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Lross revenoe increased § 100 465 (00 « SLOZAA)S NN
Fuel and operating and Mmamenance expenses InCreaseo § 55 658 00 § SaNs 452 (N
LAY DAV I T I SERCCARLE £14 S M (NN
Longaerm deld semvice reguiremens on bonds increased S0 288 (k) | £ 017 &M AN
Matcimum electric svsiem boad increas LA R AS6H 000 KW
0 ety istorners wer ¢ added 1o oda S8
AWM sales increased © 1% 4 5,207 505 4851 KWH
Cost 10 residenta) customer per KWL Increased O 8% ¢ 040
LOIK gas customens were added 1o 1ol W) INS
MO sales inereased W 20, T8G AS0 MO
Cost 10 residential costomer per ML L1

Gross revenue o 1999 $1.024.418

Apphication of revenin

Fued, purchased power. and resale gas § 255,048
CHher operating and generdl expenses 16l K74
Matttenance of the systems 1,428

For debt reguirements and other interes $ a6 5%0

Interest Charyd 10 constructios 5 654
Net dedt requirements and other interest $242 870
Pavinents to the Gty of San Antond 147 58K
Balance from operations avdlable for construction 155 48
Towa 1004515

Gross amount sperit for replacement. improvements and

expansion of gas and electne systems $172,208
Fun ibtained lron
Operations L IRRE U
Bond Construction Fund §7.1587
Improvements and Contingencies Fand i Al
Contributions and advances in aid of construction b 2K

Tota $172,208
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PROFILE OF CITY PUBLIG SERVICE

City Public Service is one of the largest nunicipal
utilities in the country, serving 528 739 electric
customers throughout its 1, 560 square mile service area
he gas system supplies 300, 185 customers in the

San Antonio urban arca

CPS generates power lor its customers a two coalfired
and five natural gasfired plants with a combined
canacity of 4 B1S megawatts in the San Antonio area
he utility also owns 28 percent of the South Texas
Project nuclear plant on vie Texas coast, which adds
inother 700 megawatts of capacity. The gas system s
comprised of 4 068 miles of gas lines through which

natural gas 15 delivered 1o CPS cusiomers

Fhe CPS goal is to produce reliable, low<ost energy to
serve the San Aatomo arca, which has a population of
approximately 1.4 million. Tourism, manufacturing
construction, insurance, retalling and medical care have
been the traditional economic mainstavs, along w th one
of the largest concentrations of military instaliations in
the US  In recent years, San Antonto has broadened its
cconomic base to include numerous firms in the fielkds
ol electronics, data processing, biotechnology and

telemarkoeting

Purchased by the City of San Antonio in 1942, the
utility is governed by a five-member Board of Trustees

which includes the Mavor of San Antonio

City Public Service had 3,427 emplovees as of

January 31, 199




ROM THE CHAIRMAN AND GENERAL MANA

City Public Service has co’ pleted another successful year with good financial results, continued low rates
and good service provided to customers. Whiie these successes have become somewha. routine for CPS

they certainly take on greater importance cach year as changes occur in the utihity industry

he Board of Trustees and Management of CPS believe that the success CPS has enjoyed in the past puts
the utihity in a good position to meet the challenges of competitton. And those challenges already have

hesun in Texas

CPS has participated in work groups addressing issues of open access Some of the key issues and actions

at the state level include

I'he Public Utility Regulatory Act of 1995 requires unrestricted use of transmission lines for wholesale
transactions. including use by power brokers/marketers and whaolesale generators The legislation also
requires inf to be provided to the Texas Legistature for use in drafting future restructuring

legislation

F'he Texas Public Utility Commuission adopted a new transmission rate structure, formed the
Independent System Operator, indtiated the Electronic Transmission Information Network and pie

pa A n potendal levels of strunded investn ot under a variety of restructuring scenarios

Ihe feavid wy of Coveloping an AC interconnection between the Electric Reliabiliny

Council of Texas and the Southwest Power Pool is being studied

Mese actions have made changes in the who'esale side of the electric utility industry in Texas and point

1o the potential for other changes, such as retail competition, in the future. With the 1997 Texas Legistature
in session, CPS s following developments carefully to assure any discussion of retail competition takes
municipal utility concerns into account. CPS management suggests a cautious approach to changes on the
retall side, poe. rring to allow regulators and the industry time to evaluate the changes already made in

wholesale co petition before taking the next major step

Impending change has given CPS an opportunity to assess the ovganization and evaluate strengths that will
continue 1o be important in the future. Following this assessment, CPS reorganized in four business units
to allow s¢ paration of generatton trom the ¢ OrPoOrate services distribution and transmussion segments ot
the business. Assessments will continue, helping to assure that the utility is fully prepared to continue

SCTVING 1S Customers necds

CPS will continue to build on its strengths: a financial position which is the envy of many utilities, rates
that are among the lowest in the state and nation and service in a dvnamic and growing community

Addidonally, CPS enjoys a unigue position as both a natural gas and electric utility

hese qualities provide a sound basis for even greater achievements in the future . «ccomplishments that
become possible through the talents » W dedication of an excellent work force The future is positive for
CPS and the utility looks forward 1o the challenges ahead
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OSITIONING FOR COMPETITION

he secret 1o winning a chess match is in positioning having the plaving pieces in an
) ) ¥
advantageous arrangement  Planning, flexibility and a contingency plan are important in
» » )
posttioning for success. Competing in a deregulated electric utility marketplace can be like a
highlv-contested chess match for even the most skilled plaver  City Public Service. San Antonio's
o] |

natural gas and clectnc utiity, is analvzing every move as it positions itself tor competition

he most important piece in the game is the king. The match revolves around strategies for
safeguarding the king and climinating the competition. In a deregulated electric utility industry

the customer will dictate the characteristics of prod

WS OF services and. in essence. will be the
King Customers will expect high guality products and services at the lowest cost with added

value and bulltin convenience. The provider that positions isel! to Gl th's need will
. win the contest for market share

For more than S0 years, City Public Service has responded to the needs of customers
h providing reliable quality gas and electric services at low rates. In a deregulated

environment in which the customer can select an energy provider, CPS will retain its
customers by continuing to meet their needs. To this end, the utility will continue to
use 1S strengths to sateguard the interests of its customerrs

The 199697 fiscal vear proved to be a year of positioning CPS for competition. CPS
increased Hexibility and began preparation for a dereguiated wholesale market by

FEesSiruciuring the organization into core business units. « OFPOrate dervices and Finance

Customer and Distribution Services, System Engineering and Engineering Services and

Production. Low rates, added value through teg hnology and multi-fuel capabilities will allow CPS

builkd on its past strengths, thus increasing sales potential tor the future. The utility continues t«
cemphasize hiring and retaining the haghly skilled and ¢ xpenenced work force neceded 1o out-pertorn
the ¢ mpetition and enhance its investment in the community through economic initiatives
employvee donations and volunteerisn
With the stage set and the plavers pre pared, CPS began pocitioning itsell for competition Success
will assure that the customer remains king and CPS becomes a grandmaster of competition as the

industry moves from a regulated environment to a marketdriven one




A FLEKIBLE ORGANIZATIONAL STRUCTURE

In chess, a skilled player will advi nce his defensive strategy by balancing the configuration of his
pieces with the conditions of the game. During the past fiscal year. CPS restructured its organization
into business units to comply with new open transmission access rules and to balance the organiza-
tion with anticipated markets, creating a more flexible and advantageous position frm which to
serve customers. CPS established an administration core and three business units, cach of which can
generate revenue and achieve greater efficiencies to enhance the financial management of CPS In
addition, CPS redesigned budgeting and accounting systems for the four business units

Jamie Rochelle heads Corporate Services and Finance, which provides core corporate services to
the other business units. The unu encompasses the Financial Services, Legal Services, Administrative
Services, Human Resources, Work Force Policy and Plunning, Information and Communication
Services and Materials Management departments, as well as the Internal Auditing and Governmental
Affairs divisions and the Economic Development Section. The main objective of the administrative
core is to assist the other business units and the utility as a whole in remaining competitive
Internally, the business unit enhances the competitive stance of CPS by providing support in
unbundling services and prices, implementing revenue enhancement programs and assisting in cost
control strategies . Externally, Corporate Services and Finance personnel participate in the formulation
of national and state policy on utility industry deregulation to assure CPS has a voice

Assistant General Manager for Customer and Distribution Services Ken Fiedler now oversees the
Distribution, Custon . Services, Special Distribution Projects and Public Relations and Marketing
departments. This unit serves as the utility's point of contact with customers and seeks to satisfy the
customer by delivering gas and electric servic s in a safe, reliable and cost-effective manner. This
function involves not only building, maintaining and operating the gas and electric distribution
systems but also assuring that CPS provides energy services desired by customers. The unit will
aggressively market CPS services and secure multi-year contractual commitments from existing and
future customers.

Engineering was consolidated into System Engineering and Engineering Services headed by Assistant
General Manager Joe Trevifio. . areas of responsibility include Gas, Transmission and Distribution
Engincering and Field Administration. This unit plans the development of the electric and gas
systems, constructs and maintains electric transmission systems, manages field contracts and
provides the company with cost-effective fleet vehicle services

Senior Manager for Production Bill Gunst heads the unit responsible for generating electricity,
including both wholesale offsystem power marketing and fuel acquisition  Mr. Gunst oversees the
Production, Generation Control and Marketing and Fuels departments. in addition to the Nuclear
Division. This business unit purchases fuels, operates and maintains CPS power plants in compliance
with environm: ntally sound practices and buys and selis wholesale bulk power when

economically beneficial

Each business unit is initiating changes which allow CPS$ to better serve its market niche and give
both the individual business units and the integrated utility a competitive edge. For example., in
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ADVAKTAGE THROUGN LOW RATES

Businesses, like chess plavers, build on advantages and often utilize mancuvers which have proven

effective in the past  In a marketdriven environment, competitive pricing will be the most

effective advantage

CPS has a history of providing low-cost and reliable natural gas and clectric service  During the

199697 fiscal vear, CPS customers paid some of the lowest rates in the state and the nation. The

CPS residential gas and electric bill ranked second lowest among the 20 largest cities in the country

Ihe average monthly electric bill for 1,000 kilowatts of electricity in major Texas cities during the

vear was $77 14, while CPS customers paid $63 63

CPS has been able to maintain low raies due to its favorable fuel prices, low production costs at its

power plants and sound financial management. The CPS fuel diversification program. which allows

the utility 1o use coal, natural gas and nuclear fuel, belped to maintain low tuel costs

Record performance levels in 1996 at the South Texas Project nuclear plant helped keep tuel costs

and therefore bills low. The STP generated 4bout 207 billion net kilowatt hours of electricity tor

the 1996 calendar year, placing it among the top producing nuctear plants. Unit 2 ranked second

while Unit 1 placed third among 109 operating nuclear plants in the United States. Worldwide
Unit 2 and Unit 1 placed sixth and seventh, respectively, when compared to the electrical genera

ton of 435 nuciear plants

he utility also benefited from good performance at its coalfired plants. In a report prepared by

the Utility Data Institute, the | T Deely Plan. ranked ninceteenth for its five-year production cost

Residential Bas and Bectric Bilis for the 20 Larpest ULS Cities
Average lor Twelve Months Ending lanuary 1997 Based on 5 MCF ant 1.000 XWH
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among the 700 US steam-clectric power plants. The plant averaged $13 08 per net megawatt hour through 1995 and

wits the only Texas plant to rank among the top twenty  UDI included fuel costs in the calculation of production costs

Improvements at the | T Deely Power Plant during the yvear included water lances in the power plant boiler. chemical
i b i I

Cleaning of the turbine and an ondine performance monitoring system in the control room. The utility installed water

lances, high pressure water blasting systems ased to remove ash from the boiler wall, to help maintain the heat transfer
efficiency of the boiler The installation of water lances significantly decreased the number of load reductions for de slag
ging at the Deely Plamt

AS a result of chemically cleaning the high pressure turbine, an essential component in the pro ‘uction of electricity, CPS

regained 40 megawatts of capacity on each of the units at the ] T Deely Plant. This process. unique to the power plant

industry. has helped keep the plant capacity factor at an all-time high

Another improvement at the Decly Plant included an ondine performance monitoring system for the two units. Through

& software program, CPS control room operators can monitor the plant heat rate in the steam generator cvele and then
make efficiency adjustments which lower the tuel cost by using less coal in the production of electricity

Though not included in the UDI Report, the J K Spruce Plant, which begar commercial operation in November 1992

has shown good pertormance. According to statistics compiled by CPS, the Spruce Plant averaged $12 43 per megawatt

hour during three years and two months of operation through 1995

Job consolidation in the
Production Department
helped 1o keep production
costs low during the
199697 fiscal vear At
the J K. Soruce Plant, the
desulfurization system
control room was
consolidated with the
plant control room
climinating seven
positions. Following
cmployee training, the
utility also will increase
productivity with the
consoldation of power
plant insulation, carpentry

and boiler maintenance

mnto one cran

Coal suppives one ball of the CFPS electric generation and is a major factor in achieving lou
production costs
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distribution automation equipment is scheduled to be installed by the summer ¢ M7, allowing CPS the capability of
monitoring and controlling the distribution circuits remotely. Features will include

Cantrod o various distribution system

devices, voltage and power factor monit wing and customer outage detection. Also in the not so distant future. CPS will
set up residential and commercial customer sites which will receive automated ene gy services, such as electronic meter
reading, current billing information. energy usage monitoring of residential appliances and energy «

onservation guidance
through a customer interface

CPS also is using the communications infrastructure 1o improve customer service The 1nte grated Mobile Data

Communications System. which uses satellite global positioning, is & prime ¢ xample of the expanded application

wircless technology. The project will largely automate the dispatch of field personnel responding to customer needs and

will enhance crew efficiency and safety. Presently, crews receive broadoast voice communicated orders from the CPS

Karl Urbanski. Tester 1] the distribut
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caontrol center and written orders from the service centers. The state-ofthe-art pooject consists of a series of integrated

mobile work force management programs which consider order scheduling, work load distribution and CPS customer

service needs. Field staff in vehicles will receive text and data ficld service orders on vehicle-mounted screens utilizing

radio technology broadcast from the array of communications towers. The system will route avallable personnel on the

basis of customer need and job priority, job skill requirements. existing work loads and the proximity of the crew

the job

Cost savings in the mainenance of CPS facilities and in response 10 Customer service nee ds will be achieved through

better utilization of the CPS work force and equipment. The system will facilitate a “dispatched-from-home” work force

in some cases, further eliminating significant administrative and travel costs. CPS anticipates savings of 1.4 million per

year through the application of this technology

During the 199697 fiscal vear, CPS selected a vendor for the Mobile Data Communications System. By the second

quarter of 1997 the system will be installed in 150 CPS vehicles and will be phased into 100 more vehicles

shortly thercafter

Technology also provided added conveniences for customers and at the same time increased productivity for the utiliy
A vear ago. customers began obtaining CPS account information and reporting outages through the automated

telephone answering system. One service provides access to basic custome hilling information, as well as office hours

and locations

The second service allows customers (o report outages by eliciting responses from callers and recording

utility problems

During the 199697 fiscal year, CPS added a new feature 10 the automated telephone answering system. Custon. s can

NOW request extra time 1o pay their bills. The automated credit extension line handled an average ot approximately

14,560 calls per month, freeing the CUustomer Service representatives (o answer more Complex customer inguiries
Available in English and Spanish  24-hours-a-day, the

automated telephone answering system processecd 372

calls during the 199697 fiscal vear. equivalent to 21 percent

f the total number of calls answered

another avenue for communicating with customers is the
CPS web site on the internet. Local students began accessing
information about the gas and electric systems. while
customers learned more about CPS services, energy
conservation and gas and electric satety The CPS web site

is located at http //www.ci sat.tx. us/cps

Wike Gonzalez, Journeyman Lineman, verifies the next adidress wher
Wil resto ‘ iy the end 19" CPS will use 250 Mobule Exalke
Communications Systems. like the one pictured bery, o automaticall

dispaich Neld personne




INE GAS AND ELECTRICITY YO CREATE AN ADVANTAGE

In the electric utility industry, some electric utilities have prepared for competition by acquiring a
gas utility. By providing both electricity and natural gas, CPS already has both that advantage and the

longer term Knowledge and experience in the joint development of gas and electric infrastructure

For more than SO years, City Public Service has played a key role in providing the infrastructure for
A growing city. During the fiscal year, CPS added 9 470 clectric and 1,018 gas customers. By 2021
the population of Bexar County is expected to increase 45 percent, from approximately 1 A3 million

currently to 1 93 million, resulting in about 265 000 new households

1o meet the continued growth in the San Aatonio metropolitan area and to offer customers the
flexibility of future energy choices, CPS continues to expand the gas system. As of January 31, 1997
CPS completed approximately 24 percent of the $12.5 million second outer gas loop which will
encircle San Antonio by the year 2000 This new component of the gas distribution system will
extend service to arcas with substantial gas market growth potential. The eastern leg of the new
loop connects the north central area to northeast San Antonio while the western leg will join

northeast San Antonio with the western part of the city

Dovie Haese. Geas and General Construction Inspector monitors the installation 7] wNehH gas main

paart of the second owter loop wbich will encivcie San Astonio by the year 20000, maktr Both gas and

electric service avatlable in rorth Bexar County




TO WIRE AND RETRIN QUALITY EMPLOYEES

A highlyskilled chess player is known as a “master” As competition becomes commonplace in the
clectric utility indastry, highly skilled employees will play a major role in the determination of
utility "masters” At CPS, efficient and conscientious employees are the foundation for the 54 years
of demonstrated success the utility has experienced in serving the San Antonio arca. Excellent
and reliable gas and electric service and low rates result from the efforts of a tlented and

diligent work force

In a market-based environment, CPS employees will continue 1o be key plavers. The work force
understands customer expectations and necds and is in a position 1o respond well to the interests

of customers

With an attrition rate of approximately 3.5 percent, CPS has a stable work force with an average
Oof 14 years of utility experience. In addition, employees are well educated, with 10 percent holding

undergraduate and graduate degrees

The CPS management staf! brings a wealth of knowledge and an average of 22 vears of utility
experience. CPS management is recognized by its peers andd acknowledged by the top rating
agencies in the country as among the best in the utility industry

CPS considers training essential to the competitive viability of the organization. The Training
Division develops classes 1o focus on management and employvee needs, organizatiogal and utility
industry changes and training trends. A comprehensive training program keeps employees ahreast
ol new technology and work processes which better serve customers. During the 199697

fiscal year, CPS offered 71 courses on writing, supervisory skills, customer service and compurer
skills to 920 employees. In addition, 374 emplovees in power plant instrumentation and
maintenance. envircnmental hazards and safety, as well as electric and gas operations completed

22 training courses

CPS also encourages emplovees to pursue higher education through the CPS tuition reimbursement
program. The utility reimburses students who successfully complete courses which will help them
on the job. During the fiscal year, 98 empioyees registered in undergraduate courses, while 35

enrolled in graduate studies. During the last five years, 70 employees received their degrees

through the reimbursement program







TAY CLOSE TO YHE CUSTOMERS AND COMMUNITY

Skilltul chess plavers also find it beneficial 1o have key pieces guard the king since “king safeny
| .

is one of the primary elements of chess. In a competitive environment, a close relationship with

the customer and, by extension. the community pays dividends. During its 54 yvears as a4 municipal

atility, CPS has made community investiment a top priority, serving as a catalyst for economi

development and for improving the quality of life in San Antonio

CPS also provides an added benefit to citizens of San Antonio through payments to the City of

San Antondo. Each year, CPS transiers 14 percent of its gross revenues 1o the City of San Antoni

general fund whech pavs for City services. The $137 6 million payment tor the 199697 fiscal year

represents the largest source of income for the City of San Antonio, approximately one third of the

City's general fund Since 1942, CPS has contributed more than $2 billion to the municipal

government with the City's equity in the utility standing at $ 1.8 billion

During the past year, the close relationship between CPS and its customers translated int

an added

bonus. Through an outofcourt settlement with Houston Lighting & Power, HL&P guaranteed CPS

$ 225 million in cash and operational savings during a ten-year period. The claims arose from cost

overruns during the construction of toe South Texas Project nuclear plant near Bay City and the

shut down of the plant during 199494

The settlement included $75 million in cash which the CPS Boaod of Trustees voted to return

CPS customers who had paid higher utility bilis as a result of the STP outage in 199394 After
paving $11 million in litigation-related expenses, CPS distributed $64 million 1o more than S11,.000

utility customers. Customers received approximately 63 percent of their July ovele electric bill

Those with current accounts recetved a check, while customers who owed the utility received o

credit. CPS malled approximately 427 000 checks runging from $6 to $4.25 000 with the averag

totaling $76. Some 86 000 customers received credit to thetr accounts

Customers benefited from lower energy costs arising out of the joint operation of CPS and HL&P

power plants. CPS will ceceive $150 million during the next 10 years from savings resulting fron

using the most cost-ettective of each utility's power plants. The settdement stipulates that yearh

cumulative savings must be at least $10 milion, with HL&P making up any ditference in cash

Joint operation of the two utilities’ power plants began on June 25, 1996

CPS continued to work closely with the San Antonio Economic Development Foundation to attract

new industry 1o San Antonio. During the fiscal vear, 19 companies announced they would locate

the Alamo City, bringing approximately 2,900 jobs. The larger ones include Unibase Technology

Inc., which specializes in data processing and will employ M

emplovees, and BABN Technology

Corp . which prints instant lottery tickets, with 4 emplovees. Pacilicare, a regional insurancy

service center with 320 emplovees, and Norwest Banks Regional Operations Center. a financial

institution with 300 emplovees, also established otfices in San Antoni

CPS contributes to the local economy by purchasing services and products from San Ant

companies. The CPS Small Business Office increased bidding by local firms through ontreact




eflorts. For the second consecutive year, the United States Small Business Administration awarded CPS the highest rating

among utilities for increased participation of small and dis wvantaged businesses

CPS employees also helped improve the guality of life with contributions to United Way, an organization which funds
human service agencies benefiting one fourth of the population in Bexar County. More than 8% percent of the active

CPS work force and 119 CPS retirees contributed to the CPS Unidted Way « ampaign which raised $466,.3458

Under the
Volunteers in Public Service program, CPS employees gonated 14.055 hours and raisec

L about $15 560 for non-profit
organizations and community projects

P AT

Augie Salinas, \ceounting Clerk | and Volunteer In Public Service reprresentative, chats with send
al the Lider Howuse of Ceniro del Barri ¢ United Way agency Gadindo is bolding tux [ 1 N shaws Salinas
citizens ai the adult day cen
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ELECTRIC SALES

1993 1994
FLECTRIC SALES

GAS SALES

Million MCF

ELECTRIC GENERATION & PURCHASED POWER

n Bllon KW

' Excluces ioint systerr

Fiacal Years Ending

91

City Public Service achieved record gross revenue and clectric sales during the
199697 fiscal year. which also marked continued financial strength and low rates
tor the utility's customers. In line with management objectives to reduce costs
operating expenses were less than projected and lower than the previous vear
Construction spending was slightly more than last year but was reduced from the
projection through careful planning and timing for major projects. Costs of gas
for generation of eleotricity and resale were greater than a vear ago and also
somew hat above projections, due to the national trend in natural gas prices
throughout the vear Gas sales for the year were the highest since the fiscal vear
ending January 1990

CPS assets totaled $4.6 billion which reflects that the utility is financially strong
he City of San Antonio’'s $1 .8 hillion equity continued to grow, rising $72 million
from the prior year The record gross revenue for 199697 resulted in a record
payment of $137 million to the City's general fund. CPS has provided more than
$2 billion in payments and services 1o the City of San Antonio since 1942 while
maintaining rates that are among the lowest in the state and the nation. During

this time, CPS also has maintained a very sound financial condition and high
credit ratings

he year's successes included financial benefits from settling legal action against
Houston Lighting & Power Co (HL&P) concerning mismanagement of the South
lexas Project nuclear plant and cost overruns during its construction. The
settlement included $75 million in cash and the guarantee of at least $150 million
in savings during the next 10 years by jointly dispatching clectricity from the two
utilities’ generating plants. CPS distributed $64 million of the cash proceeds to
customers and used $11 million to pay litigation expenses. According to the
agreement, CPS will receive 90 percent of the savings resulting from greater
efficiencies and lower overall fuel costs from joint operations. During fiscal
1996-97, CPS received $17.5 million in benefits from the joint operating
agreement. In April 1994, CPS rebated a small portion of these savings to its
customers through lower fuel costs. All remaining joint operations savings have
been set aside pending an evaluation and review of possible future uses by the
CPS Board of Trustees

GPEPATIONS

The South Texas Project nuc’=ar plant, of which CPS is a 28 percent owner
performed at record kevels in 199697, CPS received 36 6 percent of its

ger: aton trom the nuclear plant. STP operating expenses, while essentially as
b ted tor 199697, were at & lower level than the prior vear, since only one

whng was conducted

Other STP achievements during 1996 include
Unit 1 set a world record of 22 .6 days for the brictest refueling tor a
pressurized water reactor plant
New records were established for the number of consecutive dayvs on ling
with 309 days tor Unit 2 and 205 days for Unit 1
I'he capacity factors were 93 percent and 95 percent, respectively, tor
Unit 1| and Unit 2
STP received the highest rating awarded by the Institute of Nuclear Power
Operntons, an organization dedicated to promoting excellence in nuclear
plant operations

The plant reccived superior marks in maintenance and plant support and

good marks in operations and enginecring in the 1996 Nuclear Regulatory

Commuission s Standard Assessment of Licensee Performance
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GROSS REVENUE Ps

coakfired units also performed well
[V # Diodlary

wing SO0 percent of the

s penerstion. The average cost for coal megawatt hous

npared to $11.38 the previous vear 1he it oF generation

ind purchased power was $10.83% per moegawatt mall increase for

96, CPS set an hourly peak demand record of 3356 megawatts and a

hour usage record of 62.674 megawatt hours. The hourly peak demand record

set on June 19 exceeded the 1995 record by 3.3 percent, while the 24-h

record set o ine 20 represente d percent increase from the preva

A winter ho S megawutts set on January | |

Non-Opsrating excecded last ¢ record hy S percent
Hevenue

REVEMUE AND SALES

Giross revonuce set an al reaching rore than $1 bhillior

percent incroase tue primarily to greater fuel and gas cost

recoveries and mnorcased sales | 1 the electric and gas systems Electnc tuel

recovences rose $25 6 million wt vanced $33. 1 million

GROSS REVENUE AND APPLICATION OF REVENUE hoth were affected by the overall } price of gas. !

wreased sales
Ml &

for $40 4 million of the ¢lect n of the gas

1,024

Electnc sales increased 7.1 percent, reac) hours and

scetung a new recaord. CPS served an average o ¢ (ric customers

empyratures during the summer of 1990 were han in the
previous year For the cond cons

cutive year, CPS reported strong off-sy

siles to oth marketers. Gas sales InCroase

o
. -
‘ 893 the previous year Usage per custony Wwrea W A4 reent, as

percent duc al winter, and the overall average usage

CUSLOMET 1
oy ity

Hequirements

& Other interes CPS dernved 8S ng revenue from clectne sales an

approximarc! LS SYSIEm. Average revenue ol S
kilowatt hour and

¢ 1.8 percent and 289 percent

respectively. tha t higher fuel and resale gas p

sources of reve st on investments and miscellancous |

whict iributed $35 million *o gross revenue, on increase of So million

OF"ERATIP&G & MAINTENANCE EXPENSES ELPENSES

persting and maintenance expenses | S488 4 million. a

rease of $33 6 million from the fuel and gas for
st $255. 1 million, $51 .8 millio y higher unit

more usage. Non-fuel operating and ¢l poenses were 87

S
- 448 million less than last vear as a result of manage

contammeer S S Srtegic nittives

South Texas Project n ¢na | operating costs, excluding fu
million. The § spending resulted from complet

refucling outage ) ired with two refucling outages the
PG Other

Yerating & Expenses also v L result of staff reductions
o ; 8
Mastenance




CONSTRUCTION FINANCING

Construction expenditures of During January 1997, the last Old Sertes Bond paymet G n ind $16.6
million increased $4 8 rescrve fund assets were returned 1 y 1 Ist hese assets

from last year Capital ¢t red to the New Series Bond R re principa
ts included additions to bot! paymg Fhis year, CPS did not have any i debt offerings
the gas and clectric distribution Ps continued 1o reduce its outstanding del

SVSLEMS 1O SUpport customer nmercid paper principal and $88 7 mill
growth and continucd building of

) CPS continues 1o maintain the highly favorable AA+
the iher optic network. Revenue

f ‘ 1 " Investors Service, Aal bond rating by Moody's Investor Services and AA b
TOm opera 5 N L

rating by Standard & Poo he commercial paper progran
porcent of t il J Sl

t A " Continues to cart ihest s issucd for variabie rate debt by all t
consirnaxen ¢ IS

bond i p rting agencies. Those rati N among the highest rated municig
EMOMIG NS N ¢

utilities in the « wer iinancing costs to CPS and
percent of the « t 1o

nd tl Customers

and the remain t

Customes i
In their review of « nmanagement s strategic pla

capabilities and legal and s, bath Fitch and Standard and Poo

LOPS among the most competitive The Fitch Competitive Indicatos

FUNDING OF CAPITAL PROJECTS B e, (L SRR S Ssvstarownid i S

Stundard & Poor's Business Pos y ranked

public power utilities. In addit

172

151
28

ve average” and ranked the be

. FUTURE PLANS
- CPS continues 1o make a concerted effort t

1 ATRCSE

SN Lot ter ) Cis with its
s, including its municipal customers. As o lectric utihiny
indhnsie s (lers

- avihat larg is W tCidion and markeung ciiorts w
172
- heCcome even more impo \ \ ¢ oty 's strategic indtiatives
USIOMw Comimercial CPS continues t N Custo { ds and improved service throug
Contributions Pape

automated 24-ho HCKET FESPONSE 1O INguiries and

additional comn reasing use of fiber optics

and aestheticalh ures

CPS expects to fu voith greater use of fixed and

e TNOUKHR SOMe construction wil continue inad e Wl

5. In the spring of 1997, CPS oxx % bongd

Wl construction reguirement wcluded

(,AP'TAL EXPENO'TURES hnancing will be refunding b he S
LV NIt fa

VOO mudlion

s alrcady realized since | strategies

ICS WOrKINg (O maintain s cost ‘ C ULy adse

tself to continue providing the

y 118

wghout the company, empl focused on

iIstomers while taking on additional responsil !l number of

emplovees s decl

b Hhas strong commitment to the communities an

i‘( \‘I“( served w cont i\ ¥ cmp iIstzed as the HI\'\I\U\ Moves in

COMPEttve markd

Fiscal Year: =naing




ASSETS

LPITLITY PLANT. at cost (Notes 1, 3. wnd
Plant in service
Electric
Cals
Gencral
Total plant in service
Lessaccumulated depreciation
Plant in service, net

Construction work in progress

Nuclear fuel, less accumulated amortizavon of £143 760 in 1997 and

$116.298 in 1'90
Held for future use

Utility plant, net

lanuary

1997

Al

| 996

{ thowusands)

4,544,452
322,611
133,353

1,427,212
520619
127 682

5,000,416
1,402,9%1

TR

1,269,710

3.5 .465
182 958

54,256
31,384

4 SK7 BOA

3,866,063

RESTRICTED CASH AND INVESTMENTS (Notes

Bond ¢ mstruction fund
Bond fund current requirements
Old series
New series
Bond ceserve
Old series
New series

0
30

0
215 432

23

16,659

199 208

Improvements and contingeucies fuad 134,572 94 308

Overhead conversion fund 27080 20851

CPS joint operations savings fund Gyote 9) 15,626

0
thet 18610 IR AST
Total restricted cash and investments RS.(H‘ 158,204

CURRENT ASSETS

Cash and temporary investments (Notes 1 and 2) 41,064 30,690

Cash restacted for customer service deposits payable 26,122

Customer accounts receivable, less allowance for doubtiul aceounts
of $2.524 in 1997 and $2 431 in 1990

Other receivables

69,061

13,804
Inventones and supnlies, at average cost

Materials and supplies 58, 429
Fuel stock 29877
Prepayments and other 7 881
Total cur-ent assets 246 B38

DEFERRED DEBITS AND OTHER (Notes 1 and 6)

TOTAI

ire an integry!’ par of these financial statements
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FOQUITY AND LIABILITIES

LONG TERM DER1
Revenue bonds (Notes 1, 3
NOW series

Deductions

| 'namort i N New series bonds

mn capital appreciation bongds
i

it bond reacquisition
Rever
Comime

269470

(07 168)
(236, 864)
(166 386)

2,224,352
250,800

2,475,152

FOQUITY
Appropriated retaincd carnings ( Note )
Bond fund current reqguirements
(N series
NEW serices
Homd reserve
Ol senes
New series
Improvements and contingencices |
Overhead conversion fund
Totzl yropriated retained
Remnvested carmings

lotal equiny

0
162,974
134,57,

27.040
3246106

1,500 367

1,833 983

CURRENT LIABILITIES

carrent maturites of revenue bonds (Note 4)

Current portion of « nercial paper redempion Vel

ACCOUnNt vahle accrucd habilities

Customes

93,145
27,000
83,459
26,122

229,726

DEFERRED CREDITS AND OTHER ¢\
ustomer advances for construgt
Other

Total deferred credits

COMMITMENTS AND CONTINGENCIES

4,614 784




STATEMENTS OF CHANGES IN EDWTY

Years Ended January Al
1997 1996

(In thowusands)

BOND CURRENT REQUIREMENTS (ld series bonds
Balance, beginning of year
Additions - Transter to py ide for debt service
Deductions = Pay™ . of olu “eries principal and interest with
reserve transfers

Deducticns Iransfer remaining funds to CPS
blance, ena year

BOND RESERYVE. 0ld series bonds

Balance, beg ning of vear

16,639 16,725

947 948
Deductions — Fo. current debt service requirements (1,054

Additions Allocate earnings to reserve

(1.084)
Deductions — T ansfer of remaining assets 1o NEW Series reserye (16,552)
Balance, end of year

0 16,639

BOND CURRENT REQUIREMENTS new series bongs

Bai beginning of year 23 : 17

Additions — From tmprovements ana contingencies fund for debt service 203,788 96,335
Deductions — Payment of new series principal and interest

!2()5_’81} (19,329)
Balance, end of vear 3 30 24

e

BOND RESERVE. new series bongds

Balance, beginning of yvear $ 140,747
Additions AlloCate carmings 1o reserve 12,126
Additions lranster from old series rescrve 16,552

Deductions For current debt service requirements (12451

Balance, end of year $§ 162974

COMMERCIAL PAPER REDEMPTION FUND

Balance, beginning of year (\]
Additions — From improvements and contingencies fund for principal

and interest 22,975

and mnterest &zh’l‘,’s)

Q

Deductions = Payment of principa

Balance, end of vear

OVERHEAD CONVERSION FUND
Balance, beginning of year 20,851
Additions — From improvements and contingencies fund 7.563

Deductions Pavments from overhead conversion fund (1,374

27,040

Balance, end of vear

an integral part of these fimancial statemer




IMPROVEMENTS AND CONTINGENCIES FUND

Years Ended January A1,

1997

1996

(In thousands)

T e e PPN e o ! 93 $ 110416
Additions — el
From application of revenue —
Minimum requirement (12 1/2 percent of gross revenue) 128,039 114 356
Balance of available net revenue . . . 253,897 204,799
From overhead conversion fund L3%s 0
TRBE o5 it 5 7iin o R il s} ok 1o s I e 13 __m “2 155
Deductions —
New series bonds —
Net (additions) deductions to reserve ... 328 621
Payment of bond interest. .. .. ... (128,581 (127,269)
Payment of bond principal .. .. .. ... ., (75,207 (69.067)
commercial paper —
Payment of commercial paper redemption interest . (5.67%) (7.102)
Payment of commercial paper redeemed . 17,300) (16.700)
Deductions (additions) to commercial paper mkm'ka fund 0 56
Construction expenditures ks ey (108,042) (110, 104)
Transfer to overhead conversion fund . . L (.563) (6.701
L e P | Lot e Ut S ‘%‘0‘2? (336,266)
T T e NS 1 < 1 1 1 !572 $ 93308
REINVESTED EARNINGS:
BENCE, DOBIONING OF YOBF . . . v six 50§50 505 0 dls T ‘__l‘ma $ 1,456 500
Additions — Sttt e
From improvements and contingencies fund —
POP CORMPUCTION | . . . cviivns s asrans s loes s 108,042 110,104
For new series bonds pnnctpnl piymcma e 75,200 69,060
For commercial paper principal payments. . . . . 17,300 16,700
From application of earniags —
For old series bonds principal payments . . 13,500 12,750
Proceeds from sale of property . .. ........... .. ) A4
RO oy sty as 214,042 208,648
Deductions —
Depreciation (146,559 (142,102)
Amortization of diuuum on capital appreciation hnnds ’ . 17.913) (16.705)
Amortization of bond reacquisition costs and debt issue cxpcmca. Wl (17,526) (18,069)
Amortization of discount on new series bonds A (3,409 (5,449
Towl . 187,507 (182,32%)
Balance, end of year . .. . .. 1,509,367 31482832

The accompanying notes are an integrai part of these financial statements



Years Ended January

1997

REVENUE (Note 1)

Hleotr $ B41.699

147 980
34 656
1,024 315

Cras

Interest and other income

LaPOSS FOVENIK

EXPENSES (Note |

Fuel, purchased power and resale gas 255,055
Other operating and general 161 874
71,423
146,559
182 817

Allowance f Lo used during construction (Deduction) (3.6%4)

Maintenance
Deprecition

Interest and « NN

lax equivalent t | { San Antonio (Nete §) 15,154

Total Expenses 829 228

EXCESS OF REVENUES OVER EXPENSES 195,08°
ADD

Depreciation 146,559

17,913
CXPENSes 17,626

Amortization of discount on capital appr
Amortization of bond reacquisition

Amortization of discount on new series honds 5.409

128 581
rest requirements for coommercial paper redemption 5,675

AVAILABLE FOR APPLICATION 516,850

INErest reguirements on New senes bonds

i

APPLICATION
[0 pay longterm debt requirements ( Note 3,
LN series bondds

Principal pavments

13,500
933
(B8N

ire nents (Deductions) Additions
Bond reserve (Deduction)
1o im orovements and contingene
Minimum reguirements |

Additional cash payments to and

revenue) 128,039
122

f San Antonio ( 2430
o improvements and contingen
Balance of availible net revenue

253,897
TOTAL APPLICATION

516,850

he accompanying noles are an inlegra " ihws find il sigitenmenis




CASH FLOWS FROM OPERATING ACTIVITIES
Excess of revenues over expenses
Noaocash items included
Allowance for interest usc d during construction
Depreciation expense
AMOrtization expens
Bond reacquisition costs and debt issue expenses
Discount on new series bonds
Discount on capital appreciation bonds
Additional cash payments 1o and services for the City of San Antonic
Changes in current assets and current labilities (Note 1)
(Lacrease) decrease in other assets
Increase (decrease) in other liabilities

Net cash provided by operating activities

Years Ended January 31

1997 1996

(In thowsands )

§ 195087 $ 124438

(3,654 (2818)
146.5%9 142,102

17,626 18,069
5,409 5,449
17913 16,705
(122,434 (109,226)
(5,441 (26911)
16,419 15.940
14 9%6 2.756
282 440 186 S04

CASH FLOWS FROM CAPITAL AND “ELATED FINANCING ACTIVITIES
Additions to utility plant
Allowance for interest used during construction
Contributions in aid and customer advances for construction
Sale of revenue bonds
Sale of commercial papert
Principal payments on revenue bonds
Commercial paper redeemed
Debt issue expenses
Old series bond reserve defeasance

New series bond reserve asset transfer

Net cash used for capiial and related financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

(171,467 (167,082)
3,654 JNI8
6,928 E Y i

N 125 0000
0 30,300
(B8, 700) (81.810)
(17,300) (16.700)
0 (25%4)
(16,552) 0

16552 0

(266 885) (100,001

15,555 BG S04

CASH, CURRENT RESTRICTED CASH, AND TEMPORARY INVESTMENTS
Beginning of vear
End of vear

Net increase (decrease)

RENTRICTED CASH AND INVESTMENTS
Beginning of year
End ol year

Net increase (decrease )

NET INCREASE (DECKEASE) IN CASH AND CASH EQUIVALENTS

500, 725

158 204

7 481

86 5043

The accompanying notes are an integral part of these financial statemenis




Significant Accounting Policies

ORGANIZATION City Public Service (CPS), a muncipal
utility owned by the City of San Antonio (the City), provides
clectricity and natural gas 1o San Antonio and surrounding
arcas. As a municipal mtility, CPS is exempt from payment of
income  axes, state franchise and sales taxes, and real and
personal property taxes. CPS prov! ‘es certain payments

and benefits to the City as described more fully in Now 8

BASIS OF ACCOUNTING The financial statements of
CPS are presented in accordance with generally accepterd
accounting principles for —ate-regulated enterprises. The
accounting records of CPS tollow the Unitorm System of
Accounts for Gas and Electric Utilities issued by the
National Association of Regulatory Utility Commissioners
Also, CPS has clected not 1o follow the pronouncements of
the Financial Accounting Standards Board (FASH) issued
after Novemiber 30, 1989, which is an alternative ol the
Governmental Accounting  Standards  Board (GASH
Statement No. 20, Accounting and Financial Reporung for
Proprictary Funds and Other Governmental Enutes That
Use Proprictary Fund Accounting +his clection avoids con
thcts created when the FASH issues standards that contlict

with GASB pronouncements

FISCAL YEAR I'he fiscal year ended January 31, 1997 18
reterred to hevein as 1997 the fiscal years ended January 31

1990, January 31, 1995 and January A1, 1994 as 1996, 1995
angl 1994 respectively

REVENUE AND EXPENSES

billed on a cvcle basis. Rate schedules include fuel and gas

Revenue is recognized as

cost adjustment clauses that permit recovery of fuel and gas
costs in the month incurred. CPS recognizes fuel and resaie

g4s COSts on the same basis as it recognizes revenue

CPS amortizes its share of nuclear fuel for the South Texas
Project (STP) to fuel expense on a unitof-production
method. 'indey the N Clear Waste Policy Act of 1982, the
federal government assumed responsibélity for the perma
nent disposal of spent nuclear fuel CPS s charged a fee for
disposal of spent nuclear fuel, which s inciuded in fuel
expense, in the amount of $0 00094 per generated kilowatt
hour (KWH) for its share of electricity produced by STP For

further discussion regarding the STP see Now

UTILITY PLANT Utility plant is stated at the cost of con
struci.on. including costs of contracted services, direct
material and labor indirect costs, including general engi
neering, labor and material overhead, and an allowance for
interest used during construction (AIUDC). CPS compuies
AIUDC using rates representing the cost of borrowed funds

on projects estimated o cost in excess of $250.000

Retirements tility plant. together with removal cost less

salvage, are charged to accumulated depreciation. The main
tenance of property, as well as replacements and renewals
of items determined to be less than a unit of property, are
Charged 10 maintenance expense General utility  plant
assets consist of land, buildings. and equipment for general
and administrative purposes that are used commonly in
clectnic and gas operations

CPS compuie, depreciation using the straight-ine methaod
wer the estimated service lives of the various classes of
depreciable property as determined by periodic cnginect
ing studies Depreciation as a percentage of average depre
clable plant was 2 95 percent in 1997 and 1996

RESTRICTED CASH AND INVESTMENTS These tunds
are generally restricted as 1o use for other than curremt
iperations or are designated for expenditures ia the acqui
sition or construction of noncurrent assets. Funds consis
primarily of unspent bond issue proceeds, debt service and
reserves required for Old and New Series Bonds and com
mercial paper, and funds for future construction or contin
gencies. The Overhead Conversion Fund was established in
1995. This fund inciudes | percent of the prior fiscal year's
clectric revenue from cities in the CPS service area. The cur
rent amount represents the unused balance from 1994
through January 31, 1997

As of February |, 1997 the Old Sonds were fully
defeased. The remaining balance in the Old Series Bond
Reserve was transterred (o the New Series Bond Reserve
For further discussion regarding the Old Series Bonds, New
series Bonds, and thewr corresponding reserves, see Note 3

Also included in the restricted cash category is the CPS Joint
Operations Savings Fund, which was established in 1997
This fund represents the restncted partion of CPS' cumula
tive savings as a result of the joint systems opertions agree
ment with Houston Lighting and Power; the amount is
being restricted until it is determuined how these funds will
be disbursed

CPS customer assistance program funds, iNSUrance reserves
and shortterm investments of tax<exempt commercial

paper prmrn!\ are also included in this category

Inve“tments are &, aed at cose which approximates market
value. The specific identification method s used to deter
mine cost i « x!“.[\'.l?!:‘)); Bain Or oss on sics of securities
Amortization of premium and acceretion of discount are

recorded over the terms of the investments

DEFERRED DEBITS AND OTHER hese amounts con

sist primartly of the unamortized balances of debt issuance

cxpenses, nuciear fuel assessment and STP litgation

expenses and noncurrent litigation settlement receivables




Amortization of debt expense is reco ded over the period
of the outstanding bonds.  Also inclulded are assets of an
emplovee deferred compensaton plan held by a trustes

DEFERRED CREDITS AND OTHER These amonants
consist primarily of liabilities relating 1o emplovee deterred
compensation, nuclear fuel assessment. Customer a“sistance
program contributions, customer advances for constr

ton, and the CPs t Operations Savings Fund. Operating
reserves lor property insurance and injuries and damages
are also included in this category

STATEMENT OF CASH FLOWS — For purposes of report
ing cash flows, CPS considers all highly liquid debt instru
ments purchased with 2 maturity of approximately three
mont™« or less to be shortterm investments. Accordingly
CPS tempaorary investments and restricted cash and invest
ments are cash equivalents. No material noncash investing
w noncapital financing transactions occurred during 1997
and 1996

1o determine net cash provided by operating activities, net
carnings have been adjusted by changes in current assets
aid current labilities, excluding, changes in cash and tem
porary investments and current maturitics of long-tern
debt. Changes shown as an (increase) decrease in current
assets and as an increase (decrease) in current habilicies are
as lollows

1997 190
B T
$(15.236) § (5498

(1,420 R
Inventories and supplic 1,066 11,283
Prepayments and othe @9%) .8
Accounts pavable and accrued labilit 11,358 2,140

CUstomer service Jeposits

Lastomer accounts recervahi

(Mher recetvables

Changes in i

ASSCLS AW

3 (S.«:\ $ (2

Cash intevest paid by CPS, net of AiUDC, was §$138 300 4
$1A7 984 in 1997 and 1996 respectively

»

2. Cash and Temporary Investments

CPS cash deposits at Junuary 31, 1997, and 1996 were
entrely insured or collateralized by banks for the account
of CPS. For deposits that were collateralized, the CUNtces
were US Government obligations held in book entry forn
by a third party in CPS pame. CPS' cash book values wer
$5.6 million at January 31, 1997 and’ 1.PS bank balances
were $11.7 million also at vear end

At January 1, 1997, and 96, CPS investments, both
restricted and unrestricte were all in US Government
obligations and were held in book entry form by a third
party in CPS name. CPS investments are generally limited
to US Goverument or U S Government guaranteed obligs

tions by Trust Indenture. Ordinances. and State  Law
Investments carried at amortized cost plus accrued interest
were $524 6 million with a market value of $530 1 million
at January 31, 1997 and were $507 3 million with a market
value of $514. 1 million at January 31 1996

3. Revenue Bond Indenture Requiremenis

he trust indenture executed by the City in conjunctio
with the issuance of the revence bonds dated Fels uary |
)51. throu August 1. 1974 (Old Series Bonds) contains

wng others, the following provisions

ALl OF the assets of the gas and electric systems, togeth
cr with the net revenues of the systems, as defined. are
pledged with the Harris Trust and Savings Bank of
Chicago, Hlinois, as Corporate Trustee, to secure the pay
ment of the Old Series Bonds

Grross revenues of the gas and electric systems saall be
.lpph( d o @) EXPenses of operating and mamtaining
the systems, (h) debt service and reserve requirements
on the Old Series Bongds, (¢) payment of an “in lieu of
ax” amount to the City [tux equivalent], (d) an amount

equal to 12 172 percent of gross revenues to the
improvements & 4 contingencies fund. (¢) additional
benefits and payments to the City to bring City benefits
ind payments to 14 percent of gross revenues, (6 addi
tonal paymens to the improvements and contingen
e tund untd such, fund equals 20 percent of the value
of tixed capital assets, and (g) the balance to a surplus

fund

Fhe following funds are established. (@) general  fund
b improvements and contingencies fund, (¢) bond
Istruction tund (containing the proceceds of revenue
wds), (d) pring tpal and interest current requiremonts
mtaining the monthly pavments of annual debt
requirements), and (¢) bond reserve fund (containing
an amount equal o the next fiscal year's principal and
interest requirements) These funds may be invested
with authorized depository banks or in U S government

secunues

Beginning with the acal vear ended January 31, 1976, new

series electric and gas svstems revenue improvement bonds
|

New Series Bonds) were issued These bonds are jundor

and subordinate to the Owld Series Bonds. The bond ordi
nances authorizing these issues provide that no further
bonds or obligations will be authorized or issued under the
terms of the trust indenture for Old Series Bonds. While any

Series Bonds are outstanding, the New Series
Bonds are pavable solely from the net revenues of the sys

tems (1) deposited and avalable for deposit in the improve

ind and (2) from funds payable




to the City. At such time as the trust indenture covering the
Old Series Bonds becomes inoperative, revenues will be
applied as follows: (a° ‘or maintenance and operating

expenses of the system: ) for payments of the New Series
Bonds, (¢) for the paymest of any obligations inferior in lien
to the New Series Bonds which may be issued. (d) tor an
amount equal to 6 percent of the gross revenues of the
systems 10 be deposited in a repair and replacement fund,
(e) for cash payments and benefits 1o the City not to exceed
14 percent of the gross revenues of the systems, and (f) any
remaining reven ces to the repair and replacement fund.
The New Series Bonds ordinances requi.e that a bond
reserve fund at least equal 1o the average annual principal
and interest requirements of all outstanding New Series
Bonds be established

As of January 31, 1997 hond reserve requirements for the
New Series Bonds have be n met. As of February 1, 1997,
the Old Series Bonds were totally defeased and the provi
sions set forth by the bond ordinances for New Senes
Bonds became effective.

4. Revenue Bonds
A summary of revenue bonds is as follows

Weighted Average
Interest Raie
an Ontstanding
Bonds a January 31
Maturities  january 31,1997 1997 199
(In thossands)
Okl Series, 1974 — $ - 8 13500
New Sertes Sera! Boods,
1977 1995 1998 - 2018 5 600%* 2285350 230055
Unamwortized New, Series
Bonds issue discount (67,168) (712577
New Series Capital Apy * ‘clation Bonds.
1989 and 1991 2002 - 2012 502,765 502,565
Unamortzed Capital Appreciation
Bood discount A36864) _(33477%)
5.606% J4B3 883 2549200
Less. Current maturities of bonds 93,145 88700
Unamortized cost of bond reacquisition 166386 183508
Revenue bonds, net
of curvent maturities

s e

* All new series bonds, including capital appreciation bonds

Principal amounts due (in thousands) for the next five years
are:

1998 § 93145
1999 94,555
2000 102,890
2001 120,545

2002 109,122

In prior years, CPS refunded certain previously issued and
outstanding New Series Bonds through the issuance of New
Series Revenue Refunding Bonds The refunded bonds and
related trust accounts are not included in CPS financial
statements. At January 31, 1997, portions of the bonds (in
thousands) which have been defeased were still outstand-
ing as follows:

Fiscal year 1988 refunding . . . .. ... ..., $§ 79350
Fiscal year 1992 refunding . . . . . TS ik 4,100
Fiscal year 1993 refunding . . . ... ... .. ... .. 160,205
Fiscal year 1995 refunding . . . .. ...« .00 100,990

In 1996, CPS issued $125.0 million of New Series 1995
Revenue Bonds at an average interest cost of §.50 percent,
with delivery on November 16, 1995 Some of the proceeds
from these bonds are still available and will be used for CPS'
construction progriuns in 1998

In February 1994, CF5 issued New Series Bonds which
included $37 million of London Interbank Offered Rate
(LIBOR) Floater Bonds, the rates on which are reset semi-
annually. CPS entered into a rate hedge contract with a
counterparty which resulted in the LIBOR Floater Bonds
being a fixed rate payment obligation for CPS. At the option
of the bondholders, $36 million of the LIBOR Floater Bonds
were converted to fixed rate obligations during fiscal year
1995, with the remaining $ | million being coaverted by o, »
bondholders o fixed rate on February 1, 1995 The bo
holders’ converted rates are higher than CPS’ contract fixeo
rate. During the 1996 fiscal year, CPS was exposed to mini-
mal market risk. This risk is equivalent to the uifference
between CPS' contract fixed rte and the converted fixed
rate on these bonds for one interest period. CPS does not
anticipate nonperformance by the contract counterparty,
who is ruted AAA by Standard & Poor's Corporation

5. Commercial Paper

In October 1988 the ity Council of San Amtonio, Texas
(City Council) adopted an ordinance authorizing the
issuacce of up to $300 million in Tax-Exempt Commercial
Paper (TECP). This ordinance as amended provides for
funding to assist in fa¢ financing of eligible projects, includ-
ing fuel acquisition and capital improvements to the utility
systems (the Systems). and to refinance or refund any out-
standing obligations which are secured by and pavable from
a lien on and/or a pledge of net revenues of the Systems
The program's scheduled maximum maturities will not
extend bevond November 1, 2028,

Based upon the revised ordinance authorization, CPS issued
$211 million of TECP to call long-term bonds during fiscal
vear 1994 CPS has selfimposed a schedule to pay off the
balance of the principal used for the redemption of long-
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