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1. Waterford | & 2 Control Room

2. New 5t Jude Hospital

1. Old Metairie Village Shopping Center
4. Xerox Centre Office Complex

5. Waterford 3 Nuclear Generating Unit
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OPERATING REVENUES

From Retail Customers (Millions of Dollars)
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FINANCIAL CONDITION

Net income increased $69.5 million and $14.1 million in
1984 and 1983, respectively, and decreased $7.0 million in
1982 The large increase in 1984 was primarily due to
increasing amounts of Aliowance for Funds Used During
Construcuon [AFDC) attributable to the financing of Water-
ford 3, the Company’s nuclear generating unit, increased
energy sales 1o retail customers, a 569 million annual retail
rate increase impiemented in March 1984, a change in
accounting method (o include the cumulative effect of
accruing unbilled revenues, and continuing cost control
measures. \When Waterford 3 is placed in commercial operation,
the Company’s construction program will be reduced
substantially. However, upon commercial operation, AFDC, a
major component of earnings in recent years, will cease
accruing and eamings will be affected by the initiation of
depreciation expense. Additonal rate relief s critical, therefore,
upon the commencement of commercial operation of the
unit because the Company must begin to recover those costs
assocated with Waterford 3 that have not previously been
allowed in rates and to earn a return on its Investrnent.

During the year 1984, the Company sold $65 million of
common stock, $50 million of prefe:red stock, $190 million of
first mortgage bonds, and $220 millhon of poliution control
revenue bonds (of which $105 million is being retained in a
cash collateral secunty account until four months after
Waterford 3 is placed in operation}, primarily for the payment
of outstanding short-term borrowings, for the financing in
part . its construction program and for other corporate
purposes. At December 31, 1984, after such ecunties sales,
the earnings coverage for the Company’s first mortgage
bonds was 1 98 imes the annuai first mortjage bond interest
requirements, and its earmings coverage for preferred stock
was 1.51 nmes the annual interest charges and preferred
dividend requirements. Based on these coverages, which
include the cumulative effect of the accounting change
mentioned above, the Company could have issued no
addinonal first mortgage bonds {except such bonds issued
solely for refunding outstan ding first mortgage bonds) and
only a nominal amount of preferred stock,

With regard to rate matters, ‘ April 1984 the Company
filed with the L PSC a request for a $316 milhon net increase
N annual revenues from retanl customers. The increase will
be neeged to provide cash earmings tf .t reflect the in-service
status of Waterford 3 and Grand Gulf 1. both of which are
presently scheduled for commercial operation during the first
hali of 1985 In connection with that portion of the request
related to Waterford 3. the Company proposed a plan to
phase into rates the costs associated with that facility. The
Giand Gulf 1 porvon of this filing was based on the Company
recenving a 14% allocation of MSE's share of the unit, as
provided in the initial deasion by an Administrative Law
Judige [ALJ) of the Federal Energy Regulatory Commussion
[FERC). The ALJ's decision is now pending before the FERC

which has not yet ruled on the matter. Because of the
question of how much of Grand Gulf 1's output will be
assigned to the Compa w remans unsettied, the rate applica-
tion proposed a formule-type rate adjustrmont clause. The
proposed clause would permit the Company to recover
non-fuel related expenses associated with buying power
from Grand Gulf 1, no matter what portion of the unit’s
output 15 allocate:1 to the Company Accordingly, if the
Company were aliocated 38 57% of MSE's share of Grand
Guif | (as imually proposed to the FERC). its requested net
increase in revenues would be $496 million. On March 4
1985, the LPSC denied the April 1984 rate request on the
basis that the commercial operation dates of the two units
were still uncertain. The Company plans to refile its rate
case and tc take all necessary legal and other action in order
to obtain the rate refief necessary to enable it to meet its
obligation resulting from the anticipated second quarter 1985
in-service status of Waterford 3 and Grand Gulf |
LIQUIDITY AND CAPITAL RESOURCFS

Construction expenditures {including AFDC) totalled $1.5
billion during the three-year period 1982-1984. These ex-
penditures were funded by net financing transactions of
5853 6 million, funds from operations, and a portion of the
proceeds from the settlement agreement with a gas supplier
in 1982 {see Note 11)

The Company contemplates construction exnenditures,
including AFDC, of $719 million for 1985 through 1987,
including $ 160 million required! to achieve commercial opera-
tion of Waterford 3. Further. dunng 1985, the Compary is
obhigated under a Power Purchase Advarice Payment Agree-
ment to make advance power purchase payments to MSE of
$4.8 million per month until the earlier of commercial
operation of Grand Guif | or December 31, 1985 The
Company intends to meet these and its other corporate
requirements durnng the period through commercial opera-
ton in 1985 of these nuclear units with funds derived from
operations, with funds recenved from the sale of common
stock to its parent. Middle South Utilities, Inc., and with the
proceeds of short-term borrowings, In this latter connection,
the Company is currently authorized by the SEC to make
short-term borrowings of up to the lesser of $200 million or
10% of capitalization, $125 million of which was outstanding
at February 28, 1985

With respect to the full 1985-1987 period, and in addition
to the foregoing capital requirements, approximately $255
milion wall be needed for financng the above-mentioned
proposed plan to phase into rates the costs associated with
Watertord 3 and 5125 million will be required in order 1o
meel long-term debt maturities and preferred stock sinking
fund requirements. Assuming adequate retail rate rehief, the
Company estimates that its requirements for capital funds
from external sources durng this penod wall be approxi-
mately 5447 milhon, and expects to obtan such funds from
the sale of common stock to its parent, the above-mentioned
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December 31, 1984 and 1983

Assets
1984 1983
L. (in Thousands)
UTILITY PLANT |Notes 8 and 9)
Electric $1514442  $1.463.85
Construction work in progress 2602344 2224292
Nuclear fuel 11040 4 764
Total 1127326 3692912
Less accumulated depreciation 556 406 522,508
Utility plant — net 3571420 3170404
OTHER PROFERTY AND INVESTMENTS
Investment in subsidiary — at equity (Note 8) 51.017 46,073
b 0 Other 850 /2y * 515
Total 51567 46,588
CURRENT ASSETS.
Special deposits 10825 10.856
Temporary investments — at cost. which approximates market
Asscciated companies 600 e
Other 9543 7,069
Notes recer.able 129 841
Accounts receivable:
Customer and other (less allowance for doubtful customer
accouits {in thousands) $1.035 in 1984 and $135 in 1983) 62.339 55,738
Associated companies 262 197
Accrued unbilied revenues (Note 18} 6977 -
Receivable from gas suppher (Note 11) 250,000
Deferred fuel costs 4577
Matenals and supplies — at average cost 13,372 11.355
Power purchase advance payments (Note 8) 12475 -
Other 9.779 4,105
Total i 156901 344,738
DEFERRED DEBITS
Power purchase advance payments (Note 8j 49902 -
Other 19 348 3,586
Total 69 250 3586
TOTAL ‘ 53849138 53565316

See Notes to Fmancial Statements




Capitalization and Liabilities
1984 1983
(In Thousands)
CAPITALIZATION:
Common stock, no par vaiue, authorized 150,000,000 shares; issued and outstanding
121,958,900 shares in 1984 and 112,111,100 shares in 1983 (Note 5) S 803900 S 738900
Paid-in capital 758 -
Retained earnings (Note 7 51,199 39,898
Total common shareholder’s equity 855857 778,798
Preferred stock, without sinking fund (Note 5) 145,882 145,882
Preferred stock. with sinking fund (Note 5) 284501 240951
Lona-term debt (Note 6) 11471855 1173453
Totai 2,758,095 2339084
OTHER NONCURRENT LIABILITIES:
Accumuiated provision for property insurance 6.852 4,540
Accumulated provision for injunies and damages 1610 957
Total 8462 5497
CURRENT LIABILITIES:
Notes payable (Note 4]
Associated companies 100.100
Banks - 77,900
Currently maturing long-term debt 2549 20462
Accounts payable:
Assacia*~d companies 32,990 48,782
Other 63.09 63119
Customer deposits 2645| 24,220
Taxes accrued 8.745 4,088
Accumulated deferred incorme taxes (Note 3) 2618 (5.086)
Interest accrued 43,191 33916
Dividends declared 48,777 32418
Gas contract settlement — liability to customers (Note 11) 62,652 58 884
Deferred fuel costs 16,855 -
Other \ _1.85 2010
Total _309.780 460813
DEFERRED CREDITS:
Accumuiated deferred income taxes (Note 3) 126675 123,147
Accumulated deferred investrment tax credits (Note 3) 171482 136,506
Gas contract settlement — liability to custormers (Note 11] 451.214 475,000
Other 23430 25269
Total 172,801 759922
COMMITMENTS AND CONTINGENGIES (Notes 2, &, 8, and 9) N
TOTAL $3849.138 $3565316

See Notes o Financial Ssatements
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STATEMENTS OF INCOME

For the years ended December 31, 1984, 1983 and 1982

784 1983 1982
{in Thousands)
OPERATING REVENUES Ly 4 ) 81,144,743 51,195,583
OPERATING EXPENSES
Operation
Fuel 9.9 349,596 387,710
Purchased power 8 385,144 375.924
Other 9% 100,737 75.244
Maintenance 8( 46,625 45,556
Depreciation 95 45815 45,286
Taxes other than income taxes 39 24,756 22.685
Income taxes (Note 3j 19616 55842
Total 893 972.289 1,008.247
OPERATIN INCOME 06,724 172454 187,336
OTHER INCOME
Allowance for equity funds used duiing construction [Note |Fj 71,266 38.967
Miscellaneous income and deductions — net 6,505 7,353
income taxes {Note 3) _(3.020) {1.298)
e Total B 78 74,751 45022
INTEREST CHARGES
Interest on long-term debt 8824 121,609 100,174
Other interest — net (Note 11) ( 21.765 29880
Allowance for borrowed funds used during construction (Note 1F) . 28| (27.715) (15,154)
i Total 115,659 114 900
INCOME BEFORE CUMULATIVE EFFECT OF A CHANGE
IN ACCOUNTING METHOD 83 38 131,546 117458
CUMULATNVE EFFECT TO JANUARY 1, 1984 OF ACCRUING UNBILLED
REVENUES (NET OF INCOME TAXES OF $1¢ 548 THOUSAND) (Note 1B| - -
NET INCOME S 131546 S 117458
For the years ended December 31, 1984, 1983 and 982
1983 1982
fin Thousands)
RETAINED EARNINGS, January 898 § 60981 S 7699
7 81 1) T A e M e R A O s 131,546 117458
Total X 19252/ 194 453
DEDUCT
Dwvidends — cash
Preferred stock at prescribed rates {Note 5) ) 44 600 33518
Common stock 8 107,786 99,789
Capital stock expenses, etc 243 165
Total L 152609 139
RE AINED EARNINGS, December 31 [Note 7} 9 S 39898 S 60%1

See Notes 10 Finarwial Statement



STATEMENTS OF CHANGES
IN FINANCIAL POSITION

For the years ended December 31, 1984, 1983 and 1982

9834 1983 1982
FUNDS PROVIDED BY (In Thousands)
Operations
Net income (1984 includes $176 million special itemj (Note 18] $201.011  S131546 S 117458
Depreciation 47951 45815 45,286
Deferred income taxes and investment tax credit adjustmenis — net 46 208 16,901 48,703
Allowance for equity funds used during construction (Note 1F) (91.517)  {71,266) (38.967)
Total funds provided by operations (2 6° 122,996 172,480
Other
Allowance for equity funds used dunng construction [Note [F} 91 71,266 38967
Gas contract settlement (Note 11} 20018 - 1,132535
Funds on hand or due from gas supplier [Note 11) 4 ) - {782.197)
investment in subsidiary 2,627 -
Deciease (incre ase) in working capital 3.2 29.020 6,942
Total funds provided, excluding financing ransactions 094 225909 568,727
Financing transactions
Common stock 65 000 150.000 50,000
Preferred stock 50.000 75.000 47,720
First mortgage bonds 90000  250.000 -
Other long-term debt 54 3 - 25
Short-term securnties — net 134.000 .-
Total funds provided by financing fransactions 418543 609.000 97.745
Total funds provided 14 5834909 S 666472
FUNDS APPLIED TO:
Utility plant addiions
Construction expenditures for utility plant $4420 §548495 S 506,722
Nuclear fuel 6.27¢ 385 546
Total gross additions [includes allowance for funds used during construction) 448 3/ 548.880 507.268
Other
Dwadends declared on preferred stock 19.20 44 600 33518
Dmdends declared on common stock 40, 18 107,786 99.789
Investmer.t in subsidiary 4 944 - 6,543
Gas contract settierment {Note 11) 598,651 -
Funds on hand or due from gas supplier (Note 11) (525, 128) -
Power purchase advance payments (Note 8} 623 - -
____Miscellaneous — net 189i° 7,770 4,028
Total funds applied to other .6 233679 143878
Financing transactions
Redemption of preferred stock 000 - e
Retirernent of first morntgage bonds 18.000 50,000 -
Retrement of other longterm debt ’ 4¢ 2.350 2267
Short-term securnties — net 8600 - 13,059
Total funds apphied to financing ansactions 04 062 52,350 15,326
Totai funds applied 5928014 SBIA909 S 666472
Decrease [increase) in working capital*
Notes and accounts receivable — net {4353 S 14019 S (15993
Deferred fuel costs 21432 5.500 {11,020
Accounts payable 81 (804) 33166
Taxes and interest accrued 3.93. 11.215 9.804)
Other 778 17,128 10,593
X $ 29020 S 6992

Total

*Excludes short-term securities — net, currently maturing long-term debt. deferred income taxes, gas contract settiement —
labulity ™ customers included in current liabilites and power purchase scvance payments included in current assets

See Notes 1 Financial Statements
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For the years ended Decemnber 31, 1984, 1983 and 1982

A. SYSTEM OF ACCOUNTS

The accounts of the Company are maintained in accordance
with the systermn of accounts prescribed by the Louisiana Pub-
hc¢ Service Commussion (LPSCj which substantially conforms
to that of the Federal Energy Regulatory Commussion (FERC)
B. REVENUES

Prior 1o December 31. 1983 the Company recognized
revenue when billed. To provide a better matching of
revenues and expenses, effective January 1, 1984, the Com-
pany adopted, in March 1984, a change in accounting
method to provide for accrual of the non-fuel portion of
esamated unbilled revenues. Unbilled revenues result from
enerqgy delivered since the period covered by the latest
billings to customers. The cumulative effect of this account-
ing change as of January 1, 1984 was recorded in March
1984 and increased 1984 net income approximately 5176
million (net of related income taxes of $16.5 million). Had this
new accounting method been in effect during 1983 and
1982, the Company’s net income before the cumulative
effect would not have been materially different from that
shown in the accompanying Financial Statements.

The rate schedules of the Company include fuel adjust-
ment clauses under which fuel costs are biiled to customers
The Company defers under/over recoveries of fuel costs
which occur through operation of the fuel adjustment
clauses untl these amounts are reflected in bilhings to
customers
C. UTILITY PLANT AND DEPRECIATION

Utility plant is stated at onginal cost. The cost of additions
to utility plant includes contracted work, direct labor and
matenals, alincable overheads, and an allowance for the
composite cost of funds used during construction (AFDC)
The costs of units of property retired are removed from utiiity
plant and such costs plus removal costs, less salvage, are
charged to accumulated depreciaton. Maintenance and
repairs of property and the replacement of items determined
to be less than units of property are charged (o operating
expenses. Substantially all of the utility plant is subject to the
hien of the Company’s Mortgage

Depreciation is co nputed on the straight-line basis at rates
based (n the est.mated service lives of the various classes of
property. Depreciation provided on average depreciable prop-
erty amounted to approximately 3.3% in 1984 and 1983 and
34% in 1982
D. POSTRETIREMENT BENEFITS

The Company has postreurement plans covering sub
stantially all employees. The Company’s pohicy is to fund
pension costs accrued. Costs of other postretirerment plans
are accrued as incured

E. INCOME TAXES

The Company joins its parent in filing a consolidated
Federal income tax retum. Income taxes are allocated to the
Company in proportion to its contribution to the consoli-
dated taxable income

Deferred income taxes are provided for differences between
book and taxable income to the extent cermitted by the
regulatory bodies for ratemaking purposes. Investment tax
credits allocated to the Company are deferred and amortized
based on the average useful life of the related property
beginning with the year allowed in the consolidated tax
return
F ALLOWANCE FOR FUNDS USED

DURING CONSTRUCTION

To the extent that the Company 1s not permitted by its
regulatory bodies to recove in current rates the carrying costs
of funds used for constructiorn, it capitalizes, as an appropri-
ate cost of utihty plant. AFDC which is calculated and
recorded as provided by the regulatory systermn of accounts
Under this utility industry practice, construction work in
progress (CWIP) on the balance sheet is charged and the
income statement 1s credited for the approximate net com-
posite interest cost of borrowed funds and for a reasonable
return on the equity funds used for construction. This
procedure is intended to remove from the incume statement
the effect of the cost of financing the construction program
and results in treating the AFDC charges ..~ *he same manner
as construction labor and material costs. As non-cash items,
these credits to the income statement have no effect on
current cash eamings. After the property is placed in service,
the AFDC charged to construction costs is recoverable from
customers through depreciation prowvsions inciuded in rates
charged for utility service. In accordance with a rate order
received in February 1984, the Company, beginning March 2,
1984 used an accrual rate of 3.50% on its investment in
Waterford 3, a nuclear gerorating unit scheduled for opera-
tion in 1985, up to an investment of <"+ 5.000,000, and an
accrual rate of 9.79% on the remainir«g CWIP an. ! its invest-
ment in Waterford 3 in excess of $1,695,000.000. For the
period January 1, 1982 through Masch 1, 1984, the Company
used an accrual rate of 3% on its investment in Waterford 3,
up to an investment of $1,260.000.000, and an accrual rate
of 940% on the remaining CWIP and on investments in
Waterford 3 in excess of $1,260.000,000

The Company’s policy IS to continue to capitalize AFDC on
projects during periods of interrupted construction when
such interruption is temporary and the continuation can be
justified as being reasonable under the ciicumstances
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G. OTHER NONCURRENT LIABILITIES

The Company provides for uninsured property nisks and for
claims for injunes and damages through charges to operat-
INg expenses on an accrual basis. Such expenses have been
allowed for ratemaking purposes
. RECLASSIFICATIONS

Cenain reclassificatrons of previously reported amounts
have been made to conform wath current classifications

2. RATE MATTERS

On April 12, 1984, the Company filed with the LPSC a
general rate increase application with respect 1o customers
under its jurisdiction. The Company requested authorization
to put into effect, upon commencement of commercial
operation oi Waterford 3, new retail rate schedules designed
10 provide additional annual net revenues, based on the test
year ended June 30, 1983, of $234.5 million. The amount so
requested was based on the additional revenue require-
ments of the Company after giving effect to the projected
reduction in fuel costs associated with nuclear generation In
the: amount of approximately $119.8 million and a rate
moderation proposal. This rate moderation proposal contem-
plated that the Company would defer the collection from
customers of an aggregate of 5270 million of the amount
otherwise recoverable by it on its investment in Waterford 3
dunng the first three years of commercial operation of that
unit, would neither defer further amounts nNor recover any
deferred amounts in the fourth year, and would collect such
aggregate deferred amount from customers over the follow-
ing five years. The proposal further contempiated that the
Company would fund a substantial portion of its cash

requirements in respect of the deferred amount through
external financing arrangements and would bill the related
carmying costs to customers on a current basis until the
deferred amount was fully recovered

The application also requested that. in addition to the rate
rehef related to Waterford 3, the LPSC issue an order prior to
the in-service date of Grand Gulf 1, to be put into effect
when that unit commences commercial operation, accepting
and approving “formula rates” proposed in the apphcation in
order to provide the Company with the additionai electnc
revenues it will need to meet its purchased power expenses
associated with power and energy from Grand CGulf 1. These
formula rates, if apphed on the basis of the allocation to the
Company of a 14% share of MSE’s share of the power from
Grand Guif 1 as determined in the initial decision of the ALJ
of the FERC in proceedings pending before the FERC, would
require a net increase in est year revenues of 81 million, of,
if applied on the basis of a 38 57% share of MSE's share of 21
power from Grand Gulf | being allocated to the Company in
such FERC proceedings, as originally proposed in such
proceedings, would require a 52611 million net increase in
test year revenues. These amounts give effect to the projected
reduction in fuel costs associated with the nuclear fuel com-
ponent of such purchased power expenses in the amounts
of approximately $12.4 million and 529 million, respectively.

On March 4, 1985. the LPSC denied the April 1984 rate
request on the basis that the commercial operation dates of
the two units were stll uncertain. The Company plans to
refile its rate case and to take all necessary legal and other
action in order to obtain the rate relief necessary to enable
it to meet its obligations resuiting from the anticipated
second quarter 1985 in-service status of Waterford 2 and
Grand Guif |
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3. INCOME TAXES

income ta. expense is composed of the following:

_ 1984 1983 1982
Current: [In Thousands)
Federal $5019 § 2725 S 1463
State _1.38I 3010 6974
Total 12400 5.735 8437
Deferred — net:
Liberalized depreciation 826 4550 5967
Deferred fuel cost [10.378)  {2.663) 5336
Unbilled revenue 18.082 (348) (689)
Other 2702 2.069 5,345
Total 11,232 3608 15,959
Investment tax credit adjustments — net 9% 13293 32744
i Recorded income tax expense 558608 $22636  $57.140
Charged to operations $3597 519616 555842
Charged to other income 6 085 3,020 1,298
Charged to cumulative effect of change in accounting method 16548 — -
Recorded income tax expense 58608 22636 57,140
Income taxes applied against the debt component of AFDC 4249 26019 14227
Total income taxes $92857 548655 §71.367
Total income taxes differ from the amount computed by
applying the statutory Federal income tax rate to income
befare taxes. The reasons for the differences are as foliows
1984 N 1983 1982
f Of % of % of
Pre-Tax Pre-Tax Pre-Tax
Amount  Income  Amount _ Income  Amount  Income
Computed at statutory rate S119425  460%  $70924 460% S80315 460%
Increases {reductions) in tax resulting from:
Allowance for funds used during construction (58879) (22 7) (45,5000 (295} (2489) (14.3)
State income taxes net of :
Federal income tax effect 2801 11 1.895 1.2 4652 2.7
Other — net 4739 118 (4683) (30)  (293Y  (1.7)
Recorded income tax expense 58608 226 22636 147 57.140 327
Income taxes applied against debt
component of AFDC U492 90 26019 123 14,227 5.1
Total income taxes = 5 9285/  316m  S4B8655  27.0%  $71.367  378%
Unused investment tax credits at December 31, 1984 Cur, wne tax timing differences for which deferred
amounted to 701 million. These credits may be applied INCOME te. J0t been provided are 5680 million, $59.0
against federal income tax liabilities in future years. If not million. ana . million in 1984, 1983, and 1982 respectively.

used. they will expire in 1992 through 1999




R e e s

4. LINES OF CREDIT AND
RELATED BORROWINGS

At December 31, 1984 the Company had $28.1 mi".on in
lines of credit with Louisiana banks and participated with the
other Middle South System operating companies in $180
million of consolidated lines of credit with banks outside the
Middle South System area of service. In February 1985, these
non-terrtonal bank lines of credit were reduced to $140
million. Compensating balances [approximately 5% of the
commitment amounts| or equivalent fees are required by
certain of the lending banks. Additionaily, the Company
participates with certain other companies of the Middle
South System in a money pool arrangement whereby those
companies with available funds make short-term loans to
ather companies in the System having short-term borrowing
requirements. The Company also has arrangements with a
commercial paper dealer for the sale of cornmercial paper.

The Company may borrow from these sources subject only
to its maximum authorized level of short-term borrowings
The Company has received authorization from the Secunties
and Exchange Commission under the Public Utility Holding
Company Act of 1935 to have outstanding at any one time
short-term borrowings aggregating not more than the lesser
of $200 milhon or 10% of the Company’s capitalization. At
the end of the years 1984 and 1983 the aggregate amount of
unused lines of credit with Loursiana banks were $28. |
mullion and $29.2 miltion, respectively. The operating compa-
nies had available at the end of 1984 and 1983 $180 million
and $122 1 milhon, respectively, under the consolidated ines
of credit

The short-term borrowings and the applicable interest
rates {determined by dividing applicable interest expense,
excluding that accrued on settiement agreement funds used
by the Company [see Note 11). by the average amount
borrowed) for the Company were as follows

Maximum borrowing
Year-end borrowing
Average borrowing:
Bank loans
Commercial paper
Associated companies
Average mnterest rate during the period.
Bank loans
Commercial paper
Associated comparies
Average interest rate at end of period
Bank loans
Commercial paper
Associated companies

1984 1983 1982
(In Thousands|
$159201 S185,118 5145793

S17800u S 44.000

$ 32861 S 59699 S 31,728
S 592 § 25180
S 26066 § 25892 =

117 9% 15.4%
9.5% 15.7%

0 7% 94% e
11.0% 98%
9% -
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5. PREFERRED AND COMMON STOCK

Preferred stock at December 31, 1984 and 1983 consisted of the following:

T L B N T e i T .

Shares

T e R B B B S S S B T S o SRR 30 S TR S A I S EW R TR

E Authonzed at Shares Qutstanding Current

{,- December 3i at December 31, Call Price

? Cumulative, 5100 Par Value ___ lesa 1984 1983 Per Share

Without sinking fund:

[“ 4.96% Series 60,000 60000 60000  S104.25

3 4 16% Senes 70.000 70.000 70,000 104 21

f 4.49% Senes 70,000 70,000 70.000 104 06

! 5.16% Series 75.000 75,000 75,000 104.18

i 5 40% Series 80,000 80000 80000 10300

; 6:44% Series 80.000 80,000 80.000 102.92

AR 24 9.52% Series /0.000 70,000 70000 10658

Ii 7.84% Series 100.000 100,000 100,000 10574

! 7.36% Senies 100.000 100,000 100,000 105.20

| 8.56% Series 100.000 100,000 100,000 105.28

3 9.44% Scnes 3N0.000 300.000 300.000 109.06

:» 11.48% Series 350,000 350,000 350000 11111

. Total 1 455000 1455000 1455000

i Urnssued 3045000 - -

3 Total 1500000 1455000  1.455000

f‘ Cumnulative, 525 Par value -

i With sinking fund: :

fA 10.72% Series 2.280 000 2280000 2400000 S 270!

; 13.12% Senes 1 520,000 1520000 1,600,000 2746

\", 15.20% Series 1. 200000 1,200,000  1,200.000 2880

F 14 72% Series 2,000,000 2,000,000  2.000.000 2868

; 12.64% Series 1.000.000 3000000  3.000.000 2816
19.20% Series 2000000 2,000,000 - 29.80

% Total 12000000 12000000 10,200,000

B Unissued 9800000 - -

L Total 21800000 12,000,000 10,200,000

e 1984 1983

i : [in Thousands)

¥ Without sinking fund:

;‘. Stated at $100 a share § 145500 S 145500

i' Premium 382 382

g Jotal preferred stock and premium, without sinking fund $ 145482 S 145882

: With sinking fund:

{“ Stated at 525 a share 5 3)0000 § 255000

| Issuance expense 115.499) [14.049)

|', Total stock and issuance expense, with sinking fund § 284501 S 24095

!

A
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The 10.72%. 13.12%, 15.20%, 14 72%, 12.64% and 19.20%
preferred stock issues are each subject to a sinking fund
pursuant to which the Company is obhigated to redeem,
commencing on July 1, 1984, October 1, 1984, November 1.
1985, May 1, 1987, February 1. 1988 and August 1, 1990,
respectively, and ending in the year in which all of the shares
of said issues have been redeemed. 120,000, 80,000, 60,000,
100,000, 150,000 and 400.000 shares, respectivery, at a price
of 525 per share plus accumulated and unpaid dnvidends.

The changes in the number of shares of Cormmon and
Preferred Stock outstanding during the three years ended
December 31. 1984 were as follows:

6. LONG-TERM DEBT

Number of Shares
1984 1983 1982

Common Stock shares

sold 9847800 22728000 7.576.000
$25 Preferred Stock

shares sold 2.000.000 3,000.000 2.000.000
$25 Preferred Stock

shares redeemed 20000 — -

In September 1983 the Company sold 3,994,000 shares of
its cormmon stock, No par value, to Its paret company
concurrently with, and for an amount equal to, the payment
of a $26,359,000 cash dividend on its common stock

Long-term debt at Decernber 31, 1984 and 1983 consisted of the following:

Total First Mortgage Bonds

1984 1983
First Montgage Bonds: (In Thousands)

3% Series due 1984 S S 18000
9 9% Series due 1986 75000 75.000
4%% Sernes due 1987 2007 20,000
15%% Series due 1988 50,000 50,000
10%% Senes due 1989 45 000 45,000
5 % Senes due 1990 20.000 20,000
16 % Series due 1991 75,000 75.000
16%4% Senes due December 1, 1991 100.000 100.000
12 % Senes due 1993 100 000 100.000
4%% Series due 1994 25.000 25.000
16 % Series due 1994 100.000 -
5%% Series due 1996 35000 35.000
5%% Series due 1997 16,000 16,000
6%% Series due September | 1997 18100 18.000
7%% Series due 1998 35000 35.000
9%% Series due 1999 25.000 25,000
9%9% Series due 2000 20.000 20.000
7‘% Series due 2001 25000 zst
7%% Series due 2002 25.000 25,000
7%% Series due November | 2002 25000 25,000
8 % Series due 2003 45 000 45 000
8%% Senes due 2004 45 000 45.000
8%% Senes due 2006 40,000 40.000
10 % Series due 2008 60 000 60.000
13%% Series due 2009 »5 000 55.000
13%% Senes due 2013 100.000 100.000
13 % Senes due September |, 2013 50 000 50.000
14%% Senes due 2014 55 000 =
151 % Senes due December |, 2014 35000 -
1.319.000 1,147 000
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Other:
St. Charles Pansh Pollution Control Revenue Bonds. Series 1984
lless $1,457 on deposit with trustee) 113543 -
St. Charles Parish Pollution Control Revenue Bonds, Second Senes 1984
{less $105.000 held in cash collateral security account) —
Other poftution control and industrial revenue bond obligations,
6.400%-8% due 1988-2009 16,300 16,300
Principal amount of municipal revenue bond obligations, 14%-8% due sernally
1985-2004, and other future obligations under operating agreements 34342 36,804
Total Other o 164185 53104
Unamortized premium and discount on long-term debt — net (8 781} {6,189)
Total Long-Term Debit 1474404 1193915
Less — Amount due within one year 2.549 20462
Long-Term Debt excluding Amount Due Within One Year $147185 51173453

In June and December 1984 the Company entered into
agreements with St. Charles Parish (Parish) whereby the
Pansh issued $115 mitlon (Senes 1984) and $105 milhon
(Second Series 1984), respectively. in adjustable/fixed rate
Pollution Control Revenue Bonds due 2014 The bonds bear
nterest at 8 75% per annum for three years and thereafter
convert to an annually adjusted interest rate, Not to exceed
15% per annum. The bonds are secured by letters of credit
and are subject to redemption in June and December 1986,
respectively, at the option of the issuers of the letters of
credit, if Waterford 3 1s not in commercial operation by Jan-
uary 15. 17986

At December 31, 1984, the Second Series 1984 bond
proceeds are held by the issuer of the letter of credit {issuer]
in a cash coffateral secunty account. The Company and issuer
have 120 days following the commercial operation date of
Waterford 3 to obtain participation from other banks in the
letter of credit. at which time the proceeds will be released 1o
the Company. If such participation is not obtained, the bonds
are subject to redemption, at the option of the bondholders

Sinking fund requirement: on First Mortgage Bonds and
maturities under long-term debt instruments in effect at
December 31, 1984 for the years 1985 through 1989 are as
foliows:

Year Sinking Fund*  Matunties**
[In Thousands)

1985 $11.290 $ 2549

1986 12,440 77675

1987 12,240 22,774

198K 12,240 52832

1989 11,740 48016

*Sink. 7 und requirements may be sanistied by cemtification of
pPrepety acdhtions at a rate of 167% of such requirements
**1t is anticipated that First Mortgaye Boned maturities wall be
refinanced at maturity

7. RETAINED EARNINGS

The Mortgage, which is presently more restrictive than the
Articles of INcorporation, contams provisions restricting the
payment of dividends or other distnibutions to commaon
stockholders. At December 31, 1984, all retained eamings
were free from such restrictions.

8. COMP ITMENTS AND CON™" GENCIES
Capital Requirements

The Company’s construction program contemplates the
following estimated expenditures {including AFDC)

1985 1986 1987

{In Millions)
Construction expenditures $321.1 82179 51802
AFDC (included above) 915 81 136

In addition to the capital requirements necessary to fund
the construction program, substantial additional capital would
be required in the petiod 1985- 1987 if certain costs assoc-
ated with Waterford 3 are deferred in accordance with a
rate moderation proposal to be included in a retail rate
increase applicaton with the LPSC,

System Fuels, Inc.

The Company has a 33% interest in System Fuels, inc. (SF1j,
a jontly-owned subsiciary of the four principal operating
subsichanes of Midd'e South Utilities, Inc. (MSU). SFI operates
on a non-profit basis for the purpose of planning and imple-
menting programs for the procurement of fuel supphies for
all of the operating companies, its costs are pnmarily re-
covered through charges for fuel defvered
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Availability Agreement and
Power Purchase Advance Payment Agreement

Realiocation Agreement
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follows: the Company, 38.57% and 26 23%. MP&L. 31 63%
and 43.97%. and NOPSI, 29 80% and 29 80%. respectively
This allocation was consistent with a prior allocation of
capacity and energy for the units among the Company.
MP&L. and NOPSI, pursuant to a memorandum of under-
standing executed by the Systerm operating comparnies on
July 21, 1980. Under the Reallocation Agreement. the Company.
MPSL. and NOPSI. in proportion to such allocadons, have
assumed all of the responsibilities and obligations of AP&L
with respect to these units under the Availability Agreement
and the Power Purchase Advance Payment Agreement and.
in consideration thereof. AP&L has relinquished its rights in
the Grand Guif Station. However, each of the System operat-
ing companies, ncluding AP&L. remains pnmarily hiable to
MSE and its assignees for payment or advances under the
Availability Agreement and the Power Purchase Advance
Payment Agreement in accordance with the respective origi-
nal percentages set forth in the immediately preceding
paragraph. AP&L would be obligated to make its shate of the
payments or advances only if the other Systermn operating
companies were unable to meet therr contractual obligations.
The percentage allocations to the Systern operating com-
panies of capacity and energy available to MSE from Grand
Gulf 1 and 2, as set forth in the agreements referred to above,
are subject to the approval of the FERC, which has junsdic-
tion in the matter.
Unit Power Sales Agreement and
New System Agreement

The System operating companies, including the Company,
have requested, or will request, from their respective state
public utility commissions rate adjustments adequate to
permit them to meet thewr abligations to MSE to purchase
power under the Unit Power Sales Agreement (See Note 2.
Under the Unit Power Sales Agreement, as filed with the
FERC, the capacity and energy available to MSE from Grand
Guilf Station would be sold to the Company. MP&L. and
NOPSI in accordance with the percentages set forth in the
Reallocation Agreement discussed above. An Admiristrative
Law Judge [ALJ) of the FERC has rendered his initial decision
regarding such Agreement. The ALJ has deferred any deci-
sion on Grand Gulf 2 and has recommended that capacity
and energy from Grand Gulf | be allocated to APSL as well
as the other System operating companies. The ALJ's decision
allocates MSE ‘s share of the capacity and erergy - m Grand
Guif 1, as follows. 14% to the Company, 36% to AP&L, 53% to
MP&L, and 1 7% to NOPSI, compared to MSE’s request that
such costs be allocated 38 57% to the Company, 31 63% to
MPA&L, and 29.80% to NOPSI. This decision. which AP&L s
Opposing, 1s subject to review of the FERC. In addition to the

Company, the other three System operating comparves also
have intervened in the proceeding

On April 30, 1982, Middle South Services. Inc. [MSS), on
behalf of the System operating companies, filed with the
FERC for approval of the New System Agreement that pro-
vides for the coordinated planning. construction, and opera-
tion of their generation and transmission facilities. Rates
under the New System Agreement became effective on
January 1, 1983, subyect to refund. Various parties have inter-
vened in this proceeding. Some parties are contesting the
method by which the agreement equalizes capacity and
energy among the System operating companies and certain
proposals, if adopted, could cause significant changes in
the allocation of costs among the comparies. Hearings
concluded in December 1983 On February 4, 1985, the ALJ

eanng the New System Agreement proceeding ssued his
initial decision recommending that the New System Agree-
ment be adopted, as filed with the FERC, with certain modi-
fications. Principally, the decision recormmended that a

15.75% return on commeon eguity be granted; that no penodic
review conditions be attached to approval of the New
System Agreement; that production cost equalization of all
System generatng units, as proposed by varnous intervening
parties, not be granted: and that the reserve equalization
provisions in the New System Agreement, as filed, be
adopted. However, the AL went on to recommend that the
Grand Guif Station be integrated into the New System
Agreement by having each of the System operating com-
pamies pay for the capacity and energy costs of Grand Gulf
based on the ratio that each System operating company’s
annual demand bears to the annual demand of the entire
System and that each Systermn operating company’s share of
Grana Gulif be included in calculating such Company’s cap-
ability, and. consequently, its reserve equalization payments.
This decision is subject to review of the FERC.

In an effort to resolve the difficult and complex iISsues
involved in the Unit Power Sales Agreement and the New
System Agreement proceedings, the System operating
companies, MSE. and MSS, as agent for the System operating
companies, submitted an Offer of Settlernent to the FERC on
January 4, 1985. Under the terms of the Settiement Offer, the
New Systern Agreement, as currently in effect would remain
in etfect unchanged. The Unit Power Sales Agreement. as
proposed to be amended, allocates MSE’s share of the
capacity and energy from Grand Guif |, from the date
of commercial operation through December 31, 1990, as
follows: 14% to the Compary, 17.1% to AP&L, 19% to MP&L,
179% to NOPSI and 32 %% as inventoned capacity. Effective
January 1. 1991, the allocation changes as follows: 2748%
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to the Company, 2787% to AP&L. 24.42% to MP&L. and
20.23% to NOPSI. Accordingly. t eginning January 1, 1991,
the Company would commence paying its respective share
of the full cost of service of Grand Guif 1, including amorti-
zation of the deferred carrying charges on inventoried
capacity over the remaining life of Grand Guif |, plus a
return on the deferred carrying charges. This proposed
Offer of Settlement s subject to review of the FERC.

On February 22. 1985, the FERC issued an order convening
a settlement conference for the purpose of addressing the
proposed Settlement Offer and of resolving tre issues in the
Unit Power Sales Agreement and New System Agreement
proceedings. The inibat settlement conference 1s scheduled
to convene on March 12, 1985

It 1s not possible to predict what decision or decisions the
FERC wll uitimately render in the New System Agreement
and Urit Power Sales Agreement proceedings cr with re-
spect to the Offer of Settliement. If timely recovery of any
cost allocated to the Company as a result of any FERC
decision in these cases is not permitted by the LPSC, the
Company's financial position could be adversely impacted.
Nuclear Liability Insurance

As of Decermnber 31, 1984, tre Price-Anderson Act imited
the public hiability of a licensee of a nuclear power plant to
$620 milhion fer a single nuclear incident. This limit wall
increase by $5 milhion for each addiional operating license
issued by the Nuclear Requlatory Commission (NRC). insur-
ance for this exposure is provided by private insurance and
an indemnity agreement with the NRC. Every licensee of a
nuclear power plant is obligated, in the event of a nuclear
incident involving any commercial nuclear facility in the
Uruted States that results in damages in excess of the private
insurance, to pay retrospective assessments of up to $5 mil-
fion per incident for each licensed reactor it operates of
up 1o a maximum per reactor owned of $'0 milhon in any
calendar year At December 31, 1984 the Company had one
hicensed reactor

The Company 1S a3 member-insured under a primary
property damage insurance program provided by Nuclear
Mutual Lirnited, a mutual insurer. As a member-insured with
this mutual, the Company is subject to assessments if losses
exceed the accumulated funds available to the insurer. The
present maximum assessment for incidents occurring during
a policy year is approximately 521 milhon,

Spent Nuclear Fuel

Under the terms of its nuciear fuel lease. the Company 1S
responsible for the disposal of spent nuclear fuel. The
Company considers all costs incurred or 1o be incurred in the
use and disposal of nuctear fuei to be proper companents of

nuclear fuel expense and provisions to recover such costs
have been made in an apphication to the LPSC. The Company
has executed a contract with the Department of Energy
(DOE) whereby the DOE wiill furnish disposal service for the
Company's spent nuclear fuel at a cost of one mill per
kilowatt-hour of gross generation.

Federal Income Tax Issues — IRS

The Federal income tax returns for the years 1971 through
1978 have been examined by the IRS. For the years 1971
through 1976, all issues. other than an issue involving the
taxability of customer deposits, have been settled and a tax
assessment of $1.6 million, plus interest of $1.8 million. has
been paid. Payment of the tax assessment and interest did
not have a matenial effect on net income. For the years 1977
and 1978, the IRS has proposed certain adjustments that.
except for the customer deposits issue, are not matenal. A
written protest has been fiied with the IRS. Any additional tax
hability that may result from resolution of the customer
deposits issue would not have a material effect on net
INcome because income taxes on customer deposits would
be normalized.
Consolidation with NOPSI

In the interest of increased economic efficiency, the Com-
pany and NOPSI have developed a plan to consolidate the

wo companies and their operations INto a new company

to be calied Lowsiana Power & Light Company. MSU, wt ch
currently owns all of the outstanding common stock of the
Company and NOPSI, would own all of the common stock
of the new company

9. LEASES

in 1980, the Company entered into a sale and leaseback
of centain office buildings and related real properties. A gain
of $13,438,000 has been deferred and 1s now being amor-
nzed over thz life of the lease. The lease is for a primary
term of 20 years and requires minimum annual rentals of
approximately $2,996.000 through 1985 and $3,307.00N
thereafter

Rental expense amounted to approximately 55,736,000,
$5.586,000 and $5.748000 in 1984, 1983, and 1982, respectively.

The Company has SEC authorization to lease nuclear fuel
up to $130,000,000 Lease payments. based on nuclear fuel
use, will be treated as cost of fuel. The lease, unless sooner
terminated by one of the parties, will continue through June
1. 2028. The unrecovered cost base of the lease at Decem-
ber 31, 1984, 1983, and 1982 was $129,230,000, $120,332.000,
and $108.479,000, respectively

Other lease commitments are not significant.
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The companies of the Middle South System have various
postretirerment benefit plans covenng substantially all of their
employees.

Pension plans are administered by a trustee who IS responsi-
bie for pension payrents to retirees. Various investment mana-
gers have responsibiiity for management of the plans’ assets.
In addition, an independent actuary performs the necessary
actuanal valuations for the individual company plans.

Effective January |, 1982, the Company modified the
method of amortizing prior service costs by changing from
a fixed amortization period of thirty years (o varying amortiza-
tion perods not to exceed thirty years. The effect of this
change on 1982 pension expense was not significant. Total
pension expense of the Company for 1984, 1983 and 1982
was $7471,000, 56,841,000 and $5,007,000. respectvely.

The comparison of the actuarial present values of accumu-
lated pension plan benefits and plan net assets for the
Company’s defined benefit plan is presented below. This
comparison was determined tn accordance with the provi-
sions of Statement of Financial Accounting Standards No. 36
which requires the use of certain assumptions which are
different from those used by the Company's actuary in
determining an appropriate level of funding for the Company.

Jarwuary 1,
1984 1983
(In Thousands)
Actuarial present value of
accumulated pension plan
benefits:
Vested 5 54348 49759
Norvested 3584 3876
Total $ 57932 $53635
e S
Net assets available for
mgm $110138 592935

The assumed rate of return used in determining the
actuanal present value of accumulated pension plan benefits
was P

The Company also provides certain heaith care and life
nsurance benefits for retired employees. Substantially all
employees may become eligible for these benefits if they
reach retirement age while still working for the Company.
These benefits and similar benefits for active employees are

provided through vanous means including payments of
premiums to insurance companies and/or accruals for self
insurance policies managed by insurance companies. The
Company recognizes the cost of providing these benefits by
expensing the payments made to the insurance companies
The cost of providing these benefits for retirees i1s not
separable from the cost of providing benefits for active
employees. The total cost of providing these benefits and the
number of active employees and retirees for the last three
fiscal years were as follows:

981983 1982

Total cost of hez.th care
and life insurance

(in thousands) 56598 $5426 55,181
Number of active

employees 2915 2700 2674
Number of retirees 522 491 473

A dispute between a gas suppher and the Company
anising from the gas supplier’s claimed nability to deliver full
quantitie’s of fuel gas due the Company under several natural
gas contracts was settled by the execution of a settiernent
agreement on June 4 1982 The settiement agreement
provades for the payment of $1.087 bi'lion in cash {of which
$587 million, $250 million ana $250 million were rece,ved by
the Company in Jure 1982, January 1983 and January 1984,
respectively) plus a guaranty of savings of at least $585
million in certan gas acquisition costs between 1982 and
1996 In March 1983, the LPSC ordered in general that the
refunds be made as follows: the $587 m."ion receved on
June 4, 1982, plus interest, or a total of $637 million. shall be
refunded in 1983, the $250 million received in January 1983
shall be refunded in ten equal instaliments beginning in 1984,
and the $250 million received in J-uary 1984 shall be
refunded in nine equal annual iNstaliments beginning N
1985, In addition, in February 1984 the LPSC ordered the
Company to refund $32 6 million, representing interest not
already covered in its March 1983 refund order, to customers
N equal instaliments over a nine year penod beginning with
the 1985 refund. As a result of the LPSC Orders, the Company
accrued in 1984, 1983, and 1982 net interest expense in the
amounts of $9.2 milhon, $11.1 mithion, and $19.2 rillion,

respectively
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12. TRANSACTIONS WITH AFFILIATES

The Company buys electricity from and sells electricity to
the other operating subsidiaries of MSU, its parent, under
rate schedules filed with the FERC . In addition. the Com-
pany purchases fuel from SFI and receves technical and adwi-
sory services from Middle South Services, Inc.

Operating revenues include revenues from sales to affili-

ates amounting to $12.236.000 in 1984, 525,310,000 in 1983,

and $30,832,000 in 1982. Operating expenses include char-
ges from affikates for fuel cost, purchased power, and techni-
cal and advisory services totalling $338.686,000 in 19€4,
$339.314.000 in 1983, and $407.903.000 in 1982

13. QUARTERLY RESULTS (Unaudited)

Unaudited operating results for the four quarters of 1984
and 1983 follow:

Operating Income
Quarter Operating  As Previously As
Ended Revenues Reported _ Restated (2) Net Income 31
{In Thousands)

1984
March {1 5267.901 531,665 540,026 §57,200
June 295 646 61,616 4543
September 377.277 656,510 66510 55167
December 304 83 46 931 46,933 43213

1983
March 267,205 33016 38424 23623
June 252,322 30929 37.017 28.254
September 349,138 49.177 56,166 47373
Decernber 276,078 33313 40847 32.296

(1) For the quarter ended March 31, 1984 net income was increased by $176 million as a result of a change in accounting method to provide
for the initial accrual of the non-fuel portion of estimated unbilied revenues (See Note 1B)

{21 In order to conform financial staterment presentation to rate-making treatment, the Company has reclassified certan income tax credits
from mclusion in other Income tw INCIUSIoN IN aperating income. Accordingly. operating income for the quarters ended March 31 1984,
June 30, 1984 and for each of the quarters in 1983 has been restated

The business of the Company is subject to seasonal interim period should not be considered as a basis for
fluctuations with the peak period occurring dunng the estirnating the resuits of operations for a full year
summer months. Accordingly. earmings information for any
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14. EFFECT OF INFLATION Accounting Standards No. 33, "Financial Reporting and Chang-
ON OPERATIONS (Unaudited) ing Prices”, as amended by Statement of Financial Account-
The following supplementary information about the effect ing Standards No. 82 it should be viewed as an estimate of
of changing prices on the Compary is provided 1n accor- the effects of changing prices, rather than as a precise

dance with the requirements of Statement of Financial measure.

Staternent of Income from Operations and Other Financial Data
Adjusted for Effects of Changing Prices
for the Year Ended December 31, 1984

fin Thousands)
As Reported in Adjusted for
the Changes in
Financial Specific Prices
Staterments [Current Costs)
Revenues* $1,245.659 51,245,659
Operating expenses (excluding depreciation|* 990,984 990,984
Depreciation 47.95! 122 824
Total operating expenses 1.038.935 1,113,808
Operating income 206,724 131,851
Other income* 98 662 98,667
Interest & other charges* 122,001 122,001
rwnehomgaums MIgﬂﬂusmmmnetmmabce cost) $ 183385 S 108512
Increase in specific prices [current costs| of property, plant. and equipment
held during the year** s 107421
Adustment to net recoverable cost 47.646
Effect of increase in general price level (209.3%2)
Excess (deficiency) of increase in specific prices, after adjustnent
o net recoverable cost, over increase in general price level [54.325]
Gain from decline in purchasing power of net amounts owed 97.771
Net S 43446

*Assumed to be in “average for the year” dollars and thus are not restated
**At December 31 194, current crst of property, plant. and equipment, net of accumulated depreciaton. was $5.649,255 000, w ile istoncal
€Ost or net cost recoverable through depreciation was 53571420000
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Frve-Year Companson of Selected Supplementary Financ.al Data
Adjusted for Effects of Changing Prices
(in Thousands of Average 1984 Dollars)

Year Ended December 31,

1984 1983 1982 1981 1980

OPERATING REVENUES
CURRENT COST INFORMATION:
Income from operations (excluding
adjustment to net recoverable cost)
Excess (deficiency) of increase in specific
prices, after adjustment to net recoverable
COSE. over increase in general price level

Net assets at year-end at net recoverable
cost

GENERAL INFORMATION.

Gain from decline in purchasing power
of net amounts owed

Average consumer price index

Current cost 3mounts reflect ine changes in specific prices
of property. plant. and equipment from the year of acquisi-
ton to the present. The current costs of property, plant, and
equipment, which represent the estimated costs of replacing

existing plant assets, are determined by applying the Handy-
Whitman Index of Public Utility Construction Costs (HWI) to
the cost of the surviving plant by year of acquisition. Land
and certain other plant assets that are not included in the
HWI were converted using the Consumer Price index for all
Urban Consumers [CPI-U).

The current year's depreciation expense on the current cost
amounts of property, plant, and equipment was determined
by applying the Company's depreciation rate . tc the indexed
amounts.

Fuel inventonies and the cost of fuel used in generation
have not been restated from their histonical cost in nominal
dollars. Regulation limits the recovery of fue' ~asts to actual
costs incurred through the operation of adjustrnent clauses or
adjustments in basic rate schedules. For this reason, fuel
inventories are effectively monetary assets.

As prescribed in Statement of Financial Accounting Stand-
ards No. 33, income taxes were not adjusted.

The regulatory commissions to which the Company Is
subyect allow only the historical cost of plant to be recovered

§1.245659 51193464 51286565 $1,276562 5107589

108512 § 614iI0 $ 49624 S 68159 § 58252

(54325 § (24929) $ (5.245] S (120558) S (195.711)

B43174 8§ 798300 S 691444 S 680657 S 679.157

97771 S 85067 S 70592 S 142830 S 190819
311 2984 289 1 2724 2468

in revenues as depreciation. Therefore, the excess cost of
plant stated in terms of current cost over the historical cost of
plant is not presertly recoverable in rates. This excess (deficiency)
is reflected as an adjustment to net recoverable cost. While
the ratemaking process gives no recognition to the current
cost of replacing property, plant, and equipment, the Com-
pany believes, based on past experiences, that it will be
allowed to earn the in-reased cost of its net investment
when replacement of facilites actually occurs.

To properly reflect the economics of rate regulation in the
Statement of Income from Operations presented above, the
adjustment of net property, plant, and equipment to net
recoverable cost is adjusted by the gain from the decline in
purchasing power of net amounts owed Dunng a period of
inflation, holders of monetary assets suffer a loss of general
purchasing power while holders of monetary liabilities experi-
ence a gain. The gain from the decline in purchasing power
of net amounts owed s primarily attributable to the substan-
tial amount of debt which has been used to finance propérty.
plant, and equipment. Since the depreciation on this plant is
limited to the recovery of historical costs, the Company does
not have the opportunity to realize « holing gain on debt
and is limited to recovery only of the embedded cost of debt
capital.



1984 1983 1982 1981
| Estimated population served 654 000 1,.629.000 1,600,000 1.585.000
) Electric customers — year end
Residential 495416 487.148 478,360 469,998
Commercial 5838 53812 52,00} 50,574
Industrial 347 7.503 6618 6,655
Other 3¢ 3562 3408 3352
Total electnc cust omers 562,273 552,025 540,387 530,579
Electric operating revenues ($000)
Residential S 404 75, 5 358840 S 364,005 $ 341555
Commercial 215444 186,822 182,981 164,653
Indusanial 67 088 529649 574,060 525.349
Other 63,375 69432 74537 86,204
Totai elecinic operating revenues 51245659 $1.144,743 51,195,583 $1,112,761
KWH sales (milhons) -
Residential 6630 6274 6429 6405
Commercial 34 3168 3130 3016
ey | Industrial 2,168 11,491 12.997 13.067
| Cther | 08 1,305 1,385 | 664
Total Sales 23,290 22238 23941 24152
Residential customer data
Average annual use — KWH 3479 12.996 13,545 13.79i
Average annual revenue per KWH 6104 572¢ 5.66¢ 533¢
Commercial customer data
Average annual use — KWH 62,039 59886 60,900 60,669
Average annual revenue per KWH 6324 5.90¢ 5.85¢ 5460
Peak System demand (i M) 4. 200 4,207 4,259 4,256
System nput (KWH in mullions)
Generation 14100 12922 14,540 15471
Purchased power 10419 10,662 10,567 9.745
Total system input 4519 23,584 25,107 25,216
Fuel cost for generation ($000) 9974 S 34959% $ 387,710 S 356.786
Generating capability (MW) 3 60 4618 4,625 4,625
Heat rate — BTU Per KWH ¢enerated 10,649 10,793 10.800 10681
% Operating income ($000) 5 206,724 5 172454 S 187.336 5§ 167,224
. Net income (S000) 2 I § 131546 S 117458 5 124469
-
- Gross electric plant (5000) 54,116, 78 $3688,148 §3,131 461 $2.634,000
. Total assets ($000) 3849 138 $3.565,316 $3602,112 $2,330.20!
Capitalization (5000}
Long-term debt 14718 $1.173453 § 94759 $1,001,209
Preferred stock. with sinking fund 284 501 240951 169,101 121,381
Preferred stock, without sinking fund 145 88 145,882 145 887 145 882
Common equity 855 8 778,798 649 881 615895 =
Total capitahizaton 2 158.09° $2.339.084 $1912460 51884367
Employees — year end 973 2.756 2.721 2499
*Net income for 1984 includes the cumulative effect to January 1. 1984 of accrung unbilled revenues in amount of 517626
thousand after income taxes




1980 1979 1978 1977 1976 1975 1974
1,553,000 1.509.000 1,455,000 1,345,000 1,304,000 1,250,000 1.225.000
457.191 443527 427938 395479 384.213 366,242 356,479
48617 46,848 44 884 40,09 38632 36,166 35,014
6846 7.162 7518 7,651 6,586 5,824 5424
3,250 3173 3044 2,770 2634 249 2425
515,904 500,710 483 384 445 .99% 432,065 410.728 399,342
S 265,080 S 180,364 S 146,326 S 124,500 S 93712 S 87819 § 85791
123,656 85983 68,328 55,398 42505 39,789 38092
358,177 212853 141803 114 874 72,278 64,386 65,264
106610 78.276 99918 84.179 117,782 72,850 53,605
§ 853523 S 557476 $ 456,375 S 378951 $ 331277 S 264844 S 242,752
6398 5,996 5.862 5334 4597 4,346 4,956
2876 2721 2624 2.268 1,965 1852 1,671
11,963 11,388 9.685 9028 8,068 6,600 6,133
2,708 3147 4541 4322 6,921 6,359 6,788
23945 23.252 22712 20,952 21,551 19,157 18,548
14,177 13,758 14.063 13680 12.328 12.028 11,249
4 14¢ 301¢ 2.50¢ 2.33¢ 2.04¢ 2.02¢ 217¢
60129 59,363 60,498 57,502 53,115 51,940 48447
43¢ ERL 260¢ 2.44¢ 2.16¢ 2.15¢ 228¢
4,078 4.091 3852 3515 3,180 2.883 2692
16,440 18429 21.251 20,204 21541 18.93! 17904
8670 5,860 2.799 1,901 1,077 1154 1.5%4
25,110 24,789 24 050 22,105 2268 20,085 19498
§ 296820 S 190226 S 168117 S 141,236 S 135211 S 85134 S 76846
4625 4612 4603 4447 4392 4,346 3569
10.753 10,625 10,185 10,202 10,036 10,198 10.345
§ 133018 $ 88067 § 79659 S 69040 § 63617 S 64663 $  59.146
S 100676 S 65129 § 53744 § 44406 5 39227 § 4369 S 40886
$2.319,246 $2.069.106 $1.792.952 $1,509.785 $1.309439 $1,172911 $1.077,798
$2,078.445 $1.842 365 $1,557.157 $1,298.751 $1.158,262 $1.051,242 S 946933
5 828989 $ 827430 S 728748 $ 566315 $ 575809 § 519088 § 468987
121,381 92990 - by - o -
145,882 145,882 110,809 110.809 80,776 80,776 80,776
564,108 487441 417.192 363,763 332,725 307,361 247,174
$1,660.361 $1.553,743 51,256,749 $1.040.887 $ 989,310 $ 907,225 $ 796,937
2342 2329 2216 2.129 2118 2104 2.089
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DIRECTORS

JAMES M. CAIN
President and Chief Executive Officer

of the Company
President

New Orleans Public Service Inc
TEX R. KILPATRICK
Presicent

Central Amencan

Lie Insurance Company
JOSEPH J. KREBS, JR.
Chairman of the Board

J J Krebs & Sons. Inc
FLOYD W. LEWIS
Chairman and President
Middie South Utiliues, Inc

H. DUKE SHACKELFORD
Agnicultural Interests

W CLIFFORD SMITH
President

T Baker Smith & S

JACK M. WYATT

Farmer Chairman of the Board and

Chief Executive Officer of the Company

(Retired August 1, 1983)

*Resigned effective February 25, 1985

**Elected effective February 25, 1985

OFFICERS

JAMES M. CAIN

President

G. D. McLENDON
Executive Vice President
MALCOLM L. HURSTELL
senior Vice President —
Energy Delivery

D. L ASWELL

Senior Vice President

Fossil Operations

J. J. CORDARO

Senior Vice President —
External Affairs

J. H. ERWIN, JR.

Senior Vice President and Consultant
R.S. LEDDICK

Senior Vice President —
Nuclear Operations
MALCOLM H. McLETCHIE
Senior Vice President -
Accounting and Finance, and Treasurer
KICHARD L. MURLOWSKI
Senior Vice President —
Assistant to the President
WILLIAM C.  JELSON
Senor Vice President —
Adirmirustration and Services
D. E. KNOWLES, JR.

Group Vice President —
Division Operations

JOHN H. CHAVANNE

Vice President —

Corporate Control and

Assistant Secretary

S. G. CUNNINGHAM, JR.

Vice President —

Rates and Regulatory Affairs

G. F. DELERY

Vice President — Consumer Services
L. V. MAURIN

Vice President — Fossil Operations
W. H. TALBOT

Vice President —

Assistant to President, and Secretary
T. W. BOATRIGHT

Assistant Treasurer

R. N. GARRETT, JR.

Assistant Treasurer

N. J. BRILEY

Assistant Secretary

E. A. LUPBERGER

Assistant Secretary and

Assistant Treasurer

R. J. ESTRADA

Assistant Secretary and

Assistant Treasurer*

R. DRAKE KEITH

Assistant Secretary and

Assistant Treasurer™*

R. J. ABADIE

Controller
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Louisiana Power & Light Company operates in 46 of
the 64 parishes of Louisiana a 19.500-square-mile
area which, as of December 31, 1984, had an est
mated population of 1,654,000 At year-end 1984
LP&L was serving approximately 42% of Louisiana’s
population

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

LP&L’s system is part of, and is inter
innected with, the other operating
ompanies of the Middle South
Utilities System. This arrangement
provides more dependable ele
tric service for customers, and
also results in the greatest
economy in the generatior f
electnc power, with res
savings to customers

GENERAL OFFICE TRANSFER AGENT FOR
142 Delaronde Street PREFERRED STOCK
P O Box 6008 Bradford Trust Company
New Orleans, Lousiana 70174 67 Broad Street
(504} 366-2345 New York New York 10004
REGISTRAR FOR TRUSTEE FOR
PREFERRED STOCK FIRST MORTGAGE BONDS
Harns | .ust Company of New York The Chase Manhattan Bank, N.A
Nirnth Floor Corporate Trust Adrmunistrative Division
110 William Street I New York Plaza, 14th Floor

New Yok, New York 10038 New York, New York 10081




