298 s 288 S 267 § 249
/% 180 % 180 $ 1695 $ 168
L 7,633 7509 - 7512 7515
; 620% 62.5% 635% 67.5%
H *24 34 39 40
22 3.0 34 34
| 65.1% 59 6% 57.8% 55 2%
: 430% 36.4% 33.7% 310%
43% 44% 43% 3.7%
; 18.7% 24.2% 26.2% 28.8%
Fooasn 1,400 1,323 1,287
!
; e |
1 195,279 189,843 1€4,502 179,204
99,059 96,429 93,527 90,296
{ 1,025,325 1,092,272 1,089,700 1,086,900
j 872,000 897,000 913,000 878,000
| 165,560 160,758 156,157 151,334
, 6,303 6,324 6,307 6,032
! 2 46¢ 2.45¢ 2.25¢ 2.24¢
g : - > e - -l

NOTE Balance sheet and income statement items based on accounts requited by Public Service Commiussion of Montana

*Opcration, mamtenance depreciation and depletion ¢ wpense and taves other than income taxes as percentage of Aopoulmg revenues

**Svstem capability and pe ik loads revised to include power received from Bonnesille Power Admuinstration and U S Bureaw of
Reclamation and delivered 1o their customers in Company’s setvice area, tystem capabibity mncludes power purchased under tirm

contracty

n

1970

$ 356,431
15,399
401,830
99,727
302,103

50.3%
73
424

$ 86,675
56,539
29,577

619

§$ 25054
3,408
6,959

25,403
645

93

6,945
1,209

$ 18,43

245
168
7,512
68 6%
39
33
533%
289%
39%
29.3%
1,280

w

174,026
87,400

1,016,600
822,000

147,325
5772
2.206¢

Mwwm~ B e e o .




.. ot Management’s Discussion and Analysis
of the Consolidated Statement of Income

1974 operating revenues increased $9 713,000, due
principally to increased sales of electne power to other
wtilities, which were up $2 016,000, and higher gas rates
granted to offset the increased cost of purchased gas
and ioyalty expense, which went up $6,826,000 (see
Note 6 to the Conschidated Financial Statements) Rev-
enues were adversely affected by weather conditions
and some effect of energy conservation by our cus-
tomers.

Operation expense increased $11,268,000 Principa!
factors were the cost of purchased power, which rose
$1,337,000, gas exploration and development, which
was up $1,050,000, and purchased gas and production
royalty expense, which increased $7,7 14,000

Nonoperating income, net, increased $1,142,000,
due principally to income from coal operations of West-
ern Energy Company and other non-utility operations,
and the temporary investment of unexpended pollution
control bond tunds

Income tax expense decreased $4 458,000 as in-
creases in operating revenues were offset by increased
expenses, interest charges and other tax deductions, re-
sulting in a lower taxable income (see Note 1to the Con-
solidated Financial Statements). Allowance for funds
used during construction, a nontaxable component of
other income, increased $2 637,000 as a result of greater
construction expenditures Interest on long-term debt
increased £2,951,000 due to the sale of additional bonds
in 1974, and other interast expense was up $1,443,000
due to increased short-term borrowing and higher in-
terest rates

For the year 1973, operating revenues increased
$12,401,000 over the previous year, principally due to

electric and gas rate increases granted in October, 1972,
and amounting to approximately $9,600000, and in-
creases in natural gas rates of $1,387 000 granted n
July, 1973, to offset higher costs of purchased Canadi n
gas. Operation expense in 1973 increased 57,052,007,
primarily because of higher costs of thermal generation
and purchased power amounting to $2,397 000, a

$927,000 increase in gas exploration and development

expense, and a $2,111,000 increase in the cost of pur-
chased gas. Maintenance expense was up $647 000, of
which $274,000 was attributable to electric generation
and $234,000 to distributjon systems.

Income tax expense in 1373 increased $4,599,000
and the provision for deferred income taxes decreased
$5,4€5,000 because of the 1972 payment of back rentals
for the use of Indian lands at the Kerr hydroelectric pro-
ject (see Note 1 to the Consolidated Financial State-
ments) Other taxes increased $1,623,000, principally
because of a $466,000 increase in ad valorem taxes and
a $790,000 increase in the Montana corporation license
tax related to the Kerr payment. Allowance for funds
used during construction increased $687 000 as a result
of construction activities, and interest on long-term debt
increased $2,364,000 due to the sale of securities in
1973.

Other Years: The operating revenue increase of
$7,420,000 experienced in 1972 was due principally to
increased electric and gas rates granted in October,
1972, amounting to approximately $1,800,000; system
growth; weather conditions and the resumption of nor-
mal operations by a major 1 Justrial customer following
a 1971 work stoppage in the copper industry which ad-
versely affected revenues in that year.

Market and Dividend Information on Voting Securities

The range of prices of the Company's common
stock on the New York Stock Exchange for the last two
years, and the dividends paid, have been as follows

Dividend

1973 High Low _per Share

st quarter $36 $32-3/4 $0.43-1/2
2nd quarter 344172 32-1/4 045
3rd quarter 34178 28 045
4th quarter 34-3/4 29-3/4 045

Dividend

1974 Migh Low __per Share
st quarier $3458 $29-1/8 $0 45
2nd quarter 30-3/4 20 1/4 045
3ed quarter 23-1/4 20-5/8 0 45
4th quarter 24-3/4 20-5/8 045

I T T e o S T W OV T MRS TR T T i e e

Shares of the Company’s two series of preferred
stock are traded over-the-counter. The range of bid
prices (no asking prices quoted except “offer wanted”)
and quarterly dividends have been as follows:

$6 Preferred: Quarterly dividend, $150 per share
Bid prices: 1973, 1st quarter, $79; 2nd quarter, $79-80,
3rd quarter, $75-78; 4th quarter, $76 1974, 1st quarter,
$76, 2nd quarter, $69-76; 3rd quarter, $62-69, 4th
quarter, $61-62.

$4.20 Preferred: Quarterly dividend, $105 per
share. Bid prices, 1973, st quarter, $51, 2nd quarter,
$51; 3rd quarter, $50-51, 4th quarter, $50, 1974 14t
quarter, $50, 2nd quarter, $42-50, 3rd quarter, $39-42,
4th quarter, $38-39

3
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CONSOLIDATED STATEMENT OF INCOME

THE MONTANA POWER COMPANY AND SUBSIDIARIES

(Based on accounts prescribed by the Public Service Commission
of Montana and the Federal Power Commission — Note 1)

OPERATING REVENUES.
T e R R
Naturalgas(Note®) ..........ocivnnvasins
R ;£ Ly 6.0 vrvi a5 900 Benht wi o B AR SO E i P 6 I3

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

OPERATING EXPENSES AND TAXES:
Operation
Maintenance (Note 1) .. . . ..
Depreciation and depletion (Note 1) -
U.S and Canadian income taxes (Note 1) . .. ..
Provisions for deferred taxes on income (Note 1)

Accelerated depreciation and amortization

Kerr Project charges LG

Investment tax credit—net . .. ..
Other taxes .

OPERATING INCOML .

OTHER INCOME AND DEDUCTIONS.
Nonoperating income = net.

...........

..........

...........

...........

Allowance for funds used during constructie~ (Note 1)

INCOME BEFORE INTEREST CHARCGES

INTEREST CHARGES.
Interest on long-termdebt . . ... ... ... ...,
CHUBIE WO .. <. ... sininmneihrioisiss

NETINCOME. . ......... '

.........

...........

...........

----------

Net income per share of common stock (based
upon average number of shares outstanding)

after dwvidends of $1,209,534 on preferred stocks . . ’

——

el

Year ended December 31
i 1974 1973
I $ 73,274 444 $ 69,887,058
43,741,176 37,425,729
| 745922 735,599
17 761,542 108,048, 166
50,587,810 39,319,400
5,085,257 4,796,348
8,165,214 7,611,899
7,694,105 12,152,009
1,325,213 1,245,575
(516,361) (516,361)
698,435 600,057
12,807,732 12,694,760
85 847 405 ""77 903 687
31914 137 30, 144 699
H
2,417,069 1,274,749
3,829,905 1,193,302
T 6,246,974 2,468 051
~36,161,111 32 612,750
12,044,770 9,093,979
2,042,462 699,235
14 187 212 9743 214
§ 23971879 $ 22819 536
$298 $288

W — ey

-~ v~

- ————

O A e e

-




CONSCLIDATED STATEMENT OF
CHANGES IN FINANCIAL FOSlTION

THE MONTANA FOWIER COMPANY AND SUBSIDIARIES

(Based on accounts prescribed by the Public Service Commission

of Montana and the Federal Power Commission — Note 1)

SOURCE OF FUNDS
Current operations:
Net income
Items not requiring cunent outlays
Depreciation, depletion and amortization
Provisions for deferred taxes on income
Allowance for funds used during construction

Other — net . ..

Sale of common stock under stock option plan

Sale of common stock in public offenng

Sa.e of long-term debt :

Guaranty of pollution control revenue bond:.
less funds on deposit with trustee .

Short-term barrowing .

Changes in other assets and habnlmes ~ net

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

APPLICATION OF FUNDS
Cross additions to property and plant . .
Allowance for funds used during construction

Retirement of long-term debt ST D LA e Y
Dividends on .ommon and preferred stock ..
Preliminary survey and investigation charges
Capital stock and long-term debt expense
Increase in working capital (excluding debt)

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

INCREASE (DECREASE) IN WORKING CAPITAL
COMPONENTS (EXCLUDING DEBT):
Cash .

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

AECOUMSIRCEINABIE . « . . oo v vt i i s i st s ey s
Materials and supplios. . . .. .. .. i e e
Prepayments and other assets

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

Dividends payable . .. ... .. ... e ENT T A MR

U.S. and Canadian inCome taxes . .. . ... v i i

L e R A ey L

Accounts m\able am‘l other habnlstws e T B TR R
- Pty -'-n. R e e

Vnc onded December 31
1974 1973
$ 23973879 $22,819,536
11,083,770 10.779,069
..2,953,979 3,656,009
(3,829,905) (1,193,302)
302,826 563,620
34,484,519 34,624,992
643,450 106,899
27,450,000 -
89,927,700 24,906,250
4,495,794 1,626,624
3,500,000 10,000,000
(889,714) 560,181
150 611,779 §72024946
$102,699,067 $56,892,184
13,829 905) 171,193.302)
98,869,162 55,698,882
30,297,300 573,329
15,316,650 14,726,619
2,569,563 92,577
1,952,745 210,376
10,606,359 723,163
!159:611 779 $72.024 946
$ 6914628 $ 839,573
4,866,358 240,130
3,166,257 1,242,747
1,321,675 1,489 185
~(551,700) “T(114,644)
771,134,475 T 660,724
=741 —TT036.726)
(6,068,193) (2,567 824)
10 606159 $ 72‘3| 163
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CONSOLIDATID BALANCE SHYET THE MONTANA POWEF COMPANY AND SUBSIDIARITS
(Bascd on accounts prescribed by the Public Service Commission of Montana = Note 1)

ASSETS

PROPIRTY AYD PLANT IN SERVICE AND
UNDER CONSTRUCTION
Utility properties.
Electric
Naturalgas . ... ..

Water and common utility ., . ...... ...
Construction work in progress i
Nonutility property (includes $18,793, 934 and

$4,241,791 construction work in progress)

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

...........

Less — Accumulated depreciation and depletion . .. ... ...

MISCELLANEOUS INVESTMENTS (at cost) . . . .

CURRENT ASSETS:
Cash (Note 4) .

Accounts vecewable less allowance for doubtful accounts
Materials and supplies (principally at average cost). . . .. ..

Prepayments and other assets . .

DEFERRED CHARCGES
Prehminary survey a1 ! investigation charges
Unamortized debt +» vnse ) S
Extraotdinary pte

........

rty loss (Note 1) .................. }
Headwater ber charges(Note1) . . ............c.c0... i
Kerr Project wes(Note ) ............. i
Deferred t ttributable to Kerr Project charges . . . .. .. '

...........

’ LIABILITIES

CAPITALIZATION
Shareholders’ investment
Capital stock (Note 2):
Preferred .
2T S N e
Capital stock expense (NOtR R .. il
Capital surplus

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

...........

...........

Earnings retained for use in the business (Notes 1and 3) .

Treasury stock — commnn (at cost) (Note 2)

...........

Accumulated income tax reductions resulting from

accelerated depreciation and amortizauiun (Note 1)

Long-termdebt(Note 3) . . . .......... ...
CURRENT LIABILITIES:
Notes payable to banks (Note 4).
Long-term debt — portion due within one year
Dividends payable

Other taxes

DEFERRED CREDITS
Customer advances for construction .
Investment tax credit (Note 1)

RESERVES FOR INJURIES, DAMAGES,
EMPLOYHES PROVIDINT AND OTHER

CONTRIBUTIONS BY CUSTOMIRS FOR
CONSTRUCTION OF PROPERTY (Note 1)

U.S and Canadian mcomi u'xe.s ..........

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

.........

...........

...........

..........

...........

...........

-----------

-----------

A

om ey e

——

o

. s

. ~.  December3i
1974 1973
'$312,448,099 $294,959,05 8
134,346,922 128,299,5
17,897,108 17,122,b37
76,690,086 32,942,209
54,251,483 30,021,182
595,633,698 503,344,602
130438390 122995212
465,195,299 380,345,390
2,713,211 2,476,114
15,365,000 8,450,372
17,570,630 12,704,272
7,146,653 3,980,396
4,191,374 2,669,699
44,273,657 28,004,739
3,557,182 987,619
879,066 370,080
398,744 471,243
190,409 380,818
6,763,447 7,655,330
(3,915,737) (4,432,098)
7,873,111 5,432,992
$ 21,983,500 $ 21,983,500
141,493,045 113,399,595
(1,882,006) (479,334)
16,205,181 16,205,181
40,118,368 31,461,139
217,918,088 182,570,081
—(271,412) 271,412)
217,646,676 182,298,669
15,285,142 13,624,240
216,876,619 152,939,191
449,808,437 348,862,100
34,000,000 30,500,000
110,000
4,238,694 3,686,994
2,300,789 3,435,264
5,482,800 5,305,659
16,320,674 10,252 681
- 62,453,157 53 180 598
2,221,528 2,114,613
4,577,787 4,090,447
6,799,315 6,205, 060
994,369 938,717
(
| §520,055 378 ER 2 15
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 CONSOLIDATID BALANCE SHETT THE MONTANA POWER COMPANY AND SUESIDIARILS

" (Based on accounts presenbed by the Federsl Power Commission — Hote 1)
ASSETS December 31
2! PROPERTY AND PLANT IN SERVICE AND e -
UNDER CONSTRUC TION j 1974 1973
Utihity properties: ’
L T e R R il S e PR y S ! $290,634,795 $273,134.779
T RS R e L B TP RN WO 134,346,922 128,299,516
Water and common utility .. ... ... .......... .1 17,897,108 17,122,637
CONSLIUCHion work in PrOGIess ... ... ... .ov.v'enss ' 76,690,086 32,942,209
Nonutility property (includes $18,793,934 and I
$4,241,791 construction work in progress) .. .. ........ 1 54,426,747 30,197 421
3 } 7573,995,658 481,706,562
Less — Accumulated depreciation and depletion . .. .. .... " 130,416,148 122 972 961
i 443,579,570 | 358,732, 601
MISCELLANEOUS INVESTMENTS (at cost) . ... ..o vovnns } 2,713,211 2,476,114
CURRENT ASSETS:
ERNOUIERD . .o 5iinisenhodsssassssanisaisnse i 15,365,000 8,450,372
Accounts receivable, less allowance for doubtful accounts 17,570,630 12,704,272
Materials and supplies (principally at average cost). . | 7,146 €53 3,980,396
Prepayments and otherassets. . .. .............cvuu.n. | 4,191374 2 869,699
i 44,273,657 28,004,739
DEFERRED CHARCES il
Freliminary survey and investigation charges. . .. ....... ‘ 3,557,182 987,619
Unamortized debtexpense . . ... .........cc.c0ivuunnee ; 879,066 370,080
Extraordinary property loss (Note 1) .. . .............. ' 398,744 471,243
Headwater benefit charges(Note 1). . . ...........c.u.. ] 190,409 380,818
Kerr Project charges(Note 1) .. ... ... ......t0'iv.s : 6,763,447 7,635,330
Deferred taxes attributable to Kerr Pro;ect charges ....... : __(3915737) (4 432,098)
1 7673111 5432992
y $498,439 489 5304 647 446

LIABILITIES

CAPITALIZATION
Shareholders’ investment:
Capital stock (Note 2)
Preferred
Common

o~ .

i

Distount and expense on capital stock (Note2). .. .. ... :
Earnings retained for use in the business (Notes 1and 3) .

Treasury stock —common (at cost) (Neote 2)
Long-termdebt(Note3) . .. ......... ....

CURRENT LIABILITIES:
Notes payable to banks (Note 4) . s
Long-term debt — portion due w nhm one yeaf
Dividendspayable ... .. ................

U.S. and Canadian income taxes. ..........
CRBPPRRERS . . . . oo v vvov st vns manenvihies

DEFERRED CREDITS:
Customer advances for construction .. ... ..
Investment tax credit (Note 1) .. ..........

RESERVES FOR INJURIES, DAMACGES,
EMPLOYEES PROVIDENT AND OTHER. .. ..

CONTRIBUTIONS BY CUSTOMERS FOR
CONSTRUCTION OF PROPERTY (Note 1) . ..

ACCUMULATED INCOME TAX REDUCTIONS
RESULTING FROMACCELERATED

...........

...........

...........

...........

...........

...........

-----------

DEPRECIATION AND AMORTIZATION (Note 1) ... .. i

e

e

$ 21,983,500

141,493,045
(2,382,006)
35,207,760

196,302,299

(271,412)

196,030,887

216,876,619

412,907,506

34,000,000
110,000
4,238,694
2,300,789
5,482,800

16,320,874

62,455,157

2,221,528
4,577,787

—_——

6,799,315
994,369

15,285,142

$ 21,983,500
113,399,595
(979,334)
26,550,531

———————

160,954,292

(271,412)
160,682,880

152939, 191
313,622,071

30,500,000

3,686,994
3,435,264
5,305,659
10,252,681
53,180,598

2,114,613
4 090,447
6,205,060

938,717

7,076,760

13 624,240
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CONSOLIDATED STATEMENT OF EARNINGS

RETAINED

rOR USE IN THE BUSINESS

THE MONTARA POWIER COMPANY AND SUBSIDIARIES

(Based on accounts prescribed by
the Public Service Commission of Montana — Note 1)

Balance at beginning of year.
Add - net income

Deduct:
Dividends (cash)
Preferred stock — $6 00 series
- $4 20 series
Common stock — $1.80 per share
Transfer to common stock (Note 2)

Balance at end of year (Notes 1and 3)

Year ended December 31
B Y S,
1 1974 1973
$31,461,139 $43,368,222
- 23973879 22,.819.536
25,435,018 66,187 758
957,534 957,534
252,000 252,000
14,107,116 13,517,085
20 000,000
15,316,650 34,726,619

" $40 118 368

. —— g ——

CONSOLIDATED STATEMENT OF EARNINGS
RETAINED FOR USE IN THE BUSINESS

THE MONTANA POWER COMPANY AND SUBSIDIARIES

(Based on accounts prescribed by
the Federal Power Commission — Note 1)

Balance at beginning of year,
Add — net income

Deduct
Dividends (cash)
Preferred stock — $6 00 series
— $4 20 sernies

Common stock = $1.80 per share

Transfer to common stock (Note 2)

Balance at end of year (Notes 1and 3) ..

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

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

$31461 133

Year ended December 31
il — s —-—
1974 1973

$26,550,531 $38,457,614
23,973 879 22 819,536
50524410 . 61,277,150
957,534 957,534
252,000 252,000
14,107,116 13,517,085

15,316,650

——h 4

$35 207 760
———— e e

ey -

20,000,000
34720619
—— e e

$26 550 541
— — e




NOTE Y ~ Summary of Significant
* Accounting Policies:
The Company's accounting policies conform to gen-

erally accepted accounting principles as applicd wn the
. case of regulared public utilitios and are in accordance
with the accounting requirements and rate-making
practices of the regulatory authoritie  having junisdic-
tion.

Principles of Consolidation:

The consolidated financial statements irclude the
accounts of all wholly owned subsidiaries. The net as
sets of the subsidiaries as shown by their books at De-
cember 31, 1974 exceeded the Company’'s cost of invest-
ment by 37,832,073 representing undistributed net in-
come of the subsidiaries since acquisition which is in-
cluded in consolidated earnings retained for use in the
business. The current assets and liabilities of the sub-
sidiaries operating in Canada are expressed in United
States dollars at the year-end rate of exchanr ', other
assets and liabilities are expressed at rates prevailing at
the time of the transactions Revenue and expense
amounts for each month are translated at the average
‘rate of exchange n effect during the month The ex-
change adjustments from translation of Canadian cur-
rency are not material in 1974, 1973 or in the aggregate
and are included in other reserves

Financial Statement Presentation:

The Compeny maintains accounts to conform to
the accounting requirements of both the Public Service
Commission of Montana (PSC) and the Federal Power
Commission (FPC) for purposes of complying with the
Montana statutes which give the PSC broad regulatory
jurisdiction over the affairs of the Company and for pur-
poses of complying with tederal laws which give the FPC
jurisdiction over licensed projects and the transmission
and sale of power in interstate commerce.

Financial statements are presented in this report
based on the accounting requirements of both Commis.-
sions. Because of the extensive jurisdiction which the
PSC has over the Company’s affaurs, including rates, ser-
vices, securities issues and creation of liens, it is the
opinion of the Company that the financial statements
based on the requirements of Montana law and of the
PSC represent the proper presentation of the financial
position and the results of operations of the Company.
(Approximately 95% ot the Company's revenues are de-
tived from intrastate services at rates fixed by the PSC )
However, the FPC has the right to prescribe books of
accounts to be maintained for its purposes and in view
of the 1964 decision of the U S Court of Appeals tor the
Fourth Circuit in the case of Aprearlachian Power Com-
pany v the Federal Power Comnission which held that,
in that case, the FPC accounts were basic accounts and
must be presented in reports to stockholders, financial
statements based on the requiements of that Commis-
sion are also presented

It will be noted that the differences between the
two presentations relate primanly to Utility Properties,
Capital Surplus, and Earmings Retamed for Use i the

¢ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Business These differences exist because of divergent
findings of the two Commussions, in their respective
property reclassification orders in 1945, &5 10 corporate
cost and “original cost’” of certain properties, and as to
disposition of amounts classified as Flectric Plant Ac-
qQuisition Adjustments Since 1959, there has been no
difierence affecting the income statement

Pursuant to an order from the PSC, accumulated in.
come tax reductions resulting from accelerated depre-
ciation and amaortization on utility property are record. d
as Earnings Retained for Use in the Business — Restrict.
ed, but in the accompanying balance sheets, these tax
reductions have been reclassified.

-

Depreciation and Depletion:

Provisions for depreciation and depletion are ro-
corded at amounts substantially equivalent to calcula-
tions made on straight line and unit of production
methods by application of various rates based on use-
ful hives of properties determined from studies and conm.
putations made by competent engineers During the
years ended December 31, 1974 and 1973, the provisions
for depreciation and depletion approximated 2% of the
depreciable and depletable property at the beginning
of the year

Maintenance and repairs of property and replace-
ments and renewals of items determined to be less than
units of property are charged to operating expenses
The cost of units of property retired or othenwise dis-
posed of, adjusted for removal costs and salvage, 1s
charged to the accumulated provisions for deprecration
and depletion, and the cost of related replacements
and renewals is added to utility plant. Gain or loss s
recognized upon the sale or other disposition of land or
utility plant constituting an operating unit or system

Allowance for funds Used

During Construction: ‘

As provided by the applicable regulatory systoms of
accounts, the Company capitalizes into plant in service
a fixed percent on the cost of utility construction pro-
jects that exceed minimum requirements both as to dol-
lar expenditures and duration of the period of construc-
tion. An amount equal to the amount capitalized s
shown on the Consolidated Statement of Income as
“Allowance for Funds Used During Construction,” as an
item of Other Income The allowance was computed at
the rate of 7% for the years 1974 and 1973 and ‘cqualed
16% and 5% of Net Income for the years 1974 and 1973,
respectively

Assuming that funds used to finance constructio,
during 1974 and 1973 were provided in the same propor-
tion as the Company's average capitalization ratios and
using the Company’'s average actual cost of debt during
the five years ended December 31 1974, the common
equity component ot the allowance for funds used dur-
mng construction expressed as percentages of earmings
for common stock was 999 and 317% for 1974 and
1973, respectively The amount of the allowance varies
from year to year with the Company's construction pro-
gram.
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Exploration and Development Caosts:

: The Company and s subsidianies account for ex-
ploration and development costs incurred on or related
to hydrocarbon leases un the individual property unit

. basis. This results in capitalization of costs related to
_the acquisition of leases and producing properties and
the amortization of these costs over their productive
lives. Nonproductive eaploration and dnitling costs are

charged to expense currently

Capitalization of Pollution
Control Facilities:

The Company, pursuant to an agreement dated

June 1, 1973, has unconditionally guaranteed the pay-
ment of principal and interest on $20,000,000 County of
Rosebud, Montana 5% % Pollution Control Revenue
Bonds due June 1, 2003 The Company is capitahizing
the cost of purchasing, acquiring, constructing and in-
stalling the equipment heing acauired with the proceeds
of these bonds and will depreciate the equipment over
its useful life. Interest payments on the debt are charged
to expense currently Unexpended proceeds of the bond
issue on deposit with the Trustee are temporarily in-
vested and the earnings are included in Other Income.

Contributions in Aid of Construction:

Effective January 1, 1974, the FPC has ordered that
contributions by customers for construction of property
will be accounted for as a reduction in the original cost
of the utility property rather than accumulating these
contributions in a separate account and presenting this
amount on the Liability side of the balance sheet

At December 31, 1973 the accumulated customer
contributions amounted to $7,076,760 Effective Jan-
vary 1, 1974 this amcunt has been transferred to the
utility properties section of the balance sheet To the
extent these historical amounts are associated with
utility property and plant currently in service, the orngin-
al cost has been recduced, the remaining amounts have
been transferred to accumulated provisions tor depre-
ciation and depletion This change affects the presenta-
tion of financial statements but will have no eftect on
the Company’s earnings as this amount has consistently
been excludea trom plant investment for rate-making
purposes.

Costs Deferred to Future

Operating Periods:

During 1970 management concluded that use of
the Madisor natural pas storage field be discontinued
and the facilities abandoned This extraordinary prop-
erty loss atter applicable taves s being charged to in-
come over a period of ten years commencing July 1,
1970 as authorized by the PSC

On January 15, 1971, the FPC issued an order ap-

+ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

proving a settlement agreement determinine pavmente
due the United States for headwater beneiite nrovidod
by its Canyon ferry hydroelectric project for the petioed
1953 through 1970 The settiement exceeded amounts
accrued by the Company through 1970 and the ner -
ditional expense after applicable taxes is beins charped
to income over a period of five years commen: Ing Jans
uary 1, 1971 as authorized by the FPC and the I'SC

'In 1972 pursuant to an FPC order, the Company paid
additional annual charges for use of Indian Lands at the
Kerr Project for the period 1959 through 1971 The Com-
pany received authorization from the PSC :nd FPC to
amortize to electric operating expense over ten yvears
the amount of the additional charges and interest not
previously charged against income or recoverzble from
downstream beneficiaries. This results in an annual
charge of $376,000 after reduction for income taxes

Interest Charged to Nonutility Property:
Interest on borrowed funds expended principally

- for the construction or acquisition of certain nonutility

mining properties not in service is being capitalized in
nonutility property. The amount of interest capitalized
was 71,700,000 in 1974 and $189,000 in 1973, the first
year in which interest was incurred on funds borrowed
for construction or acquisition of such properties

Income Tax Expense:

Income tax depreciation of property acquired after
1970 is based on IRS Class Life Asset Depreciation Repu-
lations utilizing accelerated methods and depreciation
of property acquired prior to 1971is based on IRS Guide-
line Class Lives utilizing accelerated methods for elec-
tric utility property only In accordance with the ac-
counting requirements of regulatory authorities. ine
Company provides deferred income taxes on the dif-
ference between actual income tax depreciation and
straight line depreciation using IRS Guideline Class Lives
and also provides deferred income taxes on the ditfor-
ence between income tax depreciation and financial
accounting depreciation for principal nonutility proper-
ties.

As more fully described above, during 1972 the
Company deducted for income tax purposes the ad-
ditional annual charges and interest paid for use of In-
dian lands at the Kerr Mydroelectric Project for the
period May 20, 1959 through December 31,1971; and in
1973 began capitalizing interest on borrowed funds
expended principally for the construction or acquisition
of nonutility mining property not in service. The timinyg
ditference resulting from defertal of these costs to
future operating penods for financial accounting pur-
poses as well as other uming ditterences in prncipal
nonutility operations have been normalized

The remaining differences, sone of which are per-
manent in nature between depreciation and depletion

e ——————
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+ NOTIS TC COMNSOLIDATED FINANCIAL STATEMEN TS

used in determining toxable income and net income for
© financial accounting purpases primarily due to diffor-
« ences betwoeen RS Guideline Class |ives and financis!
accounting lives. togetrer with other difterences be-
tween taxable mcome and financial accounting income,
are accounted for as net current reductions in inceme
tax provisions -

The reduction in current federal income tax result-
ing from the investment tax credit on utility properties
is being taken into income based on the various hves
of the assets givirg rise to the credit In 1974 the Com-
pany adopted the flow-through method of accounting
for the investment tax credit on s principal nonutdity
properties which has not been significant to date

U.S. and Canadian income taxes charged to costs
and expenses are as follows.

Year ended
Decenber 31
1974 1973
(Thousands of
; doliars)
Current. .. ...............° $ 7,355 $12,345
Deferred
Accelerated depreciation and
‘amortization | . 1,661 1,349
Kerr Project charges . . (449) (449)
Interest charged to nonutihity
PROPeRY . .. .. ..oiinriins 831 9N
Investment tax credit —net . . 631 656
Miscellaneous items 348 76
$10,377  $14.068

Actual income tax expense s reconciled to “expected”
income tax expense, which is computed by applying the
U.S. income tax rate of 48% to income before tax, as
follows: - » ’

e ' Year ended
December 31
1974 1973
(Thousands of
. dollars)
Actual income tax expense $10,37/  $14,068
Adjustments for tax effects of-
Excess of utility income tax
“ depreciation utilizing the
straight line method and
guideline class lives over  *
" financial accounting .
* depreciation. .. . 1,689 1,638
Allowance for funds used during
construction. . ., .. .. . 1,838 573
Tax deductions capitalized in
utility plant tor financial
accounting purposes . . . ... 863 612
- Excess of income tax deductions Ty e
. wover inancial accounting
< ancome in Canadian utility . 5
sOperations | ., . AT TR T | 272
sMuiscellaneous tems=net: oo o (- 1050 ... 543
Computed “expected  income
taxexpense & et oY SIRARR - 317 P00

The Company has made no provision for U § o
Canadian income taxes on the cumulative undistriburod
eainings of Canadian subsidiaries, as these earnin s ...
expected 10 remain inve sted for an indefinite period of
time and, in addition, any remittance of these amaoun |
would result in no matenal amounts of sucl tazes by
operation of the relevant statutes currently in effect a1 1
by utilization of available tax credits and deductior:
All other subsidiaries are included in the Comparny's
consolidated U S income tax return

Gain or Loss on Reacquisition

Of Long-term Deb:: .

The difference between the amounts paid upon
reacquisition of long-term debt and the princ inal
amount, adjusted for unamortized discount or prenium
and expenses, is included currently in nonoperating in
come. For the years 1974 and 1973, the gains resulting
from the reacquisition of long-term debt in connection
with sinking fund requirements are not material

NOTE 2 — Capital Stock:
Capital stock consists of the foliowing:
Preferred (cumulative, no par value):
Authorized — 3,000,000 shares
Issued and outstanding

$6 00 series. . . . 159,589 shares § 15,958,900
$4.20 series. . . . . . 60,000 shares 6,024 600

$ 21983 500
b — .+

Common (no par value):
Authorized — 22,000,000 shares
Issued and outstanding, including

9,900 shares held in treasury:

December 31, 1974 —

. - 8,747,356 shares .. .. $141,493 045
December 31, 1973 —
7,521,358 shares . ... ... .. $113,399,595

The preferred stock is redeemable at the option of
the Company on thirty-day notice at $110 per share for
the $6 00 series and $103 per share for the $4 20 sories,
plus accumulated dividends. The hquidation price ot
preferred shares is $100, plus accumulated dividends

On Novembler 26, 1974 the Company sold in a

public offering 1,200,000 shares of common stock at a
price of $22 875 per share aggregating $27,450,000 which
was added to the capital stock account. Underwriting
expense and other costs in connection with the issue
amounting 10 $1,402,672 were charged to capital stock
expense.
. The Board of Directors authorized an increase in
the stated value of common stock of $20,000,000 n
March 1973 by a transfer of that amount from Earnings
Retained for Use in the Business

The Board of Directors, in accordance with the
Company’s common stock option plan, may authorize,
before June 18, 1979, the grant of options to officers and
other key employees to purchase 239,521 additional
shares of the no pat common stock of the Company
Options granted shall be at not less than the closing

- price on the New York Stock Exchange on the date the
options are granted and become evercisable after two
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s NOTES TO CONSOLUIDATID FINANCIAL STATEMENTS

years, provided “here are no unexpired priot option con-
tracts. Optinns must b exercised i the order pranted
and expire five years trom date of grint At December
31, 1974 there were 40,775 shares under option at an
average price of $28 09 per share, all of which were exer-
cisable During 1974 no options were granted, options
on 130,548 shares expired or were forfeited by death
retirement or resignation of the option holder and op-
tions on 25 998 shares were exercised at an average price
of $24.75 agpregating 3643 451 which was added to the
capital stock account

NOTE 3 — Long-term Debt:
Long term debt consists of the following

December 31 December 31
1974 1973
First mortgage bonds
8 /4% series due 1974 s $ 2999 438
2-7/8% seties, duv 1975 319190 799 39,194,359
8 3/4% seties due 1981 29.767 500
3 1/8% senies due 1984 6043 120 6047 740
4:1/2% senies due 1959 15,027 574 15,029 509
7-1/2% senes due 2001 24 08 594 24 801 31
8:5/8% secies, due 2004 60,155,750
Sinking Fund Debentures
VA% due 1979 10,639,725 11,1017
71/ 2%, due 1998 24,913,750 24 910,124
Cuaranty of County of Rosebud,
Montana, 5 3/4% Pollution
Control Revenue Bonds, due
2001 19,867 389 19,862 929
Funds on deposit with
Trustee (13,537 550 {18 033 37¢)

$216.876 619 $152.919 191

The principal amount of long-term debt is shown
adjusted for unamortized debt discount and premium,
which amounted to a net discount of $393.799 and
$320,433 at December 31, 1974 and 1973, respectively
These amounts are being amortized over the period the
related bonds are outstanding

In March 1974 the Company sold $60,000,000
€.5/8% First Mortgage Bonds due 2004 and in November
1974 the Company sold $30,000,000 8-3/4% First
Mortgage Bonds due 1981

The agreement securing the 3-1/4% debentures due
1979 provides that the Company must deliver to the
trustee, for a retirement sinking fund, $540,000 cash or
principal amount of debentures each vear through 1978
At December 31, 1974 and 1973, the Company had ac-
quired $430.000 and $595 000, respectively, principal
amount of 3-1/49% debentures which quality tor future
sinking fund requirements and which, accordingly, have
been applied in the balance sheet as a reduction of this
debt. The agreement secuning the 7-1/2% Sinking Fund
Debentures due in 1998 provides that the Company must

. deliver to the trustee tor a retirement sinking tund a min-
Y

imum of $500 000 cash or principal amount of deben-
tures each year from 1979 through 1997 Sinking tund
requirements under the tust mortgage bonds are beng
met through property additions Other required prineipal
payments on long term debt tor the years 1975 through
1979 are $19 188 000 227 B9 First Mortape Honds on
October 1, 1975 and $9,000.000, V1, 4% Sioking Fund

n -

Debentures on May 1, 1979 which are expected 1o b
refunded with ather long-term obligations

The Company's Mortgage and Deed of Trust 1o
Morgan Cuaranty Trust Company of New Yok doter!
October 1, 1945, as supplemented, imposes a direct
first mortgage hen on all physical propertios owned o1
thereafter acquired, exclusive of subsidiary company
assets and certain property and assets specitically ex
cepted from said hen At December 31, 1974 and 1973,
the undepreciated book value of assets subject to the
hen was $469,078,000 and $401,526,000, respectively
The obligations collateralized are Figst Mortgage Bond's
in the princpal amount of $175,188,000 and
$115,188,000 at December 31, 1974 and 1973, resper-
tively. ¢

Long-term debt agreements impose no materia!
restrictions on the availability of retained earnings at
December 31, 1974 and 1973 for dividends FEarnings
retained for use in the business shown by the PSC finan-
cial statements exceed such retained earnings shown by
the FPC financial statements by $4 910 608 which the
FPC might contend are not available for payment of
dividends (Note 1).

NOTE 4 — Short-term Borrowing:

The Company s currently autnorized by the PSC ta
issue unsecured promiscory notes in aggregate principal
amount not to exceed $120,000,000. Informal borrowing
arrangements with lending commercial banks currently
provide for lines of credit aggregating $90 000 000, of
which $56,000,000 is unused at December 31, 1974 Un
secured promissory notes are issued to lending commer
cial banks for six-month periods, bear interest at the
lender’s prime rate in effect from time to time and may
ordinarily be prepaid without penalty.

The average interest rate on outstanding notes pay-
able was 10% at December 31, 1974 and 1973 The man-
imum amount of notes payable outstanding during 1974
and 1973 was $84,000,000 and $30,500,000, respectively
The appronimate weighted average of notes payable out-
standing was $39 356,000 and $7,336,000 with an aver
age annual interest rate of 11 6% and 9.3% for 1974 and
1973, respectively.

Compensating balances were $12 million and $4
million at December 31, 1974 and 1973, respectively,
and are included in current assets in the Consolidated
Balance Cheet These balances, which include amounts
normally maintained for working capital requirements
are subject to withdrawal but the Company currently
anticipates its balances will approximate ten percent of
the line of credit and ten percent of the borrowing there-
under on a moving average basis or twenty percent of
the line of credit

-

NOTE 5 — Retirement Plans:

The Company maintains trusteed, noncontributory
retitement plans covering employees who attam retire-
ment age, normally age 65, and have completed one
year of service. Durning the year 1973 the market v alue ot
the assets held by the trustees approvmated the ac-
tuanally computed  prior service costs  Accordimgly,
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* costs of the plans for 1971 funded and charged to ex-
spens - relate prncipally to current service and were

$574,361 ~

For the year ended December 31, 1974, cost of the
plans funded and charged to expense was $640 410
which related to current services only. At such date the
market value of the assets held by the trustecs had de
chned to approximately $8 750,000 and the actuanally-
computed liability for services prior to January 1, 1974,
the most recent peniod for which this information s
available, amounted to approximately $16, 300,000

The Company has in the past determined annual
pension expense subject to the review of an independent
firm of consulting actuaries The Company has engaged
that firm to review the plans and recommend changes to
bring them into compliance with the requirements of the
Employee Retirement Income Security Act of 1974 as
to participation, vesting, funding and the appropnate
provisions for pension costs including amortization of
unfunded prior sorvice habilitios. At this time the effect
of the act on annual pension expense and unfunded vest-
ed liability for prior service is not known

NOTE 6 — Contingencies and Commitments:

Operating revenues for 1974 include approximately
$5.5 million pursuant to the Montana Public Service
Commission 1974 rate adjustment order authorizing the
Company to increase natural gas rates to offset the in-
creased costs of purchased gas and royalty expense of
gas produced in Canada and Montana In January 1975
a district court invalidated this Commussion order in
two separate appeals seeking review of the Commis-
sion’s dezision under Montana law. The Montana Su-
preme Court immediately ssued a2 stay of the district
court order which will be in effect pending a tinal Su-
preme Court decision on the appeal of each case being
perfected by the Company The stay order allows the
Company to continue passing on its higher purchased
gas costs and royalty expense to its customers until
final determination of the validity of the Commission’s
order. If the Commission's order i1s invalidated by a final
Supreme Court ruling, the amount collected, pursuant to
this order, may be subject to refund. The Company can-
not predict the outcome of this litigation, however, if
the Commission’s order is not sustained, it would ma-
terially affect the Company's revenue and earnings

In January 1975, the Montana Department of
Natural Resources and Conservation issued its final
environmental impact statement on the proposed jointly
owned steam electric generating plant units 3 and 4 and
associated facihities at Colstnip, Montana and recom-
mended to the Montana Board of Natural Resources
and Conservation that the application for a certificate of
environmental compatibility and public need for the
plant and associated facilities as required under the
Montana Utility Siting Act of 1973 be demied The Board
after holding a hearing will either grant or deny the
apphication as filed or grant it upon such terms, condi-
tions of moditications as the Board may deem appro-

*  NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

priate. The Company’s share of expenditures to date and
estimated cancellation costs approximate 55,000,000

The Company’s hydroelectnic projects are operated
under licenses issued by the FPC which cxpire at variou:
times through 1998 When a license expires, it may bo
reissued to the Company, 1ssued to a new licenses or the
tacility may be taken over by the United States Ineithor
of the last two events the Company would be entitled to
compensation equivalent to its net investment in the
project, not to exceed fair value, plus severance dam-
ages. In determining net investment in the project, the
licenses provide that there may be deducted the amount
contained in an amortization reserve which shall be ac-
cumulated from a portion of the amount earned in ¢x-
cess of a specified reasonable rate of return after twenty
years of operation under the license. The amount of
these amortization reserves, if any, relating to the Com-
pany’s hydroelectric projects cannot be ascertained wiil
accuracy at this time because of various uncertaintios
regarding methods of calculation However, manaye-
ment at this time believes that any such amortization
reserves are not material in relation to the Company’'s
investment in property and plant or to shareholders’
equity.

Rental expense was $3,505,000 and $3,197 000 in-
cluding delay rentals of $1,867,000 and $1,439,000 for
1974 and 1973, respectively Minimum annual rentals
under noncancellabie leases consist of $975 000 hydio-
electric project rentals under terms of licenses issued b,
the FPC above, the largest of which is $950,000 app!-
cable to the Kerr hydroelectric project which license
expires in 1980 (for which the Company intends to apply
for relicensing), and $209,000 transmission line rentals
Minimum transmission line rentals are based on negotia-
ted percentages of physical plant costs and variable
operating costs and do not contain renewal options
The transmission line rental agreements continue to
2015. The minimum rental commitments under noncan-
cellable leases for each of the five succeeding years,
each of the next three five year periods, and the re-
mainder based upon agreements in effect on Decem-
ber 31, 1974 are disclosed below:

Transmission
Hydroelectric Line « Total

1975 $ 975000 $ 209 000 $1,184 (X0
1976 975,000 209 000 1,184 Oo0)
1977 975,000 209,000 1,184 (00
1978 975 000 209,006 1,184 (x0)
1979 975,000 209,000 1,184 (x0)
1980 through 1984 §22.000 1,046 (00 1,568 (xw)
1985 through 1959 125,000 1,046,000 171000
1990 through 1994 121,000 1,040, (00 1967 000
Remainder 1995 through

2015 97,000 4254000 4,351 00

At December 31, 1974, in connection with ther
continuing construction program, the Company and its
subsidianies had entered into purchase commitments
which amounted to approvimately $48, 000,000
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?. TO7 S W WASHINGTON STREET SUITE 1500 PORTLAND
1CC

OREGON 97205 - 503 224-5040
TS
‘/ ,ACTNOWUSC T2 O3, February 7, 1975

To the Board of Director of
The Montana Power Company

We have examined the consolidated financial statements of The Montana Power Company and its sub-
sidiaries for the two years ended December 31, 1974 and 1973, appearing on pages fourteen through twenty-
three of this report. As explained in Note 11to the financial statements, the Company maintains accounts to
conform to the accounting requirements of both the Public Service Commission of Montana and the Federal
Power Commission, financial statements based on the accounts prescribed by both Commissions are pre-
sented in this report. Our examinations, which were directed to both sets of financial statements, were made
in accordance with generally accepted auditing standards and accordingly included such tests of the ac-
counting records and such other auditing procedures as we considered necessary in the circumstances.

As described more fully in Note 1, the differences between these two sets of financial statements arise
from a decision of the Federal Power Commission which has resulted in the exclusion of some $21,600,000 of
Company’s costs from the property accounts with a corresponding reduction in shareholders’ investment
The Public Service Commission of Montana recognizes such amounts as legitimate costs of utility property
and permits the Company to earn a return therecon. Because the Public Service Commission of Montana has
the major jurisdiction over the affairs of the Company, including rates and securities issues, the financial
statements based on its accounting requirements, in our opinion, are the more useful to the Company's
shareholders.

In 1974 the Company has included in operating revenues approximately $5,500,000 which has been
billed to customers in accordance with a 1974 order of the Public Service Commission of Montana allowing
the Company (o pass on to all customers increased costs of purchased natural gas and royalties on natural
gas produced The validity of the Commission’s order is being contested «nd all amounts collected pursuan:
to the order may be subject to refund on final disposition of the matter. The Company and their counsel
cannot predict the outcome of this hitigation with any certainty at this time and no provision for any refunds
which may result has been made in the accounts; see Note 6
‘ In our opinion, subject to the effects of such adjustments, if any, as might have been required had the
outcome of the uncertainty referred to above been known, the accompanying statements based on the ac-
counts prescribed by the Public Service Commission of Montana present fair!, the consolidated financial
position of The Montana Power Company and its subsidiaries at December 31, 1974 and 1973, the results
of their operations and the changes in their tinancial position for the years then ended, in conformity with
generally accepted accounting principles consistently applied.

Also, in our opinion, subject to the etfects of such adjustments, ii any, as might have been required had
the outcome of the uncertainty referred to above been known, the accompanying financial statements
based on the accounts prescribed by the Federal Power Commission present fairly the consolidated tinancial
position of The Montana Power Company and its subsidiaries at December 31, 1974 and 1973 the results
of their operations and the changes in thewr financial position for the years then ended, in conformity with
the appl.cable accounting regulations and orders of the Federal Power Commission consistently apphied
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SUMMARY OF CONSOLIDATED OPERATIONS

__wra . m 1972 1971 1970
OPERATING I EALES: * Thousands of Dz lars
Llecrne | . T A R A el R o, B % R B S $ 190,120 $ 171674 $ 152842
T R I T 2124 1,465 1.533 1,369 123
L R e R S - 2,438 2,188 1,815 1,563 1,545
Telephone . . . . . . . . . . . 4 o« .. 25,628 11,905 6,552 5619 4532
TOTAL OPIRATING REVENUES . . . . . . 246,979 235,935 200,075 180,230 162,617
OPERATING EXPENSES:
Operation aod maintenance . . . . . . . ., . 111,682 100,193 81,981 75,757 69,051
o R el L S A A 30,901 26,062 21,097 19,960 17,943
Taxes other than income taxes . . . . . . . . . 24,067 22,365 19,723 17,440 16,612
e e o (e g (2,740) 7472 10,250 9,451 $.919
TOTAL OPERATING EXPENSES . . . . . . 164,130 156,092 133,051 122,608 109.725
NET UTILITY OPERATING INCOME . ., . . . . . 62,649 79,843 67,024 57,622 50,692
OTHER INCOME IDEDUCTIONS)
Allowance (or fund, used during construction . . 16,799 7,687 12,324 10,447 5,357
Equity in earmings of joint ventures . . . . . . . 7132 3,707 525
Other income—net of deductions . ., . , ., ., . 3,203 42 (206; (836) 132
CMinonty interest . . L, . L . v o e e e (805) (167) (20 3) (3)
INCOMBIINES . . . . & &« « + 5 5 « » 5 & o (4129) (1,083 (62, 483 169
OTHER INCOME (DEDUCTIONS —NEY ., . 22,2@_ 10,416 12,561 10,091 5.(5_§
INCOME BEFORE INTERESY CHAKCES . ., . . . 105,049 90,259 79,585 67,713 56,547
INTERRSTEMMREES . . « ¢ i ¢ &+ v ¢ & & % % 50,920 3¢.717 31,703 28,629 25.4%6
BETIREOME . « & . . v s e 5o B W 54,129 53,542 47,662 38,884 31,05
Prefericd dividend requirtements , . . 8,407 8,407 6815 . 5115 3,693

NET INCOME APPLICABLE TO COMMONSTOCK . . & 45722 § 45135 $ 41067 § 33769 § 27358
== e

Average number of shares of common stock

outstanding (inthousands) . . . . . ., . . . . 22,498 19,881 18,292 17,074 16,234
Per common ghare:

T N e - 8203 $2.27 $2.25 $1.98 $1.69

Dividends declared . . . . . . . . . . . . $1.60 £1.575 $1.47 $1.40 $12a

MANAGEMENT S DISCUSSION AND ANALYSIS OF SUMMARY OF OPERATIONS

The decline in electric operating revenues for the year eaded December 31, 1974 as compared with the year ended December 31,
1973 is principativ the result of reduced sales tor resale and inadequate levels of electric rates in relation 10 continuing incres:cs
in operatng costs and interest costs. Such increases were substantially ofiset by related reductions in income taxes, additional
equity In carvings of joint ventures, and increased allov.ance tor funds used during construction with the result that net income
Increased shghth o0 1974 as compared 1o 1973, The dechine in electne operating revenues s expected 1o reverse as the efiect of
increased electne rates is retlected in such revenuves. See page 4 for intormation regarding electoc rate increases put into eifect
during 1974 The decrvase in net income per common share for the vear ended December 31, 1974 as compared with the vear
ended Decomber 311973 retlects an increase n the number of common shares outstanching The increase in operating expense,
including tuel and other production expense, for the years ended December 31, 1973 and 1974 over the respectine prior years,
results trom the Compamy s increasing steam-electie generation i relation 1o the portion of energy generated and purchased f:om
hydeoeloctoe soues. Opeating espenses abo imcrcased due 1o increases in depreciation, mantenance, admimistratne and
peowral expeose whish are rehated o ancreased utiling plant pat into senvce, as well as 1o higher costs of labor and matetials, The
moreased amounts ot interest and divdends rethect additional capital obtained o inance the Company's CONLININE CONstruct.on
program oev page 818w Notes 1o Finangial Statements for intoemation relating to ace QUTING 101 Inco e taves, allowange tor
fundds wsedd duting comstiucion, gty 1 carmngs of jomt ventures i telephone opeations. See also “Resenues, Expenses and
ncome " on page 3 tor further discussion of 1974 vesee 1973 opeiations,
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PACIFIC POWFR & LIGHT COMPANY
CONSOLIDATED BALANCE SHEET

ASSETS

UTILITY PLANT Note 15;
Vulit, plant in sence
I lrie
Steans heating
Telephone
Water
YOML
Less accumulated provition for d(-p'rn.nmn and amortization
UTILITY PLANT IN SERVICE- NET |
Construction work in progress
Utility plant held tor futore use A “ A b w
Electric plant acquisition ad;uslmm(s

UTILITY PLANT—NET |

OTHER PROPERTY AND INVISTAENTS:

Nonutility property Jless accumulated provision for depreciation
and amortizanon=1974, S212.000,; 1973, $191,000:

Investment in joint ventures (Notes 1 and 2)
o R A T T

TOTAL OTHER PROPERTY AND INVESTMENTS

CURRENT ASSETS
Cash (Note 3 . . . | " K
Working tund: and depmm !
Temporary cash imvestments P x AR R %k
Accounts recenable

Customers less accumulated provision for uncollectible
accounts—1974, $556,000; 1973, $532,000/

Other |, . . PRET PO
Materials and \uppl es (at asmgc cost or lcssl
Prepayments . . PR oA A ‘

TOTAL CURR!\T AS‘( T$

DEFERRLD DEGITS
Unamortized debt expense . | £ b5 s
Peetimman survey and investigation (h.ugﬂ
lobbing and other weik i progress =% 4

TOTAL DITERRED DEBITS
TOTAL ASSETS

(See MNP w Netes to Fin

AR

P e e el S - R e - T ——————— . ——— - —

ancia' Saatenents)

DECEMEIR 11

1974

1973

T Thousands of Doliars

$1,240,995 $1,173,775
2,765 2957
100,553 6,209
24,020 21,212
1,368,333 1,294,233
228902 206 &2 4
113940 1.087,349
325,639 165,148
4,757 5,294
3720 uie
1,473,547 1,261,712
2,823 1,929
14,204 12119
5761 61 2;!
22.79&} 20,172
7,357 8,718
1401 1,157
2,840 1,663
16,395 17,197
1,038 9,298
20,470 13,180
1,492 1,605
61,053 S2 A8
2,34 219
7,605 4,189

& 800 (B8
12138 8450
now AR T

e e

$1.558¢ 41
e "o
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DEFERRED ¢
Cust
Accun
Accur

Accele
l“.! 3

Repar

OPERATING

MINOR

COMM
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STATEMINT OF CO\'SOUD/\T[D INCOME

Yedrs ended Decembur 30
_ 19/4 13
OFLRATING PINTSLULS: ) Ihu n.m'k o' e N
R B i o T e [ e e ek e e 5 B B A R ek g s w o SRR SZ‘.’J.}‘;‘
Stean begting IRt A S AR T R T T I T TR Y 2,124 1,465
Water , . . e e R ESTEL wEned mh R e e &R e e 2,438 2.1t
Telephone INute 2t o ep e e e T | = IR T S e - __2_5_93(_! 11,905
TOTAL OPERATING REVE «\UI.S I R I =B Yyl - CRllf g ) Sl VLR R Y 235.935 |
OPERATING EXPENSES . '
Opcration:

Flectric utily |
Power nuclated and interchanged—net . . . . . . . . 4 . s s e s st v 6 e s 25,213 26,11 |
e S PV SRl S N e 16,939 16,694 |
Other production . . e R e e S e T P P 5,654 4.6M
Transmission and dasmb.mon T S T e O R R s 10,344
COlomEr IICE PRRONME 5 . i . i e e o em e A R R e AL e | 9,899 9,464

e S L PR I e i b e Tl 5,833 3,693 ‘

Administrative and general . . . . . 4 . 0 v 4 s v ox e 6 e e ow e o ol ek 18,014 15,675

Mai- tenance e s R o et s g et = PP oI S = S et 16,87C 13,39
Depeciation . . . g e e . it T LT, i e L RE e BT Y T 30,90 26,062
Taxes—gother than income . . o B N e (o=, e it BRIk € Ry 2 24,087 22,365
federal and state income taxes (\'otcs 1 and S) Sl e e i T g g Ml O " i W e w e __(_2_.7_4_9 7472

FOMALOPERATINGERPENIES . « - & o 25 s e & Flile ymm s % 8 W4 4 _1_6-11_30 __1_3&0_0?

RETUTRITY OPERATINGISEOME ' . o o o i oo’ 4 o @re 2 219 5 3. 5" st & o & 82,849 79,843
OTHER INCOME (DEDUCTIONS:

Allowance for funds used during construction (Note 1) . . . . . o « &+ o & & & = o 3 16,799 7.887
Equity inearningsof jointventurestNotes Tand 2) . . . « . + s ¢ « o s s 0w 8 os s s e 7132 3,707
faterest, dividends and otherinComMe. . . &+ 5 & o ¢ ¢« s s s v % % & 5 5 & &« & ¢ 8 4,445 1142
CRDO SREEAN. (il v e h sl e R e E AR e e P Ak B A R B (1,242 (3,700
SRR IR - o e L v S e . TR Ny e R e R T W% W e (805) (16~
Income taxes . . . . il ot g B ok TS e ko PE e o % (4,129) __11,053

OTHER INCOME (DEDUCT! O‘JS)—NET O P T R P - 22,200 10416
INCOMEBEFORE INTERESTCHARGES , . & « « & % s o o & o v s o2 a0 2 s « o « KW504% 90,259

INTEREST CHARCES:

EASR D-ORE RN IR & 5 v o R R Tk x T MLE W E R K Y o e A B E 42,798 30,892
Amortization of debt discot {, premiumand expense—nel . . . . . . . 4 4 4 b e e s s 232 161
Other interest . . . T I S P IR R G - 5664 :

TOTAL INTERES ) CHARGES—NET . &+ v v v v v s v o s o o o s o« « « « « 50020 367"3
R IIERISR o T et s w ke Bk RN H B e e e 8RR § 33542

[ =

Earnings per share, bosed on average number of commen shares outstanding dunng each year (after
recognition of preierred dividend requirements of $8,4C7.000 for 1974 and 1973 . . . . . . . $203 $2.

"~
1]

STATEN1ENT OF CONSOLlDATED Years ended December 31
RETAINED EARNINGS ' 1974 1073

Thousands of Do lars i

DN T i o il G we s gl e i o w al w A m e e e e e b e A S111,492 ¢

e L T I U P S i I T - - 53,542 |
TR T Sl e 3 e R o, P e K e o dr T e e SR Tu3.034

Deduct: . : :
Cash dwidends: }

PRI | & ol e I i B TR h e e B R Bk e R e 6 W M e 8 407 g4
e O e e e I ST MU VR PR s 3emn an
BRSNS . o il R e ahe R et R R W e Wk E By kN 44 400 i (R 5"
RGN I L i e i e T B e o R R s e s AR 125404

(See accon amiey Notes to Finased Stements)
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. STATEMENT OF CHANGES IN
: CONSOLIDATED FINANCIAL POSITION

Yeas Ended Decen ber 31

1974 1973
SOURCE Of FUNDS . . Thousands of Dollars
From Opccations:
. Netincome . . . FETN T IR SR S RS B $ 53,542
Non-cash charges f(vtdnm 10 income: '
. R e L I R e A G SR SR P R A 30,90 26,052
“ Deferred income taxes=—net . . . . . & « . 0 v s o4 b s s s s e w w o e 4,536 2,662
Investment tax credit adjustments=—nel . . . . & .« o« s s 4 s a e s s w s 11.693; 2,277
Allowance for funds used dufing CONSIIUEHION . . . + & « « « &« v oo = o & = & & (16,799) (7,887,
Undistributed earnings of JOINRVONIUIES . . .« « v+ « o 4 s 4 4 s w e e s 12,095 (462;
Minority interest in net income of subsidiaries .