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e e et e b e e
LLAAS NIUNICIFAL POWETR AGENC T (A Development Stage Enterprise)
BALANCE SHEETS, September 30, 1983 And 1982

Assets

Electric Plant:

In service
Transportation equipment
Furnuture and fixtures
Electric plant leased to others
Intangnble plant

Total
Less accumulated depreciaton
Total — net
Construction work in progress
Nuclear fuel
‘lotal electric plant

" Restricted Assets:

Cash

Secunties purchased under agreements to resell. at cost
Uruted States Government and Government Agency obligations
Special deposits

Accrued interect

Accounts receivable and other

Advance payments 1o contractors

Fuel stock

Due from unrestricted assets
Total restricted assets

Current Assets:
Cash
Time deposits
Secunties purchased under agreements to resell, at cost
wmmmmmm
Accounts receivable and other

Total current assets

Other Assets:
Unamortized borrowing costs
Deferred expenses to be recovered in future years
Excess cost on advance refunding of debt — net
Deferred fuel costs

Total other assets

24

$ 130.000

6 130 000
272.000
3,368.000
66,000
318,138,000

2,000
175,000
32,264,000
7.496.000
11,230,000
51,167,000

24,867,000
106,868,000
16,874,000
148,610,000

$1,384,568,000

17.000
169,000
1,892,000
IS.ON
2,087,000

24,145,000
183,000

24,339,000
$1,192,735,000

——— " wa - A




Liabilities And Accumulated Net Revenues (Deficit)
Net Revenues (Deficit) Accumulated During
The Development Stage
Long-Term Debt:
Revenue bonds, excluding current instalments:
Senes 1976
Series 1978
Senes 1979
Senes 1980
Senes 1962
Senes 1982A
Senes 1983
Unamortized discount and premium — net
Notes payabie, excluding current instalments

Deferred revenue to be recognized in future years
Total other liabilities

Commitments And Contingencies

49

48,590,000
246,505,000
300,000,000
250,000,000

31,085,000

76,300,000
379.960.000

(1.501,000)

1,675,000
1,332,614,000

4,675,000
12.270,000

1,945,000
10.492.000
29,617,000

4,210,000
33,893,000
16,805,000
17,189,000

§1,384,568,000

49,310,000
250.000.000
300,000,000
250,000,000
300,000,000

(42:,000)
2345000
1,151,234,000

§1,192,738,000

See notes to financial statements




(A Development Stage Enterpnse)
Statements Of Net Revenues And Net Revenues (Deficit) Accumulated Dunng The Development Stage For The

Years Ended September 30, 1983 And 1982 And Cumulative From Inception (July 1975) T September 30 1963
1983 1962 Cumulative

Oyperating Revenues:
Charges to participating Cites 503000 § 4342000
60,000 259,000

863000 4,501,000

260.000 3.254.000

54,000 237,000
314,000 3,491,000
249,000 1,110,000
Revenues of electric plant leased to others 95,000 101,000 428,000
Expenses of electric plant leased 1o others, including
depreciation of $19,000 per year (53,000) (68,000) (371.000
Interest incoime 44 932 000 %3.818.000 216,623,000
Interest expense on long-term debt (106,720.000) (89.905000) (342.083.000
Other interest expense —_ - (618,000
Amortization of debt discount, premium and borrowing
20sts, net (1,288,000)  (1,128,000) (4,893,000
Amortization of excess cost on advance refunding of debt (2,977,000) — (2,971,000
Gain on sales of secunties 2.186.000 874,000 3.154.000
Allowance for funds used in projects 63,877,000 36,341,000 130,466,000
Gam on sale of property 908 000 —_ 908,000
Other income — net 950,000 33,000 967,000
Deferred Expenses (Revenues) To Be Recovered
Or Recognized In Future Years (577,000) 54,000 (384,000
Net Revenues ‘ 896,000 336,000 1,683,000
Net Revenues (Deficit) Accumulated During
The Development Stage:
At beginning of period (24,000) 428 000 —
Distnbutions to participating Cities — (788.000) (821,000
At end of period § 872000 § (24000) § 872,000
18 See notes to financial statements




(A Development Stage Enterpnse)

Statements Of Changes In Financial Position For The Years Ended September 30, 1983 And 1982
And Cumulative From Inception (July 1975) To September 30, 1983

Sources Of Working Capital:

Net revenues

Depreciation and amortization

Deferred (expenses) revenues to be recovered
or recognized in future years

Workang capital provided by operations

Proceeds of revenue bonds

Increase (decrease) in notes payable. excluding
current instalments

Uneamned surcharge revenues
Proceeds from sale of equipment

Uses Of Working Capital:
Construction expenditures
Additions to nuclear fuel
Increase (decrease) in net restncted assets
Borrowing costs
Deferred fuel costs
Current instalments of revenue bonds

Increase (Decrease) In Components Of Net Restricted Assets:
Cash, investments and special deposits
Accrued interest
Accounts receivable and advance payments to contractors
Fuei stock
Due from unrestricted funds
Current instaiments of long-term debt
Accounts and retainage payable
Accrued and matured interest
Accrued compensation and related benefits
Due 1o current assets

Increase (decrease) in net restricted assets

Increase (Decrease) In Components Of Working Capital:
Cash and investments
Accounts receivable and other
Due from restricted assets
Accounts payable
Due to restricted funds
Increase (decrease) in working capital

1982 Cumulative
$ 896000 § 336000 $ 1693000
67,000 18,000 217,000
§77,000 (54,000) 384,000
1,540.000 301,000 2,294,000
456,260,000  300,000.000  1616,324.000
(670,000) (320,000) 1,675,000
16,805,000 — 16,805,000
36.411.000 25,558,000 €1,970 000
$510,346,000 $325,540,000 $1,699,068,000
$123698,000 $215650000 & 914,911,000
4,339,000 1,873,000 12,184,000
(62,891,000) 99,745,000 288 521.000
1,802,000 7,216,000 217,552,000
16,874,000 — 16,874,000
4,215,000 690,000 4.905.000

— 788,000 821,000
268,915,000 — 279,540,000
106,869,000 - 106,869,000
46,525,000 (422.000) 46,891,000
$510,346,000 $325,540,000 $1,699,068,000
$(79.572,000) $ 98,530,000 $ 301,746,000
(1,244,000) 3,531,000 6,556,000
4,650,000 1,005,000 6,402,000
3,368,000 - 3,368 000
(280,000) 346,000 66.000
(3,550,000) (765,000) (4,675,000)
13,908,000 (2.462.000) (14.215,000)
(386,000) (564,000) (10,492.000)
215,000 (4.000) (235.000)

— 128,000 —
$(62,891,000) $ 99,745000 § 288,521,000
$ 37860000 § 904000 $ 39,937,000

11,211,000 (42,000) 11,230,000 19

— (128,000) -
(2,835,000) (8i0.000) (4.210.000)
280,000 (346,000) (66,000)

$ 46525000 $ (422000) § 46,891,000

See notes to financial statements




(ADermmt&tgeDam)

NOTES TO
FINANCIAL STATEMENTS

The Texas Munucipal Power
(TMPA) was created in July by
concurrent ordinances of the Texas
cities of Bryan, Denton, Garland and
Greenville (Cites )ptmmloChap
ter 166, Acts of the 63rd Leguslature of
Texas, Regular Session, 1973 as
amended by Chapter 143, Actsof the
64th Legislature, Regular Session,
1975 (Act) Under the provisions of
g\:lha MA-aw munct-
corporation, a poli subdivi-
sion of the State, and body politic and
corporate.
In Septamber 1976, TMPA entered

‘mheacholg brthepur

pose of obtammq the economnc
advantages of jointly
structing and operating large elec
tric generating units and related
facilities to y the Cites' future
energy needs Cities, under the
power sales contracts with TMPA
are requared o pay. for the benefits
received or 1o be received by them
from such activities, an amount suffi-
cient to pay TMPAs operating and
maintenance expenses and the Bond
Fund, Reserve Fund and Contin-
ncy Fund requirements of the
gzvenue Bonds

TMPA is undertaking, as ptoyects
I T W sl
respectivel

construction of the Gibbons Creek
Sleam Electric Station, a lignite-
ting plant located in

’Ibnnmh anet gen-

ommq of 390 MW, and

acqmmondaﬁ inter-
est mﬂnmwu:m'&m

che Peak Plant, a nuclear-fueled
constructed

and Rebability -
ditures” which primarily relate to
transmission and communication
facilites

The total financing requirements for
the above-mentioned projects upon
completion were estimated by
TMPA as of September 30, 1983 as

Construction costs
Gibbons Creek:
Steam electnic stavon  § 403 620.000
Ligrute mune 87 982.000
Transmussion faclines 51,760,000
Subtotal 543,372,000
Comanche Peak 188.376.000
Systems developmen!
and reliabiity
86,901 000
e
Bond Resolutions 123861620
Net nterest 234,746,000
Exress cost on advance
refunding of debt 106 846,000
Other 50,243 000
Total $1,337,345,000
In December 1983, Texas Utilities
Generating Company announced a

schedule delay and revised cost esti-
mate for tbo construction of the
Comanche Peak por-
tion of construction costs is expected
to increase by approximately

18,000,000 above the previous est-
mate. The estimated commercial




The total estimatez financing
requirements do not include an esti-
mate for the additional costs to be
incurred for TMPAs portion of the
increased Comanche Peak expen-
ditures TMPA 1s currently reviewing
these revisions to determine the
need and tumung of additional financ-
ing to cover the additional construc-
tion and related financing costs.

On October |, 1983, the Gibbons
Creek Steam Electric Station was
declared in commercial operation
Concurrently, all energized trans-

mission lines. substations, the Gib-
bons Creek Steam Electric Station
and the lignite mine were trans-
ferred from construction work in

electnc plant in service

to
mmd transferred was
WWw)m

Electric Plant — Electnic plant is
stated at historical cost Such cost
includes payroll-related costs such
as taxes and employee benefits,
general and administrative costs,
and an allowance for funds used in
projects

The costs of lignite rights are
included in construction work in

rogress and amounted to
ﬂn 000 at September 30, 1983

advance refunding of debt. gains and
losses on sales of securities, and
interest expense net of interest
income.

Depreciation— Depreciation of elec-
mic plant in service is calculated by
the straight-line method using the fol-
ki, rates:

TMPA has billed the Cities for power

mula approved by the Board of
Directors. The rate charged

a base amount to cover fuel
costs and a surcharge to help defray
unfunded debt service in future
years The base revenues were

The surcharge revenues were
on the asa
deferred credit and will be
as yevenues when eamed

Fuel Stock — Fuel o1l and hgnite
valued at wmq?md




In January 1979, TMPA executed the
Joint (Agree-
ment) to acquire a 6.2% undivided
ownership interest in the Comanche
Peak Steam Electnic Station The
project consists of two 1,150 MW
nucLufnobd

Undermemofmemgmm
TMPA 1s obligated to pay 6.2% of all

future (i) construction costs,
(11) nuclear fuel costs, and

costs and fuel costs (subject to
certain cost escalation imitations)

Subject to certain operational excep-
tions, TMPA is entitled to receive

6.2% of the net output that the
station is of producing at any
given time.
The Atomic Energy Act of 1954
requires the Ly the Nuclear
Requlatory Oommmn (NRC) of
operating licenses for the Comanche
s‘m both —
operating units was
docketed with the on Apnl 25,
1978 licenses will not be

issued for the Comanche Peak Sta-
tion under present NRC regulations
unless various proceedings have
been successfully concluded before
the Atomic Safety and Licensing
Board and the NRC. TMPA can give
no assurance that such operating
heenses will be issued If operating
licenses have not been issued by the
time the Units are ready for fuel load-
ing, costs will increase and the com-
mercial operation dates (see Note 2)
will be delayed

On December 28 1983, the Atomic
Safety and Licensing Board issued a
report in which it indicated that
charges made by two engineers
raise questions about the design of
certain portions of the Comanche
Peak Plant The Board ordered
Texas Utilities Generating Company
the applicant for the plant's operating
license. to offer additional proof of
adequate design and deuqn review
procedures, including the suggested
use of an independent design
review, in connection with its efforis
to obtain an operating License for the
plant. Texas Utilities Generating
Company has not determined
whether 10 file a motion for reconsid-
eration or appeal of the Board's
order, or what additional evidence
may be required in connection with
this matter Consequently. it cannot
the effect of this order on the

proceeding

Restricted assets presentec in the
accompanying balance sheets
include those assets comprising the

struction Fund are available pnmar-
.nzdbnhapnmm of;:ommacuon

acquisition costs of those proj-
ects described in Note 2 Assets in
the Contingency Fund are for use in
paying extraordinary or unusual
costs

The aggregate amourt of assets in
each of these funds as of




i o

September 30, 1983 and 1982 1s as
follows:

93083 3082
Bond Pund $104.117,000 $128581.000
Reserve Fund  122.061.000  114.908.000

Contingency

fund 2.112.000 2,045,000
ConsStructon:

Fund 89857000  146.671.0w
Total $318,138,000 $391,216,000

TMPA has purchasec investment
ments whereby A will resell at

bebrespecmeddates 'n:esecun

ties are obligations of the United
States Government and Government
Agencies At September 30, 1983,
TMPA had repurchese agreements
bearing interest at rates ranging
from 8.9% to 10.2% with various
resale dates between October 1983
and March 1984

United States Government and Gov-
ernment Agency obhqauons bear
mmterest at rates ranging from 73% to
18.9% and mature at various dates
between October (983 and Apnl
198]. The securities are stated at
amortized cust which, in the aggre-
gate, s not matenally different from
market

TMPA has seven issues of Fevenue
Bulb\m outstanding, summarized as

Range of Earbest
Maturing Inte-ast Rates Redemption
Senes From ™ From ™ Date
1976 1983 2011 5 % Ba% e
o78 1364 211 535 7 ane
1979 1385 212 3% 7 1989
1980 1985 012 . 9% 1980
1962 s 1996 9 i3% -
1982A 1986 2012 % 10% 1992
1983 1988 2012 814 9 1993
'n. Bonds are payable solely from, nance expenses from money on
are collateralized by an urevoc-  deposit in the Revenue Fund

abh first hen on, the net revenues of
TMPA and the funds estavlished by Annual debt service requirements as
the Bond Resolutions, subject to the of September 30, 1983 are summa-
payment of operating and mainte- nzed as follows:
Years Ending
September 30: Principal Interest Total
1984 $§ 4218000 $ 108253000 § 113468000
1985 11,270,000 109,030,000 120,300,000
e 14,080 000 108 400 700 122,480 000
1987 14,988,000 107,524,000 122,508 000
1988 19,525,000 106,557 000 126,082,000
1989-2012 1272570000 1662147000 2534.717.000

Total $1.236656000 $22029!1000 $3.539 566,000

Centnued




In March 1983, TMPA sold
$379,960,000 of Senes 1983 Revenue
Bends (Refunding Bonds) The net
pr - - ds of these bonds have been
E{,‘;{" to refund $268,915,000 of

1982 Term Bonds (Refunded
Bonds) The Refunded Boads will be
redeemed on March |, 1997 at 100%
of the te principal amount
thereof. net proreeds of the
Refunding Bonds have been irrev-
ocably deposited with an escrow
nqcm and have been used to pur-

chase direct obligations of the Uruted

Government These secunties
mature at such times and in such
amounts so that the matunng princi-
pal, together with the interest
meome thereon, wall be sufficient to
pay the debt service requirements of
the Refunded Bonds through the
redemption date This transaction

resulted in a net reduction of debt
service cost over the life of the
Bonds

The Refunded Bonds in the amount
of $268,915,000 have been treated as
defeased and the lLiability and
related unamortized borrowing costs
have been removed from the bal-

ance sheet The diffleren~e between

the net proceeds of the Refunding
Bonds deposited with the escrow

borrowing costs, on the date of the
transaction, amounted to
$109,846,000. This difference has
bwen deferred and is being amor-
tized by the sinking fund method
over the life of the Refunding Bonds
At September 30, 1983 all of the
Refunded Bonds remaun outstanding.

The Act permits TMPA to 1ssue non-
negotiable purchase money notes
payable in instalments (collateral-
1zed by the properties being
#oquired) in order to acquure land or

fuel resources. The costs of the prop-
erty and investmenis collaterahzing
the notes approximated $7 400,000 as
of September 30, 1982

T.4APA has a 1etrement plan cover-

1% of gross wages w a

becomes a vested participant after
six months of service  Effective for all
employees hired after September
30, 1983 the will become
vested at the rate of 20% per year of
service. Retirement plan costs for
1983 and 1982 were $756,000 and
$485 000, respectively




and services which aggregate
$51,000,000 as of Sep-
tember 30,

In order to obtain certain property
and confirm certain nghts necessary
to complete the Gibbons Creek
Steam ic Station, TMPA has
made certain payments to Crimes
County and three school distncts and
has agreed to make additional
annual payments, subject 10 adjust-
ment as specified in the agreement,
at the rate of $520,000 per year, as
long as the Gibbons Creek Unut No |
1s in operation. The estimated total

mmme remaining to be made by
PA under this agreement are

approximately $14,580 000 as of Sep-
tember 30, 1983

TMPA has entered into a ser-
vices contract with Namo"%
Company (Navasota) 1o operate the
hgnite mune at the Gibbons Creek
Steam Electric Station. Under an
option provided in the contract,

A elected to have Navasota pro-

A Concurrently
with the sales, Navasota sold the
equipment to third parties and

entered into lease agreements with
such third paries Under the muning
contract, TMPA is obhgated to make
minimum payments equal to the
costs incurred by Navasota under its
lease agreements for the draghnes
and the conveyor system The
aggregate amount of required pay-
ments at September 30, 1983 is as
follows:

Years Ending September 30:
1684 § 6688000
1988 6 686 000
1986 6,686 000
1987 6.686.000
1988 6,686 000
Later years 126 440 000
Total $158,870,000

The above amounts are subject to
escalation under various circum-
stances as stipulated in the mining
contract. In addition, TMPA 1s
required to pay additional amounts

upon the levels of muung




The Board of Directors
Texas Municipal Power Agency:

We have examined the balance
sheets of Texas Municipal Power
Agency (A Development Stage

) as of September 30, 1983

and and the related statements
of net revenues and net revenues
(deficit) accumulated during the
development stage and of changes
n financial position for the years then
ended and cumulative from incep-
non (July 1975) to September 30, 1983.

Qur examinations were made In

generally
auditing standards and, accordingly,
included such tests of the accounting
records and such other auditing pro-
cedures as we considered neces-
sary in the circumstances.

In our opinion, such financial state
ments present fairly the financial
position of Texas Municipal Power
Agency at September 30, 1983 and
1982 and the results of its operations
and the changes in 1ts financial posi-
tion for the years then ended & .d
cumulative from inception (July 1975)
to September 30, 1983 in conformty
with generally accepted accounting
gmnncxples applied on a consistent

Oidoith. Hoakine + Julle

Dallas, Texas
December 28 1983
ﬁk'ﬂu- Robert B. McKnight
General Manager Directar of Engineenng, Construction
and Systems Operations
David O. Branham
Drrector of Adrmurustrative Services James R Bailey
and Human Resources Agency Attorney
Donaid E. Cullum Gary T. Parsons
Direcior of Power Production Internal Auditor
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February 8, 1984

The Board of Directors
Tex-La Electric Cooperative
of Texas, Inc.

We have examined the balance sheets of Tex-La Electric Cooperative of
Texas, Inc. as of December 31, 1983, and 1982, and the related statements of
revenue and patronage capital and changes in financial position for the years
then ended. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

In our report dated February 3, 1983, our opinion on the 1982 financial
statements was qualified because of the effects of the omission of patronage
capital allocations from the National Rural Utilities Cooperative Finance
Cooperation. As explained in Note 9, the Cooperative has restated its 1982
financial statements to include the patronage capital allocations. Accordingly,
our present opinion on the 1982 financial statements, as presented herein,
differs from that previously expressed.

In our opinion, the financial statements referred to above present fairly
the financial position of Tex-La Electric Cooperative of Texas, Inc. at
December 31, 1983 and 1982 and the results of its operations and changes in its
financial position for the years then ended in conformity with generally
accepted accounting principles applied on a consistent basis.

Ao, v Rode

CERTIFJED PUBLIC ACCOUNTANTS




BALANCE SHEETS

December 31, 1983 and 1982

ASSETS
Electric Plant, At Cost:
Furniture and fixtures
Less accumulated depreciation

Construction work in progress (Notes 2 and 5)
Net Electric Plant

Other Property and Investments:
Land

Investments in associated organizations (Note 9)

Current Assets:

Cash, including certificates of deposit of
$275,000 in 1983 and $150,000 in 1982 - General

Cash, including certificates of deposit of
$3,575,901 in 1983 and $1,138,541 in 1982 -
Construction

Accounts receivable (includes receivables from
member cooperatives of $1,719,509 in 1983 and
$1,659,243 in 1982)

Prepaid expenses

Accrued interest

Total Current Assets

EQUITIES, MARGINS AND LIABILITIES
Equities and Margins (Note 10):
Memberships
Patronage capital (Note 3)
Other equities (Note 4)
Total Equities and Margins

Long-term debt (Note 5)

Current Liabilities:

Accounts payable

Accrued expenses

Accrued interest
Total Current Liabilities

The accompanying notes are an integral part of these financial statements.
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1983 1982
$ 19 153§ 5 798
1 789 848
17 364 4 950
100 297 109 76 702 076
100 314 473 76 707 026

12 649 .

2 838 157 2 837 157
2 850 806 2 837 157
296 709 214 343
3 578 285 1 150 096
1 763 801 1 675 703
- 4 757
1 250 Z 576
5 640 045 3 050 475
$108 805 324 $82 594 658
$ 700 § 700
218 186 207 219
68 015 38 280
286 901 246 199
103 948 000 80 682 000
1 832 149 1 636 934
- 322
2 738 274 29 203
4 570 423 1 666 459
$108 805 324  $82 594 638




TEX-LA ELECTRIC COOPERATIVE OF TEXAS, INC.
STATEMENTS OF REVENUE AND PATRONAGE CAPITAL
For The Years Ended December 31, 1983 and 1982

Operating Revenues:
Power sales (Note 6)
Professional fee assessments

Operating Expenses:
Cost of purchased power

Administrative and general (Notes 7 and 8)

Depreciation
Net operating margins
Interest Charges:
Interest on long-term debt
Allowance for borrowed funds used
during construction
Net interest charges

Nonoperating Margins:
Interest income

Net margins
Patronage capital - Beginning
Transfer to appropriated margins (Note 4)

Patronage capital - Ending

1983 1982
$25 417 829 §10 817 219
- 195 343
25 417 829 11 012 562
24 645 152 10 476 778
760 769 459 908
941 377
25 408 862 10 937 063
10 967 75 499
13 900 180 14 279 048
(13 900 180) (14 279 048)
29 735 9 839
40 702 85 338
207 219 131 720
(29 735) (9 839)
$.218 186 §__207 219

The accompanying notes are an integral part of these financial statements.
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TEX-LA ELECTRIC COOPERATIVE OF TEXAS, INC.
STATEMENTS OF CHANGES IN FINANCIAL POSITION
For The Years Ended December 31, 1983 and 1982

Funds Were Provided By:
Net margins
Add Items Not Requiring Funds:
Depreciation
TOTAL FUNDS FROM OPERATIONS

Advances from CFC

Advances from REA

Sale of interest in Commanche Peak
Steam Electric Station

Funds Were Used For:
Additions to construction work in progress
Additions to furniture and fixtures
Additions to land
Investment in associated organizations
Payments on debt to CFC
Increase (Decrease) in working capital

Increase (Decrease) In Working Capital

By Components:

Cash - General

Cash - Construction

Accounts receivable

Prepaid expenses

Accrued interest

Accounts payable

Accrued expenses

Accrued interest

1983 1982
$ 40 702 § 85 338
941 377
41 643 85 715
12 967 856

23 266 000 80 682 000

- 66 133 123
$23 307 643 $159 868 694

$23 595 033 § 24 675 867

13 355 2 687
12 649 .
1 000 -
- 134 040 396

(314 394) 1 149 744
$23 307 643 $139 868 694

$ 821366 § (35 613)

2 428 189 1 150 096
88 098 1 634 168

(4 757) 1 394

(4 326) 4 598
(195 215) (1 577 072)
322 1 376

(2 709 071) (29 203)

$_(314 394) $__1 149 744

The accompanying notes are an integral part of these financial statements.
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TEX-LA ELECTRIC COOPERATIVE OF TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization and Operation:

Tex-La Electric Cooperative of Texas, Inc. (the Cooperative) was formed in
May, 1979, pursuant to the Texas Electric Cooperative Corporation Act, by tle
rural electric cooperatives of Cherokee County Electric Cooperative Association,
Deep East Texas Electric Cooperative, Inc., Jasper-Newton Electric Cooperative,
Inc., Houston County Electric Cooperative, Inc., Rusk County Electric Coopera-
tive, Inc., Sam Houston Electric Cooperative, Inc. and Wood County Electric
Cooperative, Inc. (Members).

The Cooperative was formed to obtain the financing required by the members
to acquire ownership interest in large electric generating facilities and for
coordinating the power supply requirements of such members.

B. Chart of Accounts:

The accounting records of the Cooperative are maintained substantially in
accordance with the Uniform System of Accounts as prescribed by the Federal
Energy Regulatory Commission (FERC).

C. Electric Plant:

Furniture and fixtures are stated at the historical cost and are being
depreciated using the straight-line method over a period of ten years.

Construction work in progress represents the Cooperative's share of the
project costs not yet in production.

D. Allowance for Borrowed Funds Used During Construction:

The Cooperative has capitalized to electric plant the cost of borrowed funds
used for the construction of the Commanche Peak Steam Electric Station.
Interest capitalized as part of newly constructed facilities at December 31,
1983 was approximately $33,600,000.

E. Income Taxes:

The Cooperative is exempt from Federal income tax under the provisions of
Section 501(c)(12) of the Internal Revenue Code.

NOTE 2 - JOINTLY-OWNED FACILITIES

On December 9, 1980, the Cooperative executed a Joint Ownership Agreement to
acquire a 4 1/3% undivided ownership interest in the Commanche Peak Steam Electric
Station, a two unit 1150 megawatts each nuclear fueled electric generating station,
located near Glen Rose, Texas in Hood and Somervell Counties, Texas, being con-
siructed by Texas Utilities Generating Company. On February 12, 1982, the
Cooperative sold 2 1/6% interest in the project to Texas Power and Light Company.
The proceeds from the sale amounted to $66,133,123 which represented the
Cooperative's cost of construction and capitalized interest.
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TEX-LA ELEGTRIC COOPERATIVE OF TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 2 - JOINTLY-OWNED FACILITIES - CONTINUED

The project is estimated to cost $3.89 billion and is scheduled for completion
in 1984 and 1985 for units one and two, respectively.

NOTE 3 - PATRONAGE CAPITAL

The details of patronage capital at December 31, 1983 and 1982 are as follows:

1983 1982
Assignable (Note 4) $218 186 $207 219
Assigned - -
218 186 207 219

8186 $297219

Less: Retired

NOTE 4 - OTHER EQUITIES

The details of other equities at December 31, 1983 and 1982 are as follows:

1983 1982
Appropriated margins $68 015 $38 280

The by-laws of the Cooperative provide that nonoperating margins be used
initially to offset any losses incurred during the current or any prior fiscal year.
Upc. recovery of any losses, a fund in the amount of $400,000 shall be accumulated
from these remaining nonoperating margins and funded each year, if necessary, to
maintain the $400,000 balance.

NOTE 5 - LONG-TERM DEBT

Long-term debt at December 31, consisted of the following:

1983 1982

Mortage note payable to the United States
of America with the Rural Electrification

Administration (REA) as administrator Sm $80 682 000

In July, 1981, the Cooperative entered into a loan agreement not to exceed
$180,000,000 to finance the construction and operation of generating facilities,
electric transmission, distribution and service lines by the Cooperative payable to
the Federal Financing Bank pursuant to an agreement between the Federal Financing
Bank and the REA. The maturity date of each amount advanced under the loan
agreement shall not be less than two years nor more than seven years after the date
of the advance and shall be designated in writing at the time of request by the
borrower subject to REA approval. The interest rate applicable to each advance
shall be the respective rate established by the Federal Financing Bank at the time
of the advance.
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TEX-LA ELECTRIC COOPERATIVE OF TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 6 - POWER CONTRACTS

Tex-La Electric Cooperative, Inc. has entered into agreements with Texas Power
and Light and the United States of America acting through the Southwestern Power
Administration (SPA) for the delivery of power and energy. Tex-La Electric
Cooperative, Inc. has assigned its rights, titles and interest in the delivery of
power and energy to the Cooperative.

During 1981 and through July 31, 1982, the Cooperative collected a professional
fee assessment of $0.0005 per kilowatt hour for providing the assigned power from
Tex-La Electric Cooperative, Inc. to its members. The Cooperative realized $195,343
of professional fee assessments for the year ended December 31, 1982.

The Cooperative is obligated to supply power to its members under the power
sales contracts which exist with the Cooperative's seven members for the sale of all
electric power which the members will require for the operations of their respective
systems. The contracts extend to December 30, 2026 and thereafter, as permitted by
law until the expiration of six months after notice of cancellation by either the
Cooperative or the members.

NOTE 7 - PENSION PLAN

Pension benefits are provided for substantially all employees. Thz Coopera-
tive's policy is to fund all pension cests accrued through participation in the
National Rural Electric Cooperative Association Retirement and Security Program.

Pension costs were $6,594 for 1983 and $8,100 for 1982. The Plan is approved by the
Internal Revenue Service.

NOTE 8 - RELATED PARTY

The Cooperative and Sam Rayburn G & T, Inc., (SRG&T) a rural generation and
transmission cooperative, have entered into a contractual agreement whereby the
Cooperative agrees to provide management services to SRG&T. SRG&T reimburses the
Cooperative for SRG&T's proportionate share of the management related expenses. The
Cooperative was reimbursed $85,129 in 1983 and $63,778 in 1982. Certain members of
the Cooperative are members of SRG&T.

NOTE 9 - INVESTMENT IN ASSOCIATED ORGANIZATION

As of December 31, 1983, the Cooperative has received patronage capital alloca-
tions in the amount of $2,837,157 from the National Rural Utilities Cooperative
Finance Corporation (CFC). The patronage capital allocations represent the
Cooperative's share of the net margin of CFC for the two years ended May 31, 1982.

CFC had provided interim financing for the construction of the electric plant
prior to permanent financing being obtained from the REA during 1982. During 1983,
the Cooperative recorded the patronage capital allocations which represent the
proportionate increase in the Cooperative's investment account.

]
AXLEY & RODE
CERTIFIED PUBLIC ACCOUNTANTS



TEX-LA ELEETRIC COOPERATIVE OF TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 10 - COMMITMENT

In connection with the Commanche Peak Steam Electric Station project as
described in Note 2, the Cooperative has entered into contracts with Texas Utilities
Generating Company, to provide for 2 1/6% of the cost of construction. As of
December 31, 1983, the Cooperative has paid funds totaling approximately
$68,900,000. An additional amount estimated to be $13,200,000 is committed from
long-term debt to pay for the construction of the project.
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