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ten by a customer is illustrated on the
cover Other written comments from
custorners are lilustrated on following
pages

TEXAS UTILITIES ELECTRIC
COMPANY

Texas Utilities Electric Company, a
wholly-owned subsidiary of Texas Util-
ities Company, was incorporated in
September 1982. On January |, 1984,
Dallas Power & Light Company, Texas
Electric Service and Texas
Power & Light Company — formerly
the electric utility subsidiaries of Texas
Utilities Company — merged into and
became operating divisions of the
Electric Company along with a fourth
division, Texas Utilities Generating
Company. The Electric Company is
engaged in the generation, purchase,

of electricity.

Dallas Power & Light Company
serves Dallas, the nations seventh
largest city, as well as three adjoining
communities in Dallas Couny —
Cockrell Hill, Highland Park and Uni-
versity Park. The area is a center for
banking, insurance, commerce, cultural
activities and regional distribution.
Major industries include electronics
and manufacturing. The na-
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companies.

Texas Electric Service Company
provides service in 48 counties in
Big Eastland, Grand Prairie,
Midland, Sweetwater, Wichita
Falls and 69 other incorporated cities.
Fort Worth is a banking, business and
industrial center. The area served be-
tween Fort Worth and Dallas is a
highly diversified complex of light in-
dustry, warehousing, commercial de-
velopment and recreational

attractions. The temtory includes a
major part of the Permian Basin in
west Texas, other oil and gas fields,
major defense-related manufacturing
industries and extensive farming and
ranching areas.

Texas Power & Company
serves customers in 51 counties in
north central and east Texas. Included
are the cities of Carrollton, Farmers
Branch, Irving, Killeen, Mesquite,
Plano, Richardson, Temple, Tler,
Waco and 260 other incorporated mu-
nicipalities. The rich agricultural black-
lands of central Texas, farming and
ranching sections north and east of
Dallas, part of the oil and gas fields of
east Texas and the Dallas-Fort Worth
Airport — the nation’ largest airport
— are all in the territory served. This
area is also highly diversified with
light and beavy manufacturing, elec-
tronics and substantial commercial
activity.

Texas Utilities Generating Com-
pany is responsible for the planning,
tion of all generating stations and for
planning and directing the dispatch
and control of the transmission facili-
ties of the Electric Company.

Texas Utilities Company has three
cialized services at cost to the Texas
the Electric Company. Texas Utilities
Fuel Company owns a natural gas
pipeline system and acquires, stores
and delivers natural gas and provides
other fuel services for the generation
of electric energy by the Company.
Texas Utilities Mining Company owns
and operates fuel production facilities
for the surface mining and recovery of
lignite for use at the Electric Com-
pany’s generating stations. Texas Util-
ities Services Inc. provides financial,
accounting and other administrative
services o Systemn companies.




OPERATING HIGHLIGHTS

*

1983 1982  Change
Operating Revenues ........... $3,487,626,000 $3,237.664000 77
Operating Expenses Excluding
Fuel and Purchased Pcwer . ...  $1.255265000 $1206275000 4.1
Fuel and Purchased Power .. . .. $1.617,809,000 $1452334,000 114
Fuel Cost per Million Btu .. .. .. $2.24 $210 67
Construction Expenditures . .. ... $854,307,000  $858,683,000 (0.5)
Bachie Pl ... i $9,102,056,000 $8,268,898,000 10.1
Net Capability in Kilowatts* . .. .. 17,957,000 17,957,000 —
Peak Demand in Kilowatts ... ... 14,029,006 13,204,000 6.2
Electric Energy Sales in
Thousands of Kilowatt-Hours . . 62,709,927 60,380,142 39
e e 1,788,347 1695863 5.5
*End of Year
1983 Texas Utilities Electric Company Revenue Dollar
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MANAGEMENT’S LETTER

TO THE SHAREHOLDERS:

This is the first Annual Report of
Texas Utilities Electric Company — a
new corporate entity formed with the
Texas Utilities Company System’s
reorganization, which was effective
January 1, 1984

It is a single electric utility made
up of four divisions. Three operating
divisions — Dallas Power & Lighi
Company, Texas Electric Service
Cormpany and Texas Power & Light
Company — along with predecessor
companies have been providing
electric service in Texas since before
the turn of the century

The fourth, Texas Utilities Generat-
ing Company, was formed in the
early 1970s, when the Texas Ultilities
Company System embarked on its
program to use lignite coal to gener-
ate electricity. The generating divi-
sion is primarily responsible for
planning, engineering, construction
and operation of all power plants.

The new structure offers more op-
portunities for efficiency and cost-
effectiveness in operations. It also
reduces duplication of effort and of-
fers increased financial flexibility. The
organization remains committed to
the high standard of service to cus-
tomers that always has characterized
its operations.

Employees take pnide in providing
good service to customers, knowing
that almost one-third the population
of Texas depends on them for relia-
ble and reasonably-priced electric
service. They take that responsibility
seriously. Because of their dedication,
we are able to provide customers a
high quality of service.

Meeting that goal is especially
challenging in a service area which
continues to experience steady eco-
nomic growth. Mainly because of the
healthy economy of the service area,
more than 92,000 new customers
were added during 1983.

One factor tha! historically has
supported the effort to serve a grow-
ing demand for electricity has been
responsible regulation in Texas. De-
velopments during the year ra sed
uncertainties regarding the rezulatory

umate in the state

A revised Public Utility Regulatory
Act was adopted as part of the reg-
ular sunset ieview by the state Legis-
lature. Change: included revision of
procedures for recovering fuel costs
and establishment of an office of
public counsel. Some preposed
changes that wouid have been detri
mental to elect.ic utility cuztomers —
such as election, instead of appoint-
ment, of Public Utility Commiszion
members — were not enacted

These uncertainties, combined
with inadequate rate iricreases
approved for two operating divi-
sions, contributed to decisions by two
major bond rating agencies to lower
the credit ratings of the Companys
first mortgage bonds from Triple A to
Double A. We are disappointed by
these actions and are committed to
maintaining and improving the
Companys financial strength.

The lowering of the ratings also
reflected industry developments that
were especially disturbing to utilities
with nuclear power plants under con-
struction. These developments
included cancellation of plants under
growing cost and regulatory burdens.

Licensing difficulties at specific nu-
clear plants cast a shadow over the
nuclear industry, and as Comanche
Peaks operation date grows closer,
the process for obtaining its operat-
ing license has become more
difficuit.

Significant construction progress
was made during the year at Co-
manche Peak. A number of major



preoperational tests were completed
on Unit 1, including hot functional
testing of all major plant systems.
Among other milestone events were
delivery of nuclear fuel to the plant,
licensing of 26 reactor operators and

a full-scale exercise of the emergency
preparedness plan in cooperation with
state and county governments.

Nuclear power is essential to the
nation, and “omanche Peak is es-
sential to the service area. Plant
licensing must be inade less time-
consuming and more predictable,
while still allowing public input and
providing for public safety.

In the interim, we recognize the
critical nature of this process and
have placed high priority on doing
everything possible to obtain an op-
erating license for Comanche Peak in
a timely manner.

Progress in use of lignite continued
during 1983, the fifth consecutive
year more than 50% of the electricity
used by customers was generated by
lignite. Savings to customers had
surpassed $2.8 billion by year-end.

In 1983, customers used a record
number of kilowatt-hours of elec-
tricity and set a new summer peak
demand 6.2% higher than the 1982
peax. The average residential cus-
tomer used 12,073 kilowatt-hours.
The average usage was slightly lower
than in 1982, reflecting weather con-
ditions and effective conservation by
customers.

The emphasis on helping cus-
‘omers conserve energy through the
Kesidential Conservation Service
and load management programs
continued in 1983. In addition, a new
Energy Aid Program was introduced
to hein customers who have severe
financial hardships.

The Electric Company’s con-
struction xpenditures in 1983 totaled

$854.3 million, a slight decrease from
$858.7 million the previous year.
Long-term debt financing in 1983
totaled $142 million which included
$125 million of first mortgage bonds,
sold at 12¥4%. The Company also
sold 650,000 shares of preferred
stock for $64 million in 1983 and
sold 5,795,300 shares of common
stock to Texas Utilities for a total of
$190 million. Financial plans in 1984
include an expected sale in March of
an additional 1,853,000 shares of
common stock to Texas Utilities for
$66.6 million and the sale of $100
million in first mortgage and collat-
eral trust bonds in April. More long-
term financing is planned in 1984.
Programs to improve productivity
and control operating costs are con-
tinuing. Even with effective cost-
reduction programs in place, rate
increases were needed during the
year and were approved for Texas
Electric in December 1983 and for
Dallas Power in early 1984. The in-
creases were inadequate, however,
and in March 1984, the Electric Com-
pany filed a request for an 8% increase.
The internal changes which have
taken place ir: the reorganization will
benefit customers through more effi-
cient operations. The transition was
made successfully because of the
dedication of employees, many of
whom accepted reassignment to new
offices and locations. The spirit of
cooperation and pa‘ic~. 2 our em-

ot

ployees showed mcde the changes

much easier, and their efforts are JERRY FARRINGTON

deeply appreciated Chairman of the Board
One aspect of o r operations has and Chief Executive

not changed — th- dedication of
employees to providing he reliable
electric energy nece ssary to sustain
the good quality of life in the area we
serve.



A s ¢ single parent ... | found

it difficult to manage financiall,
Your office staff was extremely help-
ful and understanding during a ven
diffici:l time tin my life. [ personally
thenk vou all again for your pa-
tience and understanding with my
account”



OPERATIONS

PROVIDING QUALITY SERVICE

Providing quality service to cus-
tomers is a commitment that begins
with planning that is aimed at provid-
ing a reliable supply of electricity at a
reasonable price.

It is continued with the efficient de-
sign, construction and operation of
generating plants to produce electriaity
for customers, as well as transmission
and distribution systems to deliver it
to homes and businesses. And it is
carried out through day-to-day per-
sonal contact between customers and
employees.

At the end of 1983, service was
being provided to almost 1.8 million
customers, an increase of 92,000, or
5.5%, over the number served a year
before.

Customers set a new peak demand
of 14,029,000 kilowatts on August 15,
1983. During the vear, kilowatt-hour
sales reached a record 62.7 billion.
About 55% of this generation was
fueled by lignite, which has been used
to produce more than half the elec-
tricity provided to customers in each
of the last five years.

In 1983, the average cost of lignite
was $0.92 per million Btu. By contrast,
the cost of natural gas averaged $3.74
per million Btu. The average cost of
all fuel used in 1983 was $2.24.

CUSTOMER ASSISTANCE

An important part of the commit-
ment to customers is making it as
convenient as possible for them to
communicate with employees about
any aspect of their electr.c service. In
that regard, telephone service person-
nel in the Dallas and Fort Worth of-
fices alone responded to more than 1.6
million calls in 1983,

Average billing programs are of-
fered to customers to help even out
highs and lows in monthly bills.

Some customers need additional
time to pay bills, either because of

temporary financial hardship or be-
cause weather conditions have caused
bills to be unusually high. Customer
representatives stand ready to help
customers arrange workable payment
schedules.

Under a “special friend” third-party
notification plan, a notice can be sent
upon request to a third party if an
amount is past due. This service is
particularly useful to the elderly and
their families.

Energy Aid Program

An Energy Aid Program was begun
in January 1983 as a means of helping
people with severe financial hardships
pay their energy bills

The program is designed to help
needy senior citizens, people who are
ill or disabled or those whose financial
setbacks make them temporarily un-
able to pay for essential energy
services.

By vear-end, the Company, its cus-
tomers and employees had contrib-
uted more than $475,000 to the
program. More than 5,300 customers
had received assistance.

EMERGENCY PREPAREDNESS

Emergency preparedness planning
is designed to maintain electric ser-
vice to customers during emergencies
and to restore it as soon as possible
when it is interrupted.

Emergency and disaster prepared-
ness plans outline responsibilities and
provide methods to mobilize em-
plovees during emergency conditions.

Specialized equipment that includes
weather radar and communications fa-
cilities also is available to assist in
emergencies.

The Texas Utilities System Opera-
tions Center, a part of the generating
division, acts as the North Texas Se-
curity Center for the Electric Reliability

Sk:llfrl. dedicated employees, such
as the linemen and servicernan shown
above, help provide a high quality of
service 1o customers.
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An employee came to my

home to do an energy efficiency
inspection ... | was amazed at hou
well educated and versed she was
on all topics of home energy ... All
my questions were answered thor-
oughly and in laymans terms’”



Council of Texas. In that role, it
monitors the generating reserves ol
utilities in the North Texas area to
miake sure an adequate supply of elec-
tricity remains available

Record-setting Winter

The dedication of employees to
maintaining electric service to
customers during the most severe
weather was demonstrated in late
December 1983, when Texas was sub-
jected to a 13-day stretch of record-
breaking cold.

A key factor in continuing reliable
service during the cold spell was the
commitment of employees. Addi-
tionally, lignite generation, the System-
owned gas pipeline network and stra-
tegicallv-lccated oil and gas storage fa-
cilities provided the necessary fuel
flexibility when commercial gas sup-
plies were curtailed. Another irnpor-
tant factor during the extreme cold was
a long-stand’ng equipment mainte-
nance program that provided substan-
tial freeze protection at power plants.

Customers also helped avert state-
wide shortages of electric power by
responding to requests for voluntary
curtailment of all except essential use
of electricity.

Texas Public Utility Commission
Chairman Alan R. Erwin praised the
efforts of employees in meeting the
emergency. “It was the individual util-
ity workers who spent their holidays
working under extreme conditions
who really saved the system,” he said.
“| assure you that | have a great new
respect for the people who work for
the electric utilities of Texas”
CONSERVAITON SERVICES

Conservation pays dividends to
customers — in savings on their bills
and in the preservation of valuable
energy resources.

Load management, which includes
providing incentives to encourage use
of high-efficiency electrical equipment
— especially air conditioning — and

construction of energy-efficient build-
ings, also pays off in direct savings to
customers. Further, conservation and
use of efficient equipment lower the
growth in demand for electricity and
reduce the need for new generating
equipment in the future.

Residential Conservation

Through the Residential Conser-
ation Service Program, free on-site
analyses of household energy use
are offered. Energy specialists advise
customers on what they can do to
improve home energy efficiency, how
much the improvements are esti-
mated to costand how much customers
can expect to save on utility bills
if they act on the recommendations.

Numerous other conservation pro-
grams and educational matenals are
available from customer represen-
tatives, home service advisors and
educational services specialists

Infoimation available through these
programs — and from numerous
booklets and pamphlets — covers
economical energy use patterns for
family members, free or inexpensive
do-it-yourself methods for improving
home energy efficiency, effective
home construction standards and cost-
effective equipment and lighting
selections.
Load Management

Load management activities include
the E-OK Bonus program, under
which customers and homebuilders
are given incentives to install high-
efficiency air conditioning units or heat
pumps in new or existing buildings.
The E-OK program also has a goal of
reducing the size of air conditioners
installed in new homes by encourag-
ing construction of more energy-
efficient structures.

~ '171.’”{"' conditions activate emer

gency plans veather
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Cwbmum n services and produc-
tivity are high-prionity iterms. Top '
bottom: learning conservation ten-
niques through hands-on training and
in school: checking inventory in a
plant mainfenance storeroom, and re-
placing a substation transformer

Incentives also are provided to en-
courage installation of thermal energy
storage systems by commercial, indus-
tnal and municipal customers to allow
cooling equipment to be operated dur-
ing off-peak periods
PRODUCTIVITY

Maintaining quality of service to
customers while holding operating
costs as low as practical remains the
primary goal of programs to improve
productivity.

Data processing innovations and
expanded use of computers continue to
save money and enhance productivity
through such programs as a Distribu-
tion Informaticn Svstem in Fort Worth
and Informatior: Centers in Dallas and
Fort Worth.

The Distribution Information Sys-
tem makes it easier for distribution
engineers to gather and use informa-
tion; improves accuracy of cost esti-
mates, load forecasts, planning and
construction estimates, and reduces
the time necessary to make compli-
cated calculations.

The Information Centers are de-
signed to make the advantages of
computers available to employees
who do not deal with data processing
on a daily basis. They offer training in
the use of software products and
terminals.

Production and Safety Records

A number of productivity records
were set during 1983 by employees.

Lignite was used to generate almost
35 billion kilowatt-hours during the
year, the highest annual total since the
Company began its major lignite gen-
eration program in 1971.

Production of lignite also surpassed
that of previous vears. Mining opera-
tions at three of the lignite plants —
Big Brown, Martin Lake and Monti-
cello — produced 28,776,000 tons. On
December 7, 1983, the Companys 200
millionth ton of lignite was mined.

Throughout all areas of employ-
ment, safety 1s a basic commitment
supported by ongoing programs
and recognition for outstanding
achievements

Dedication by employees to safety
led to a national record being set in
1983 at the Monticello lignite plant at a
time when generation productivity
was at record levels. On December
27, the power department achieved
four million man-hours without a lost-
time injury — the most ever attained
by a coal-fueled power plant.
Reorganization

The reorganization of the Texas Util-
ities Company System is a major step
reflecting a commitment to efficient
operations and overall cost control

The reorganization brought about
cost-savings in 1983 by allowing re-
duction in the work force through
normal attrition and an early retire-
ment program. During 1983, while the
number of customers increased, total
employment was reduced by more
than 350.



PLANNING FOR SERVICE
RELIABILITY

Long-range planning is a prere-
quisite to providing a reliable supply of
electricity at reasonable prices. An ex-
ample of such planning, which is help-
ing hold down costs to customers
today. is a program begun in the late
1960s to diversify fuel sources and re-
duce dependence on natural gas, the
fuel once used to generate essentially
all the electricity in Texas
Fuel Supplies

Reserves of relatively inexpensive
lignite coal were under lease because
acquisition of the east Texas lignite had
begun in the late 1940s. In addition,
plans for the use of uranium, also a
low-cost fuel by comparison to gas,
hegan in the early 1970s.

Because of this long-range planning
an estimated 845 million proven
recoverable tons of lignite fuel are
available for use.

The savings to customers from the
use of lignite continue to grow, reach-
ing more than $2.8 billion by the end
of 1983 compared to the cost of the
same amount of electricity produced
by natural gas.

Enough uranium is under contract
for the first 17 years of operation of
each Comanche Peak unit. Long-term
contracts for related fuel processing
services other than disposal of spent
fuel also have been signed.

The Nuclear Waste Policy Act of
1982 authonized a plan under which
the federal government will develop
interim storage and permanent dis-
posal facilities for spent fuel. Adequate
storage for spent fuel is available on
site for at least 17 years of operation,
and this storage capacity can be
increased.

Texas Utilities Fuel Company, the
Electric Company’s supplier of natural
gas, has acquired such fuel under con-
tracts expiring at intervals through
2003. Effective December 31, 1983, the
Old Ocean Fuel Company, formerly
a subsidiary of Texas Electric, was
merged into the Fuel Company

Oil storage capacity available totals
about 6.9 million barrels. The oil is
used primarily when natural gas sup-
plies are interrupted or curtailed.

Construction

Construction of new generating
plants to use lignite began in the late
1960s, and in the early 1970s, the
Company began building its Co-
manche Peak nuclear plant.

The major part of this construction
program has ended. Nine lignite-
fueled generating units are in opera-
tion, and Comanche Peak is nearing
completion.

Four other lignite units remain un-
der construction, scheduled for service
between 1989 and 1991, to help meet
the growth in need for electricity by
customers

Construction also began on a new
facility to house the System Operations
Center, which will allow more efficient
dispatching of the generation of elec-
tricity from power plants.

At least 25% of 1983 construction
expenditures involved work on the
transmission and distribution system,

much of it because of customer growth.

'I:(llmnu, safety and productivity are
nartners. Top to bottom: testing effec-
tiveness of safety gloves; new safety
goal for Monticello plant; training in
plant operations, and operation of the
Distribution Information System
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T‘anks for the very interesting and
educatioral trip to the Comanche
Peak Steam Electric Station ... It
seems a shame that more people
do not learn about the positive side
of this source of energy”



Construction expenditures in 1983,
including an allowance for funds used
during construction, were $854,307 000
(excluding nuclear fuel). It is estimated
that such expenditures for 1984, 1985
and 1986 will be $881,000,600,
$894,000,000 and $1,248,000,000,
respectively

The schedule for the generating units
under construction is:

Capability Service

Station — Unit Fuel kilowatts) Date
Comanche Peak | Nuclear 1010,000° 1985
Comanche Peak 2 Nudear 1010000* 1986

Forest Grove | Lignite 750,000 1989
Twin Oak | Ligniie 562,500 1989
Twin Oak 2 Lignite 562,500* 1990
Martin Lake 4 Lignite 750,000 1991
*Net capability to the Electric Company
Estimates Revised

During the 1983 annual review of
the construction program, schedule
changes were made affecting
Comanche Peak and Unit 1 of the
Twin Oak lignite plant. Based on cur-
rent estima'es, the first Twin Oak unit
will not be needed until 1989, and its
service date was deferred one year

The estimated fuel load date for
Comanche Peak Unit 1 was re-
scheduled from December 1983 to
mid-1984, with the unit expected to be
in full service in early 1985. Operation
of Unit 2 is expected approximately 18
months after Unit 1.

Comanche Peak Unit 1 was 97%
complete at the end of 1983, but re-
maining work — such as painting,
electrical cables, documentation, final
inspections and testing activities — is
taking more time than previously al-
lowed for in scheduling. At the end of
the vear, Unit 2 was 65% finished, with
the overall project being 84%
complete.

The total estimated cost of
Comanche Peak also was revised
from $3.44 billion to $3.89 billion. Of
the total, the Company’ share is $3.31
billion, or $1,640 per kilowatt. The cost
of Comanche Peak is among the
lowest of the nations nuclear plants
planned for service in the mid-1980s,

with its cost per kilowatt aimost 30
below an average of $2,300 per kilo-
watt for comparable plants

The Company owns 873%% of
Comanche Peak. Other owners are
the Texas Municipal Power Agency.
6.2%; Brazos Electric Power Cooper-
ative, Inc., 3.8%, and Tex-La Electric
Cooperative of Texas, Inc., 24
Comanche Peak Milestones

The Comanche Peak nuclear plant,
with its 2,300,000 kilowatts of gen-

erating capacity, will be essential to (os& of Comanche Peak
providing a continued supply of relia- ve. Natienal Averuge
ble electricity to the Company’s Ntional Average  $2,300/kw
customers.

During 1983, significant progress Comanche Peak $1,640/kw

was made at the plant. At year-end,
Unit | was almost complete.

Milestones achieved during the year
included

* The structural integrity test to ver-
ify the strength of the containment
building.

* The integrated leak rate test to en-
sure the containment building meets
design criteria for being airtight.

» Hot functional testing, a check of
all major plant systems.

» Awarding of operating license cer-
tificates by the Nuclear Regulatory
Commission to 26 reactor operators.

* Delivery of fuel for Unit 1.

* Full-scale exercise of the
Comanche Peak emergency prepared-
ness plan in cooperation with state
and county governments.

Licensing Hearings Continue T Comanchs Ak nacker ol
Further public hearings on the ap- ame & fiimber of skps coser 1o 60
plication for an operating license for eration in 1983, At top: the first 2¢
Comanche Peak were conducted in reactor operators to receive their li
1983 by an NRC Atomic Safety and censes display certificates. Bottom: a

[ of

Licensing Board. The ASLB has sched- " cmying part of fie st i
uled additional sessions in 1984. TR,
All but one of the 25 contentions
orginally raised by intervenors and
the NRC staff either have been
dropped or fully pursued.



’I:unk vou for the ‘errific show |
learned a iot | learmed about con-
serving energy and | am going to
rerriind my family about conserving
energy . . | learned about power
plants and that you should shut the
door when [ go outside and lots of
other things”



The remaining issue concerns the
construction quality assurance pro-
gram. Management has been com-
mitted to a strong and effective quality
assurance program since construction
began. During 1983, this commitment
was reemphasized to all plant em-
ployees through a series of meetings
and print communications.

Several technically-qualified inde-
pendent groups have evaluated spe-
cific aspects of the Comanche Peak
project — including Sargent and
Lundy, a consulting firm with exten-
sive experience in the nuclear industry
as an architect-engineer, and Cygna
Energy Services, a California-based
consulting firm. These groups have
concluded that Comanche Peak is
being managed properly and built for
safe, reliable operation. They have
found no significant problems that
would affect the safety of the plant.

In I>te 1983, however, the ASLB
expressed concern about the design
quality of the plant and asked for fur-
ther assurances that the plant has
been designed and built properly. The
Board requested that the Company file
a plan to help resolve its concerns. A
plan calling for further testing and
analysis, preparation of detailed testi-
mony and documented evidence and
expansion of the independent assess-
ment previously conducted by Cygna
Energy Services has been presented.
Management is committed to provid-
ing the assurances the ASLB has re-
quested and believes the plan will
fult 1l that commitment.

t'owever, the uncertainties created
by ti'ese proceedings and related legal
and 1gulatory developments are of
concer.\. The Company cannot predict
what effe -t these matters may have on
the projecv>d completion cost or ser-
vice date of the plant.

Research and Development

The Company is involved in on-

going research aimed at finding new

energy sources and technologies to
improve reliability of electric service
and lower its cost.

The Environmental Research
Center at the Big Brown lignite plant is
a center for graduate-level study and
research carmed out under the direc-
tion of an independent committee of
university professors. These studies
have contributed to significant cost
savings and improvements in mining
efficiency, land reclamation, environ-
mental protection and other lignite
operations.

The Electric Power Research In-
stitute, which is supported by the
Company and other electric utilities in
the nation, currently has more than
1,500 research projects underway. In
addition, the work of the Texas Atomic
Energy Research Foundation, which is
helping develop nuclear fusion as a
future energy source, is supported.

RATES AND REGULATION

Texas Electric applied for higher
rates in June 1983 and in December
received an order from the Public
Utility Commission of Texas authoriz-
ing an increase in operating revenues
of 6.1%. The rates were placed into
effect in December.

Dallas Power applied for higher
rates in July 1983. In January 1984, the
PUC issued an order granting an in-
crease in operating revenues of about
6.5%. Billing or: the new rates began
in February.

The increases were the first for
Texas Electric since October 1980 and
the first for Dallas Power since March
1981.

Texas Power received an order
from the PUC in June 1982 which
authorized an increase in operating
revenues of 5.8%. The rates were
placed into effect in July 1982.

Texas Utilities Electric Company
filed a request for an 8.0% increase in

Al tivities at Comanche Peak were

vaned. Al top: employees prepare for
emergency plan exercise and, center, a
tour of the Visitors Center is conducted
Battom: at the Environmental Re-
search Center, located at the By
Brown lignite plant, effects on wildlife
are studied



Empltnm. at top, package mate-
nials in preparation for filing a rate
case. Bottom: data processing helps
improve efficiency and hold down
costs in many phases of operation.

Systemwide rates in March 1984. The
PUC had specified, in its December
1982 order approving the System$s
reorganization plan, that rate filings
after Jannary 1, 1984, be filed on a
combined basis for the Electric
Company.

Regulatory Act Amended

In 1983, the state Legislature ex-
tended the life of the Public Utility
Commission and made several
amendments to the Texas Public
Utility Regulatory Act of 1975. The
amended PURA became effective
September 1, 1983.

Major changes affecting the electric
utility industry included eliminating the
use of an autornatic fuel adjustment
clause. All rate changes resulting from
fuel cost changes must receive prior
approval from the PUC after a public
hearing. The legislation also created an
office of public counsel to represent
residential and small commercial con-
surners before the PUC.

Construction work in progress is to
be an exceptional form of rate rehef. It
may be placed in the rate base if it is
necessary to the financial integrity of
the utility and if the construction proj-
ect has been planned and managed
efficiently.

The Act sets certain time limits for
action by regulators on proposed rate
changes. It was amended to provide
for an increase from 125 to 185 days in
the period after filing of an application
before new rates may be placed into
effect under bond.

Fuel Cost Recovery Riile

Pursuant to amendments niaue
the PURA, the PUC in July 1983
adopted an emergency amendment to
its substantive rules to provide that,

after the effective date of the new Act,
no automatic fuel adjustment clause
would be allowed. Recovery of all fuel
costs would be subject to PUC ap-
proval and would be part of base rates.

Each investor-owned electric utility
in Texas was required to file with the
PUC information necessary to estab-
lish an intenim fixed fuel factor to
become effective with September con-
sumption and to remain in effect until
permanent factors were established.

No less than 12 months after imple-
menting a change in fuel cost recov-
ery, a utility is required to request
reconciliation of any over-recovery of
fuel costs and may request reconcilia-
tion of any under-recovery of fuel
costs. The rule provides that emer-
gency requests to change the fixed fuel
factor must be acted on within 30 days
by the PUC if unforeseeable circum-
stances substantially change the cost of
fug! from the approved factor

Dallas Power, Texas Electric and
Texas Power jointly filed the req ired
information and were granted an inte-
rim fuel factor. In July, applications
were filed for a new fuel factor to
become effective in January 1984
based on the Electric Companys esti-
mated fuel cost per kilpwatt-hour dur-
ing 1984. In December 1983, the PUC
reranded an examiners report in the
case to be amended with the stipula-
tion that recovery of fuel costs be
based on a historical test year adjusted
for “known and reasonably predict-
able” changes.

On January 12, 1984, the PUC
adopted its final rule relating to fuel
cost recovery. The provisions of this
final rule are substantially the same as
the emergency rule. The Company
cannot predict how this rule will be
further interpreted or applied:
however, any significant delay in the
recovery of actual fuel costs may in-
crease financing requirements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF CPERATIONS.
Liquiniry Anp Caprial RESOURCES

The primary capital requirements of the Company for
1983 and as estimated for 1984 through 1986 are as follows:

1983 1984 1985 1986
Thousands of Dollars

Construction expenditures

(excluding AFUDC) ... ... $696,000 $713000 $732000  $1.115.000
Nuclearfuel. .............. 45000 79000 70000 48000
Maturities of long-term debt and

sinking fund requirements . . 34000 45000 46,000 41,000

L T $775000 $837.000 $S48000 $1.204.000

For detail concerning major new construction work now in
progress or contemplated by the Company and commit-
ments with respect thereto, see Construction

The Company generates funds from operations sufficient
to meet operating needs, pay dividends on capital stock
and finance a significant portion of capital requirements.
These funds are derived from net income, depreciation,
deferred taxes and investment tax credits. Factors affecting
the ability of the Company to fund a portion of its capital
requirements from operations include adequate rate relief
and regulatory practices allowing a substantial portion of
construction work in progress in rate base, adequate de-
preciation rates, normalization of federal income taxes,
recovery of the cost of fuel used in the generation of
electricity and the opportunity to eam competitive rates of
return required in the capital markets. For 1983, approx-
imately 51% of the funds needed for construction was gener-
ated from operations.

External funds of a permanent or long-term nature are
obtained by the Company through the sales of commor.
stock to Texas Utilities, preferred stock and long-term deb:t.
The capitalization ratios of the Company at December 31,
1983 consisted of approximately 41% long-term debt, 11%

preferred stock and 48% common stock equity. Similar
ratios are expected to be maintained in the futire. To
provide for immediate cash requirements during periods
between long-term financings, the Company obtains short-
term loans from Texas Utilities, which had lines of credit
with commercial banks aggregating $300,000,000 at De-
cember 31, 1983. The Company does not maintain separate
credit arrangements with barks or other lenders.

The Company expects to sell securities as needed, in-
cluding (i) the anticipated sale to Texas Utilities in March
1984 of 1,853,000 shares of its authorized but unissued
common stock for $66,550,100, (ii) the anticipated sale in
April 1984 of $100,000,000 of first mortgage and collateral
trust bonds, (iii) the possible future sale by the Company of
up to 350,000 shares of preferred stock currently registered
with the Secunities and Exchange Commission for offering
pursuant to Rule 415 and (iv) sales of additional securities
from time to time in amounts and types presently undeter-
mined. Although the Company cannot predict future regula-
tory practices and is to some degree exposed to fluctuating
economic and securities market conditions, it does not
currently expect any changes in trends or commitments
which might significantly alter its basic financial position or
ability to finance capital requirements. The new organiza-
tion resulting from the merger should provide greater
financing flexibility and achieve additional economies and
efficiencies. (See Rates and Regulation and Note 9 to
Financial Statements.)

See Financial and Operating Statistics for additional
information.



Resutrs oF OPERATIONS

Operating revenues lLave increased $249,962,000 for
1983 and $499,615,000 for 1982 primarily as a result of the
recovery of higher fuel costs, increased rate levels and
increased energy sales. Energy consumption is affected by
material vanations in weather conditions. Temperatures
dunngl%(im'erelau\etymlld to the tem-

experienced during 1982 and 1981, which were
mhhvelymm\al (See Rates and Regulations and Operat-
ing Statistics.)

Fuel and purchased power expense increased primarily
asamultdh»dlermmmstsdmelconsumedand
increased generation. (See Operating Statistics.) Operation
and maintenance expenses have increased as a result of
inflationary pressures on the cost of labor, materials and
services. In 1983, such inflationary pressures were offset
somewhat by cost control measures taken by the Company
and by a reimbursement of approximately $17,000,000
from a municipality representing water payments charged
to expense in prior periods. (See Note 9 to Financial
Statements.) Increases in taxes other than income re-
sulted primarily from increases in revenue and property
based taxes.

Increases in allowance for funds used during construction

are primarily attributable to the increase in the AFUDC rate
emuvejammylmandmmmelevddcon-
struction work in progress of the Company not allowed in
rate base by regulatory authorities, and also for 1982 to the
interest capitalized (net of tax) upon the assumption of the
2% interest in Comanche Peak released by Tex-La Electric
Cooperative of Texas, Inc. (Tex-La) Other income and
deductions — net and related federal income taxes for 1983
are lower than prior years primarily because of the gain on
the sale of the 24% interest in Comanche Peak in 1982 and
the expiration of income from Alcoa for the construction of
generating facilities placed in service in 1981.

Other interest charges were higher in 1982 as a result of
the interest paid Tex-La on the portion of Comanche Peak
released by Tex-La and in 1981 due to higher interest rates
paid to Texas Utilities on higher loan balances.

Net income for 1982 included an increase of approx-
imately $3,400,000 as a result of the sale of the 2¥:%
interest in Comanche Peak. (See Note 8 to Financial
Statements.)

The Company expects to pursue adequate and timely
rate relief in the future to offset the effects of increases in
the costs of providing electric service.

The Company has prepared supplementary information
concerning the effects of changing prices in compliance
with the reporting requirements of Financial Accounting
Standards Board Statement No. 33: such information is
included on pages 32 and 33.
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Year Ended December 31,

1983 1982 1981
Thousands of Dollars
e R A e $3487626  $3237664  $2.738049
OPERATING EXPENSES
e i S e e e P M UG St 1617.809 1452,334 1,143,770
T R R N M A R T 397,006 393,527 323,024
N e R B R S e L L D e I L 228277 223247 192,885
e R T e R G R N A S N 191,944 179,509 167,856
LT T e e e S e L R 232216 224,085 237,067
T T R G A W P e MR I S G 205,822 185,907 167 472
TR OPITMINE OIS , . . .. oviviinssssahasansnsisessisnssneetsannss 2873074 2,658,609 2232074
e TR T e e T R e O S e S S S b e I G e L e e 614,552 579055 505,975
OmHER INCOME
Allowance for equity funds used duringconstruction . . .. ............ ... ... ..o 118,032 97279 70,381
Otherincome and deductions — net ... ............viiiiiiiriiiiieins : 7491 16,820 14,325
Pederal ICOME IS NOIEG) ... ... 0 iiiionisihsonshonsmnonsnosssrsssineeos (3.821) (8,281) (6.643)
R I s e e o L i i e i e e 121,702 105,818 78,063
R e e A R T SR | A L T e S 736,254 684,873 584,038
INTEREST CHARGES
T o S VR e AL LN L0 S R o 233,884 202,707 157,238
Intereston other longlermdebt . ... ................ ...l 12,315 14,291 14,451
T R AR et DA TR L et Dot e et e S S LN 9,643 2301 20,465
Allowance for borrowed funds used duringconstruction . ... ......................... (40,489) (38,765) (23,576)
s G RN e S A R S R 215,353 202134 168,578
R G R T ke g S O e My e e e S TR B R 520,901 482739 415,460
g e o e Al U Ot L G S S S 51,582 46,329 46,329
NET INCOME AFTER PREFERRED STOCK DIVIDENDS .. ... ..o, $§ 469319 § 436410 $ 76913




Texas Utilities Electric Company
STATEMENT OF SOURCE OF FUNDS FOR CONSTRUCTION

Year Ended December 31,
1983 1982 1981
Thousands of Dollars
Funbs FrOM OPERATIONS
B o P 2 e o xRy R e R s s e e W e e M L $520,901 $482,739 $415,460
T T AR R SR T AR T SR R S W S o e SR L 191,94 179,509 167 856
Deferred fed.al INCOME tAXES — NEL . . .. ... ...ttt it i vineeenns 82328 76,389 53,177
T T T T e S N L S S e 53879 72548 50,475
Allowance for funds used duringconstruction . ........... ... ... i (158,521)  (136,044) (93,957)
¥ T G (s S S CNL ER 690,531 675,141 593,011
Less — Dividends declared:
T TR SR AT R e L A S O SRR 51,582 46,329 46,329
R R I L A S ST LI D N e R ol 283,392 241,38] 205,656
R I I - T s e e Dt A s e s A e B s A e e o 334974 287,710 251,985
Netfunds fromoperaions . ...................cooiuiiniiiiiiiiiiinineinans 355,557 387,431 341,026
Funps FROM FINANCING
Sales of securities:
T e ER A e RS R R e Ve S ST M (RE g e L 142,079 300414 218,507
A R e AR O e R SRR S T TR — 4215 3677
T RS kR S S T Mt TR it N VR B i T 64,366 - —-
o T R NS R N A ALIVTE Fa R R Dk MO 189,895 105,056 150,000
Retirementof long-termdebt . ... .. .. ... ... ... i (34,456) (23,653) (15.327)
Increase (decrease) in notes pavable to Texas Utilities (pavent) . ... ............ ........... (34,660) 39,230 (99,600)
T T T T R S R D S B e I R s LB S 327224 425,262 257,257
Oruer Sources (Uses) of Funps
Changes in working capital, excluding notes payable and long-term debt due currently:
Cash in banks and temporary cash investments .. ......... ... ... ................ (3,020) 56,963 (55.403)
R AP ER I T D o i M A e B A (32,298) (21,722) (34.388)
T N R A o S e R LA SN S it SIS T e i 54,656 (28,012) (24.836)
I I o s G s g e & e P S S TATAr AR St d s Bt 9,366 3,707 6,948
I o e L e e e Iy w2 = b Vb g s 21,259 (1132) 35,406
Advance payment on sale of electric plant (Note 8) ... ......... ... ... ... ... i — (90.420) 90.420
o Y AR o T R i L BT o o e R A G A 27,356 (6,345) 20,606
T RS O S T R NG el TS IRl MR (G S RS 77319 (86.961) 38,753
T e e e e T S A L T S o e S S e S S e U (45,381) (29.551) 4271
AT T T T R SN R AN PR LS SR Sl A SR A Sl —_ 36,220 -
I I L L e e g i s iy R b By Hababaa s (18.933) (9,762) (5,554)
Netother sources (uses)offunds .. ......... ... ... iiiiiiiiiiiiiinenn, 13,005 (90,054) 37,470
s S R e e ek B R L b O e e SO ol R i $695,786  $722639  $635,753
CONSTRUCTION EXPENDITURES
R A S S RS | ST S e S R $854307  $858683 $729.710
Allowance for funds used duringconstruction ... ... ... ... (158,521)  (136,044) (93.957)
ConstrucTion Expenormures (excluding allowance for funds used during construction) .. ... . .. $695.786  $722639  $635753
See accompanying Notes to Finandal Statements.
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Texas Utilities Electric Company

BALANCE SHEET
December 31,
AssETs 1983 1982
Thousands of Dollars
ELectric Prant
In service:
L B RS e e SR SO A RN P R S SO e e, et o $2,759413 $2,750.855
C s TR TS o ot S S S E P G e SR I SR A 1,014,929 946,138
LT T R R R SRR S T S T T g B e e S e N P U o i S 1917418 1,733,862
e S e T LSRR PR SR e et ey sy SO [ ety g 215216 191757
LRt PRI A S e e L R Y o o E SR M LT LS 5.906,976 5,622,612
T R N e TR B U S PR SR T RS SO 3,037,817 2,529,366
L A R R e O S N R AR ST SR e TR e e 156,088 110,707
LT T T SR BRI TR W SR i R R e SRR LORRE. S e S 7175 6213
S o S sl m il A I b B i e o B o s A O s o e 9,108,056 8,268,898
T R R S e e L i g S oy (R eI SR 1,687,098 1,539,486
Electric f ant, less accumulated depreciation . .. ... 7420958 6729412
T T e T e A e N SRl e R S e it e P L et ettt 15 E DR 3,552 3,366
CURRENT ASSETS
LT A G S s AT G e S R D e e R e st e 12,587 12,567
Temporary cash . VeStMENts — a8 COBE .. ... ... ....iiunet ettt i 3,000 —
T R ey AR S S L SR % R SIS RS i RS 27076 17,464
Accounts receivable:
s A R I R S 5 S i Ce R R Rl e e LR T 207,771 170,814
sk WRORTT IR S T M S DR R e r s G il SR R Wl e 17.275 21,892
T T R T S S S e it DL SR L S R (8,999) (8957)
Inventories — generally at average cost:
T AR S R A S e B GG e S SO Y A 50,194 50,841
L TR RO N E e e A E R R A SN S e e ORI U A g 59,807 113816
T A A SR R R IS TR I P S SO e R 38724 38821
e U SR A e e A e L R e S 14,783 28,745
T SR R A A RS b BN S RS, [ et ¥R 422218 446,003
T o S AN 7 o W G A PR SR M Sy R RS R S oy S 50,693 17,726
ST R R e N L R R LT AR M SRR U LT L el $7.897421 $7.196.507
See accompanying Notes to Financial Statements.
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December 31,

LiaBiumes 1983 1982
Thousands of Dollars
CAPITALIZATION
Common stock — without par value (Note 3):
Authorized shares — 180,000,000
Outstanding shares — 1983, 90,947,000; 1982, 85,151,700 .. ... ... ... .. ..coiiiiiiiiiniinnn. $2,108,450 $1,918,555
T e AR N SRR AU SR B LG ORI NS e Py 932,260 746,333
T R R T R S NI B N T R SN SR SR A 3,040,710 2,664,888
Preferred stock (Note 3):
T T T SR R e U S et SRR T G 8 629,779 600,109
Subiect 0 SRIIDEY POBMIIDMON . . . . ..o oiviihisiiaiiesitiistninents it sk ann e raaes 34,696 —
Long-term debt, less amounts due currently (Note 5) .. .. ... 2,592,152 2496,773
IR 5 . C6: - - e i sk gk S A o bt 6% bk d e 40 DR PRSP 6,297,337 5,761,770
CURRENT LIABILITIES
Notes payable — Texas Utilities (Parent) .. ................ccoiviiiiiiiiiiiiiinerricinenanons 37,570 72,230
Longermdebidue COMENIY . ...........ccoiuiimiaiiniiarairansa s siahrara e teras 45,000 34,000
c T T R R N SR N SNy S s e T R 82,570 106,230
Accounts payable:
e e B e i S e TS SR O I G M A i 129,521 107,139
LA P L M IR A S TS R R e U Py [ AR R (o n A 59,411 72427
B Gl . & e A vt For ol o L RS b 6 e % T i 13,314 11,582
T TR RS R AR Serr iy e TR G R SO S RS S o 29,541 25425
R e e L e S b S A ST P e T o 182,416 161,157
T e SR N S R TR S D [ O ST e ) s R R T e 71,747 67,168
T A SR e R Eag LIE R S S N P R T B S SR T W 41,621 29,139
Total current liabilities . .. ............ L e 610,141 580,267
RESERVE FOR INSURANCE AND CASUAITIES . . ..« . ovvveinneenninnnens A oS AR U LM LI e T 11,747 9,003
AcoUMULATED DEFERRED FEDERAL INCOMETAXES . .. ... coviinsimnennavseshonsosnssnsnnsssnnnsus 485,150 404,547
UNAMORTIZED FEDERAL INVESTMENT TAX CREDITS . ... tvvinrivrsveinnannnnesssnsnnanssnsnssosas 493,046 440,920

R e R SR G B L D 1897421 $7196507




Texas Utilities Electric Company

STATEMENT OF RETAINED EARNINGS
Year Ended December 31,
1983 1982 1951
Thousands of Dollars
BRI A BIECIINIMG OF WEBAR . . oo v b tndiensmsniensin s cnt enst s Caed s $ 746,333 $ 551304 $487 829
T T T TR AL S S e S Al S UE U e A R 520,901 482,739 415,460
A Al R e S e R o SR O el e 1,267,234 1,034,043 913,289
Depucr
Cash Dividends
Preferred stock:
$ 450 series ($ 450 pershareperannum) ................. .........0....... 335 335 335
4.00 series ($ 400 pershare perannum) ..................coireirnennn.n. 280 280 280
4.56 series ($ 456 pershareperannum) .................... .. ... 0., 610 610 610
4.00 series ($ 400 pershare perannum) ..................coiiiiiniiina... +Ho 440 440
456 series ($ 4.56 pershareperannum) .................................. 296 296 296
424 series ($ 424 pershareperannum) .................oiieirinnieiinnns 424 424 424
464 series ($ 464 pershareperannum) ...................ooiiiiiiiiiia... 464 464 464
484 series ($ 484 pershareperannum) ........... ..., 339 339 339
4.00 series (3 4.00 pershare perannum) ...................oiiiiiiiii.. 280 280 280
4.76 series ($ 476 pershareperannum) ...................c..coiiiiiiiin., 476 476 476
5.08 series ($ 5.08 pershare perannum) ...................ccooiiiiiiia... 407 407 407
480 series ($ 480 pershareperannum) . ................ ..., 480 480 480
444 series ($ 444 pershareperannum) ...............c.covireinniiniinn. 666 666 666
720 series ($ 720 pershare perannum) ..................c.cveeineinnennn. 1,440 1,440 1,440
780 series ($ 780 pershareperannum) .. ...................ociiiiiiia... 2,340 2,340 2340
892 series ($ 892 pershareperannum) .....................coiiiiiiii... 1784 1,784 1,784
6.84 series ($ 684 pershareperannum) ....................... ...l 1,368 1,368 1,368
724 series ($ 724 pershare perannum) .................ccovveeeriininanns 1,810 1810 1810
744 series ($ 744 pershare perannum) ...................c.ooveuinanenns 2232 2232 2232
748 series ($ 748 pershareperannum) ................coiueieiiininann.. 224 2244 2244
8.20 series ($ 820 pershareperannum) ...............cccevveioiennrannns 2460 2,460 2,460
844 series ($ 844 pershareperannum) ..............coovivvinrininiannns 2,532 2,532 2,532
9.32 series ($ 932 pershareperannum) ...............c.o.cviiiniiniiiins 2,7% 2,796 2,796
9.36 series ($ 936 pershare perannum) ................cc.oiiiiiiiiiiiian, 2,808 2808 2,808
8.68 series ($ 868 pershareperannum) ..................o.iiiiiiiiiia,. 2,604 2,604 2604
816 series ($ 8.16 pershareperannum) ..................c.ociiviiiiian., 2448 2448 2448
832 series ($ 832 pershareperannum) ...................ciiiiiiiiian... 2496 2,496 249%
884 series ($ 884 pershare perannum) ....................iiiiiiiiin... 2,652 2,652 2,652
10.92 series ($1092 pershare perannum) ...................ovveierinenenn. 3276 3276 3276
10.12 series ($10.12 pershare perannum) ...................cccoiiiiiiiia. 3542 3542 3542
10.08 series ($10.08 pershare perannum} . ...............c..oovvinininenn .. 2,725 — —
11.32 series ($11.32 pershare perannum) ...... ...........ccoieerinninennn. 2528 — —
Common stock (per share: 1983, $3.19; 1982, $2.86; 1981 TR e s o B 282,376 241381 205,656
y T R e S N P T M VI SN R 333,958 287,710 251,985
Dividends other than cash (Note 1) .. ......... ... ... i, 1,016 — —
I = i v e wn T v s 4 L s d oo It ' 4 il s e Sy Bvh s i s 334974 287,710 251,985
Transfer to common stock account (Note 3) . ..............cooiriiriiiniinninnn. — — 100,000
L R A PR O GO L SR S S SR VMR 334974 287,710 351,985
BAANCE ATEND OF YEAR(NORB ) .. ... .. ..oviniiiiiiine it isiinanennennan, $ 932260 § 746333 $551,304

See accompanying Notes io Financial Statements.
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NOTES TO FINANCIAL STATEMENTS

L. SicniFicant Accounting Pouicies

Merger — Texas Utilities Electric Company (Company), a
wholly-owned subsidiary of Texas Utilities Company (Texas
Utilities), was incorporated under the laws of the State of
Texas in September 1982, in anticipation of a revision of
the organizational structure of the Texas Utilities Company
System (System) Such revision involved the merging of
the electric utility subsidiaries of Texas Utilities —- Dallas
Power & Light Company (Dallas Power), Texas Electric
Service Company (Texas Electric) and Texas Power & Light
Company (Texas Power) — into the Company with the
merging companies thereafter becoming divisions of the
Company. No other Texas Ultilities subsidiary was party to
the merger; however, certain functions which were per-
formed by such other subsidiaries will be carmied out by a
fourth division of the Company responsible for engineer-
ing, construction and operation of all generating facilities.
The merger, which constitutes a tax-free reorganization,
became effective with the commencement of business on
January 1, 1984.

The Finanaal Statements presented herewith include the
combined statemnents of Dallas Power, Texas Electric and
Texas Power, adjusted to eliminate intercompany tems, as if
the merger had been effective during all periods presented.
The merger has been accounted for in a manner similar to
a pooling of interests.

Disposition of Subsidiary — Effective witl, the close of

» business in December 1983, Texas Electric paid Texas Util-
ities, as a portion of its quarterly dividend on its common
stock, all of the outstanding common stock of its subsidiary.
Old Ocean Fuel Company (Old Ocean) Old Ocean was
then merged with Texas Utilities Fuel Company (Fuel Com-

pany) The Financial Statements presented herewith include
Old Ocean prior to the disposition; all intercompany items
and transactions have been eliminated in consolidation. In
all periods presented, Old Ocean had no effect on net
income and the balance sheet amounts for Old Ocean
were not material. (See Note 2.)

Electric Flunt — Electric plant is stated at original cost.
The cost of property additions charged to electric plant
pavroll-related costs and an allowance for funds used during
construction.

Allowance for Funds Used During Construction — Al-
lowance for funds used during construction (AFUDC) is a
cost accounting procedure whereby amounts based upon
interest charges on borrowed funds and a return on other
capital used to finance construction are charged o electric
plant. The accrual of AFUDC is in accord with established
accounting practices of the industry, but does not represent
current cash income. Effective January 1982 and 1981, the
Company has capitalized AFUDC at a net of tax rate of 9%
and 8%, respectively, compounded semi-annually, of ex-
penditures incurred, except for that portion of construction
work in progress allowed in rate base by regulatory au-
thorities. These rates were determined on the basis of but
are less than, the cost of capital used to finance the
construction program. Effective January 1984, the Company
began capitalizing AFUDC at a net of tax rate of 9%%.

Depreciation — Depreciation is based upon an amortiza-
tion of the originai cost of depreciable properties on a
straight-line basis over the estimated service lives of the
properties. Depreciation as a percent of average deprecia-
ble property approximated 3.5% for 1983, 1982 and 1981.

Federal Income Taxes — The Company is included in
the consolidated federal income tax return of Texas Utilities
and subsidiary companies, and federal income taxes are
allocated to all subsidiary companies based upon taxable
income or loss. Deferred federal income taxes are generally
provided for timing differences between book and taxable
income; such differences result primarily from the use of
liberalized depreciation and accelerated cost recovery al-
lowable under the Internal Revenue Code. Investment tax
credits are being amortized to income over the estimated
service lives of the properties. (See Note 6.)

Reserve for Insurance and Casualties — The Company, as
allowed by regulatory authorities, has a reserve for major
uninsured losses and claims. Effoctive January 1984, as
prescribed by regulatory authorities, the Company discon-
tinued additions to the reserve.

2. AFFILIATES

term financing to the Company. Texas Utilities has three
the System Companies, including the Company: Texas Util-
ities Services Inc. (Service Company) furnishes financial,
accounting and other administrative services; Fuel Com-

pany owns a natural gas pipeline system, acquires, stores
and delivers fuel gas and provides other fuel services for
th. generation «f electric energy, and Texas Utilities Mining
Company (Mining Company) owns and operates fuel pro-
duction facilities for the surface mining and recovery

of lignite.
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NoTES 10 FINANCIAL STATEMENTS (continued)

2. ArFiuaTes — (concluded)

The Company has entered into agreements with Fuel
Company to procure certain fuels and related services and
with Mining Company for the procurement and production
of lignite; payments are at cost for the services received
and are required by the agreements to be “at least equiv-
alent in the aggregate \o the annual charge to income on
the books™ of Fuel Company and of Mining Company. The
Company is, in effect, obligated for the principal,
$530,480,000 at December 31, 1983, and interest on long-

term notes of Fuel Company and of Mining Company
through payments described above. Such notes mature at
various dates through 1999 and have interest rates ranging
from 8.50% to 12.20%.

In January 1984, Fuel Company sold an additional
$46,000,000 of 12.20% senior notes due 1990. The Com-
pany is, in effect, obligated for the principal and interest on
these notes.

3. Common AND PREFERRED STOCKS

Common stock — without par vaiue; authorized 180,000,000 shares . .. . ..

Preferred stock — cumulative, without par value; entitled upon liquidation to

$100 a share; authorized 17,000,000 shares:

Not Subjeci to Mandatory Redemption
IR o = o e e B BN L e i s W e sy .

ion Price
Per Share (before
addingaccumulated
Shares Outstanding Amount dividends)
December 31, December 31, Eventual
1980 1982 1983 1982 Current  Jinimum
Thousands of Dollars
90,947,000 85,151,700 $2,108450 $1918,555
B
74430 74430 § 743 § 7443 S110.00 $110.00
70,000 70,000 7.000 7,000 102.00 102,00
133,786 133,786 13,379 13379 112.00 H2.00
110,000 110,000 11,000 11,000 102.00 102.00
65,000 65,000 6.563 6.563 1200 112.00
100,000 100,000 10,081 10,081 103.50 103.50
100,000 100,000 10,016 10016 10325 103.25
70,000 70,000 7.000 7.000 101.79 101.79
70,000 70,000 7,049 7.049 103.56 10356
100,000 100,000 10,000 10,000 102.00 102.00
80,000 80,000 8,004 8,004 103.60 103 60
100,000 100,000 10,009 10.009 102.79 102.79
150,000 150,000 15,061 15,061 10261 10261
200,000 200,000 20,044 20044 105.01 103.21
300,000 300,000 30,030 30030 10520 103.25
200,000 200,000 20,076 20076 10583 103.60
200,000 200,000 20,022 20022 10476 103.05
250,000 250,000 25113 25113 10523 103.42
300,000 300,000 30,006 30006  104.26 102.40
300,000 300,000 30,073 30073 10482 10295
300,000 300,000 30,108 30108 10739 103.29
300,000 300,000 30,046 30,046 107.40 103.18
300,000 300,000 29,625 20625 10699 10233
300,000 300,000 29,625 29625 107.02 102.34
300,000 300,000 29,550 29550 10626 101.92
300,000 300,000 29,655 29,655 106.12 102.04
300,000 300,000 29,655 29655 10588 01.00
300,000 300,000 29591 29,591 108.17* 102.05
300,000 300,000 29670 29.670 ing2* 102.73
350,000 350,000 34615 34615 1no.2* 100.00
300,000 — 29670 - H1.32* 100.00
6,323,216 6023216 $ 629779 § 600,109
e —_——=— = pee__——
350,000 — § 34696 $ — $11008*  $100.00

——— = = L=

*Redemption may not be effected currently through certain retunding operations.
**Annual 14,000 shares mandatory redemption at $100 per share co.amencing April 1. 1989, with non-cumulative option of the Company to redeem an

additional 14,000 shares annually at $100 per share.
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NotEes 10 FINANCIAL STATEMENTS (continued)

3. Common AnND PREFERRED SToCKks — (concluded)
The Company issued and sold shares of its authorized

common steck to Texas Utilities as follows: September 1983,

1,775,000 shares for $61,225,000; August 1983, 20,300
shares for $669,900, March 1983, 4,000,000 shares for
$128,000,000; September 1982, 1,700 shares for $55,000;
March 1982, 3,500,000 shares for $105,000,000, November
1981, 800,000 shares for $24,000,000; July 1981, 1,500,000
shares for $40,500,000; and March 1981, 3,000,000 shares
for $85,500,000.

In November 1981, the Company transferred
$100,000,000 from retained eamings to the common

stock account.

The Company issued and sold shares of its authorized
preferred stock as follows: May 1983, 300,000 shares of
$11.32 preferred stock for $29,670,000; and March 1983,
350,000 shares of $10.08 preferred stock for $34,695,500.

No shares of the Companys common or preferred stock
are held by or for account of the Company, nor are any
shares of such capital stocks reserved for officers and
employees or for options, warrants, conversions and other
rights in connection therewith.

4. Retainen EARNINGS RESTRICTIONS

The Companys articles of incorporation, the mortgages,
as supplemented, and the debenture agreements contain
proeisions which, under certam conditions, restrict distribu-
tions on or isitions of its common stock. At December
31, 1983, $77,081,000 of retained ~amings were thus re-
stricted as a result of the provisions of such articles of

incorporation.
The articles of incorporation restriction provides in effect

that the Company shall not pay any common dividend
which would reduce retained earings to less than one and
one half times annual preferred dividend requirements.
The mortgage restrictions are based primarily on the re-
placement fund requirements of the mortgages. The restric-
tion contained in the debenture agreements is designed to
maintain the aggregate preferred and common stuck equity
at or above 33%% of total capitalization.

5. LonG-Term Desr, less amounts due currently

From To  From o
First morigage bonds:
1984 1988  34% - . SRS A N
1989 1985 4 IR i e LS M
1994 1998 4% e R I e T S e
1999 2003 Th e T e SRR, T
2004 2008 8% B e Ty T
2009 2013 9% 1™
Pollution control series:
201 2012 10 13%
Funds on ‘~posit with trustee
Sinking fund debentures*:
1985 1989 4% B s e e s e
1993 1994 6% L e R e
Total .
Pollution control revenue bonds:
2004 2000 570 ™%
Fundsondepositwith trvstee . ... .. ...........................
Sinking fund debentures*
1965 1989 4% ¥
1993 1994 6% ™
Unamortized premium and discount

Nwmmmmd\num .............. W

December 31,
1983 1982
Thousands of Dollars
........................... Ceiieeo. § 121500 $ 165500
............................. 05§ i ALY 69,000 69,000
.......................................... 174,000 174,000
........ 365000 365,000
.......................................... 700000 700,000
1H0.000 110,000
........... — (16079)
........................... 21,761 —
.......... 34373 . -
2451634 2292421
................................. 160,000 160,000
.............................. (4.856) (4.856)
i N . R g o 155,144 155,144
........... — 27851
AT — 34,739
- 62.590

(14626)  (13382)
$2592152 $2.496.773

*In June 1983, the Company collateralized its outsanding sinking fund detx itures by depositing hrst aortgage bonds with the trustees of such debentures. effectively
making such debentures of equal rank with the outstanding first mortgage bonds.




Notes 10 FINANCIAL STATEMENTS (continued)

5. LonG-Term DEBT, less amounts due currently —

concluded)

In December 1983, the Company issued its first series
of bonds under a new mortgage. On January 1, 1984, the
Company assumed the mortgages and all of the first

honds (Bonds) of Dallas Power, Texas Electric
and Power and such Bonds will continue to be
secured by a first mortgage lien on their respective
properties. The Company has also assume! all of Dallas
Powers, Texas Electrics and Texas Powers other long-

Sinking fund and maturity requirements for the years
1984 through 1988 under long-term debt instruments in

]

eﬂectatDenembexiil.lQBSmasbllows'

Mimmum Cash
! Ma) Matunty Requirement(axb)

Thousands of Dollars

1984 . . SI483T $45.000 $45,000
1985 . 15001 45270 45,896
1986 . 15,000 40,000 41,000
R T o b n sy B s ok 14750 22500 23,800

(a) Excluding requirements satisfied prior to December 31, 1983: $2.060,000 for 1984,
$1.194,000 for 1985, $820.000 for 1986, $535.000 for 1987 and $320,000 for 1988.
(b) Other requirements may be satisfied by certification of property additions at the rate

of 167% of such requirements, except for sixteen issues at 100%.

The total amounts of sinking fund debentures autho-
rized in the debenture agreements have been issued.
The Companys first mortgage bonds may be issued in
additional amounts, without limitation as to the max-
imum thereof, but limited by property, earnings and
other provisions of the mortgages. None of the long-
term debt is pledged, held by or for account of the issuer,
or held in its sinking or other special funds. Substantially
all of the electric plant is subject to the lien of the

mortgages.

6. FeperaL INncoMe Taxes
The details of federal income taxes are as folilows:

........................... 232,216 224,085 237,067

Year Ended December 31,
1983 1982 1981
Thousands of Dollars
.......................... $ 96,009 $ 84357 $124,858
........................... 61,159 56,774 52,611
........................ 11,215 10,178 8,956
...................... 9,954 228 167

82328 67,180 61,734
53879 72,548 50,475

........................... 3,821 (928) 15,200
........................... — 9.209 (8,557)
........................... 3.821 8,281 6,643

........................... $236,037 8232366  $243.710




NoteSs 10 FINANCIAL STATEMENTS (continued)

6. Feneral Income Taxes — (concluded)

Federal income taxes were less than the amount computed by applying the federal statutory rate to pre-tax book income

as follows:

Year Ended December 31,
1983 1982 1981
Thousands of Dollars

..... N R . $348191 $328.949 $303.219

72919 62,580 43,220

e G R R e 23,618 14,066
.................. 10930 9.79] 8392
b ks 899 594 (6,169)

112,154 96,583 59,509

R SPRARRE o el S e P S $236037  $232366  $243.710

7. REREMENT PrLAns

The company has retirement plans covering substan-
tially all employees. The costs of the plans are determined
by independent actuaries and are funded by the Company
as accrued. The costs of the plans, including amounts
capitalized, approximated $34,688,000 for 1983 (including
$2.428,000 associated with a one time early retirement
program), $28,907 000 for 1982, and $24,799,000 for 1981.
As of the latest annual valuations in 1983 and 1982, ac-
cumulated benefits and net fund assets were as follows:

.......................... 3124 32.5% 37.0%
1983 1982
Thousands of Dollars
Actuanial present value of accumulated benefits:
W i o e dhis by e T $241754 $214.280
T A R e e 19,740 17,344
L e R R dnsdin e $231,624
Pl
T Y N R R $262.486 $196 691
e —————————3

An assumed rate of return of 7% was used in determining the value of
accumulated benefits.

8. SaLe oF ELecTrIC Prant

In January 1981, Texas Power completed an agreement to
sell a 44% undivided interest in the Comanche Peak
station, nuclear fuel and associated transmission facilities to
Tex-La Electric Cooperative of Texas, Inc. (Tex-La), with
such sale subject to regulatory approvals and Tex-La$s ability
to obtain long-term financing arrangements. Texas Power
received approximately $90,000.000 from Tex-La in con-
nection with this agreement for that portion of the cost of
the plant and related facilities recorded through December
31, 1980. Commencing in January 1981, Tex-La paid its pro
rata share of the construction costs of the facilities. In
January 1982, Tex-La notified Texas Power that it was unable
to obtain long-term financing in an amount sufficient to
support a 4%% participation and requested that considera-

tion be given to reducing such participation to 2)6%. In
February 1982, Texas Power concurred in the Tex-La request
by agreeing, subject to regulatory approvals and completion
of Tex-1as long-term financing arrangements, to assume
lhe'M%mrshlpmhmtmlemdbyTaLa.lnMay

the sale of a 2% interest in the Comanche Peak station,
nuclear fuel and ass ciated transmission facilities to Tex-La,
asstmed ownership of the 2Vi% released by Tex-La and
refunded approximately $66,000.00( for that portion of
costs and interest expended by Tex-La allocable to the 2%
interest so released. (See Managements Discussion and
Analysis of Financi~l Cor.dition and Results of Operations.)




NoTES 10 FINANCIAL STATEMENTS (concluded)

9. CommrrmMenTs AND CONTINGENCIES

For major new construction work now in progress or
contemplated, and commitments with respect thereto, see
Construction.

The Company has entered into contracts with public
agencies to purchase cooling water for use in the generation
of electric energy and has agreed, in effect, to guarantee the
principal and interest on bonds issued to finance the reser-
voirs from which the water is supplied. At December 31,
1983, the Company was obligated for $52 310,000 principal
amount of such bonds, which mature at various dates
through 2011 and have interest rates ranging from 5%% to
9%. The Company is requived to make periodic payments
equal to such principal and interest for the years 1984

1988 as follows: $4,406,000 for 1984, $4,397,000 for
1985, $4,383,060 for 1986, $4,387,000 for 1987 and
$4,387,000 for 1988. In addition, the Company is obligated
to pay certain variable costs of operating and maintaining
the reservoirs. Total payments, incduding amounts cap-
italized under such contracts, for 1983, 1982 and 1981 were
$4,784,000, $4,806,000 and $3,184,000, respectively. In
July 1983, the Company received regulatory approval of an
agreement with a municipality for that municipality to as-
sume all contract rights and obligations in connecticn with
$108,845,000 remaining principal amount of bonds issued
for s'milar purposes which had previously been guaranteed

by the Company; the Company is, however, contingently
liable in the event of default by the municipality.

The Company entered into an agreement with Tex-La
whereby the Company agreed to purchase an assignment

of portions of Tex-La’s entitlement to capacity and energy
from the Comanche Peal: station in declining amounts
over the first eight years of commercial operation of each
generating unit. Under the agreement, the Company is
required to make annual payments to Tex-La comprising a
pro rata share of operating costs plus a capital charge on
Tex-Las net investment applicable to the portion of Tex-Las
entitlement assigned. (See Note 8.)

The Company is involved in a proceedir.,g before the
Atomic Safety and Licensing Board (ASLB) with respect to
the Company’ application for licenses to operate the Co-
manche Peak nuclear generating station. In December
1983, the ASLB issued a memorandum in which it indicated
that charges made in the proceeding had raised concerns
ahout the design of the Comanche Peak station and re-
quested further evidence be submitted. The Company has
filed a plan with the ASLB to provide the information
necessary to satisfy the ASLBs concems on design ade-
quacy. The Company is not able to predict the impact, if
any, of this matter, or of related legal and regulatory de-
velopments, on the licensing schedule of the Comanche
Peak station; any delay, however, may increase the cost of
the station and the related financing requirements of the

Company.

The Company is involved in various legal and admin-
istrative proceedings which, in the opinion of the Com-
pany, should not have a material effect upon the financial
position or results of operations.

ACCOUNTANTS’ OPINION

We have examined the balance sheet of Texas Utilities Electric Company as of December 31, 1983 and 1982 and the related
statements of income, retained eamings and source of funds for construction for each of the three years in the period ended
December 31, 1983. 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

arcumstances.

In our opinion, the financial statements referred to above present fairly the financial position of the Company at December
31, 1983 ~nd 1982 and the results of its operations and the source of its funds for construction for each of the three years in the
period ended December 31, 1983, in conformity with generally accepted accounting principles applied on a consistent basis after
giving retroactive effect to the merger as described in Note 1 to the financial statements.

DELOITTE HASKINS & SELLS
CERTIFIED PUBLIC ACCOUNTANTS
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Year Ended December 31,

1983 1982 1981 1980 1979
Tome Assersend of vear (thousands) . .. ........................ 7897421 $7.196507 $6,517.159 $5839502 $5.207392
Eiecrric Puantend of year (thousands) ... ...................... $9,108056 $8268898 $7439982 $6,736,196 $6.026,546
Accumulated depreciationendofyear .. ....................... 1687098 1539486 1377923 1226564 1086957
Construction expenditures (including aliowance for funds used during
I L e 5 s b ot e b ol s 6w e 3 854,307 858,683 725710 705,902 730,549
Caprmwuizsnion end of year (thousands)
R RS AR R s $2592,152 $2496,773 $2.231502 $2,039476 $1914492
Preferred stock:
Not subject to mandatory redemption .. ..................... 629,779 600,109 600,109 600,109 535.824
Subject to mandatory redemption . ......................... 34,69 - - — -
30T L R R L S G SR O 3,040,710 2664888 2364804 2051329 1782426
I e e s s b a4 Chn s a $6297337 $5.761.770 $5,196415 $4690914 $4232742
Emeeooep Interest Cost oN LonG-Term Desrend of year .. .. .. .. 9.7% 9.5% 88% 7.9% 75%
Emseppep Divipenp Cost o PREFERRED Stockend of year ... ... .. 8.0% 7% 1.7% 7.7% 74%
PR N IR . o s 3o st #iv 015 Bt wh R § 2 v s s 46 $520901 $482739 $415460 $350223  $260,085
Cast Divienns DecLARED oN CoMMoN STock (thousands) . ........ $282376 $241381 $205656 $167224 $148144
R0 oF EARNINGS TO FIXED CHARGES . .. .........ovvvinneinn. . 39 39 44 40 36
SuppLEMENTAL RATIO OF EARNINGS TO FixED CHARGES® . ... ......... 35 34 37 34 32
ALomance For Funns Usep DURING CONSTRUCTION As PERCENT OF
EARNINGS TO COMMON STOCK .. ....oioviiviriiriniansnnneans 33.8% 31.2% 25.5% 25.1% 26.8%
ReTurn ON AvERAGE Common Stock EQuiry . ... ... ...l 16.5% 174% 16.7% 16.0% 13.0%
Ner Funps From OPERATIONS AS PERCENT OF CONSTRUCTION
Expenorrures (excluding allowance for funds used
T e RS R SR e 51.1% 53.6% 53.6% 53.1% 43.7%

*The supplemental ratio of eamings to fixed charges includes interest billed the Cmpany on senior notes of affiliated companies which

prwvide services to the Company. (See Note 2 to Financial Statements.)



Year Ended December 31,

1983 1982 1981 1980 1979
Erectric ENERGY GENERATED AND PURCHASED (mwh)
Generated — netstationoutput . .. ... ............ooiiiiinn 67706594 64224726 62447413 62865641 58051429
Purchased and netinterchange .. .......................... 343,581 371,190 91,091 56,388 75,695
Total generated and purchased .. .................... 68,050,175 64595916 62538504 62922029 58127124
Company use, losses, and unaccounted for .. ................. 5340248 4215774 4166327 4422762 4,001,684
Total electricenergysales .......................... gmszz 60,380,142 58372177 58499267 54,125,440
Fuer Mix For E) ECTRIC GENERATION
o RO e el S L e It R S G L R 42.9% 44.4% 46.4% 49.0% 48.6%
T e A T S et R NS SN e R SO P G TR SR 17 0.6 02 0.1 14
B 0 oS etk s e S e By 554 55.0 534 509 50.0
B L P R e e e R i 100.0% 1000% _ 1000% 100.0% 100.0%
Eiectric ENerGY SaLES (mwh)
T R R S AR T G R I e g B 20,162,506 19945087 18676240 19844409 17394402
T T e A i SR M i s S S TS 17,366,563 16475253 15383162 14683104 13264436
T A G e st e (R o o D Sh O 18,690,077 17526412 17992261 17581265 17,275.859
Government and municipal . ......... ....ooccoeeee 1790476 1730273 1692106 1796988 1669726
Total generalbusiness . .......................0.0.. 58009622 55677025 53,743,769 53905766 49604423
o T e R SN ST T 4700305 4703117 4628408 4593501 4521017
Total electricenergysales .......................... m 60&.142 58.372il77 58496267 _54.125.440
OperanING REVENUES (thousands)
T R R B B R N S A Ay e $1306912 $1237632 $1044761 $ 877555 $ 672,340
R ISIE NGRS S A S BT T Mt A 998,362 911,487 77808 590,921 488,170
T S TR PN RO e e A WS e 8 808,016 745,243 659,678 482919 419,224
Government and municipal .. ... o8 104,730 95,673 83077 68,396 54,565
Total general business .. ..................c.cocoiiuns 3218020 2990035 2565524 2019791 1634299
T A B e E T i el 202,387 190.727 161,998 123,188 105,306
Total from electricenergy sales .. .................... 3420407 3180762 2727522 2142979 1,739,605
Other operating IeVeNUeS ... .................c.cccooeoiin 67,219 56,902 10,527 30878 15,657
Total operating revenues .. ......................... w M M 82,173&7 $1,755,262
Erectric Customers (end of year)
T ARt e R R R SRS TR 1,556,760 1477097 1421273 1356651 1287701
T T e R SR RSSO S R e e St 198,548 187 065 177,269 171,495 164,291
R oo e e L e e g 22,761 21478 20692 19,590 18,654
Government and municipal . ........... . ... 0o 10,210 10,148 10,263 10,488 11,257
| D L SRR SRR SR e S 1788279 1695788 1629497 1558224 1481903
’ T A S G SR LA A T AR P e 68 75 78 80 80
Total clectric CuslOMers ... .......c.covvevivrnnnenn. M M M @JM 1,481,983
Residential dlassifization includes indirect sales (apartments, etc.);
dwelling units not included in number of customers . ............. 197945 205304 213,905 223960 240,164
Industrial classification includes service to Alcoa-Sandow (interruptible
prior to May 1981):
Electricenergysales(mwh) . ... .................coo0iee. 2660564 2316308 2848997 2918794 3,076,399
Operating revenues (thousands) ........................... $68,121 $68,035 $64.016 $48.813 $48.400

3



Texas Utilities Electric Company

SUPPLEMENTARY INFORMATION CONCERNING EFFECTS OF CHANGING PRICES

Unaudited information furnished in compliance with the
reporting requirements of Financial Accounting Standards
Board Statement No. 33, Financial Reporting and Changing
Prices (FASB 33), follows. The Statement indicates the need
for experimentation in providing information about the
effects of changing prices. Such information is intended to
help readers better understand the impact of inflation on
the Company. Because the information is presented on an
experimental basis, it should be viewed with caution. Cal-
culation of the information inherently involves the use of
assumptions, approximations and estimates and, therefore,
the resulting measurements should be considered in that
context and not as precise indications of the effects of
inflation. The effects of changing prices are not recognized
for income tax or rate-making purpcses; therefore, the
supplementary information should not be interpreted as
adjustments to eamings reported in the Financial
Statements.

Information cc.weitiiig the effects of general inflation
(constant dollar) was determined by converting historical
cost amounts into dollars of equal purchasing power, as
measured by the Consumer Price Index for All Urban
Consumers.

Information concerning changes in specific prices (cur-
rent cost) represent such changes in electric plant from the
date costs were initially incurred to present, and differs
from constant dollar inforination to the extent that the
specific prices have increased at a rate different than the
general rate of inflation. The current cost of electric plant
was computed by indexing the existing historical cost of
plant by the Handy-Whitman Index of Public Utility Con-
struction Costs for the South Central Region and other

indicies. Such current costs are not necessarily

appropriate
representative of the replacement cost of the Companys

32

productive capacity that might be incurred in a future
period

Depreciation on the constant dollar and current cost
basis was determined by applying the Company straight-
line depreciation rates used for financial accounting pu.-
poses ‘o the appropriate indexed electric plant amounts,
and is the only income statement item that has been
restated from the Financial Statements. In compliance with
FASB 33, no adjustment has been made to federal income
taxes.

Under rate-making rules prescribed by the Public Utility
Commission of Texas, only the original cost of electric plant
is recoverable through revenues as depreciation. Therefore,
the excess of the cost of plant stated in terms of constant
dollars and current cost over the original cost is not
recoverable through rates as depreciation and is reflected
as Adjustment to Net Recoverable Cost of Electric Plant.
The Company believes, based on past experiences, that it
will be allowed to recover the investment in electric plant
when replacement of facilities actually occurs.

During periods of inflation, the holders of monetary
assets suffer a loss of general purchasing power while
holders of monetary liabilities expenience a gain. The
amount shown as Gain From Decline in Purchasing Power
of Net Amounts Owed reflects the net of these two itemns
and is primarily attributable to the substantial amount of
long-term debt which has been used to finance electric
plant. Since depreciation on this electric plant is limited by
regulation to the recovery of historical costs, a holding gain
on debt is not allowed and recovery is limited to only the
embedded cost of debt capital. To reflect the results of rate
regulation, Gain From Decline in Purchasing Power of Net
Amounts Owed is offs.. by the Adjustment to Net Re-
coverable Cost of Electric Plant.



Summary oF NET INCOME ADJUSTED FOR EFFECTS OF CHANGING PRICES

Year Enxpep DECemBER 31, 1983
Historical Cost
Reported In Adjusted for Changing Prices
Financial General Inflaion  Specific Prices
Statements (Constant Dollar)  (Current Cost)
Thousands of Dollars Average 1983 Dollars
R e R O R R $3.487,626 $3.487 626 $3,487 626
T I - e s 50 ) s v oy i | e i it b o 2873074 3,080 344 3,097,711
I T C VRN aet ~ ol A S A s 5.6 SR pmcery g ik & 614,552 407,282 389915
T T S ST eSS e LR S O e Al N 121,702 _ 121,702 __121,702
T A SR T AT S e el o S TR ST SO IS S 726,254 528984 511.617
R e S B YUt A e 358 215.353 215353
PRI - s e e S A St S s LS Tl ey e $ 520901 ﬂ_@ $ 296264
Increase in specific prices of electric plant held during the year(b) .. .. ..... .. .. $ 223174
Adjustment to net recoverable costof electricplant . ........ .. ... ... ... | $ (55517) 211,079
Efiect of general inflation on electncplant .. ......... ... .. ... L _(472.403)
Effect of general inflation in excess of increase in specific prices of electnic plant after
adjustmenttonet recoverable cost . ......... ... i (38,150)
Gain from decline in purchasing power of netamountsowed .. .......... ... .. 133489 133489
Net change in PURCRaSINE DOWEY . . . .. c0l i veas vaimnamesessonssns $ 77972 § 95339

(a) Includes depreciation amounts of $191.944 for historical cost, $399.214 for constant dollar and $416,581 for current cost.
(b) At December 31, 1983, electric plant. net of accumulated depreciation, was $13,036,303 for current cost and $7,420.958 for historical cost

COMPARISON OF SELECTED FINANCIAL DATA ADJUSTED FOR EFFECTS OF CHANGING PRICES

1983 1982 1981 1980 1979
Thousands of Average 1983 Dollars
A AT P PO R s SN $3487626 $3341816 $2999390 82628359 $2409.246
Constant Dollar Information
T T s (0 e G e L L R DR R $313631  $289181  $262337 $246532  $200,148
Net assets at year end at net recoverable cost ... .................. $36429:2 $3331938 $3142914 $3061877 $3.008987
Carrent Cost Information

T RS e A L e e T S W SR s $296264 $264273  $232070 $207.078  $146152
Effect of general inflation in excess of increase in specific prices of

electric plant after adjustment to net recoverable cost .. ...... .. .. $(38150) $(13325) $(318,628) $(521.708) $(593152)
Net assets at year €nd at net

recoverable cost . ... ........... .. L BN R FEN $3642922 $3331938 $3142914 $3.061877 $3,008987

General Information

Gain from decline in purchasing power of net amounts owed ... ... .. $133489  $126666  $279313  $388753  $423.443
Consumer price index — average . ... ..................oooo.... 2984 289.1 2724 2468 2174
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REGISTRAR, TRANSFER AGENT AND DIVIDEND
PAYING AGENT

Corporate Trust Department

PO. Box 2964

Dallas, TX 75221

The Annual Report has been prepared for the pur-
pose of providing shareholders with information
concerning the Company and not in connection with
any saie or purchase of, or any offer or solicitation of
an offer to buy or sell, any securities.

A copy of the Annual Report to the Securities and
Exchange Commission, Form 10-K. will be furnished
by the Company upon request.

Requests for copies or other shareholder information
should be directed to:

Shareholder Relations

Texas Utilities Electric Company
2001 Bryan Tower

Dailas, Texas 75201

(214) 6534730



Texas Utlities Electric Company
2001 Bryan Tower
Dallas, Texas 75201

(2i4) 6534600



