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ABOUT THE COMPANY

Arizona Public Service Company (the "Company” or "APS") is engaged principally in the
generation and sale of electricity. APS, a successor to a series of small utility operations
originating in 1886, was incorporated in 1920 under the laws of Arizona and has operated under
its present name since (952 The Company's electric service reaches approximately 1,561,000
people, or about 45 percent of the sta*e’s _opulation, in an area that includes all or part of 11 of
Arizona’s 15 counties.

All the shares of common stock of the Company are owned ny Pinnacle West Capital
Corporation ("Pinnacle West”) (formerly AZP Group, Inc.), which Lecame the Company's
corporate parent, effective in April 1985, pursuant to a ~orporate restructuring The
restructuring did not affect the Company's preferred stock or any of its outstanding debt
securities, all of which remain obligations of the Compary. APS Finance Company N.V., Bixeo,
Inc., and APS Fuels Company are wholly-owned subsidiaries of the Company. APS Finance
Company N.V. was dissolved as of June 30, 1987, APS Fuels Company is in the process of
dissolution, and Bixeo, Inc is currently inactive.

ANNUAL REPORT

This report is published to provide general information concerning the Company and not in
connection with any sale, offer for sale, or solicitation of an offer to buy. any securities.

ANNUAL MEETING OF STOCKHOLDERS

All stockhalders are invited to attend the Company's sixty-eighth annual meeting at 10:00
am. on Thursday, April 21, 1988 at the Sheraton Phoenix, 111 North Central Avenue, Phoenix

Arizona.

APS OFFICERS

0. Mark De Michele, 54, President and Chief Executive Officer

Walter F. Ekstrom, 50, Vice President, Electriec Operations

Karl Eller, 59, Chairman of the Execut ve Committee

David W. Ellis, 49, Vice President, Marketing and Energy Management
Kathryn A Forbes, 37, Vice President and Controlier

Joseph A Gelinas, 43, Vice President, Employee Relations

Jerry G Haynes, 53, Vice President, Nuclear Production

William J Hemelt, 34, Treasurer and Assistant Secretary

Russell D Hulse, 60, Vice President, Resources Planning

Jerry Human, 57, Vice President, Customer Services, State Region

Charles D Jarman, 52, Viee President, Construction

Donald B. Karner, 36, Vice President, Engineering

Naney C. Loftin, 34, Secretary

Jaron B Norberg, 50, Executive Vice President and Chief Financial Officer
William J. Post, 37, Viece President, Finance and Rates

Shirley A Richard, 41, Vice President, Corporate Relations and Marketing
Keith L. Turley, 64, Chairman of the Board

Edwin E. Van Brunt, Ir, 56, Executive Viee President, Arizona Nuclear Power Project

{Age on Annual Meeting date, April 21, 1988)






, these rate and marketing strategies will probably not be enough, so we are
wide range of other options that will reduce our costs in 1988 and beyond. We have
already begun streamlining our organizational structure and reducing levels of management.
These efforts, combined with our corporate goal of reducing staff positions, will lead to & lower
Ways

At the same time, we have emphasized to our employees that cutting costs carnot be done
st the expense of service quality. To that end, we launched our Service Mlus program in 1987,
We're instilling & greater awareness of how each individual job affects the ultimate cost of our
product and how each employee can help make APS a more productive, efficient, and socially
responsible entity .

The completion of Palo Verde brings to a successful conclusion a tremendous challenge of the
past. The uncertain future we face hrings formidable challenges as well We are confiaent,
however, that through the creativity and dedication of our employees. those challenges will be
succesafully met.

We invite you to study the detailed financial information in the following pages and to
attend our Annual Meeting of Stockholders on April 21 ‘n Phoenix.

Sincerely,
Keith L. Turley { 0. If[:lmn
Chairman of the Board President and

Chief Executive Officer






OTHER FINANCIAL AND OPERATING STATISTICS

Total operating revenues

987 1 85 19%4 1983

L ﬂuﬁa Thousands. k?u! Per Hour Amounts) Aoy
$ 1005577 § 18356816 § 18511405 § 1695023 § 1586671
168 561 218,561 218,561 218.56] 218,561
221,978 178,728 219,421 282,740 237,400
2281950 _ 1928491 2205840 1684746 1855077
§ 4578066 § 4161396 § 4455327 § SARL970 § 3,697,709
$ 6220446 § 5880435 § 5TIZH0T  § 5088243 § 47612685
$ 5008085 § 4904825 § 4RTAR23  § 4544083  § 4088400
X926 X 66 8,324 7358 7642
] 1608 % 1528 ¢ 1448 § 1361 & 13.11
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14,760,608 13,863 478 18,971,314 18,054 987 12,758,542
566 384 545,018 521,567 499 751 468 TE8

1L 198 198 1984 1983

 Thousands of Dollars )

$ B0AB25 § 466816 § 438285 § 3T85% § 344
467 843 441,236 401,439 343,971 296 384
146,925 141,729 135,254 126,187 122,184
16,641 21,547 22,853 25,540 15,113
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1,215,872 1,151,999 1,085 539 60 B2X 838 183
14,254 19,692 16,602 18,028 12,555
R8.912 221 6236) 21,316 21187
L1343 § 1249912 8 LIT4502 § 94967 § STLATS






becomes probable that the costs will be disallowed for ratemaking purposes. Although the
f Company is unable to predict the ultimate outcome of this matter, management believes that,
overall, Palo Verde was constructed and planned in a prudent manner.

Palo Verde Unit | Rate Matters

On October 9, 1986, the ACC issued an order in the rate case in which the Company

requested an increase in annual retail electric rates premised on Palo Verde Unit 1 ("Unit 17)

being fully included in the Company's rate base. The order provided that those revenues

attributable to the inclusion in the Company's rate base of $210 million of the capital costs of

| Unit 1 (representing approximately 25% of total Unit | costs) were to be deemed “interim or

| temporary in nature until further Order of the [ACC]." The Company estimates that up to §47

" million in revenues collected through December 31, 1987 are to he deemed “interim or

u temporary” pending the outcome of the Palo Verde prudence audit. The urder also granted the

- Company's request that, for ACC purposes, the facilities commion to all three Palu Verde units

(the "Common Facilities”) be treated as entering rate base in three equal instaliment., each

ﬁ tied to the commercial operation date of & Palo Verde unit. Consequently, for ACC purposes the

| Company ceases to accrue & carrying charge on, and begins expensing the cost of owning,
" operating, and maintaining, its share of the Common Facilities in one-third increments.

Palo Verde Unit 2 Rate Matters

Palo Verde Unit 2 commenced commercial operation on September 19, 1986, On
| December 5, 1986, the ACC issued an accounting and ratemaking order (the "December
| Order”) that allows the Company, for ACC purposes, to defer substantially all opersting costs

relating to, and accrue a carrying charge on, its ownership interest in Unit 2 and one-third of

the Common Facilities for the period of time between the commercial aperation date of Unit 2
| and the effective date of new rates to cover the costs relating to Unit 2. In accordance with
” Statement of Financial Accounting Standards No 92, Regulated Enterprises —Accounting for
" Phase-in Plans ("SFAS No 92"), effective January 1, 1988 the Company is no longer able to
" acerve an equity return on Unit 2 cost deferrals, which will adversely affect net income by
s approximately $2.7 million per month. The impact, however, should be short-term as a decision

in the Unit 2 Rate Case (defined below) is expected in early 1088 See Note 3 of Notes to
i Consolidated Financial Statements for a discussion of SFAS No. 02,

| On December 18, 1985, the Company filed an application with the ACC for an increase in
1 annual retail e._ctric rates to recover the costs of Unit 2 and other increased costs of service (the
“Unit 2 Rate Case” ). On December 19, 1986, and again on June 10, 1987, the Company updated
its filing to a requested increase in retail electric rates of approximately $183 million, which
includes approximately $3.7 million annually for decommissioning Unit 1 and Unit 2, to be
effective in twe steps: an increase, at the earliest possible date, of approximately 15.5%, which
would be partially offset by & reduction in the Company's cost of fuel (equivalent to a 9.2% base
rate reduction) and an increase of approximately 26% on January 1, 1989 Hearings in the Unit
2 Rate Case began on March 19, 1987 and ended on June 22, 1987, A decision in the Unit 2
| Rate Case is expected in early 1988 If the ACC does not grant adequate rate relief in the Unit 2
f Rate Case, the Company expects its future earnings to be adversely affected.

Pale Verde Unit § Rate Matters

:, The Company considers Unit 3 to have commenced commercial operation on January &,
" 1988 A specific rate application designed for the recovery of Unit 8 costs has not yet been filed
with the ACC. However, the Company filed on July 24, 1987 and amended on October 2, 1987, an
}! application with the ACC seeking an accounting and ratemaking order allowing the Company
‘ to defer substantially all operating costs relating to, and accruc a carrying charge on, its
! ownership interest in Unit 8 and one-third of the Common Facilities for the period of time

between the commercial operation date of Unit 3 and the effective date of ne™ rates to cover

the costs relating to Unit 3. A decision in the Unit 3 accounting and ratemaking proceeding is

-
‘



has commenced commercial operation In accordance with SFAS No. 92,
988, the Company will not be able to acerue an equity return for Unit §
which will adversely affect net income by approximately $2.5 million per month See Note 8 of
Notes to Consolidated Financiai Statements for a discussion of SFAS No 92

Operating Kesults

Total operating revenues include the effects of rate increases and adjustment clauses on
prices of units sold. Operating revenues also reflect volume changes in unit sales. The foregoing
factors contributed to annual increases in electric operating revenues over the preceding

calendar year as follows:
Y ear December 31
T (Thousands of Dollanss

Energy related:

Volume increases (1) ... .. ... . ... .. . . . £ 80500 $ 3742 § 71,189

Revenue per KWH increases (decreases) (2) —_ (14,608) 52,718 63,742
Non-energy related:

Revenue increases (decreases) (3) - (2,375) 18,850 44824

Total increase . ... . ... ... .. . o ! 63,528 !731““ !1?9|5§6

(1) Calculated by summing the products derived by multiplying the year-to-year increases
in units sold in each customer class by the weighted average of the applicable rate levels
in effect for the prior year,

(2) Caleulated by summing the products derived by multiplying the year-to-year increases
in the weighted average of rate levels in each customer class times the applicable
number of units sold in the current year

(3) Includes revenues for miscellaneous services and transmission for others

In 1987, 1986, and 1985, the volume-related increases in electric revenues were primarily
due to increased customers and sales per customer in the residential and commercial classes In
1987, increases in residential sales per customer were largely due to colder weather conditions in
the winter months of 1987 In 1986, the increase was partially offset by lower sales to resale
customers. In 1985 the volume related increases were primarily due (o warm weather conditions
during the summer of that year Conservation efforts by customers in response to Yigher energy
costs have affected unit sales, are expected to continue to do so, and are heing aided by the
Company's own load management programs Price related reverue increases and decreases
reflect the timing and amounts of hase rate changes. the operation of the Company's purchased
power and fuel adjustment mechanism (the "PPFAM") (See Note 14 of Notes to Consolidated
Financial Statements), the incentive for customers to migrate over time to that rate which
produces the lowest bill, and the interaction of weather and seasonal rates on revenues. The
year-to- year changes in non-energy related electric revenues reflect changes in the revenues
collected for the capacity sold to other utilities

Unit fuel costs decreased in 1987 largely due to increased nuclear generation associated with
the commercial operation of Unit 2 Fuel expenses, however increased in 1957 as increased
system energy requirements, reflecting increased energy sales, more than offset lower unit fue!
costs. In 1988 fuel expenses decreased due to lower unit fuel costs associated with the
commercial operation of Units | and 2 which displaced higher cost gas and coal generation

Variations in purchased power expense reflect contractual commitments with other utilities
for purchasing power as a means of augmenting the Company's own generating sources from

s,



time to time, the testing schedule of the Company's own nuclear generating units, and the
operation of the Company's PPFAM. Fluctuations in net interchange expense reflect the market
demand for interchange power purchasing and sales associated with varying weather conditions
and the Company's ability to produce inexpensive energy to sell to neighboring utilities.

The decrease in purchased power and interchange expense in 1987 was primarily due to
reduced purchased power and increased interchange sales due to increased nuclear g.aeration
In 1986, the increase in purchased power and interchange expense was primarily due to the
operstion of the Company's PPFAM, partially offset by reduced purchased power due to the
availability of energy from Units 1 and 2, the avallability of low cost interchange power and
reduced system energy requirements

Operations, excluding fuel expenses, increased in 1987 due primarily to increased expenses
resulting from the commercial operation of Unit 2, particularly the lease expense associated
with the sale and leaseback of & portion of the Company's interest in that unit. See Note § of
Notes to Consolidated Financial Statements.

Depreciation and amortization expenses and ad valorem taxes increase with the size of the
Company's utility plant. See Note 13 ¢f Notes to Consolidated Financial Statements for both ad
valorem and sales taxes (the latter being a function of operating revenues), which are the

principal components of other taxes

In December 1957, the Financial Acconnting Standards Board issued Statement of
Financial Accounting Standards No. 96, Accounting for Income Taxes. The Company will adopt
the new standard in 1988 or 1986 and expects it to have little impact on earnings. See Note 10 of
Notes to Consolidated Financial Statements.

Palo Verde cost deferrals result from the deferral of substantially all costs of owning,
operating, and maintaining Unit 2, and a carrying charge thereon, from the commercial
operation date (September 19, 1986) until the effective date of new rates to cover those costs,
The increase in 1987 reflects a full year of recorded cost deferrals. See "Liquidity and Capital
Resources” above and Note 2 of Notes to Consolidated Financial Statements.

The aggregate amount of allowance for funds used during construction ("AFC”) shown as
other income and a credit to interest deductions, is primarily a function of the amount of
construction work in progress during any given period and ceases to accrue on those portions of
construction work in progress that are placed in service. See Note le of Notes to Consolidated
Financial Statements for changes in AFC rates

The decrease in interest on long-term debt in 1987 as compared to 1956 and 1985 reflects the
effect of refinancing high coupon debt with the proceeds of lower interest rate debt and
redeeming high coupon debt with the proceeds of the sale and leaseback of a portion of the
Company's interest in Palo Verde Unit 2 in 1986 See "Liquidity and Capital Rescurces” above
and Note 6 of Notes to Consolidated Financial Statements.

Effective January ! 197 the Company changed its method of recording revenues to
include revenue related to clectricity delivered to customers but not yet hilled at year end. The
cumulrtive effect, as of January 1, 1987, of the change, net of income taxes, was $16.1 million
(302 _r common share) and is reported as a separate component of 1987 net income. See Note
1d of Notes to Consolidi.ted Financial 3tatements for further discussion.

Consolidated net income represents a compasite of cash and non-cash items (see
Consolidated Statements of Changes in Financial Position) and, in part, reflects accounting
practices unigue to regulated public utilities

e e i e e e
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATSD STATEMENTS OF INCOME

Electric Operating Revenues ... ................
Fuel Expenses:
Fuel for electric generation . . . .. ..............
Purchased power and interchange - net . . ... ... ..
Ry L o S bt R e e T RN By B
Operating Revenues Less Fuel Expenses . . .. . ... ...
Other Operating Expenses:
Operations excluding fuel expenses ... ..........
Mailtenanee .. ... ...t
Depreciation and amortization ... .............
Income tanss (NOBEI0) .« v oci v on nus
Othertaxes (Note18) ... .. ... i vanivinnis
Palo Verde cos: deferra! (Note3) ..............
e g U R
OPDOPSIng IR0OIIT . < s c oo v vicnvansvrimo—syesing
Other Income (Deductions):
Allowance for equity funds used during constr .ction
Palo Verde cost deferral (Note3) ..............
Income taxes (Note 10)
BRI & IR v i vk o AT e R S Y b :
e R R R N T T Y
Income Bafore Interest Dadvetions . . ..... .. ......
Intesest Deductions:
Iviterest on long-tepm cebt . ... v o0l o
\tteresi on short: Larm borrowings .. ... ...
Debt disconnt, premium and xpense . .. .. ... ..
Allowancs for horrowed /unds used during
construction . . .. , R = ad s
R . Ln sy it L At Wy v a s bae Aow s
Ineome Bafore Coinsilative Effect of A*countmz
RN i s s v bR SN VAR 2N RS YR . :
cumulative E‘Iecu as of Januery 1, 1987 of Acc.umg
Unhilled Revenues, Net of Income Taxes of
IS 20000 (Nt 1) . .« vsvinviiwmiinnmiasnnbas
e S N DR R
Preferred Stock Dividend Requirements . . . ... ..
Earnings for Common Stoek . .. ..... ... ... o000
Average Common Shares Outstanding . ... ... ... ..
Earnings per Average Share of Common
Stock Outstand/ng:
Before cumulative effect of accounting change . .. .
Cumulative effect as of January 1, 1987 of accruing
unbilled revenues (Note 1) .. ... ... ... ...,
P LN ICCECR . ST N AL i

Dividends Declared per Share of Common Stock . . . ..
Ses Notes to Consolidated Financial Statements.

11

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

..........

Year Ended December 31,

1987 1986 1955
(Dollars Tn Thousands, Except Per Share Amounts)
$ 1313498 § 1246912 § 1,174,502

180,597 178514 219,575

90,435 107,066 16,789

371,032 285 236,364

1040406 964,032 038,138

213,510 157,196 192,751

102,819 98,042 88,870

160,298 139,541 99,221

178 850 182,316 216,036

144,354 128,504 104,276

(84,280) _ _(25,526) -
T 715,042 ‘l?e 5152 601,154

327364 238880 306,984

59,015 93,704 143,612

71,961 38,262 -

(6,004) 25,496 50,757

1,484 16,355 (4,322)

12¢ 456 173,847 190,047
TTa5aRN  _ 4b2a2l 497,081

100,587 214,056 200,220

5,122 6973 $,951
6,781 3,841 3,613

(46,433) _ (38,248) __ (48,176)

156,057 188607 171608

207,763 274,120 325,423

16,110 - l

313,873 274,120 325,423

32,950 39,270 44,412
§ 280923 234,841 341,011

71,264,947 71,264,947 72,081,228
% 37 § 330 8% 3.96
028 _ - -
3% § W 3%
$ 288§ 204 § 273



ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED BALANCE SHEETS

ASSETS

December 1)

= ~
9% | 9x#
Thousands of Dollars
{ | \ t Ho» nd
{ !
I ric pla n service and held for future u $4,993,3¢ $4,807,22¢
1 . - e
LA imulated depr A Ana amortizatior 1,0858,35¢ 147,500
1 ta 15 007 59 bhil
. » g
' { ru VOTK Drogr 154 829 'Y {3
Nu ar f f amort L1071 f $45 055,00 nd $2% (N) 33.199 64 921
! I " 4 0493 0 $ 904 325
[
I A her A { 6 430 {10 692
(C1iry \
' rk r Ha H ()
. S A\ de] | rk fund 142 167,212 -
)
- ¥ | N
S x4 '
\ LI r 4,5t i
\ - W0 )
o, y { GG
\ \ i
A\ q
& \ 66 76 I -
. 4
1 " ’
L)
3
y it
) ‘ 4.7
’ LA
" A
ak
I
v
A
a e

-




A\RIZONA PUBLIC SERVICE COMPANY




ARIZONA PUBLIC SERVICE COMPANY

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

Year Ended December 31

Thousands of Dollars

Retained earn
Add —Net ine
[otal
Deduct vidends
Common stock
Preferred
[of

Retained earnings

Dividends on preferre«

10 preferred

)

31
$2
$2
$

W preferre
2.36 preferr
1.35 preferre«
Serial preferre
$2.40 Series
¥




ARIZONA PUBLIC SERVICE COMPANY

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

led December




ARIZONA PUBLIC SERVICE COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

summary of significant Accounting Policies




ARIZONA PUBLIC SERVICE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

f. Income taxes—The Company uses accelerated depreciation methods for income tax
purposes. As prescribed by the ACC, deferred income taxes are provided for certain timing
differences arising from the recording, for income tax and financial reporting purposes, of
depreciation of property placed in service after January 1, 1977. In accordance with an ACC
order, the Company defers amounts equal to the change in income taxes a.isiug from
substantially all other timing differences, which prior to October 1983 were reflected currently in
income. At December 31, 1987 the Company had flowed through to income currently
approximately $230 million of income tax benefits arising from income tax timing differences
for which deferred taxes have not been provided.

In compliance with an ACC order, the Company defers amounts equal to the reduction in
Federal income taxes arising from investment tax credits and amortizes these amounts to other
income over the estimated life of the related assets.

In 1981, the Company sold to another corporation certain federal income tax benefits in
sxchange for eash. The Company, pursuant to an order of the ACC, has recorded the proceeds of
the sale as a deferred credit and is amortizing the amount of such proceeds on a straight-line
basis over approximately 30 years.

2. Research and development costs—The Company expenses research and development costs
on a current basis, except that costs which may result in additions to utility plant are deferred
for subsequent inciusion in plant or to be written off if the applicable poject is abandoned.

h. Reacquired debt costs—In accordance with the regulatory accounting practices
prescribed by the ACC, the Company defers the excess of the reaquisition price of reacquired
debt over the net carrying amount and amortizes these amounts to expense over the remainder
sf the original life of the issues r:acquired.

i, Nuclear fuel and decommmissioning costs - Nuclear fue! is charzed to fvel expense using
the unit of production meithod under which the number of units of ¢“ermal energy produced In
the current period 1w related to the to*s] thermal units expected to be produced over the
remaining life of the fuel.

Pursuant to the Nuclear Waste Foliey Aes o1 1795 ,"Act”), contracts have heen entered into
with the U.8. Department of Energy for disposal of spent nuelear fuel The Act provides for an
assessment of one mil per kilowatt-hour of nuclear gereration, This amount is charged to
nuelear fuel expense and recovered thiovgh the Company's fuel adjustment clauses,

The Company has made no provigion for decomniissioning costs for the Palo Verde Nuclear
Generating Station ("Palc Verde") pending ACC action in its current rate case filing. Total
decommissioning costs for all three Pale Virde units are currently estimated at approximately
$815.000,000 (in 1986 dollars) of which the Company's share (29.1%) is approximately
$£179,000,000,

2. Corporate Restructuring.

On April 18, 1985, the Company's shareholders approved a plan for corporate restructuring
to provide financial and organizational flexibility by separating regulated utility operations
from other attivities. Effective April 29, 1985, APS became a subsidiary of a hoiding company,
AZP Group, Inc., which on April 24, 1987 changed its name to Pinnacle West Capital
Corporation ("Vinnacle West").

As part of the restructuring, the Company sold to Pinnacle West, at book value of
£34,703,000, the common stock of three of its previously wholly-owned subsidiaries, Malapai
Resources Company, SunCor Development Company (formerly Energy Development Company)
and El Dorado Investment Company.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (cor
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ARIZONA PUBLIC SERVICE COMPANY

NOTH 1O CONSOLIDATED FINANCIAL STATEMENTS

Redeemable Preferred Stock




ARIZONA PUBLIC SERVICE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

If there were to be any arrearage in dividends on any of its preforred stock or in the
sinking fund requirements applicable to any of its redeemable preferred stock (each such
dividend being cumulative and of equal ranking with other such dividends, and each such
requirement being cumulative and of equal ranking with other such requirements) the
Company could not pay dividends on its common stock or acquire any shares thereof for
consideration. If any such dividend arrearage were to equal six or more quarterly dividends, the
holders of preferred stock, in addition to their other voting rights and voting by tha classes
prescribed for this purpose, could elect a total of six directors (all series of serial preferred stock,
regardless of par value and whether redeemable or non-redeemable, comprising one such class
and being entitled to elect two of the six directors). See Note 4 in regard to other voting rights
of holders of preferred stock.

The combined aggregate amount of redemption requirements for the above issues each year

through 1992 are as follows: $6,440,000 in 1988; $6,440,000 in 1989; $9,873,000 in 1990; $9,873,000
in 1991; and $9,141,000 in 1992,

Redeemable preferred stock transactions during each of the three years in the period ended
December 31, 1987 are as follows (dollars in thousands):

Number Pai Value
Description _of Shares ~Amount
Balance, December 31, 1984 .. . . . ... .. ... ... .. ..., 2,827,400 $282,740
Retirements;
R e e e (38,400) (3,840)
$10.00 Series H . . . .. ... . e (199,323) (19,932)
10,70 Beries & . . ., e e e e (30,066 ) (3,007)
BRBOSeries K . . ... i e (255,400) (25,540)
$11958e0ios M . . .. o\t (110,000) (11,000
Balance, Docember 35, 1985 . . .. . .. it e 2,194,211 215,421
Ketirements:
$10008Serica H . ............ Tl e B T (16,000) (1,600)
£10.70 Series 1 -y i T s i Rl s (2000,934) (20 043)
£6.70 Sertes 1. . |, Gl Tt - ] S N e ol (06,000 (&,000)
BILOSBerias M . ... .vii e (85,000) _(8,500)
Balance, December 31, 1080 . . . . i ittt 1,787,277 174,728
Issuances:
$RA8 SeriesS ..., X e e = R W gl 500,000 50,000
PR O e b e e e K e 03 b ™y 500,000 50,000
Retirements:
FI00D BaPion B . . . . . e e e s e e (16,000 (1,600)
BB BO Sarien K . . . . e e ey s (67,500) (6,750)
e T T A R R A A S St R, (3%4,000) (38,400)
£12.50 Series PP . . n N e e SN T R TR (100,000) _(10,000)
Balance, December 81, 1987 . . . . e 2‘219{27‘7 !221'978

2



ARIZONA PUBLIC SERVICE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

6. Long -Term Debt.
Details of long - term debt outstanding at December 31, 1987 and 1986 are as follows:

First Mortgage Bonds:

Maturing through 1092
5.1256% due October 1, 1987 . . . . ... .. s

47% doeMarch 1, 1989 . ... ......0ciiveininss

4.8% due November 1,1991 ... . ... . ... ...

445% dueJune 1, 1992 | L e

4.40% due December 1,1992 ... ... ....... ...
Maturing 1993 through 1997 - 450% to 12% .. .. ... ..

Maturing 1998 through 2002 - 7.45% to 12875% . ... ...

Maturing 2003 through 2007 - 6.20% to 13.25% .. ... ..
Maturing 2008 through 2012 - 6% .. .. ... ..........

Maturing 2013 through 2017 - 9% to 115% . . ..... ...
Unamortized discount and premivm .. ... ... .......

Total first mortgagebonds . . . . ... ... ........
Pollution Control Indebtedness:
Maturing August 1,2009 (&) ... ..o vvvcrvn s
Maturing December 1, 2009 (¢) ... ..... o0y
Maturing May 1, 2018 (¢) . ... ..o ivnveninnnins
Maturtog May 1, 2004 (d) - oo vivnivs cinanivrnn
Maturing February 1, 2013(8) . ... v covvinivrnns
Less securities held by trustee (b) ... .............
Total pollution control indebtedness . . .. ... ... ..
Debentures:
11.75% guaranteed due January 15, 1990 (&> ., .. ....
12.5% duo Febeuary 15 1992 . . . .. .. . .0 i ih e
Total debentures pie e :
Unsecured notes payable ue WH. b e
Revalving credit agreements (f) . . ... ...... :
Term loan due June 99 (LICOR plas M%) ... ... ...
Capitalized leaze obligaticn (g) O
Other .. . ... - - 3 R
U'namortized dw"mmt .
Total 'ong - term debt
Less current maturities:
5.125% first mortgage bonds due October 1, 1987 . . . ..
11.50% first mortgage bonds due June 1,2015 . ... .. ..
Unsecured notes payable due 1987 . ... . ..., ...

11.75% guaranteed debentures due January 15, 1990 (&) . .

Sinking fund requirements on first mortgage bonds . . .
Capitalized lease obligation (g) R T e o
Other . ...... 3 Fads 2 Fad
Total current maturmw .
Total long - term debt less ¢ urn‘nt maturtties ......

-l

.........

.........

.........

.........

.........

.........

.........

.........

---------

.........

.........

.....

.........

December 31
1
( Thousands of Dellars)
$8 - § 15000
20,000 20,000
35,000 35,000
25,000 25,000
25,000 25,000
515,000 390,000
249,645 277811
218,000 218,000
34,000 34,000
450,000 350,000
(4,698) (1,487)
1,567,047 1,387,824
106,930 106,980
147,000 147,000
65,750 65,750
55,200 55,200
49,400 49,400
(11,104) (12,689)
v
- 60,000
007500
75000 185,700
- 70,000
120,000 110,000
SO0 R0,000
43,410 45,222
1,063 1,036
o am
TR T
- 15,000
- 150,000
— 70,000
- 60,000
15,333 15,333
1,952 1,748
511 413
17 796 312,554
!2‘ﬁ1 |950 1,928 491
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued

10. Income Tax Expense,
The components of income tax expense for each of the three years in the period ended
December 31, 1987 are as follows:

Year Ended December 31,
o7 16 Y
( of Dollars)
Currently payable:
PR 3 5 5 ok h xa e kA B F ST ST § 50,073 § 46,463 § 10,085
T T S A RS BT R 3428 17,951 10,664
e e P 235 1,643 2,861
T R Rl 53,736 66,0567 23,620
Deferred:
Depreciation—net . .. ............... &% 86,128 62,347 57,273
Taxes, pension costs and other—net . . .. .. .. 59,274 84,550 45,003
T R R S - (84,697) —
Investment tax credit—net .............. (1,824) 28 563 36,383
e e L 143,578 90,763 141,659
I IOl o G e TR T o) o7 P % e !m,au 7156@..’0 $165,279

The difference between income tax expense and the amount obtained by multiplying income
before income taxes by the statutory federal income tax rate for each of the three years in the
period ended December 31, 1987 are as follows:

Year Ended Dlecember 31,

1987 1966 1983
(Theusands of Dollars)

Federal income tax expense at statutory rate (40% in

1987 and 46% in 1986 and 198%) .. ....... .. ‘¥ $2.04,175 198 232 $225,723
Increases (reductions) in tax expense resulting “rora:
Tax under book depreciation ... ............ 30,935 18,855 16,431
Allowance for funds uzed during eonitrveiion . .. (27,430) (60,511 (88,222)
Palo Verde cost deferral ... ... ..., .. rx Be (20,965) (11,505) -
Investment tax credit amortization . ... ... .. .. (8,273) (5,975) (2,955
State income tax-—net of federal income tax
N A N ST I G 18,481 13,239 11,815
T A A 81 468 2487
Total provision for federal and state income tax
GEDONBR . . . v ovcv i b e ek $197.314 $156,5820 $165,279

In December 1987, the FASB issued SFAS No. 96, Accounting for Income Taxes SFAS No.
96 retains the concept of comprehensive interperiod tax allocation, however, the way in which
deferred income taxes are computed has changed from the existing "deferred” method to a
liability concept. The new statement will be effective beginning in 1026, although earlier
adoption is encouraged. SFAS No. 9% will be implemented by recording a cumulative effect
adjustment as of the beginning of the year in which SFAS No. % is fitst adopted. The
Company expects adoption of SFAS No. 96 to have little impact on earnings and has not yet
made a determination as to the timing of implementation.

4]
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS _continued)

1987 1956
Principal actuarial assumptions used were:
T T e P P CR 9.0% R0%
Rate of in.r2ase in compensation levels . . .. ......... 6.5% 55%
Expected long-term rate of return on assets . . .. ... .. 10,15% 10.15%

In addition to providing pension benefits, the Company provides certain health care and life
insurance benefits for active and retired employees. Life insurance benefits are provided
through a* insurance company whereas health care costs are paid as expenses are incurred
under a self-insured plan. The cost of providing those benefits for both active and retired
employees amounted to approximately $22,721,000, $18591,000 and $14,509,000, of which
approximately $8,922,000, $6,285,000 and $5,825,000 was charged to expense in 1987, 1986 and
1985, respectively. Remaining amounts were either capitalized as a component of construction
costs or billed to participants of jointly-owned facilities. The cost of providing such benefits
solely to retired employees is not significant.

12. Commitments and Contingencies,
Nuelear Insurance

The Palo Verde participants have insurance for public liability payments resulting from
nuclear energy hazards to the full limit ($720 million as of January 1, 1988) of liability under
federal law (such law being commonly referred to as the "Price- Anderson Act.”) The maximum
amount of insurance available from private carriers of $160 millien has been purchased. The
balance of the coverage (8560 million as of January 1, 1988) is provided through a secondary
financial protection program using an industry retrospective rating plan, under which the Palo
Verde participants could be assessed deferred premium charges of up to $5 millior (of which the
Company's share would be 29.1%) for each Palo Verde unit licensed by the NRC in the event the
total liability arising from any nuclear incident involving any licensed facility in the nation
exceeds $160 million. In the event of more than one incident, the potential $5 million assessment
would apply to each incident, subject to a maximum annual assessment of $10 million (of which
the Company's share would be 29.1%) for each Palo Verde unit for all incidents. The insureds
under the liability insurance include the Palo Verde participants and "any other person or
organization with respect to his legal responsibility for damage caused by the nuclear energy
hazard."”

The Palo Verde participants maintain “all risk" tincluding nuclear hazards) insurance for
nuclear property damage to, and decontamination of, property at Palo Verde in the aggregate
amount of $1.525 billion as of January 1, 1988, a substantial portion of waich must first be
applied to decontamination. The Company has also s>ured insurance against the increased cost
of generation or purchased power resulting from the accidental outage of Units 1, 2, and 3
which, after a 26-week deductible period, will pay up to approximately $813,000 per week for
Unit 1, approximately $851,000 per week for Unit 2, and approximately $662,000 per weck for
Unit 8 for 52 weeks and up to 50% of the respective amounts for an additional 52 weeks. In the
event that the incident affects more than one unit, the indemnity is reduced by 20% for euch
additionally affected unit (ie, two units simultaneously out of service result in 80% of single
unit recovery for the serond unit; three units simultaneously out of service result in 60% of
single unit recovery for the third unit).

In addition to the above-described policies of insurance, the Palo Verde participants are
parties to an indemnity agreement with the NRC containing an undertaking by the NRC to
indemnify the Palo Verde participants and any other person who may be legally liable for public
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APS DIRECTORS

Joe Acosta, 64, Campbell, Sindlinger and Strassels, Ltd., C P.As, P.A., Phoenix, Arizona
Dino DeConeini, 54, attorney at law, Phoenix, Arizona

0. Mark De Michele, 54, president and chief executive officer of the Cempany, Phoenix,
Arizona

Karl Eller, 58, chairman of the board, The Circle K Corporation, Phoenix, Arizona

Marianne Moody Jennings, 34, professor of business law, Colleg . of Business Administration,
Arizona State University, Tempe, Arizona.

Jack M. Morgan, 64, attorney at law and state senator in New Mexico, Farmington, New
Mexico

Marvin R. Morrison, 64, farmer, cattle feeder and dairyman, Morrison Brothers Ranch,
Higley, Arizona

Jaron B. Norberg, 50, executive vice president and chief financial officer of the Company,
Phoenix, Arizona

John R. Norton I11I, 58, chairman and chief executive officer, J. R. Norton Company
(agricultural production), Phoenix, Arizona

Donald M. Riley, 44, president and general manager, Gilpin's Enterprises, Inc. (general
contractor), Yuma, Arizona

Wilma W. Schwada, 61, civic leader and homemaker, Tempe, Arizona

Verne D. Seidel, 62, managing partner of HMS Properties (property management),
F.agstaff, Arizona

Richard Snell. 57, chairman of the board and president, Ramada Ine,, Phoenix, Arizona

Keith L. Turley, 64, chairman of the board of the Company; chairman of the board and
president of Pinnacie West Capital Corporation, Phoenix, Arizona

Morrison F. Warren, 64, profensor emeritus of education, Arizona State University, Tempe,
Arizona

Ben F. Williams, Jr., 58, mayor of the City of Douglas and attorney at law, Douglas, Arizona

Thomas G. Woods, Jr., 61, formerly executive vice president of the Corapany for the Arizona
Nuclear Power Project (retired February 1985), Phoenix, Arizona

(Age on Annual Meeting date, April 21, 1088)

————

Member of the Executive Committee,
Elected to the Boar? of Directors as of March 19, 1987,
Elected to the Board of Directors as of June 16, 1987

William T. Garland, Pamela Grant, John J. Rhodes, Donald N Soldwedel, Maurice R Tanner,
and Douglas J. Wall served as directors to April 23, 1627
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SHAREHOUDER INFORMATION

Stock Listing

The adjustable rate cumulative preferred stock, Series Q (Symbol ARPQ) is listed for trading on
the New York Stock Exchange. The common stock of the Company is whelly-owned by Pinnacle
West and as a result is not listed for trading on any stock exchange. Prior to April 29, 1985 the
Company's common stock was publicly held and was traded on the New York and Pacific Stock
Exchanges. At the close of business on April 28, 1985 the Company's common stock was held by
123,776 shareholders.

The chart below sets forth the dividends per share paid on the Company's common stock for each
of the four quarters of 1987 and 1986,

Common Stock Dividends Per Share
Quarter 1987 : 19nk
1st Quarter $0.72 $0.72
2nd Quarter 0.72 0.72
drd Quarter 0.72 0.74
4th Quarter 0.72 0.76

Transfer Agent and Registrar

Pinnacle West Capital Corporation
Stock Transfer Department

P.O. Box 52134

Phoenix, Arizona 85072-2134
(602) 222-6951

General Counzel

Snell & Wilmer
Phoenix, Arizona

Avditors

Deloitte Haskins & Sells
Phoenix, Arizona

Pinnacle West Capital Corporation Stoek Purchase and [avidend Reinvestmont Plan

A Prospectus describing this plan is available upon request. Write: Office of the Secretary, Sta,
1930, at the address below

Form 10-K

A copy of our Annual Report to the Securities and Exchange Cemmission, Form 10-K, will be
available after March 31, 1988, without charge, vpon written request of shareholders. Write:
Office of the Secretary, Sta. 1030, at the adaress below,

MAILING ADDRESS:

P.O. Box 53999
Phoenix, Arizona 85072- 3999
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Introduction

The Southern California Public Power Authority (Author-
ity) is comprised of all 11 public power agencies in South-
ern California. SCPPA has proved to be a reliable and
economic source of energy for member communities by
financing projects for the generation and transmission

of electric energy for its member agencies.

The municipalities of Anaheim, Azusa, Banning,
Burbank, Colton, Glendale, Los Angeles, Pasadena,
Riverside and Vernon, as well as the Imperial Irrigation
District comprise the vast area of the Authority. These
member agencies serve more than 1.7 million customers
—from the rural areas of Banning and the Imperial
Irrigation District to metropolitan Los Angeles — and
the growing, sprawling communities in between,

With combined sales of more than 32 million
megawatt-hours —which had non-coincidental peak
requirements of more than 7,500 megawatts —the mem-
ber agencies of the Authority have received in excess of
$1.9 billion in annual revenue.

Since initially going to market in 1982, the Authority
has issued more than $5 billion in bonds and notes
including refunding issues. This has been achieved
due to the Avthority's high level of acceptance in the
financial community.
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President’s Message

Since its formation in November 1981, the Southern
California Public Power Authority (Authority) has effi-
ciently served the needs of member agencies. SCPPA
received a strong endorsement as one of the most effec-
tive joint action agencies in the nation with a financial
rating upgrade to AA from an A + rate in September
1987. This action translates into reduced borrowing costs
for Authority funding due to lower interest rates. We are
proud that the Authority is one of the few joint action
agencies in the U.S. to carry an AA rating.

During the past fiscal year, the Authority completed
funding for the Hoover Uprating Project in Nevada and
the Palo Verde Nuclear Generating Station in Arizona.
The Hoover Uprate, a project of the federal government
scheduled for 1992 completion. is designad to increase
the output rating of Hoover Power Plant generators and,
in exchange, will provide capacity and energy allocations
to Authority members, among others.

Unit 3 of the Palo Verde Station is expected to go on-
line in early 1988, Ten Authority members are receiving
electrical generation from Units 1 and 2 which were
placed into commercial operation during 1986,

The Southern Transmission Svstem (STS), placed into
commerc.al operation last year, ahead of schedule, is
being utilized to a greater exteni with the operation of
the second unit of the Intermountain Generating Station
in Utah in May 1987 The STS provides six Authority
members with transmission for additional energy and
capacity, so taembers rely less on gas- and oil-fired gen-
eration in the Los Angeles Basin.

The Authority has borrowed funds for the Mead-
Phoenix DC Intertie Project, and the feasibility study
continued during the year.

Duriug the past fiscal year. the Authoriy moved for-
witd on all of its projects, and | have been pleased to be
associated with these accomplishments. | want to espe-
cially thank the staff, Board of Directors, and all those
responsible for the strength of this organization.

C 4.',4&./

Gale A, .
President
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Riverside
Riverside is located about 45
miles east of Los Angeles and
is 72 square miles in area with
a pepulation of more than
175,000 1t is the home of the
University of Cal «ornia,
Riverside

The city was incorporated in
1883 in order to ensure an
adequate water supply by
annexing lands owned by
an irrigation company. The
present municipal utility, the
oldest in California. had its
beginning when a small hydro-
electric plant was opened on a
canal in 1888 and in 1896 the
city started to dictribute electnc

from Edison at wholesale rates,
has ownership in Units 2 and 3
of the San Onofre Nuclear Gen-
erating SMation. and receives
power from an entitlement

in the Palo Verde Generating
Station. Hoover Power Plamt
and the [ntermountain
Gererating Station

Rivers:de has more tha»
1,600 circuit miles of subtrans-
mission and distribution lines
as well as 18 substations to
meet the needs of its more
than 75,000 customers. The
city had a peak demand of 323
megawatts and total energy
requirements <! 1.2 million
megawatt-hours

Vernon
Vernon, a planned industrial
city, has a small residential
population which swells to
more thar: 55,000 people dur-
ing working hours. Four miles
south of Los Angeles, the city,
incorporated in 1905, provides
a home for all types of industry
within its five square miles
More than 525 manufactur-
ing plants and another 400
establishments engage in the
wholesale-retail trade |t is
served by four railroads operat-
ing 114 miles of line within the
city Every industry or business
is on a direct transcontinental
railway in Vernon, and 77
trucking lines have terminals
in the city.

The Vernon Electrical Sys-
tem, established in 1921,
receives most of its energy
from Edison. The remainder is
supplied from its entitlements
in the Palo Verde Generating
Station, Hoover Power Plant
and a city operated diesel gen-
erating plant. During the year,
Vernon had a peak demand of
193 megawatts and a total
energy requirement of 1.15
million megawatt-hours,

l ool bevi Distei
The Imperial lrrigation District
(D) provides power to 60,000
customers in Imperial and
Riverside counties, one of the
most productive agricultural
areas in the courtry.

Formed in 1911, 11D ongi-
naliy delivered water to
500,000 acres of farmlana in
Impe ial County from distribu-
tion canals. Hvdroelectric
plants were developed along

the wateraavs, and the proper-

ties of a private power come-
pany were purchased in 1943

Shortly afterward 1D became
the distributor of electric
energy in ‘mperial County, and
part of the Coachella Valley of

In addition to its hydroelec-
tric plants. 11D generates power
from oil-fired units, gas tur-
bines and diesel generators. It
is receiving power from the
Palo Verde Generating Station,
has geothermal generation
from the Heber Plant anc
purchases power from other
utilities in the Sovthwest,

1D produced and purchased
1,393 000 megawatt-hours
during the year, with a peak
demand of 413 megawatts,




Palo Verde Project Participation







Moover Uprating
Project Partu paton




September 30, 1987

Yo the Board of Directors of
Southern California Pubhic
Power Authority

1 our opinion, the accompanying combined balance sheet and
the related combined statements of operations and of changes in
finanial position present fairly the financial position of the South-
ern California Mablic Power Authority (Authority) at June 30, 1987
and 1986, and (he results of its operations and the changes in its
financial position for the vears then ended. in conformity with
generally accepted accounting priciciples consistently apphied. Our
examinations of these statements were made in accordance with
generally accepted auditing standards and accordingly included
such tests of the acr ounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our apinion. the accompanying separate balance sheets and
the related separate statements of changes in financial position o
the Authority's Palo Verde Project, Southern Transmission Project.
Hoover Unrating Project and Mead-Phoenix Project. and the sepa-
rate statements of operations of the Palo Verde Project. Southern
Transmission Project and Hoover Uprating Project present fairly
the financia! position of each of the Projects at June 30, 1987 and
the changes in each of their financial positions and the results of
operations of the Palo Verde Project, Southern Transmission
Project and Hoover Uprating Project for the vear then ended, in
conformity witi, generally accepted accounting principles consists
ently applied. Our examinations of these statements were made in
accordance with gencrally accepted auditing standards and
accordingly included such tests of the accounting records and
such other auditing procedures as we considered nevessan
in the circumstancer.

Our examinations were made for the purpose of forming an
opinion on the basic financial statemnents taken as a whole The
supplemental financial data and schedules, as listed in the accom-
panving index. are presented for purposes of additional analysis
and are not a required part of the basic financial statements Such
supplemental financial data and schedules have been sub > ed to
the auditing procedures applied in the examinations of the basic
financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic finaacial statements.
taken as a whole

e Uatidiraae




{In thousands) June 30, 1987
Sauthern Hoover Wead
Palo \erde Transmission LUprating FPhoernix June 30, 1986
ASSETS Project Project Project Propect Total Total
Production § 368755 ' § I6RTES s 203247
_Transmission : 3512 § 631034 636,596 1864
General 7 1% O6% 18,126 -3
| i 3712028 R51.102 T2 AaT 0511
Less — Accumulated Depreciation 15 83 |8 34.072 1340
ik ‘ R 356, 342 633,013 ass 155 201 80M
_Construction work in progress 224 804 : § 3064 $11.703 239.576 a8y 653
Nuclear fuel. at amortized cost 6,415 36,415 37412
Net utility plant 617,568 633,013 1064 11 703 1,265.348 1 228 864
_Investments o - 224.289 156 446 %0 962 3910 412.547 497 788
Advance to Intermountain Power Agetiy 20 98] P ALY 3
Interest receis able ' 1.753 2 s 502 5,293 4.547
Cash 538 ) 4G a1l
224 3% 1801 393 31 464 2918 139 2497 502,546
Accounts receivable 2858 2.602 ) 5 587 5442
Costs recoverable from future billings
WMH 26,069 58 241 84.310 7.340
— - M -
Unamortized debt expenses. less
accumuiated amortization of $28 | T8
ar\qil‘l 4%0’.‘m|.\lﬂ7andl%§ 218 503 167 (84 1212 i N6 802 418 080
Other deferred costs 1 542 |.542 1973
230,045 167 084 1.212 ] INs 44 118071
$1.091 059 $1.041 395 $15 806 $14.624 §2 182 R84 §2.06) 268
LIABILITIES
Wc.ouq $1 089,335 £ 999 556 $34.2493 $14.14% $2 087,332 §1 87593
Jond anticipation notes 75,000
Actrued interes! iT AN wall ) 126 17,186 a9 762
Accourits pavabile and accrued expenses 14.270 3228 24 50 K372 16913
51,724 41 539 | 513 176 943 352 183,65 5
Commitments and -ontingencies
§$1 061 039 §1.041 365 $35 mon, $14.624 $2 182 8nd $2.062 26K

The s TTRAnY g Nodes are a0 otegral part of these Dnang

Al slalemeds



Seythern California Public Power Authority
Combined Statement of Operations

{ln thousands) __Year ended June 30, 1987
Southem
Palv Trans- Hoover Year ended
Verdle PRSSION ( prating June 30,
Progect Pruject Projec! Toral 1986
T
Sales of eeciric energy ERpE S 11X B N S X [0
Sales of transmission services $ 40617 40617

Y alifig revenues $ 51,948 $ 40817  $6h $ 95,602 $ 10,042

Nuciear fuel expense i $ 7.259 v S § 7259 § 2022
Other operation . 10062 $ 7036 860 17264 3395
Maintenance : 3 292_ o im0 !:‘}.74 T A

* Cepreciate m ' 12,643 n08 3078 3.340
; F—‘ximwuhw to projects during -.usmkmm (37H i » X __137(")- o (i 056)
‘(!\iil aperating expenses 12 N8E 28,207 [ 61158 8,141

Debt expenses , : "

hrere <t v debt, net T8 2% TO.65) 148 941 84,299
..‘.\N.{)u..me for barrowed tunds used \hmni(uns‘ru;hun n«“‘ 438) (401 498) {'.'ti,l“?ﬂ)
Net debt expense 37,793 70,651 108 441 8241
T0.678 IS ROs 6 169,602 17,382
Costs mmmwuézmww»w N (18.729) (58,241) (16.970) (7.340)

$66 $ 92632 $ 10,042

Tedal rxgwnm § 5] 949 $ 40617

The accompanying ne'es are an integral part of the ¥ financial statements

13




Funds provided by (used vor)

(HH rations

Financing

Increase (Decrease in funds)




Notes to Finzncial Statements

NOTE A — Organization and purpose:

Southern Califorma Public Power Authority (Authaority), a public entity
arganized under the laws of the State of California, was formed by a Joint
Powers Agreement dated as of November 1, 1980 pursuant to the Joint
Exercise of Powers Act of the State of California The Autharity s partici-
membership consists of ten Southern California cities and one pub-
dmmdcm The Authonty was formed for the
mdpmwm financing, developing, acquiring. constructing,
operating and maintaining projects kof the generation and transmission
of clectric energy lor sale 1o ity participants. The Jaint Powers Agreement
has 4 term of fifty vears
Palo Verde — The Authority. pursuan! 1o an assighment
agreement dated as of August 14 1981 with the Salt River Project Agricul-
tural Improvement and Power District (Salt River Progect), has purchased
4 5.91% interest in the Palo Verde Nuclear Generating Station (PYNGS). 4
3 810 megawatt nuclear-fueled ing station being constructed near
Phoenix. Arizona. and a 6 55% share of the nght to use certain portions
of the Arizona Nu.2ar Power Progect Valley Transmission System (collec
tively. the Palo Verde Project). Units | and 2 of the Palo Verde Project
began commercial operation in January and September |986, respec:
tively. Unit 3 is scheduled for commer al operation in January 1988
Mead-Phoenix Project — The Authority s also studying the fesibil-
ity of constructing the proposed Mead-Phoenix DC Intertie Project (Mead-
Phoenix Project). a transmission line from Arizona 1o Nevada The
Authority s present interest in the Mead-Phoenix Project is 93 T5%
Southern mh?a- The Authority, pursuant to an
» dated as of May 1. 1983 with the Intermountain Power Agency
{IPA). has agreed to make payments-in-aid of construction to IPA 1o defray
all the costs of acquisition and construction of the Southern Transmission
System Project (STS). a transmission Lne which will provide for the ‘rans
mussion of
ert Califormia Authority entered into an agreement also dated as of
May 1, 1983 with six of its members pursuant to which each member
assigned its entitlement o capacity of the Southers Transmission Progect
to the Autharity in return for the Authority s agreement o make
pavmentsin-aid of construction o IPA STS commenced commercial
cperations in July 1986
Hoover Uprating Project — (1 50 L0 1080w o
members of the Authonty entered into an agreement with the Bureau of
Reclamation of the Lnited States of Amernica (Bureau) t make advance
payments toward the cost of uprating the Hoover Dam Facility s generat:
equipment Construction is scheduled for completion by September
The Authority will have an I8 68% interest in contingent capacin
of the Hoover L prating Project Several “uprated  generators of the
Hoover Uprating Project commenced commercial operations in
June 1987

NOTE B — Sammary of significant accounting policies:

The Authority maintains its records substantially in accordance with
accounting principles and methods prescribed by the Federal Enengy
Regulatory Commission and the Calitornia Fublic Utilities Commission
The Authority is not subext to regulat on by sboh commissions

Uniliey plant — Al expenditures, including general admunimstrative aiw
other overhead expenses. payments-n-aid of construction. [iterest net of
reladedd investiment income . deberred cost amuortization and the tair salue
of test power generated and delivered to the particypants are capitalized
as utthty plant construction work i progess until a facuity begins
vommercial operation

The Authority’s share of costs associated with PYNGS Units 1 and
included as Lttty Plam in Service. Depreciation is provided using the
straught-line method over the issets estimated usetul lives of thertyfive

¢ from the Intermountain Power Projecs in Lah (o South-

years. Nuclear fuel is amortized and charged 1o expense on the basis of
actual thermal energy produced relative to total thermal energy expected
to he produced aver the life of the fuel A contract has been entered

into with the United States Department of Energy for disposal of the
spent fuel.

The costs associated with the STS project are included as Utility Plant in
Service Depreciation s provided using the steaight-line method over the
assets estimated usetul lives of primarily thiny-five years.

Nuclear decommissioning — oo ommssiomng of PYNGS o
jected 1o commence sometime after 2022 Estimated future decommis-
siofing costs are provided over the commercial life of PYNGS through
annual charges 10 expenise.

Deferved costs — Deterred costs are shown et of accumulated amor-
tization Unamortized debt issu  costs. including the cost of refunding.
are amortized over the terms of the respective issues. Other deferred costs
are amoertized generally over five vears

Investments — |nvestments include United States Government and
governmental agency securities and repurchase agreements which are
collateralized by such securities. These investments are stated st amor-
tized cost. As discussed in Notes C and [ all of the investments are
restricted as to their use.

Investments. in thousands. were as follows

I T Jupeso,
i eI 1986
Carrying

Project  Value  Market  Value  Market
Palo Verde $222229 3232845 $2T4565  $261 969
Southern

Transmission 17740 189 351 219546 2331641
Hoover Uprating 30 962 30 651
Mead-Phoenix 2910 280 3677 3679

_S433508  MSSTST _ S9TTRA §529.209

Revenues — Revenues consist of billings to participaits lor the sales of
electric energy and of transmission senyice in accordance with the parmici-
pation agreements. Generally. revenues are fixed at a level to recover ail
operating and debt service costs over the commercial life of the plant
(See Note F)

Debt expenses — et expenses include interest an debt the ameorti-
zation of bond premiums and discounts, and debt issue and refunding
cnsts [ncome from imvestments is recorded as a reduction of debt

expense

NOTE C = Long term debt:

Palo Verde Praject — T financy ihe porchase and construction of the
Autharity’s share of the Palo Verde Project. the Authority - s issued
Powet Proect Revenue Bonds and Power Project Bond An....pation Notes
pursuant to the Autharity s lndenture of Trust dated as of July | 1981
(Bood Indenture). as amended and supplemented. and the Authority s
Power Prosect Bond Anticipation Note Resolution (Note Resolution)
adopted August 13 1982, as amended and supplemented Reference
i made to the Combined Supplemental Schedule of Revenue and
Retunding Ronds Payable at June 30, 1987 for details related 1o
outstanding borsds

The Bond Indenture provides that the Revenue Bonds shall be special
finmited obligations of the Authority pavable salely from and secured
scdely by (1) proceeds from the sale of bonds. (2) all revenues, incotes
reits and receipds attributable to the Palo Verde Project (see Note E) and
irterest on all monevs of securities (other than in the Construction Fund)
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held pursuant to the Bond Indenture and (3) all funds established by the
Bond Indenture (excluding the Decommussioning Account in the Reserve
and Conlingency Fund); subject 1o the provisions of the Palo Verde Proy
ect Bond Inaenture providing for the application thereat. The Note Reso-
lution provides that the Bond Anticipation Notes shall be special limited
obligations of the Authority payable from the proceeds of additional
bonds, notes of loans obtained under the Revolving Credit Agreement
During fiscal 1987, the Bond Anticipation Notes were defeased and are
considered extinguished for purposes of financial statement presentation

All outstanding Power Project Revenue Term Bonds at the option of tie
Authority, are subject to redemption prior to maturit,

The Bond Indenture requires mandatory sinking fund (nstalments to
be made beginning in fiscal 1998 for the 1982 Series A Bonds, 1999 for
the 1982 Series B Bonds and the 1983 Series A Bands, 2001 for the 1984
Series A Bonds and 1985 Series A Bonds. 2005 for the 1985 Series B
Bonds and 2003 for the 1986 Series A Bonds, the 1956 Series B Bonds
and the 1987 Series A Bonds. Scheduled principal maturities lor the Palo
Verde Project during the five fiscal vears succeeding June 30, 1987 are
$13.085,000 in 1989 $13 870,000 in 1990, $14.745.000 in 199] and
$15.790.000 in 1992 No principal maturities of bonds outstanding at
June 30 1987 are scheduled for fiscal 1985 The eflective interest rate on
outstanding debt during 1987 was 8 4%

The funds required by the Bond Indentire contain balances. in
thousands. as lullows

T A, __ dunedo,
b 98T 1es6
Construction Fund — Initial Facilittes Account  § 38 454 $ 52826
Debt Service Fund —
Debat Service Account 67.711 105473
Debt Service Reserve Account 90,235 98 .29%
Bond Anticipation Note Fund 30 6,080
Revenue Fund ! 70
Operating Fund 15,739 3016
Reserve and Contingency Fund 8169 6.272
General ReserveFund 4181 345
_Total Spevial Funds 7 $224.520 s 7. n\l

Project — To finance pay ments-in-aid of
construction 1o IPA lor construction of the Southern Transmission Pros
et (he Authornity has issued Transmussion Prowect Revenue Bonds pursie
ant to the Authornty s Indenture of Trust dated as of May | 1983 (Bond
Indenture) Reference is made 1o the Supp oo mertal Schedule of Revenye
and Refunding Bonds Payable at June 30 1987 for details related to the
outstanding bords.

The Bond Indenture provides that the Revenue Bonds shall be special
limited obligations of the Authority pay able solely from and sexured
salely by (1) proceeds frown the sale of bonds. (2) all revenues incomes
rents and receipts attributable to the Southern Transmussion Progect (see
Note E) and interest on all moneys or secutities (other than in the Con-
wruction Fund) held pursuant 1o the Bond Indenture and (3) all funds
edahlished by the Band Indenture. subject to the provisions of the Bond
Indenture providing for the applic ation thereod

All outstanding Transmission Prosect Revepue Term Bonds at the
upt’ on of the Authority. are subext to redemption prior to matu ity

The Bond Indenture requires mandaton sinking fund instalments o
be made beginning in fiscal 2000 for the 1984 Seres A Bonds 2001 for
the 1984 Series B Bonds and the 1985 Series A Bonds, 2003 for the 1986
Series A Bonds and 2002 tor the 1986 Series B Bonds Scheduled prings
pal maturities for the Southern Transmyussinn Project duning the five fiscal

years succeeding June 30, 1987 are $2 260,000 in 1989, §3.785,000 in
1990, 87 945,000 in 1991 and $8 483,000 In 1992. No principal maturi-
ties of bonds outstanding at June 30, 1987 are scheduled for fiscal 1988
The effective interest rate on outstanding debit during 1987 was 7.7 %
The special funds required by the Bond Indenture contain balances, in
thousands, as follows |

‘ |

LR TR o m w ‘_.7 BT
Construction Pund = Initial Facilities Account § 18638 $ 94857 |
Detit Service Fund -

Debt Service Account 3R623 35,705

Debt Service Reserve Account 91,192 91,262
Revenue Fund 1
Operating Fund 6,249
henenl e Fund ' i o 4 :ll

_Total Special Funds $159414 822180

In addition. $20 981 000 has been advanced during fiscal vear 1987 1o
IPA for SCPPA's share of the initial working capital for the Southern
Transmission Project The advance will be returned to SCPPA at the end
of the project

Hoover U prating — Putsuant 1o the Authority's Indenture of
Trust dated as of March |, 1986 (Bond Indenture), the Authority issued
$34 435 000 of Hydroelectric Power Project Revenue Bonds 1986 Series
A to finance advance payments to the U S Bureau of Reclamation for
application to the costs of the Hoover Uprating Protect. The Bond Inden-
ture provides thiat the Revenue Bonds shall be special. limited obligations
of the Authonty pavable solely from and secured solely by (1) the pro-
ceeds of the sale of the bonds, (2) all revenues from sales of energy to
project participants. (3) interest ar other receipts denved from any
moneys of securities held pursuamt 10 the Bond Indenture. and (4) all
funds established by the Indenture of Trust (except for the Interim |
Advance Payments Account in the Advance Pavment Fund) |
subject 1o the provisions of the Band Indenture providing for the
apphication thereo!

All outstanding Hydroelectnic Power Prosect Revenue Term Bonds, at
the option of the Authority. an subject 1o redemption prior o matunty

The Bond Indenture requires mandatory sinking fund instalments to
be masde beginning in fiscal 2002 for the | 986 Series A Bonds No sched
uled principal maturities of bonds outstanding a! fune 30 1957 are
scheduled for fiscal | 988 through fiscal 1992 The effective interest rate
on outstanding dett during 1987 was 8 1 %

Thie tunds required by the Botwd Indenture contain balances in !
thousands. as follows

. June 30,
S _ _ _— L
Advance Pavments Fund 272N
Debt Service Fund
Dt Service Account 932
Dett Service Reserve Account 3258
T‘uul ‘pnnl Fundu B $31 464

of Special Funds — 1o Bond Indentur.s avd Note Reso-
lution for each of the three projects require the above isted snecial funds
10 be established to account for the Authodity s recuipts and disburse
ments. The moneys and investments held i these funds are restracted in
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use to the stipulated in the bond indentures and note resolus
tion. A summary of these funds follows.
Construction Trustee  To disburse funds for the acquisition and
construction of the Project i
Debt Service Trustee ‘bwmuwwwcdmdm
the Revenue Bonds
Bond Anticipation  Trustee  To pav [nterest related 1o the Bond
Note Anticipation Note
Reverue Trustee  To initially receive all revenues and
7 disburse them to other funds .
Operating Trustee  To pay operating expenses
Reserve and Trustee  To pay capital improvements and make
Contingency up deficiencies in other funds and, in
the case of the Palo Verde Prowect, acou-
BRI mulate funds lor decommissioning
General Reserve Trustee  To make up any deficiencies in othet
. funds A
Advance Trustee  To disburse funds for the cost of acquisi
Payments . tion capacity of the project _.

W“-Duﬂm fiscal 1987 the proceeds from the sale of
$707 273,000 of Power Project Refunding Bonds were used to advance

refund $630, 120,000 of previously issued bonds. [n connection therewith
the net proceeds of the 1efunding bonds have been invested in securitres
of the Uniied States Government. the principal and interest from which
will be sutficient to ‘und the remaining principal interest and call pre-
mram payments on all refunded bonds antil the stated first call dates of
the: respective issoes Accordingly. all amounts related to the refunded
bands have been removed from the balance sheets and the cost of refund-
ing the debt is included in unamortized debt expenses at June 30 1987
Al June 30, 1987 the cggregate amount of debt considered 1o be extin
guished was $1 575 050 000

WOTE D~ Long term bank loan payabie:

Al June 301987 the Authority had borrowed $19 148 006 to finance the
feasibility study and development costs of the Mead-Phoenix Prosect This
loan bears interest at approximately 67 % of the prime rate. however the
interest rate cannot exceed 12%  The average interest rate on this loan
was 5. 2% and 6.1 % dunng 1987 and 1986

The proceeds of the loan were deposited 10 a Develapment Fund fot
which the iendet is the trustee and can only be used for payvment of
Mead-Phoenix Proget developient tosts. costs of issuance of the loan
including general and administrative expenses of the Authority related to
the Mead-Phoenix Prowct, and loan principal and interest At June 30,
1957 and 1986, the balance in the Developement Fund was $2 918 (0
and $3 690 000 of which substantially all were invested (11 securities of
the United States Government

It the Mead-Phoenix Project is terminated lor any mason prior o the
issuain e of m bonds to refinance the loan. ten California cities,
the Salt River Project and the Unitexd States Department uf Energy West-
ern Area Power Administration. have contracted to make payments o the
Authority based on their participation percentage sufficient to retire the
loan and accrued interest thereon The loan is secured solely by the
restrcted assets and the above mentiohed contracts

NOTE ¥ o~ Power sales and transmisdon service contracts:

The Authority has sald its entitlement 1o the output of the Palo Verde
Project pursuant to puwer sales contracts with ten member panicipants
{s#e Note (). Under the terms of the power sales contracts. the purchasers
are entitled to powet output from the Palo Verde Nuclear Generating Sta-
tion and are obligated to make payments on a “take or pay basis for their
pruportionate share of operating and maintenance expenses and deht
service on Power Project Reven je Bonds and other dett. whether or not
the Palo Verde Project ar any part thereol has been completed, s operat:
ing o operable, or its outpul is suspended. interfered with, reduced o
curtailed or terminated The contracts expire in 2030 and. as long as any
Power Project Revenoe Bonds are Ing. canncd be tenminated or
amended in any manner which will unpait or adversely affect the rights
of the bundholders.

The Authority has entered into transimssion service contracts with six
member participants (see Nate G) Under the terms of the transmission
service contracts. the project participants are entithed to transmission
mmm.zutmmwmnmmmmmewm
make payments on a “take or pay  basis for thewr proportionate share of
operating and maintenance expenses and debt service on Transmission
Progect Revenue Bonds and other detst, whether or not the Southern
Transmission Project or any part thereol has been completed, is operating
or 15 operable. of ity service is suspended. interfered with, seduced or curs
tailed or terminated. The cantracts expire in 2027 and. as long as any
Transmussion Project Revenue Bonds are outstanding, cannot be termu-
nated or amended in any manner which will impair or sdversely altect
the nights of the bondholders

NOTE ¥ Costs recoverable from future billings to participants:
Billings to participants are designed 1o recover  (osts  as defined by the
power saies and Dransmission service agreements The bulings are strug.
tured to systematically provide for the debt requirements, operating funds
and reserves in accordance with these agreements. Those expenses,
according to generally accepted accounting principles. whach are nat
included as costs  are deferred 1o such periods as they are intended 1o
be recon ered theough tillings.

NOTE G~ Related party transactions.

Under the terms of the vanous contracts. the Authonty rernbursed the
fodlow ing entities for work performed o | the respevtive projects. The
Department of Water and Prwer of the City of Los Angeles has performed
admirustrative and other work for the Authority totaling $465 000 and
$300 000 wor Bscal 1987 and 1986 The Arizona Public Service Company
(APS). as prowct managet of the Palo Verde Prowct. talled the Autharity
for vatious constrection. operating and maintenance costs totaling
$36, 008 000 and 350,100 000 for fiscal 1957 and 1986 The Intermoun-
tain Fower Authority bilked the Authority for payments lo-aid of con-
struction operabing and maintenance costs relating o the Southern
Transmission Project amounting to $25 267 000 and $62 561 000 for fis-
cal |987 and 1986 The U8 Bureau of Reclamation as project manages of
the Hoover U prating Progect hilled the Authanty lor varous construction
costs totading $2 448 000 for fiscal 1987 The Salt River Project as devel:
upment manager of the Mead-Phoenix Progct brlled the Authority for
variogs development costs amounting to $470.000 and 8] 165 000 for
fiscal 1987 and 1986

Membetr partcipants have the fotiow ing paricipation percentages in
the Authority s interest in the four prowcts (see hote A)

"




Project Participation Percentage
Participant  Verde  Transmission i
City of Los Angeles 67 0% 595% 612%
City of Anaheim 1186 426% 150
of Riverside 54 102 3o 6.0
Impedial Irnigation :
6.
City of Vernon 49 o0
City of Azusa 10 42 3
Ciry of Banning 10 2l 6
City of Calton 10 32 fi
City of Burbank i1 45 16.0 50
City of Glendale i 23 50
Cityoffasadens 44 889 %0
100.0% 100.0% 1000%

o
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NOTF H — Commitments and contingencies:

The Authority estimates that the total financing requiremernts for its inter.
est in the Hoover Uprating Project will approximate $34 mallion. of which
substantially all will be expended for payments for capacity and assoc)-
uuﬂmmmu\-mmsmdmnhmbupw«lm
Canstruction s scheduled for completion in September | 992

The Authority s involved in various Fgal actions. In the opinion of
management, the outcome of such litigation or claims will not have a
maletial effect on the iinancial position of the Autharity or the respective
separate prowects

WWMMW

Supplemental Schedule of Revenue and Refunding Bonds
Mnhhul\mt!b 1987,

Palo Verde
mmmaosamunmw. 1987 and 1986

ntal Statement of Operations for the Years Ended June 30,

1987 and 1986,

. Statement of Changes In Financial Position for the Years
June 30, 1987 and 1986

Supplemental Schedule of Receipts and Disbursements In Funds
Required By The Bond Indenture for the Year Ended lune 30 1987
Southern Transmission P

Project
Supplemental Balance Sheet at June 30, 1987 and 1986
Sunplem'”’ al Statement of Operations for the Year Ended June 30,
Suppler: eital Statement of Changes In Financial Position for the Years
Ended June 30 1987 and 1986
Supplemental Schedule of Receipts and Dishursements in Funds
Required By The Bond Indenture for the Year Ended June 30 1987
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Souther.: California Public Power Authority |
Combined Supplemental Schedule of Revenue and Refunding Bonds Payable |
At June 30, 1987 v S |
{in thousands) o Interest Matunty on
Series Sale Rute Jaty | Total
Palo Verde Proyect Revenoe and Refunding Bo s TN WILRZ 100K TRSa 0] ¥ 26938
T s e 118 1988102017 448
e T T AL B TS A T L S U 1A
o P SN 3 TIMA TR GOSN o 2004 24,0
e — & kit VOEA T ERNS TR iemwedold 12818
S [ S 7} A% W80 2017 I0IAIS
Lt ALz 1966A T AANM  RIN I9wa0S ST |
U |, SN 1%L SN 1 S 1% L
1987 A 2/11/%7 69% |9R8 b 2017 WM
l.n\s'ﬂl. |
|
Southern Transmission Pnﬁn Revenue and Refunding Bonds —— 1984A _¥ M 93% 1880w 65648
o el tEi e ﬁ SNSRI | SN 11777 RN [ LN |17 . N
RN _ 1M5A  WASAS AR TS 131630
- l“&r} 3 s “ ; !2‘ [“mjﬂ.' 3_'] 02“ ‘l
| 9868 4 29/8 75% | RS 1o 2073 480 010
| (58 065
&mlﬂmuhuggt Revenue Bonds 1 9864 RS K1Y 1993 10 2017 34 435
Total Principal Amount 2203623
G'tﬁmm- .
!10 Verde Progect Revenue and le.unam! Bonds i _ﬁi‘m_) |
Wn“mmhmihmmmdwwamaamds - SRS t
MHoover U Power P Kevenue Bonds 142 |
Total mmmmd MHEWN im |
Total Revenue and nn;m. Bonds Less Amortized
Bond Discoum $2073 184

Long-term detl representing 3 hank bsan of #1145 00 for the Mead Pheeenin Promct asd bonis which have been refumied are excluded from the schadule
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o June 30,
2 e et A —— i a7 198
ASSETS
Production § 368 758 $200.247
~ Transmission » 3517 | M4
General i) L
= KiFEFi 205 144
Less = Accumulated depreciation 15,983 3,340
‘ _ _ 156342 201 %04
(“an._s;ymM-ﬂ wrﬁ in progress ’ -‘) 4, 509 i"?_""_’
Nuclear fuel. sl amortized cost w415 .42
Net 1ty prant B17500 LI
al funds _ :
Investments 2222 274 588
Interest v e able 1,753 2.268
Cash pR L | 9%
lor" ‘{'2" F§ ! Uj‘
Accounts receivahle 2859 5419
w - - - - - - — —— rr—
1 rum:r;tmdrm ;’xpﬂ\ws Ac_-s{ e mnuimaa am wtization of $13 698 and 86 949 | 1987 and 1984 JI8 503 | lﬂ)@!}d
Other deferred costs 1542 19712
220045 120 933
$1.081 059 $9497 758
LIABILITIES
dehbt $1 038 335 SR66 ()
t"a‘%‘m
Bond antiipation notes 75 000
Nocrued interest pay atile 17 454 4] mv
Accouitts pavabde and acorued expenses 14.270 @215
51,724 106,198
cm-nm
$1.08] 038 $992 258

The accumpanying todes are an (itegral par of these hinarr el datementa




e Beuand) Year ended June 30, _
1987 1986

Sales of electric energy SR E : ' L 451040 §10042

Nuclearfuel expense - ; AT 8 200
. Other operation - 4 . 016 3388
_Manenance ! : e ke 2 AR LA
_Depreciation B _ _ , 17,643 330

ch. 10 progects éu?u_r!mnwum}n !'3'71;1 (1.088)

Interes on debt. net ’ 7420 84.294
~ Allowa. ce for bortowssd funds used dwmlummuﬂmn ' ' (40 49%) ( ?57133)
Net debt expense 37,792 8 4]
TORTE 17,908
Costs recoverable from future to ERE) 17 340)
eXPEnISes [T $ 10,042
Southern Califorma Public Power Authority
Palo Verde Proj
Supplemental Statement of Changes in Financial Position
(In thousarids) Wear ended June 30
a8 [
Funds provided by (used for)
Operations
Revenyes $ 51 949 $ 10042
Expenses (TOATR) (17 383)
l‘;urr\ mt ivolving hunds
Depreciation and amorizahon 19 AR 5362
Oeher net a1 748
10 02 3,955
-']Mﬂuh.
Sale of u?undm. bonds 69484 131312
Deteasance of revenue bonds (5es T03) 1389 320)
Reduction of long-term debt (735 o0
Band ssue costs (106 SA9) (57 631
64 442 RE G| )
Uuliny plant a8, 141) (A7 _45)
et 19
$ 1543 ST 14N
Increase (Decrease) in funds
Investments § (52.336) » (4031
Interest rex e able 5% {13 308)
Cash L4 {56)
ACCunts rever. abily (< 56k $§74)
MWK'&‘.{‘MHT\\‘F& TR (T ey
Accrued intesest pas able 1529 6,735
Accounits pay able and accrued expe ises (5.083) (2.214)
§ 18403 §172.14)
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w"ﬁudmumumm the Bond Indenture |
Yoor Ended June 36, 1987 " |

(In thousands) Constructon :
|" ‘ Fund Inmai Debt Bond Resene & General |
| Account Fund NotePund  Fund Pond Note fund _ Fund Weal
!‘ Balance at June 30 1986 $83386 8301377 W604) B 3TIO S 4963 9EAS6 3 342 aamsiMd
i , |
| and nate proceeds 75312 LT

and note interest receved 4.?1 - 561
| Invesiment earnings 369 18753 ; 92 03 80 1
|  Sales — power L 59 064 o
|‘ Other income 142 160
_ Transter — bond closing (1483 @M o
~ Transter — note payment (73.719)
— interest payment 67 803 (3,000
" Transter — investments 3600 (198) 1 460 (1.268)
Transker — investment earnings 13,313 (21.865) (237 9661 (361) (459 (81)
= puwer sales receipts 44,087 (61.374) 14613 1518 1156

~ Transter — other ?F 304 (10.16 5178 133 1 ax

T I [XF T X ] ‘L’f"a . S Y. XL

%m 19,933 SR T E 19938 |

Operating expenditures 4 e I IR

| Fuel costs 6188 o e A 61R
Interest pard 4 3968 10w 61 L 3 136 .

Property tax paid | 686 - 1134 2810

| costs M6 eyl b acleeti =il .
| Interest pard on investment w
74 318 - 1280

Thes schedule summarizes the receipts a7 desdnrsements i Rinds feguired soder the baond indenture and has teve grepaned rom he trust statements The halances i the
harts consist of cash and investments 3 ongingl cost These balances do not include scoroed imesest recervatie of §1 TEY g §) 268 @ fune 30 | 987 and | 886 nor do they

include ial amortized et arvestmen! premiums of (8] 832) and (342 ) ) of June 30 | 98T and | 986

P— e e



June 30

1987 1988
§ A310%4
I8 0
AL : 651,10
|ets — Accummulated depreciation ‘ . ; | & (RS
T , B 633013
Constraction work in N : - § 636 o8
"'G'T'—_‘mm Ty puant LI 01 or T8
Investinents 156,446 219 548
J A—&yxw 0 intermountain Power Agenicy 20981 e
Interest receivable 2 968 29T
18U 395 PR
Accounts recelvable ; L 3
o i i i g s )
Unamortized dett expenses, less accumulated amortization of $13 999 and $7 121 in 1987 and 158 |67 084 197122
: §1.041 395 $1 055 668
UABILITIES
m“‘ § 999 A% § UK IS5
Current liabilities
Accrued niterest mall #1T
Asvourtts pavable and scorosd expernses 1,238 1 863
1 830 ~57.3%
Commitments and contingencbes
§1041 395 §1 055865

_m




(In thousands) wear ended
June 30, 1987
g revenues : 7 7 :
Sales of rARSMIsSION sefvi ey ' I T YL
Operating expenses B
~Mamenance ] B N 3083
‘ahon 18,089
.. 10ta) GpeTating expenses : N
Deblexpenses =
Interest on debt net T T0 88

{In thousarets)
Yeewr ended June 30

Jan7 19846
Funds provided by (used for)
Ciperatio: s
Reverioes $ ML K)7
}.wpvm\ (am w0
Clugrges not (nnvly g funds
Dt iation; X 0
(Mher net K082
(33 100y
“Tonam g
Sade of sedunding ot § 1010213
Dedeasarne of bond astic patid notes (2081 (NMH
Deteanantoe of veveniug Todinds (8] Ry
Bondd msce « omis (1T461T)
(2w 013)
Ltalaty plant {14,395 {103 530
Uither nigt FE LY Wiy
[TFAERCY § 007 640
Increass (Decrease) in funds
trvest ety (63 by § 4210w
Advanice bo Intermauitan Power Agenay 30 981
Intetest pex oy otas o R TR
Acyumainrs pes o e a b4s (5 usg
AcUFued ket I Ui T
Accuuifs Dy sl and &croed expE e 4 335 M 344
RERLTY § (507 840




Supplemental Schedule of and Disbursements in Funds Required by the Bond Indenture
Year Ended June 30, 1987
(In thousands) Comstruction

Fund-lnitial Dbt Ceneral

Fac vitwes Senvce Reienue Opperating Reserve

Account Fund Fund Fund Fund Tonal
mumwi 1984 § 93 856 $124514 5 0 L) 0 § 0 $218,150
T I S| S— S— ——
i . e N N - . Q2071
Transter of inletest pay et A1 . s
Tansler of tunds i AW W B78)) e (598 o
Transler — transmission sales receipt i e JASSS GRION) 12958 0687 <3
Other receipts 17 17

T30 180700 Bah) J0Ie R
_ Payments-in-aid of construction and admunistrative costs pad 19 235 : o ) 19.258
_ Advance to lntermountain Power Agency .98 i 20,981
_ Operating expenditures ! - 1278 RN
Interestpaid . B L 1 AL S PR 151.51)
_ Interest paid on investment purchases 1% 373 367 .
_ Financing costs paid 2 59 PPl T R -y, " L TN R 5
_Thansler of investment earnings : (6 307 68 a2 e 0
Other 105 105
Yot R L A XL T2.081 L X
Falance at June 30 T0RT R A 1 I N N A N N AL

This schedule summaraes the rrcegin and debursements in lends regoored under the tond ndenture and has beed preparad rom the 11ue statements The balances in the
funds consist of cash) and (nvestients o aegginal cost These halances do not include sccrued detest recern able of $2 M8 and 82 2TR & June 30 1987 and | 9% nor do they

e WoRad amortiaed Nt ivestect Siscouity and preituums of $JR] gnd §1 19 a1 June 30 1987 gnd e

%
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