9005240% &7 900326
BPECTURB?—-SE?

Gulf States Utilities Company Annual Report (1973) Published by AsbestosClaims.Law
ACL Doc 25287 - Page 1 of 155 asbestosclaims.law/library/25287/1


https://asbestosclaims.law/library/25287/1

The electric utility industry faced new and
greaisr chellenges n 1973, and your Company
was no exception.

in our case, these conditions required a num-
ber of exirmordinary changaes in our operations.
Petroleum &nd natural gas shortages resulting
in & dramatic jump in the cost of fuels for gen-
grating powaer, conservation measures, rate ad-
justments, antitrust litigation, a heavy construction
schedule, enginearing plant design work, progress
toward sacuring a construction permit for our two
announcec nuciear genarating plants, an aggres-
sive fossil fuel acquisition program, and our entry
into a coal-fired generating operation, combined
with the normal demands of operating a rapidly
growing service organization to make 1973 a most
interesting and exciting year.

Operating revenues rose 20% to $288.6 million,
and net income reached $50.2 million, 11% over
1972. Common stock earnings increased 11¢ a
share to $1.70; the quarterly dividend rate of 26¢

a share was raised in June to 28¢ a share, with
dividends for the year totaling $1.10, 6¢ above
19872. The Company's peak load demand reached
3,790,300 kilowatts.

Construction expenditures for the year totaled
$106.8 million. Major projects were at Willow
Glen Station on the Mississippi River in Louisi-
ana and at Sabine Station on the Neches River
in Texas. Also, Cities Service commenced work
on a 12-mile fuel oil pipeline from its refinery
terminal in Lake Charles to our Nelson Station.
This pipeline will augment our storage and deliv-
ery facilities at this station.

Conversion of the 522,000 kilowatt Willow Glen
Unit No. 4, enabling it to burn heavy fuel oil as
well as natural gas, has been completed, and
modification of the remaining units at Willow Glen
and Nelson Stations has been scheduled to pro-
vide them with the additional capability of burn-
ing oil centinuously. The 580,000 kilowatt gas
burning Sabine Statior Unit No. 4 is nearing com-
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pletizn and should be in commercial operation
by laie spring. Construction of oil burning Willow
Glen No. 5 is progressing and work on Sabine
Station No. 5, a 480,000 kilowatt combination gas-
oil unit, will begin shortly.

In March, the Louisiana Public Service Com-
mission approved our rate increase request that
was applicable to all retail electrical business in
Louisiana. Earnings growth over 1872 was en-
hanced by this action and by a complete year's
experience with our revised Texas rates.

In other activity, the Company filed a request
with the Federal Power Commission 1o increase
wholesale rates to rural electric cooperatives,
municipalities, and one other electric company.
By !ate summer, 72% of our proposes $3.4 million
increase was in effect, most of which is still sub-
ject to refund depending upon the outcome of
further proceedings.

During the year, our application for a permit to
construct our first nuclear generating plant was
accepted by the Atomic Energy Commission and
was formally docketed. Progress on this applica-
tion is now moving along on schedule.

The most pressing challenge of the past year
was in overcoming oil and gas shortages. During
the year, we were successful and none of our
customers were curtailed because of a lack of
fuel. Continuous negotiations are being con-
ducted to obtain fuel in the “spot” market, to
secure short-term contracts, and to obtain long-
term commitments where possible. Varibus Cor-
poration, a wholly-ownel subsidiary, is actively
engaged in programs, including exploration ven-
tures, to obtain the fuels necessary to operate
our generating plants. Although there are consid-
erable risks in oil and gas exploration ventures,
prospects for success appear promising, Coal is
also due to play a major role in our plans for the
generation of electricity, and during the year we
contracted for future purchases of 50 million tons
of low-sulphur Wyoming fuel. Present plans call
for the delivery of this coal, beginning in 1977, to
our first two generating units scheduled for the
Lake Charles area. We are optimistic that our
fuel acquisition efforts wiil enable us to continue
10 provide our customers with a reliable power
supply.
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Promotional advertising was drastically altered
in view of market changes caused by he fuel
crisis. Our consumer communications program
to inform customers about efficient energy rman-
agement was intensified. These messages were
supplemented with information cescribing what
we as a company, are doing to continue to pro-
vide electric power. Construction on the residen-
tial and commercial scene continued its steady
growth, and construction is moving ahead rapidly
at the ecologically-planned city north of Houston
called “The Woodlands,' which your Company
will serve. Industrial growth has also shcwn pro-
gress, including a recent announcement that a
large steel manufacturing plant would be con-
structed in Beaumont.

For all intents and purposas, the antitrust suits
filed against the Company by Cajun Electric Power
Cooperative, Inc., and the Cities of Lafayette and
Plaquemine have been settled, but the agreements
reached with the cities are subject to review by
the Federal Power Commission.

We continue to monitor our organizational struc-
ture, seeking flexibility in adapting to the frequent
changes in our operations. In this regard Mr. Nor-
man Lee was named President and principal
operating officer of the Company etfective June 1.

During 1974, new challenges will undoubtedly
confront us, presenting your Company with new
opportunities to enhance its image as a leader in
fulfilling its service, social, and civic obligations
to its customers and to the public. | am con-
fident that the 3,200 capable, innovative and dedi-
cated employees of your Company will succeed
in meeting these objectives.

The information or the following pages should
be interesting reading to you, and | invite your
attention to the entire report.

Chairman of the Board of Directors
February 25, 1974
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Important changes in the Company's operations
occurred during 1973, foremost among them be-
ing the utilization of oil, as well as natural gas,
for boiler fuel and continued progress toward the
use of coal and uranium as future fuels. Our con-
struction continued at increasing cost levels. Also,
there was a continued rise in electrical usage in
spite of an abnormally wet and cool summer,

Operating revenues reached $288.6 million, an
increase of 20% over 1872. However, a large
portion of this increase was because of the sub-
stitution of higher priced fuel oils for the cur-
talled supplies of natural gas, thersby incraasing
the cost of electricity to our customers. These
same factors caused a significant increase in
operation and maintenance expenses.

Major efforts were required to obtain necessary
alternate supplies of na*tural ;48 and oil for our
Louisiana generating stations, and fuel wes again
the largest single cost of doing business during
1973. Cost of fuel for power generation reached
$82,750,000, an increase of some 71% over the
1972 figure of $48,.358,000.

Taxes chargeable to Inceme during the year
were $47.7 million and continue to rank as one
of the Company's largest expense items. Federal
and State income taxes of $26.7 million repre-
sented 62% of all taxes charged to income.

Three Louisiana cities and towns and eight
parishes renewed their electric franchises with
the Company, each for 0 years, expiring in 2033.
One newly-incorporated community in Texas
granted a 50-year electric franchise to the Com-
pany.

Earnings 2.d Dividend Incroase

The year's nat income of $50.2 million was an
11% gain over 1872. Earnings per share of com-
mon stock increased to $1.7°0, 11 cents over the
prior year. The r.ajor impact on growth in earn-
ings in 1973 resulted from the rate relief dis-
cussed later. The quarterly dividend rate of 26
cents per share was raised in June to 28 cents
a share, with dividends for the year being $1.10,
six cents above 1872. The increase resulted in
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65% of earnings per share being paid out in divi-
dends. The Company estimates that none of the
common dividends paid in 1973 will be declared
a8 return of capital, and 100% of these dividends
will be taxable as dividend income.

Efiact O Rate Actions

EHective March 15, 1973, the Louisiana Public
Service Commission granted the Company an
electric rate increase for all o, its retail business
in that State, resulting in a net increase to the
Company of $4.4 million annually after income
taxes. based on a 1971 test year. Earnings growth
over 1972 was also enhanced by the rate increase
in Texas, which was in effect throughout 1873,
but during only seven months of 1972,

Also, the Company filed with the FPC a request
to increase rates to rural electric cooperatives,
municipalities, and one other electric company
by about $3.4 million. Approximately 72% of the
requested increase became effective August 13
subject tc more complete FPC review. Most of
the increase is subject to refund, depending on
FPC decision. The amount not now effective is
before the courts for determination.

The eftect of gas curtailment reaches far
beyond a shortage of boiler fuels for power
generation, It has also caused the Company to
commit many millions of dollars to construct
environmentally-approved facilities that can use
alternate fuels. These necessary additional ex-
penditures will increase the cost of producing
electricity.

The capital outlay for construction during
1973 was $106.8 million, $10.7 million less than
originally anticipated because of record rainfall
which delayed construction schedules,

Construction work in 1973 continued to be
centered at Willow Glen Station near Baton Rouge
and at Sabine Station near Bridge City between
Port Arthur and Orange, Texas.

1973 1974

Construction Construction

(Actual) (Estimated)
$ 73,500,000 $131,700,000
31,000,000 37,400,000
1,::00,000 3,200,000
£105,500,000 $172,300,000
1,200,000 1,500,000
100,000 200,000
$106,800,000 $174,000,000
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Willow Glen Station's Unit No. 4, designed to
be a 580,000 kilowatt gas burner, has been modi-
fied to burn heavy fuel oil and is now rated as a
522,000 kilowatt oil-burning unit. Modification has
been scheduled on t.e remaining seven units at
Willow Glen and Nelson Station. Willow Gien
Unit No. 5, a 580,000 kilowatt unit, is being con-
structed as an oil-burning unit and is expected to
be in commercial operation in late 1975,

Sabine Siation Unit Mo. 4, a 580,000 kilowatt
natural gas unit, is nearing completion and
should go into commercial operation in the spring
of 1974, This unit was constructed using methcds
which will facilitate its conversion to heavy fuel oli,
should this become necessary. Plans have been
made to begin construction in 1974 on Sabine
Station Unit No. 5, a 460,000 kilowatt oil and gas
unit,

The Company's present and long-range con-
struction program is planned to provide facilities
to supply reliable electric power in the face of
the current fuel crisis and the changes that fuel
shortages will bring about in the future,

This program includes plans to build the Com-
pany's first two coal-burning generating units,
capable of producing 540,000 kilowatts each, The
units are planned to be in service in 1877 and
1978. The Company has contracted for 50 million
tons of low-sulphur content coal from Wyoming,
to be delivered over a 20-year period, beginnina
in 1877. When these coal plants are operating at
full capacity, the 6,000 tons needed every day will
be dalivered in unit-trains of about 110 cars each.

Oll and Gas Supply

Switching from almost total dependence on
natural gas for boiler fuel in 1872, to reliance on
oil for about one-third of the Company's fuel
needs in 1975, is a complex and very expensive
undertaking. As an example, the Company has
provided the funds for the building of a fuel oil
pipeline to connect Nelson Station to the Cities
- Service Refinery terminai in Lake Charles. This
''2 mile pipeline will aid in the delivery of oil te
the generating station tank farm, which is aiso
being expanded to store approximately one mil-
lion barrels of fuel oil. Also. the Willow Glen oil
tank farm storage capacity is being anlarged from
one to more than two million barreils.
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In 1973, the Company completed the first major
hurdie in its quest to construct its initial nuclear
generating plant. Our application for a construc-
tion permit for River Bend Station near St. Francis-
ville, Louisiana, was accepted for formal review
and docketed by the Atomic Energy Commission.

The site ot the River Bend Station, where two
940,000 kilowatt units will be initially installed,
was visited by various teams of the AEC during
this past year. Routine conférences have begun as
part of the overall process leacing to the receipt
of a construction permit. Meanwhile, the applica-
tion for a construction permit for Blue Hills Sta-
tion, near the southwest tip of Toledo Bend Res-
ervoir in Newton County, Texas, is nearing the
presentation stage.

Environmentai programs at both si‘es are con-
tinving. Scientists representing a number of uni-
versities, along with several other investigating
teamns, continue to study ecological and soriolog-
ical facets of the two sites. These studies cover
numerous areas ranging from geological findings
to detailed investigations of the flora and fauna.

Yellow cake, a uranium concentrate, is the basic
raw material used 'o produce the fuel peliets that
power a nuclear plant. The first contract for the
future purchase of yellow cake was recently
signed by the Company with Gulf Oil Corporation
tor five miilion pounds, enaugh energy to run the
four projected units for approximately six reactor-
years.

As plans progress toward actual ground clear-
ing for River Bend Station, so does the expansion
of the Company's statf of nuclear-trained person-
nel. By the time both nuclear stations are in com-
mercial operation, many more employees will be
involved in the nuclear work. T-chnical personnel

are also being used regularly on a corscultant
basis.

Resaarch

Your Company is not relying altogether on the
conventional techniques available today for power
generation in the future. Looking ahead, we are
expioring many methods and alternatives that
will provide the most economical and reliable
way possible. To this end we are involved in
research and deveiopment on nuclear fusion and
nuclear fast breeder reactors (gas and liquid
metal), fuel cells, solar energy, geothermal en-
ergy, coal gasification and many other projects
About $180,000 directly and $540,000 through
Electric Power Research Institute and Breeder
Reactor Corporation were spent in these endeav-
ors during 1973. About $1,400,000 will be spent
in 1974, with 20% of this total being spent under
direct Company direction

The Company's service area continued to be
of prime interest for the development of commer-
cial and industrial concerns,

Indu.lrial inquiries for information concerning
the area reached an all-time high, and are indica-
tive of continued prosperity for this part of the
nation. Most inquiries came from the refining and
petrochemical industries, although the apparel in-
dustry showed increasing interest. Steel and metal
fabrication made headlines when it was announced
that Georgetown Steel would conatruct a multi-
million dollar plant at Beaumont. This industry
alone will create some 1,000 jobs.

Expansion of existing plants, as well as con-
struction of entirely new facilities in rural areas
of GSU's system, highlighted the developments in
the apparel industry. Several areas in Louisiana,
as well as Texas, will feel the economic impact of
this industry's growth. Contributing factors to the
continued prosperity of this region, besides oil,
gas and timber, are the availability of deep wea.er
ports in Baton Rouge. Lake Charles, Beaumont,
Port Arthur and Orange, and a semi-tropical
climate with an average mean temperature of
approximately 70 degrees.

In commercial construction, 479 all-electric
buildings were added to the system, with these
buildings representing some 61% of new com-
mercral consiruction. Some 41% of all new homes
connected during 1973 were total electric, while
98% of all apartments constructed were total
electric

Several regicnal shopping malls were opened
within the system during 1973, including Parkdale
Mall in Beaumont, and Corporate Square in Baton
Rouge. From Lake Charles came announcements
of two new all-electric buildings to be constructed
on the lake shore. Relatively strong activity in the
Western Division was headed by the start of
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construction of “The Woodlands,' a large and
comprehensive satellite city some 28 miles north
of Houston. This new city, located on a 17,000
acre plot, is projected to have a population of
150,000 at the end of its 20-year construction
program. Plans include a university branch,
Mass media advertising and speakers' bureaus
are being used to carry out @ consume: informa-
tion program designed to keep customers aware
of the Company's efforts to attempt to insure a

future depencable supply of electric power and
the wise use of this power.

On August 8 a new series of First Mortgage
Bonds was offered at competitive bidding. Under-
writers, headed by Halsey, Stuart & Co., Inc.,
offered the low bid of 8.5733%, which is a record
high cost to the Company of invested funds. This
series of BY2% bonds ma‘ures in 2003, The pro-
ceeds were used to pay off $50 million of out-
standing bank loans and commercial paper.

Common share quarterly dividends were in-
creased 2¢ per share on June 12, 1973, The an-
nual dividend rate is now $1.12 per share

The FPC authorized the Company to borrow in
the form of short-term nromissory notes up to a
maximum of $125,000,000 during 1974,

in order to raise the money needed for our four
year 1.3 billion construction program, we will

have to go to the market often. From 60-70% of
this money must be financed exiernally. Begirning
with the sale of bonds in March of this year,
permanent financings wil! be scheduled with as

little variance as possible in our traditional cap-
italization ratios.

Success of the Company can largely be attrib-
uted to the competency of our personnel., Em-
ployees numbered 3,177 ai the year's end, as
compared with 3,090 in 1872,

Our business demands that we maintain a
highly skilled work force. Company-sponsored
education and training programs help achieve
this resuit. in 18973, many employees took ad-
vantage of one or more home study courses,
financial a'd for correspondence, vocational, tech-
nical, high school and college-level programs.
In addition, eight employees completed work to-
ward masters degrees, and one completed re-
quirements for a doctoral degree. Four completed
advanced management studies under the Manage-
ment Development Program

The Company #mploys and promotes without
regard to race, .. ur, sex, religion, or age. Em-
ployment is stable, with 50% of the employees
having been with the Company 10 years or longer,

Safety training is a way of life with employees.
In 1873 the accident frequency was reduced by
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48% over the previous year. The Company aiso
achieved a milestone of w. .h we are proud-—
1,000,000 manhours worked without a disabling
injury,

The Company was honored for its safety efforts
by the Edison Electric Institute, the National
Safety Council, and the Southeastern Electric
Exchange.

Floyd K. Smith, President of the Company since
1970, was ramed Chairman of the Board of Direc-
tors; he continues as principal executive officer,
Norman R. Lee was elected President and princi-
pal operating officer, effective June 1. In Novem-
ber, R. Earl White, Assistant to the Chairman,
was named a Vice President and Assistant to the
Chairman of the Board.

On December 26, 1973, Roy S. Nelson, Advisory
Director and former Chairman of the Board, died
in Beaumont, Texas. Mr. Nelson headed the Com-

pany from 1942 untii December 31, 1962, and
led it through World War |l and the post-war pe-
riod of rapid development. He had served as an
Advisory Director since May 12, 1965.

The Company was incorporated in 1925, A
wholly-owned subsidiary company, Varibus Cor-
porai‘on, was organized in 1970 to enable Gulf
States 1o anter into other types of utility-related
businesses, pan.cularly computer services, fuel
procurement and sxploration

Today, your Company serves over 398,000 elec-
tric customers in a service area covering some
28,000 square miles of southeast Texas and south
central Louisiana. In Baton Rouge and vicinity,
we distribute gas to over 71,000 customers, and
sell steam to four industrial customers. There are
286 towns and cities in our electric service area,
which has a population ir excess of 1.3 million
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GULF STATES UTILITIES COMPANY:

@ |8 an investor-ownsd company incorporated in
Toxas on August 25, 1826, with the principal busi-
ness baing the generation, transmission and dis-
tribution of eleciric energy.

® Serves over 388,000 electric customers in a
28,000 square mile area of southeast Texas and
south central Louisiana, including a 250-mile
stretch of Texas-Louisiana coastline.

@ Maintains corpora‘e headquarters in Beaumont,
Texas, and has five operating division offices at
Beaumont, Port Arthur and Conroe in Texas, and
Lake Charles and Baton Rouge in Louisiana,

@ Distributes natural gas *» over 71,000 customers
in Baton Rouge, and vicinity, and operates a steam
pioducts business in that city.

o Serves 286 Texas and Louisiana communities
with an astimated population of 1.2 million,

e Sells electricity for resale to 14 municipally-
owned systems, 6 rural co-ops and one other
utility.

@ Taxes average over $4.1 million a month,

o Pays (,200 employees in excess of $2.7 million
a month in wages and salaries.

® Has a gross plant investme:.. .« $1.4 billion.
© Owns and operates six interconnected elactric

power stations which can generate over 87 million
kilowatt-hours daily:

Kilowatts
Nechas Station, Beaumont 427,000
Sabine Station, Bridge City 880,000
Lewis Creek Station, Willis 530,000
Roy S. Nelson Station, Westlake 899,000
Louisiana Station, Baton Rouge 334,000
Willow Gien Station, Baton Rouge 1,484,000
Total generating capabi''tv 4,564,000

Emergency interconnectew capability 905,000

@ Has announced plans for two 940,000 kilowatt
nuclear-fueled generating units to be located nea:
St. Francisville, Louisiana, and two 930,000 kilc-
watt nuclear-fueled generating units in north New-
ton County, Texas, to be placed in service be-
tween 1880 and 1983,

@ Has announced plans for two 540,000 kilowatt
coal-fired units to be placed in service in the Lake
Charles vicinity in 1977 and 1978.

- T A % 3 et

Annual Report to the Securities and
Exchange Commission on Form 10-K
The financial statements appearing in this report
are substantially the same as those which appear
in the Company's report to the Securities and
Exchange Commission on Form 10-K, In cum-
pliance with the regulations of the Securities and
Exchange Commission, the Form 10-K report in-
cludes certain additiona! financial information.
The Annuai Report on Form 10-K will be made
available to interested shareholders upon written
request to R. W. Jackson, Secretary, P, O. Box
2951, Beaumont, Texas 77704.
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summary of financial progress 1963-1973 RIS
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summary of operations growth 1963-1973

Avg Annual  Avg Annusi
Growth Rate  Growth Rale
1973 19n 19n 1970 1969 1968 1963 19711473 19691973
ELECTRIC AND STEAM PRODUCTS DEPARTMENT
Customers d
Residential 349290 40 360 330 416 319325 313661 307,057 268 8a5 S.a 2
Commercial 41,986 411 40171 1925 38 907 3794 31607 2 7
Industnal 5,606 6115 5320 4,866 4,3% 51 309 1 '
Other 1433 1,391 1,320 1,324 1L2n 1,220 927 2 3
Total 398 317 389,010 nam 364 356 358235 350735 307,088 3 2
Kitowatt Hour Sales (Thousands) =
Resident:al 3.73.837 1,546,355 KRE R EE] 2,860,259 2665 542 2,519,248 1,406 326 9 101 E
Commeroial a 2,575,961 2,380 471 2,114 689 1923879 1,782 460 1,598,833 1,020 404 10 10
Industnat 11,001,560 10,415,936 9371114 8 698 D45 2098 285 7,065 849 4151722 B2 ] 1
Other 1519578 1,719,249 1,482 560 1338427 1,222 307 1,059 655 551,650 4 1 !
Total Uhlity 18,831,936 18,062 061 16,101 29 14,820 610 13,768 594 12,044 585 1129912 -4 9 E
Steam Products 2,880 362 2602921 2420923 2,384,767 2,364 660 2,215,951 1,518,792 6 5; 5 i
Total System 21,712,298 20664 982 18522219 17205317 1613324 14,260 536 8,648 104 81 8 9
Electric Customes Data 3
Average Nilowalt Hour Use -
Per al Customes 1089 1nsn 9685 904 8602 1,652 5,260 6.2% 12% 15%
Average Revenue Per Residential . =
Customer - Dollars 264 91 235 5¢ 211 5] 20067 19304 17683 132 52 9% 4% 1%
Average Revenuve Per Kilowatt Hour Cents
Residential 245 23 219 n 2 23 252 3 1 ({
Commercial 216 19 193 19 19 2m 28 3 1 {
industrial %0 " n n 7 15 L] 7 i 11 :
GAS DEPARTMENT ; ’\1
Customers 71854 70,597 59124 67,322 66 694 66,121 57.107 22% 1 % ? E
Naturai Gas Purchased M Cubic Feet 9,502 531 9,060,473 8,788 881 9.607,794 9,291 0%0 9,612 566 8,190,199 (4% ( 1 A
Sales M -Cubic Feet 9114542 8441 612 8585412 9,209 457 8982 181 9094 833 7,493 565 (,a! - 2 ;
Main  Miles 1.019 99 949 937 A’ 882 166 2 29% 2
CAPABILITY, LOAD AND RESERVES (kilowatts) £
Generating capabibity af ime of peak load (1) 4,564 000 4,155,000 4,155,000 3,625,000 3,045 000 2,475,000 1.961 000 80% 13.0% 88% -
C. tity purchased from Sam Rayburn and i
oledo Bend Dams and Cajun Electnc -
Power Cooperative, Inc. without reserves 168,000 204 000 98 000 98,000 98 000 52,000 0 1971% % - o
Total Capabulsty at hime of peak lgad 4,732 000 4,359,000 4,253.000 3,723,000 3,143 000 2,527,000 1,961 900 839 13 9
Peak load including interruphible load (1) 3,790 3¢ 3602, 700 3,285 000 1039 400 2 850 600 2,554 D00 1.531, 400 76% 8 k]
Plus Power sales with reserves to
. other ubhity systems 0 0 100,000 100 600 50 000 o 0 - - -
ess 5
Interruphble load at nme of peak load 28 800 39 800 30 600 37 600 0 0 n (8 5%) - - 3
Purchased power with reserves including TVA -
Diversity interchange 215000 215,000 215,000 215,000 215,000 295 000 L] - (6.°9) - ’-‘i
Load for which reserves are provided 3,546 500 3,347 9500 3,135 400 2 886 800 2 685 600 2,259 006 1,531 400 11% 9 I.a ;4
Capahihity n excess of load 1.185 500 1,011,100 1.113 600 236,200 457 400 268 06D 4729 600 1k, 4 u 10 -
Less Scheduted mantenance at ime of pesk load 0 0 176,000 246,000 ] 0 0 - - 3
Reserve capatuhity 1.185 500 101,100 937 600 590 200 457,400 268 000 479 600 % 3 6% 10.1% e
Percent reserves 33 30 30 20 17 12 28 18 24% 1 g i
Annisal Load Factor 69897 68 997 68 29 68 49 68 4% 67 4% 68 3% 4% }
Net M kwh Generated 21,890,507 21,281 658 20643077 19290 514 17,137 29% 14941 316 9104 325 439 79% 9 a i
Net Purchased and Interchanged S17.992 519575 990 0594 1.060,239¢ 249 4261 187 987 57653 - 7 a £} | %
Total 22 A08 499 21 801,233 19653018 18,230,275 17,081 810 15,131,303 9161978 18% 8 96% a
MISCELL ANEOUS -
Steam Sales  Mithons of Pounds 2513 74 543 23943 24162 24,394 25472 22,100 2 ﬁ % i % &
Maximum Steam Demand— M-Pounds Per Hour 33189 3309 3193 in 3143 3387 3420 d - (B} 4] .
Electnic Line  Pole Miles : ]
Transmission (69000 Volts and Over) 3667 3641 3589 3w 3085 2913 2215 1% 1 a S2% ¥
Distribution (34 500 Volts and Under) 15,337 15019 14 655 14,303 14015 13 569 1,724 249, -2 271% i
Underground Construchion— Miles of Rout 671 575 489 %9 39 m BR 189% 196% 725% ¥
S — s e —— -
(1) Excludes load served by and capabdity of the 76 D00 kilowatt steam-eiecine insialiation i
maintaned and operated by the industnal Ch. micals Divinion of Athed Chemical Corporation. L
1 Denotes red figure. E-
= () Decrease. o
= :
J
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statement of income
for the years ended December 31,

OPERATING REVENUES
T e Ao et I
Steamn products . . .
B Dl ey e A

OPERATING EXPENSES AND TAXES :
Operation
Maintenance
Depreciation
Taxes
Income
Current
Deferred — net
Investment credit — net
Other Pl A e
Total operating expenses and ‘axes
QOPERATING INCOME
ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION
OTHER INCOME AND (DEDUCTIONS)——NET
INCOME BEFORE INTEREST CHARGES
INTEREST CHARGES
NET INCOME . .
PREFERRED DIVIDENDS . . _ A0}
INCOME APPLICABLE TO COMMON STOCK

SHARES OF COMMON STOCK
(average number outstanding)

EARNINGS PER SHARE

retained earnings
for the years ended December 31,

BALANCE AT BEGINNING OF YEAR, as previously reported

Less cumulative effect of change to equity method
of accounting for investments

BALANCE AT BEGINNING OF YEAR, as restated
ADDITIONS
Net income
Total
DEDUCTIONS
Prefer-ed dividends

Common dividends ($1.10 per share in 1973 and $1.04 per share

in 1972)
Total
BALANCE AT END OF YEAR

Gulf States Utilities Company Annual Report (1973)
ACL Doc 25287 - Page 16 of 155

1973 1972

$262,694,739  $218,766,007
18,689,486 14,971,642
7,236,781 6,271,980
288,621,006 240,009,629
120,694,222 83,288,329
13,515,232 10,575,336
35,783,667 33.606,217
22,157,82% 23,585,828
6,700,428 6,055,076
572,783 1,282,734
18,227 880 17,216,957
217,652,037 175,610,477
70,968,969 64,399,152
10,068,523 8,724,829
639,657 (1,245)
81,677,149 73,122,736
31,499,953 27,955,100
50,177,196 45,167,636
6,730,000 4 649,950

$ 43,447,196 § 40,517,686
25,547 328 25,547,328
$1.70 $1.59

1973 1972

$139,354411 $125,405,946
PRISEL & [ i (RIS R N
139,210,708 125,405,946
50,177,196 45,167,636
189,387,901 170,573,582
6,730,000 4,649,950
28,102,061 26,569,221
34,832,061 31,219,171
$154 555840 $139,354,411

The accompanying notes are an integral part of the financial statements.

-
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statoement of changes in financial position
for the years ended Decambar 31,

Funds From:
Net income A i
Items not affecting mrhmg caprtal:
Depreciation
Deferred income ux-——mt
Investment tax credit—net .
Common stock equity compomnt of aitowance for
funds used during construction
Funds from operations
Financing:
First mortgage bonds
Preferred stock
Notes payable
Other—not

Total source of funds

Funds For:

Gross plant additions . .

Dividends

Retirement of long-term debt

Temporary cash investments

Investment in and advarices to subsidiary company

Increase (decrzase) in working capital, as detailed below
Total funds used

Increase (decrease) in working capital (excluding
notes payable and temporary cash investments):
Accounts receivable
Inventories
Fuel stock
Fuel prepaymenis
Other prepayments
Accounts payable
Accrued taxes
Accrued interest
Other-—net

& Eg

Gulf States Utilities Company Annual Report (1973)
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1973 1972
$ 50,177,196 $ 45,167,636
35,783,667 33,606,217
6,700,428 6,055,076
§72,783 1,282,734
(5,590,044) (5,536,995)
87,644,030 80,574,668

50,000,000

35,054,935
(30,796,362) 69,255,710
2,102,785 8,365,842
3115 950,453 $193,251, 305

$107,233,919

$111,314414

34,832,061 31,219,171
375,000 375,000
(47,900,000) 47,900,000
18,354,827 2,482 549
112,895,807 193,291,134
3,054,646 (39,829) -

$115,950,453

$193,251,305

$ 6144319
1,056,784
7,797,117

(32,652)
(88,433)
(7,715,558)
(799,994)
(1,769,518)
(1,577,419)

$ 3,054, 646

The accompanying notes are an integral part of the financial statements

$ 5,305,391
(610,558)
(678,347)

391,824
(775,339)
(2,032,621)
(472,639)
(20,835)
(1,146,705)

S (39 829)
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balance sheet

as of Cecomber 31,

UTILITY AND OTHER PLANT, at original cost
Electric utility plant
Steam products plant
Gas utility plant
Total plant
Less; Accumulated provision for depreciation

Total plant less accumulated provision for depreciation
Construction work in progress, at cost

Total utility and uther plant

OTHER FROPERTY AND INVESTMENTS

Investment in and advances to subsidiary
company, at equity

Other property and investments, at cost
Total other property and investments
CURRENT ASSETS
Cash
Special deposits
Temporary cash investments

Accounts receivable, less accumulated provision for uncollectibles

of $411,531 and $407,280, respectively

Materials and supplies (including construction materials),
at average cost

Fuel stock
Fuel prepayments
Other prepayments
Total current assets

DEFERRED DEBITS
Unamortized debt discount and expense
Other
Total deferred debits
TOTAL

$1,154 380,238
52,770,531
19,488,263

1,226,639,032
292,977,235
933,661,797
154,046,224
1,087.708,021

20,937,376

_ 1,020,128
..21,957.501

3,801,388
355,134

30,588,051

5,886,551
9,035,107
359,172
_.1,388,209
51413612
1,275,030
1,341,072
2,616,102

$1,033,489,343
52,495,562
18,749,444
1,104,734, 349
261,871,773
842,862,576
174,489,774
1,017,352,350

2,582,549
1012119
3,594,668

5741214
- 280,083
47,900,000

24,443,732

4,789,767
1,237,990

391,624
1,476,642

86,261,252

822,017
92¢€.839

1,751,856

$1.163.695 236

$1,108,960,126

The accompanying notes are an integral part of the financial statements
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LIABILITIES

CAP'TALIZATION (see following page)
CAPITAL STOCK AND RETAINED EARNINGS
Common stock, without par value

1973

$ 187,579,728

$ 187,579,725

Retained earnings 154,555,840 139,354 411
Total . . o ; 342,135,565 326,934,136
Preferred stock, cumulative, $100 par value 117,500,000 117,500,000
Premium on preferred stock 655236 655236
Tota! capital stock and retained earnings 460,290,801 , 445,089,372
LONG-TERM DEJT §29,125,000 479,500,000
Total capitalization 989,415,801 924,589,372
CURRENT LIABILITIES
Portion of long-term debt due within one year 304,000 303,000
Notes payable:
Bank ‘ 21,962,500 51,000,000
Commercial paper 20,482 422 22,241,284
Total notes payable . * 42,444 922 73,241,284
Accounts payable 18,981,683 11,266,125
Taxes accrued 6,117,274 5,317,280
Interest accrued 8,530,485 6,760,967
Other _ 7,509,235 7,653,885
Total current liabilities 83,887,599 104,542 54]
DEFERRED CREDITS
Unamortized premium on debt 1.093.773 1.159.510
Investment tax credit 19,689,033 16,785,058
o S R LN S RO R U S A ety 292098 274179
Total deferred credits 21,074,901 18,218,747
OPERATING RESERVES 1770984 1,714,992
CONTRIBUTIONS IN AID OF CONSTRUCTION A 3,829,331 3.320_,;'.:;3'
ACCUMULATED DEFERRED INCOME TAXES 63,716,650 56,574,197

TOTAL

$1,163,695,236

$1.108,960,126

The accompanying notes are an integral part of the financial statements

17
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capitalization
@8 of Dacomber 31,

CAPITAL STOCK AND RETAINED EARNINGS

COMMON STOCK®* *—Without par value—Authorized 40,000,000 sha
Outstanding 28 547 328 shares n 1973 (20,24] sharsowners ) 25 M? 328 shares

in 1972 (20,499 sharaownars) $187.579.72% $187.579.728
RETAINED EARNINGS (542,235,249 restricted in 1973 es to cash dividends) 154,658,840 139,354,411

Total common stock and retained earnings 342,135,565 326,934,130

PREFERRED STOCK—Cumuiative—3100 par velye—Authiorized 3,000,000
shargs==Outstanging 1,175,000 shares in 1873 (2,872 shareowners), 1,175,000
'rmvumlun:n’:na' :c"'nw":'& tock the te

] stock Gsues, In r "
wore $124.407 510 st Docember 31, 1973 N———

i:
%i

BB2BI3

88838888888

-
O~NOORN

38 58335833338

8% 33838838338

-
8"‘

o

ol
ONORBOR N

-
-—

3
8333388288
8858333883

B85 w5
g 8§83
2 88

Total prefarred stock

FREMIUM ON PREFERRED STOCK
Total capitsl stock and retained sarnings

¥
253

3
i
8
IS

*

LONG-TERM DEBT

FIRET MORTGAGE BONDS-—Authorzed $1, WOOOOOW rincipel amount
Sinking fund requiremants for 1974 aggregete $6 he Company expects
l.l':.fl mh requiramants by certifying property addut-om to the Trustee.

due 1’7. (Excluding $1,000,000 in Treasury.}*
due 1978° '

dus 1979°

due 1980*

due

due

5882548
g858
335882858

833832282828

SBOOOwWONN

$8328838232

et et e B e et )

83388838888

1§ |5 Zes
53 888
318 883

3

gI

§.

BREBTSe03

PEELEFEE
H

'iaWh“iz’-’W‘

BERRBREBLLe 53

88882382

$3888888818833838

83333888888823

DA VAR ROE SR AR WRWRON WD
w
o

Total fisst mortgage bonds
DEBENTURES—Authorized, $15,000,000 principal amount
4% % due 1981

Total long-term debt (excluding portion due within one year)

i
i
ite
|

el
2 8
g |18

TOTAL CAPITALIZATION

* Ligted on New York Stock Exchange, Inc.
** Listed on New York, Midwest and Pacific Coast Stock Exchanges.

$969415801  $924,589.372
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A. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The Accounting records of the Company are
maintained in accordance with the Uniform
System of Accounts prescribed by the Federal
Power Commission and the Louisiana Public
Service Commission.

Utility and other plant is stated at original
cost when first dedicated to public service and
the amounts shown do not purport to represent
reproduction costs or current value. Costs of
repairs and minor replacements are charged
to expense as incurred, The recorded cost of
depreciable utility plant retired and cost of
removal, less salvage, are charged to accum-
ulated provision for depreciation. The capitalized
cost of utility and other plant includes an
allowance for the cost of funds used during
construction which was computed at a rate of
714 % per annum during 1978 and 8% per
annum during 1972, The 1974 rate is 71y %,

The provision fur depreciation is computed
using the straight-line method at rates which
will amortize the unrecovered cost of depreciable
plant over the estimated remaining service life.

For income tax purposes, the Company has
adopted accelerated methods of computiug
depreciation for eligible property. Pursuant to
regulatory commission order, amounts equal to
the reductions in income taxes arising from the
use of accelerated depreciation rather than
straight-line tax depreciation are charged to
income and concurrently credited to accumulated
deferred income taxes. Upon expiration of the
periods of tax deferment, the amounts
accumulated are used to offset the provision
for income taxes in amounts equivalent to the
related increases in such taxes.

Total Federal income tax expense was less
in both 1978 and 1972 than the amount com-
puted by multiplying income before tax by
the statutory rate of 48% . This was due
primarily to additional allowable tax deprecia-
tion, certain capitalized costs expensed for tax
purposes und investment tax credits. The
effective rates for these years were 27.2% and
28.6%, respectively,

Amounts equal to the reductions in Federal
income taxes resulting from investment tax
credits are charged to income and concurrently
credited to deferred credits. These credits are

&l Sl s S R s ams a s - -~

being amortized over the estimated useful life
of the related properties,

The Company’s investment in Varibus
Corporation, a wholly-owned subsidiary, is
accounted for on the equity basis in
compliance with a Federal Power Commission
order, adopted as of January 1, 1973

B. PENSION PLAN

The Company has a contributory pension plan
covering all employees between the ages of
80 and 65 years who have had one year of
continuous service. Cost of the plan in 1973 and
1972 was $1,684,227 and §1,786,505, respectively,
of which $1,146,831 and $1,255,441, respectively,
was charged to income and the remainder to
construction and other accounts The Company’s
poliey is to fund pension cost accrued. Funding
is under the aggregate cost actuarial method
which does not separateiy identify unfunded
past service costs.

C. COMMITMENTS

The Company has lease commitments
which in the aggregate are not significant to
either net income or stockholder's equity.

At December 81, 1978 the Company had
agreements with several banks which terminate
December 81, 1974, providing for borrowing
up to $51,080,000 at the prime commercial
lending rate in effect from time to time without
payment of a commitment fee. The Company
maintains nonsegregated working cash
balances which generally average, over the life
of the agreements, approximately 10%
of the line of credit.

The construction program involves expendi-
tures of approximately $174,000,000 in 1974,
and, in that connection, the Company has ‘n.
curred substantial commitments for equipment.

Reference is made to comments in
this report under CONSTRUCTION and
NUCLEAR POWER GETTING CLOSER
regurding an agreement to purchase coal
and yellow cake, & uranium concentrate.
(See pages 8 and b.)

The Company plans to file a regic. :tion
statement with the Securities and kachange
Commission on February 14, 1874 for the
proposed sale of $60,000,000 first mortgage
bonds during March, 1974,

19
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Coopers & Lybrand

TO THE SHAREHOLDERS,
GULF STATES UTILITIES COMPANY

We have examined the balance sheet of Gulf States Utilities Company s of December 31, 1973, and the re
lated statements of income, retained esarnings and changes (n financial position for the year then ended. Our
examination was made in sccordence with generally accepted auditing standards, and sccordingly included such
tests of the sccounting records, and such other auditing procedures as we considered necessary in the circum:
stonces. We previously examined and reported upon the financial statemants for the year 1972,

in our opinion, the aftorementionad financia! statements (pages 14 through 19) present tairty the financal
position of Gui States Utilitles Company st December 31, 1973 and 1972 and the results of its operstions end
changes in financial positior for the years then ended, in conformity with genarally sccepted accounting princi
pies appiied on a8 consistant basis

Houston, Texas CB -8 '63’5 e

February 6, 1974

20
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FLOYD R. SMITH (38)
Chairman of the Board of Directors
and Principe. Executiva Officer

NORMAN R LEE (25)
Presiden and Principa! Operating OHioar

SAMUEL L. ADAMS (88) .
Senior Viea President
Engineering and Production-Construction

JOSEPH R MURPHY (37)
Senior Vice Prosidant
Cperations

JER( - € M STOKES (38)
Ser or Vios President
Finance

SAMUEL L. ADAMS (1970)

Senior Viee President of the Company
Beaumont Texas

JOHN W. BARTON (1870)
Presigent of Jack's Cookie Company
Baton Rouge. Lousians

SETH W, DORBANDT (1870)
Chairman of the Boarg ang Presigant,
First National Bank in Conroe
Conroe, Texas

EDWIN W. HIAM (1858)
Investmeani Adviner
Boston. Massachusetts

NORMAN R. LEE (1967)
President of the Company
Beaumont, Texas

CHARLES P. MANSHIP, JR. (1088T7)

President and Director, Capital City Press
Baton Rouge, Louisiana

JOMN J MORRISON"® (1857)
Retired Chairman of the Board of
the Company
Beaumon!, Texas

Tranasfer Agents:

WILLIAM E. HEANER, JR. (13)
Viee Presidem
Personnel Manager

JOSEPH O. ROBICHALU (18)
Vice President
Marketing

R. EARL WHITE (32)
Vice President ang Assistant to the
Chairman of the Board

JASPER F. WORTHY (18)
Vice Presidant
Beton Rouge Division

ROBERT W. JACKSON (18)
Secretery

JOSEPH R. MURPMY (1870)
Senior Vice President of the Company
Beaumont, Texas

BENJAMIN D. ORGAIN (1963)
Membar of the law firm ol Orgain, Ball
& Tucker, general counsel for the
Company
Beaumont, Texas

GLENN E. RICHARD (1983)
Retired Chairman of the Board of
the Company
Beaumont, Texas

FLOYD R SMITH (1865)

Chairman of the Boarg of Directors an¢
Principal Executive Officer of the
Company

Boaumont, Texas

HARRELL . SMITH (1964)
Retired General Manager,
Lake Charies Operations
Cities Service Oil Company
Lake Charlas, Louvisiana

The American National Bank of Beaumont

Beaumont. Texas

The Chase Manhattan Bank, N. A, New York, N.Y
The First National Bank of Chicago, Chicago, Illinois

Ro?blnn:
irst Security National Bank of Beaumont
Beaumont, Texas
Manufacturers Hanover Trust Company
New York, NY
Northern Trust Company, Chicago, Illinois

THOMAS A, PAGE (1)
Treasurer

JAMES L BRASWELL (35)
Controlier and Ass'stan! Treasurer

ROY E. EYLER (15)
Assislan! Secretary

RAY § PACE (37
Assislant Troasurer

HANSFORD R. ROUSE (17)
Assistant Treasurer

ROBERT L. WYNNE, JR. (35)
Asemtant Troasurer

( ) Yours Service
* Eloctng February 16, 1874

OLIVER P. STOCKWELL (1988)
Member of the law firm of Stockwall,
St Dizier, Siavent & Viccellio,
oounsel for tha Company's
Lake Charies Division
Laxe Charles, Louisiana

EDWARD M. TAUSSIG® (1944)
President. Taussig Corporation
Lake Charies Louisians

ELDON A V/ERNER# (1870)
Viee President of Baton Rouge Alrcraft, Inc
Baton Rouge, Louisiane

FRED V., WILSON (1964)
Invegtmants
Port Arthur, Texas

{ ) Date electad 1o Bourd
* Advisory Director
# Also served as a director of the Company
from 1962 yntil March 1, 1870, when he
retired as Proesident and Director of
the Company
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Proepesciue

$60,000,000

Gulf States Utllities Company

First Morigage Bonds, 8% % Series due 2004
Dua March 1, 2004

Intarast i payable March 1 and Soptembar 1

The New Bonds will be redeemable at the opt un of the Company as a whole at any time or in
part from time 1o time upon 30 days' notice at the applicable redemption prices shown herein
with accrued interest to the date fixed for redemption, except that prior to March 1, 1878 no
such rademption may be made through a refunding operation at an interest cost 10 the Company
of less than B 625% per.annum, The initial Regular and Special Redemption Prices are
108.63% and 100.06% , respectively

THESE SECURITIES MAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED L'PON THE ACCURACY

OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

Undarweriting
Prics to Discounty and Proceeda lo
Publie (1) Commissions (2) Company (1) (3)

Per Unit 10% ATB% 90.522%
Total $60,000,000 §286,800 $50,713,200

(1) Plus accrued interest from March 1, 1974 10 date of payment and delivery

(2) The Company has agreed 1o indemnity the Purchasers agains! certain civil labilities, including certain liabilities
under the Secu:ities Act of 1833

(3) Before deduction of expenses payabie by the Company, estimated at $107,.000

The New Bonds will be issued only as fully registered bonds in denominations of $1,000 and
multiples theraof.

The New Bonds are offered when, as and i! issued and accepted by the Purchasers named
within, ar 9 subject to approval of legal matters by counsel, prior sale, or withdrawal, cancellation

or modification of the offer without notice. It is expected that delivery of the New Bonds will be
made in New York City on March 28, 1874,

The First Boston Corporation

Salomon Brothers

Blyth Eastman Dillon & Co.

Incorporsied

Dillon, Read & Co. Inc.

The ¢~*e of this Prospectus is March 20, 1874
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IN CONNECTION WITH THIS OFFERING, THE PURCHASERS MAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE BONDS OFFERED HEREBY AT A LEVEL ABOVE
THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. 5UCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

INTRODUCTORY STATEMENT

Gulf States Utilities Company (the “Company™) is subject to the informational requirements of the
Securities Exchange Act of 1934 and in accordance therewith files reports and other information with the
Securities and Exchange Commission. Information, as of particular dates, concerning directors and
officers, their remuneration; the priucipal holders of securities of the Company, and any material interest
of such persons in transactions with the Company is disclosed in proxy statements filed with the Com-
mission. The Company has not granted any stock options.

Such reports, proxy statements and other information can be inspected a. the principal office of the
Commission at 500 North Canitol Street, N.'W., Washington, D. C,, and copies of such material can be
obtained from the Commissioa at its prescribed rates. In addition, such reports, proxy statements and
other information can be inspected at the offices of the New York Stock Exchange, Inc., 11 Wall Street,
New York, New York. The mailing address of the Company is P.O. Box 2951, Beaumont, Texas 77704
and its telephone number is (713) 838-6631.

USE OF PROCEEDS

The not proceeds from the sale of the Bonds offered hereby (the “New Bonds"), after deduction of
expenses and exclusive of accrued interest, will be used by the Company to pay off a portion of its then
outstanding short-term notes, expected to be approximately $110,000,000. The funds obtained from the
issuance of such notes were used in connection with the Company's construction program and for other
corporate purposes.

All of the short-term notes expected to be utstanding will either be in the form of commercial paper
or short-term notes issued under the Company's revolving credit agreements with banks. Short-term

borrowings by tae Company must comply with the provisions of the Federal Power Act. See
“Regulation”.

CONSTRUCTION PROGRAM

It is presently estimated that the Company's system peak load during 1974 will reach 4,131,000
kilowatts, at which time the Company estimates it will have a reserve of approximately 36%, During
the periods 1964-1973 and 1969-1973, the Company’s peak load grew at average annual growth rates of
approximately 9.5% and 8.2%, respectively; the 1974 estimated peak, if realized, will represent a 9%
increase over 1973, To meet anticipated growth in system load, the Company has tentatively scheduled
in the ten year period 1974 through 1983, the installation of six fossil fueled electric generating units
with aggregate capability of approximately 3,260,000 kilowatts and four nuclear fueled units with
aggregate capability of approximately 3,740,000 kilowatts. See “Business—Future Generating Plants",
The Company's estimate of peak loads and its presently scheduled construction program may change
because of load growth changes, fuel availability, construction and regulatory contingencies, and the
efiects of various programs which may be adopted or imposed to conserve electricity. The Com-

pany is keeping its construction plans as flexible as practicable with the intention of accommodating any
such changes that may develop
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The cost of new conscruction in 1974 and 175 is expected to be approximately $174,000,000 and
$260,000,000, respectively. Tn 1974 the program is expected to consist of the following principal items

Additional electric production plant cone $132,000,000
Additional electric transmission and distribution facilities . ... 38,000,000
Other additional electric improvements .........oovvvuvies 2,400,000
Additional gas plant ... e UL 1,400,000
Additional steam plant .. ....... 200,000

§1/4,000,000

The construction program presently conteriplates the expes.diture of approximately $900,000,000 dunng
1976-1977.

The 1974-1975 construction program includes approximately $91,000,000 for expenditures in con-
nection with the planned nuclear fueled units, Expenditure of such funds and those spent in connection
with such units prior to 1974 (in the approximate amount of $26,000,000), as well s execution of
contracts for the construction of such nuclear units and the purchase of equipment and fuel therefor, prior
to assurance that construction permits and operating and other related licenses will be obtained, was
deemed necessary by the Company to put it in a position to make application for the regulatory approvals
required and to enable it to complete construction, once approval is obtained, within the time necessary
to meet presently estimated increased load

Actual expenditures and estimates for subsequent years may be affected by greater than anticipated
escalation in costs, additional expenditures for environmental and other factors, and acceleration or delay
of portions of such program.

1t is anticipated that the Company will, in addition to the funds obtained from this offering and funds
internally generated, require prior to the end of 1974, approximately $43,000,000 from outside sources
and that during 1975 the Company will require funds from outside sources of approximately §172,000,000.
The Company expects that such funds will be obtained from short-term bank loans and the issuance of

commercial paper combined with permanent financing, the form, nature, time, and extent of which have
not yet been determined. '

Total gross additions to the plant account of the Company during the period January 1, 1969,
through December 31, 1973, amounted to $544,467 000, and during the same period retirements from the
plant account amounted to $27,541,000. Gross additions during the period amounted to approximately
50% of total net plant at December 31, 1973.

BUSINESS

The Company was incorporated August 25, 1925, under the laws of the State of Texas and is
engaged principally ir he business of generating electric energy and transmitting, distributing and
retailing such energy in a 28,000 square mile area in southeastern Texas and in south central Lovisiana,
extending a distance of over 350 miles along the Texas-Louisiana Coast. The Company also sells
electric energy at wholesale in this area to various municipalities, rural electric cooperatives and one
other utility. The Company's electric systen: is inte~connected, and interconnections with other utilities
are maintained for the exchange of power. The Company also conducts a steam products business and
sells natural gas in the Baton Rouge, Louisiana area.

Operations

For the 12-month period ended December 31, 1973, 91% of the Company's operating revenues were
derived from the electric utility businegs, 6.5%% from the steam products business and 2.5% from the gas
business. Of the electric operating revenues, 55% were derived from within Louisiana and 45% from
within Texas. The gas and steam products businesses are conducted entirely in Louisiana. Additional
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information about the principal classes of service is provided under “Operating Statistics and Certain
Details of Revenues.”

The Company has undertaken certain measures to reduce its internal consumption of electric power
and energy and consumption by other utilities and ultimate customers. Its efforts with respect to the
general public have consisted of news media advertising urging the conservation of electric energy
and, with respect to industrial and large commercia! customers, have consisted of consultation with
such customers regarding more efficient use of electric energy by them. Although the Company
believes that such steps have been successful in conserving electric energy, because of other variants,

such as westher, it is presently unable to identify how much reduction ih kilowatt hour consumption has
been experiencea because of .onservation efforts.

The Company and ten other investor-owned electric utility companies comprising the South Central
Electric Companies have an agreement with the Tennessee Valley Authority (TVA) to interchange
1,500,000 kilowatts of electric power. The Company's share of the exchange is 215,000 kilowatts. The
companies have constructed a 500,000 volt electric transmission network linking their electric systems in
Louisiana, Texas, Arkansas, Oklaboma, Mississippi, Missouri and Kansas. The Company has extended
the 500,000 volt transmission line in its own service area to improve reliability of service.

There are 19 rural electric cooperatives, sponsored by the Rural Electrification Administration
(REA), 2] municipe’ electric systems, and five investor owned utilities operating within or adjacent
to the service area of the Company. The operation and extension of these cooperatives, municipalities,
and other utilities in certain areas tend to restrict expansion of the Company's svstem in such areas.

However, the Company is continuing to extend its service into areas around such mumclpa.lmes areas
adjacent to such other utilities, and into rural areas.

The Cajun Electric Power Cooperative, Inc. (Cajun), formerly known ar Louisiana Electric
Cooperative, Inc,, a super-cooperative formed by 12 of the 13 REA cooperatives in Louisiana, has con-
structed a 200,000 kilowatt generating plant in Louisiana which began commercial operation in June,

1972, The Company has entered into a ten year contract with Cajun which principally provides that the
Company will furnish transmission service for energy generated by Cajun to four of its member coop-
eratives and sell to Cajun the additional power it may need and request. The Company has also agreed
to purchase from Cajun ceftain excess capacity and energy available from such plant. In December, 1973,
the Company signed a letter of intent to pursue negotiations with Cajun for further coordination of
generation planning and additiona! transmission service. See “Regulation” with respect to proceedings
before the FPC and otherwise, involving Cajun.

The four cooperatives now receiving power from Cajun previously purchase” all or a substantial
portion of their bulk power supply from the Company. From and after the effe..i ¢ date of the Cajun
contract on April 1, 1973, the Company has only received a charge for transmission of the Cajun power
to such cooperatives and will continue to receive only such transmission charge, unless and until suck time
as Cajun may purchase additional power from the Company under such contract to meet the needs of
the cooperatives. The gross transmission charges received during 1973 from Cajun amounted to

$580,453, compared to the gross revenues from power sales to such cooperatives during the same period
of 1972 of $2,151,235.

In January, 1974, the Conrpany executed separate power interconnection agreements with the Cities
of Lafayecte and Plaquemine, Louisiana (the “Cities”), providing for the exchenge of emergency, main-
tenance, and surplus power, and for the Company to provide transmission service for each for purposes
of coordinating generation. Such agreements have been filed for acceptance with the FPC, and
contingent upon such regulatory action, facilities are expected to be in place to accommodate transactions
under such agreements with Plaguemine beginning in 1974 and Lafayette beginning in 1975, Pursuant
to such agreements, the Company has agreed to purchase various amounts of capacity from such

Cities during the period 1975-77. See “Regulation” with respect to proceedings, before the FPC and
otherwise, involving the Cities.
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Of the Company's steam products customers, Exxon Company, U.S. A, Ethyl Corporation, and
Uniroyal are being supplied pursuant to contracts which will terminate pursuant to notice from the
Company in 1978, 1970 and 1976, respectively. The specially designed steam-electric extraction plant
which has been supplying process steam and by-product electric energy as part of the requirements of
these customers presently uses natural gas as primary boiler fuel. The Company proposes to negotiate
new contracts with these customers covering higher rates, and in connection therewith expects to consider
whether or not to convert such plant to a continuous oil burning as well as gas burning capability.
The Company constructed and owns a specially designed steam-electric extraction plant in Baton
Rouge which furnishes the requirements of the Industrial Chemicals Division of Allied Chemical
Corporation for process steam and electricity. It ic being operated and maintained by Allied under
a twenty-year contract, which runs to February 1, 1989, and under which Allied makes annual payments

to the Company, including amounts sufficient to amortize the cost of such plant over the term of the
contract.

The Company distributes natural gus in Baton Rouge and its environs which have an estimated

population of 230,000, Such gas is purchased under an agreement, expiring December 31, 1975, with Mid
Louisiana Gas Company.

Fuel Supply

All of the generating plants of the Company (with the exception of Willow Glen Unit No. 4
discussed below ) presently use natural gas as primary boiler fuel ind have the capability of using No. 2
oil as boiler fuel on a short-term basis. Doiler gas is provided in Texas under contracts running until
1985 with Exxon Company, U. S. A, and Texas Intrastate Gas Company. The Company has been
receiving gas needed in its Texas plants from these suppliers pursuant to such contracts and does not
expect any immediate material curt.ilment of such supply. Gas deliveries from Texas Intrastate Gas
Company, which supplies one-half of the requirements of one 265,000 kilowatt generating unit, may be
subject to curtailment pursuant to priorities established by the Texas Railroad Commission. DBoiler

gas is provided in Louisiana under a contract running until 1981 with Monterey Pipeline Company
and under a contract running until 1987 (with provisions for price redetermination in 1977 and 1982)
with United Gas Pipe Line Company (“United”). United provides gas to the Company's Willow Gien
(other than to Unit No. 4) and Roy S. Nelson stations in Louisiana which account for 1,861,000 kilowatts
of the Company's electric generating capability. .

Since November, 1970, United has been delivering less gas than the Company would have otherwise
used under such contract. Such curtailments are expected to continue at increasingly severe levels
and may be further affected by the FPC actions discussed hereafter. There are numerous FPC pro-
ceedings and related court appeals now in various stages involving the Company, United, and other
customers of United. Such proceedings have already resulted in approval by the FPC of curtailments
to the Conipany based upon certain priorities of use. Current orders provide that if it is necessary {or
the Company to avoid shedding firm electric load, United is authorized to deliver additional gas to the
Company to the extent required to avoid such load shedding, but any such additicnal deliveries are to
be offset against subsequent gas allotments from United. One key issue vet to be finally determined
is whether or not natural gas supplied by United for boiler fuel, particularly for the purpose of genera-
tion of electricity, will be ordered terminated by the FPC, or, if authorized to be continued, will be
given sufficient priority to entitie the Company to obtain gas in adequate quantities. The Company
cannot at this time anticipate the final outcome of such proceedings or the overall impact thereof upon
the operation of its units served by United

In an attempt to obtain gas to offset the efiect of existing gas curtailment, the Company has been
able to purchase gas on a temporary, and for the most part, interruptible basis from Monterey Pipe-
line Company, Texaco, Inc. and Sugar Bowl Industrial Gas Corporation; however, the Company expects
that such supply from Texaco and Sugar Bowl will probably not continue to be available after mid-1974
The Company has to date been unable to contract for a long-term supply of gas to replace that curtailed
and expects to continue to attempt to purchase gas on a short-term basis when available
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Because of the gas supply problem, the Company has adapted its new Willow Glen Unit No. 4, to0
s continuous oil burning as well as gas burning capability. After delay caused by the adaptation of this
Unit, it went into commercial operation in mid-1973. The cost of buth the adaptation and the construc- :
tion of oil supply facilities for this Unit was approximately $16.7 million. Such oil supply facilities are *
also being used for other units at such station. The Company does not presently expect that additional
emission control facilities for this Unit will be required. However, environmental regulations as to
ambient air standards may necessitate additional expenditures of approximately $84.3 millon for such
facilivies as early as 1975 This amount is not included in the Company's construction ,.ogram. The
Company has contracted for the supply of low sulfur No 6 fuel oll for this Unit through June, 1974,
and thereafter expects to purchase add tional supplies when available on the market.

Because the Company expects that it may not be able to obtain from United or other sources a
reliable supply of gas sufficient to satisfy the long-term requirements of the stations presently supplied
by United, the Company has initiated a program to adapt all seven of its gas-fired units (with appro-
priate emission control equipment) now served by United to enable them to have a continuous il burning
and gus burning capability. The cost of such program is estimated to be in excess of $75 million,
including costs for environmentsl cottral and other related fecilities. Fuel supply facilities incidental
to such conversion are expecied tu cost an additional $16.9 million. It is estimated that the earliest this
program can be completed is January 1, 1977. If such adaptation requires tims beyond the date for
termination of United's gas service, should the FPC ultimately so order, the Company would seek from
the FPC an extension of the time for such termination. The Company presently expects, through such
an extension or by obtaining alternate sources of fuel or power, to be able to meet its ¢'sctric service
requirements, but cannet ot this time be assured of the success of its efforts to do so. The Company has
not yet been able to obtain long-term contracts for supply of No. 6 or other residual fue! oil to supply the
existing plants which are being converted to continuous oil burning capability or future plants planned
to have such capability. g

The Company has been using and expects in the future to make use of alternate sources of power
and fuel. The Company has used power from other parts of its system and has several inter-connections
with outside utilities. The Company is continuing to explore the purchase of gas from other sources,
and has maintained the capability of storing and using No. 2 fuel oil for short periods. The Company
has contracted for a limited supply of Neo. 2 fuel oil from Exxon Company, U. §. A, through February 15,
_ 1979 and, within the limits of available stotage, is puschasing additional supplies of No. 2 fuel oil as
1 available on the market. It has already been necessary &t times to bumn substantial quantities of No. 2
o fuel oil in conjunction with gas to meet load demand, and the Company presently expects increasing | .

need to burn such oil to meet load demand. :

For the period February through April, 1974, the Company estimates that it might produce as
much as 30% cf its total kilowatt hour demand by burning No. 6 and No. 2 fuel oil, depending primarily
on the level of curtailment from United and the availability of gas on an ‘nterruptible hasis. The
Company's ability to obtain such fuel oil in the future devends in part on allocation and rationing
rules recently promulgated by the Federal Energy Offia

Pursuant to the Emergency Petroleum Allocation Act of 1973, the Federal Energy Office (FEO)

< has issued Petroleum Allocation Regulations providing for allocation of fuel oil. Under such regulations
Fed monthly allocations of No. 6 fuel oil will be made to each electric utility including the Company. Each
supplier of a utility will be notified of the volume which that supplier must supply each utility for the
following month. There is no assurance that the FEO will set a monthly allocation which meets the current
requizements of the Company, or that any such supplier will have sufficient quantities of residual oil to
satisfy such allocation. With respect to No. 2 fuel oil (middle distillate), regulations provide that until
such time as the FEO undertakes to set allocations of distillate for each utility on an individual basis in
the same manner as initially established for residual oil, each utility is entitled to an allocation level equal
to 100 percent of its base period volume, which base period volume is the amount used in the equivalent
month of 1972. The quantities of No. 2 fuel oil used by the Company during 1972 were extremely small
A special provision of the regulations allows utilities which have lost a substantial supply of natural
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ges & & result of a curtailment plan approved by a federul agency such as the FPC to request a special
monthly allotment equivalent on & Btu basis to the quantity of natural gas so denied. However, this
right is based upon the utility being classified as & “new customer” within the meaning of the regulations
with respect to such amounts. The Company appears to be entitled to this special allocation because
of the United curteilment, but will realize the advantage only if it can find a supplier who is willing to
accept the Company as & new wholesale purchaser or have the FEO assign a supplier with respect to
this additional sllotment and such new supplier has the fuel oil available to meet such allotment

The Company's wholly-owned subsidiary, Varibus Corporation (“Varibus”), is procuring and
supplying & portion of the fuel oil required by the Company and it lavolved ia severel programs
to prospect for and develop fossil fuel resources. Such progriuns are spetulative in nature and
may not produce any new fuel sourcci, Activity is in preliminary stages, and to date, only minor
reserves have been proved and no production commenced. Through December, 1973, Varibus has
invested approximately $4 million in such programs, including acquisition of an undivided interest
in leases on approximately 400,000 acres. Also, Varibus and two other investor-owned electric utilities
are negotiating long-term arrangements intended to assure a sufficient supply of fuel oil from Saudi
Arsbia. Such arrangements would include construction of refining and transportition facilities. Since
negotiations are at a preliminary stage, no assurance can be given that arrangements will be successfully
concluded. At the present tiine Varibus is committed only to share in certein relatively minor costs of
developing such plans

To date, there has been no reduction ur interruption in service to the Company's customers becuuse
of fuel supply shortages. However, the ability of the Compaay to avoid interruptions and curtailments
in the future will depend upon the success of its efforts to continue to obtain necessary gas and fuel oil
to supplement its curtailed gas supply under tight market conditions and new governmental allocation
programs.

From December, 1970 to December, 1973, the average cost of fuel on a svsiem-wide basis has risen
from 20.43¢ to 57.97¢ per million Btu. The alternative sources of power and fuel discussed above are
expected to result in higher costs to the Company, which costs cannot now be determined. In addition,
the price of gas sold to the Company by United may be increased as a result of the (ourt proceedings
referred to above. The Company's rate schedules and contracts, covering all kilowatt-hour sales, contain
fuel adjustment provisions to recover the increased fuel eosts,

When the Company converts its equipment to be able to permanently use oil as fuel, such equipment
is expected to need more maintenance, repair, and restorative work than as presently operated. In
addition, the Company may experience more problems with air pollution in using oil and coal as fuel
than it presently has using gas. See “Regulation—Environmertal Macters.”

On September 28, 1971, the Louisiana Public Service Commission issued an order to United, fol-
lowed on September 30, 1971, by an order to all pipeline companies operating in Louisiana and subject
to its jurisdiction, instituting an irvestigation and requiring production of extensive infosmation concern.
ing gas supply and transmission and ordering no further commingling of intrastate and interstate gas
withcat Commission authorization, The Company is presently unable to anticipate the effect, if any,
such proceedings may have on the price or quantity of gas available to it,

Future Generating Plants

The Company currently plans to construct four nuclear fueled units with an aggregate capability of
approximately 3,740,000 kilowatts. Two of such units will be located on the Mississippi River north
of Baton Rouge, Louisiana and two will be located in Newton County, Texas, near Toledo Bend Reser-
voir. The Company has entered into contracts relating to the constructing and equipping of such units,
and actual construction of the first nuciear fueled unit is expected to commence by mid-1975. The
total cost of the four nuclear fueled units (including fuel, allowances for funds used during con-
struction, and environmental control facilitier) is presently estimated to be approximately §1.84 billion
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(of which §26,000,000 had been expended through December 31, 1973), with major expenditures
beginning in 1974. In December, 1973, the Company entered into a contract for the purchase of five

million pounds of uranium concentrates which is expected to provide the initial core for the four nuclear
units through 1983

Construction and operation of nuclesr fueled units are subject to regulation by appropriate govern-
mental agenci s, including the issuing of j:trmits and licenses by the Atomic Energy Commission (AEC).
In June, 1073, the Company applied to the AEC for construction permits for the two nuclear fueled
units to be built in Louisiana, and the Company now expects to file in the second quarter of 1974 its
application for permits to construct the two nuclear fueled units 1o be built in Texas. Although the
Company expects to pursue such permits and licenses diligently, there can be no assurances at this
time as to when such permits and licenses will be issued. If significant delay is experienced for any
reason in the licensing of any such nuclear units, the Company may incur substantial additional costs,
including carrying charges, additional escalation of ascquisition and construction costs, and costs of
accelerating construction ot other fossil or nuclear fueled units to meet projected load prior to the
completion date of the then delayed nuc'ear unit. In December, 1973, the AEC issued a policy statement
1o the effect that the AEC staff will take the position that no applicant for a nuclear license should
refuse to grant reasonable access to any proposed nuclear facility to smaller electric utilities, either
through joint ownership or through rights to purcaase unit blocks of power from the nuclear facility
at prices based upon the cost of owning and operating such facility. Since the Company’s four nuclear
units have been planned solely on the basis of the Company's own anticipated load requirements, should
a requirement of access be imposed upon the Company, & portion of the generation from the nuclear
units involved would be diverted from the Company's use. If such diversion affected the Company's
ability to meet its anticipated load, the Company would have to replace such diverted capacity through

additional purchases of power, acceleration of construction of other planned units, or construction of
additional units.

Of the six fossil fueled units planned for const-uction in the next ten years, it is presently antici-
pated that one 580,000 kilowatt unit will be fueled with gas and have the capability to burn light oil
for short pericds; one 480,000 kilowatt unit will be fueled with gas and have a continuous oil burning
as well as gas burning capability: une 580,000 kilowatt unit will be fueled with oil and have a continuous
oil burning as well as gas burning capability; and three units (with a combined capability of 1,620,000
kilowatts) will be fueled with coal. The total cost of the six fossil fueled units (including allowance
for funds used during construction and environmental control facilities) is presently estimated to be
approximately $735 million (of which $101 million had been expended through December 31, 1973)

The Company has contracted for & supply of fifty million tons of coal, which the Compan)
presently expects to be sufficient to fuel the first two ccal units for twenty years.

The Comnpany's tentative corstruction program in the form outlined above is subject to numerous
contingencit , including the future availability and cost of fossil fuel, and therefore there can be no

assurances as to the timing or actual specifications of generating units which will be built.

See “Regu-
lation—Environmental Matters."”

Employecs

The Company has approximately 3,100 employees. Of these, about 2,30 operating personnel are
represented by the International Brotherhood of Electrical Workers under a collective bargaining

agreement which continues until July §, 1975. Among the provisions of the agreement is a 5% wage
increase :ffective on July 14, 1974,

The Company has been advised of twenty-nine complaints filed with the Equal Employment Oppor-
tunity Commission (EEOC) alleging discrimination in certain employment, pay, and discharge practices.

These matters are in various preliminary stages and the Company's liabilities, if any, cannot reasonably
be estimated.
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Electric Rates

Effective March 15, 1973, the Louisiana Public Service Commission granted the Company an
electric rate increase for all of its retail business in Louisiana amounting to approximately $4,400,000
on an anaual basis, after income taxes, based on 1971 business. Imereases in retail rates were placed

in affect on June 1, 1972 in Texas amounting to approximately $3,500,000 on an annual basis, after
income taxes, hased on 1971 business.

Under effective orders of the FPC, the Company has been charging increased rates for wholesale
service to most rural electric cooperatives, municipal resale systems, and other electric corporations since
mid-1973. The Company estimates that such increase in the base rates will produce approximately
$1,800,000 at the 1973 level of use plus revenues from a fuel adjustment clause which recovers fuel costs
above a level of 2.1 mills per Kwh. Most collections of such rute increases are subject to refund pend-
ing final action by the FPC. Two wholesale customers have appealed the order of the FPC to the
United States Court of Appeals for the District of Columbia, and if such appesls should result in
reversal of the FPC orders as to such customers, approximately 74% of the increase in the base rates
could be lost pending further FPC action or termination of the existing contracts with such customers.
Requests by the Company for increases which would produce an estimated $1,370,000 on the base rate

at the 1973 level of use are pending further action in the FPC, with a hearing now set for June 10, 1974,
and in the same Court of Appeals.

FPC Propoials

On August 6, 1971, the FPC in Docket No. R-424 issued a Notice of Proposed Rulemaking con-
taining an amendment to the procedure for accounting for interperiod differences in the tax and account:
ing treatment of items such s interest and taxes charged to construction, effective with the year 1971,
If such proposals are adopted in their present forfh, the Company and numerous other electric and gas
companies similarly situated will be required to establish a aeferred tax reserve at the then current effec-
tive Federal income tax rate on the amounts of interest and taxes capitalized in the construction accounts
but deducted for Federal income tax purposes. On July 6, 1972, the FPC in Docket No. R-446 issued
a Notice of Proposed Rulemaking containing an amendment to procedures for accounting for interperiod
differences in the tax and accounting treatment of depreciation, effective with the year 1972, by expand-
ing deferred tax accounting to include the difference between book depreciation and tax depreciation,
The amounts involved in these proposals are substantial and the deduction of the amounts involved in
either proposal from net income would cause s material reduction in reported earnings per share for
1972 and subsequent vears. On February 11, 1974, the FPC issued orders in these dockets which in
general deferred for further studies the major issues of accounting for such interperiod differences.

REGULATION

The retail rates of the Company in Texas are subject to the jurisdiction of municipal authorities,
and as to all retail rates, including those in unincorporated towns and rural areas, the District Court
has authority to declare unlawful an extortionate or unreasonable rate. Texas does not Lave a state
utility regulatory body with jurisdiction over the rates or issuance of securities of the Company.

In Louisiana (in which state the Company is duly qualified to carry on business as a foreign
corporation ), a statute provides that the Louisiana Public Service Commission shall have jurisdiction over
the retail rates and services of public utility companies. There it some question, in view of certain provi
sions in the Louisiana Constitution giving such jurisdiction to some municipalities, as to whether the
aforesaid statute is constitutional as applied to such municipalities. In the opinion of the Company's
counsel neither the Louisiana Public Service Commission nor any other governmental authority in the
State of Louisiana has any jurisdiction over the issuance of securities by the Company.
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The Company is not subject to the Public Utility Holding Company Act of 1935.

In certain of its activities, including its wholesale sales of electric energy in interstate commerce and
the rates therefor, transmission of electric energy in interstate commerce, and the issuance and sale of
the securities coverad by this Prospectus, the Company is subject to the jurisdiction of the Federal
Power Commission (FPC). At present, the rates of the Company, as a public utility, are exempt from
price control under Phase I'V of the Federal Economic Stabilization Program.

The Cities of Lafayette and Plaquemine, Louisiana (the Cities), joined by Dow Chemical Company
in several of the proceedings, have intervened in numercus FPC proceedings since 1970 in which the
Company has applied for authorization or approval to conduct its short-term financing, to issue various
secarities, and to enter into interconnection agreements with Cajun (see “Business—Operations”).
In each proceeding the FPC has granted the authority or approval sought by the Company, but in
response to the various allegations by the intervenors of anticompetitive conduct by the Company in
Louisiana, the FPC ordered an investigation of such charges. Such investigation was staved pending
certain appeals taken by the Company, and although such appeals have now been erhausted, the investiga-
tion remains under stay order at this time. On December 27, 1972, Dow moved to withdraw from such
investigative proceeding, but the FPC has not acted thereon.  As 1o the Cities, sce below,

On July 24, 1973, Cajun and the Cities filed separate actions in United States District Courts in the
Eastern District of Louisiana, against the Company and other adjoining investor-owned electric utilities,
seeking treble damages and injunctive relief, alleging various anticompetitive activities in Louisiana.

In connection with the letter of intent entered into with Cajun in December, 1973, regarding mutual
consideration of additional coordination (see “Business—Operations”), on January 9, 1974, Cajun
executed a release and covenant not to sue wherein it released the Company from ey claims based upon
acts or omissions alleged to be anticomppetitive in nature occurring prior to such date and covenanted not to
sue or seek any relief before the FPC or AEC based upon any such prior acts or omissions. Pursuant
to such release, the civil action by Cajun described above was dismissed as to the Company on February

22, 1974, Further, in connection with the power interconnection agreements reached with Laiayette and
Plaquemine (see “Business—Operations"), on January 8, 1974, both Cities entered into agreements to
release the Company from claims for any such prior acts or omissions, to dismiss as to the Company
their civil actions described above, to withdraw their interventions now pending in the various FPC
proceedings described above, and to refrain from intervening in AEC proceedings of the Company based
un any such prior- acts or omissions. Such agreements by the Cities are, however, contingent upon
acceptance by the FPC of the respective power interconnection agreements entered into by the Company
with them without imposition by the FPC of conditions unacceptable either to the respective City or to
the Company. Such agreements have been fied and are pending before the FPC at this time.

In March, 1971, the United States Department of Justice issued Civil Investigative Demands
demanding that the Company and certain other electric utility companies in Louisiana prejuce certain
documents in the course of an inquiry as to whether such companies may have been violating antitrust
laws. \While preserving certain objections through motions filed in a U. 8. Distrizt Court in Louisiana,
the Company has attempted to reach agreement with the Department of Justice regarding the scope of
such inquiry, and has been voluntarily supplying certain documents demanded by such department. A
hearing in such proceeding has resulted in an order requiring the Comnpany to deliver certain documents
and upholding the Company's right not to deliver others. No suit has been filed by the government
alleging violations of the antitrust laws. Matters principally under investigation appear to include
activities involving Cajun and some of such companies. In consultation with the Justice Department and
the staff of the AEC relative to the Company's application for permits to construct nuclear gencrating
units, the Company has been unofficially advised that if satisfactory agreements can be reached with the
Company regarding competitive issues raised in the antitrust review required with respect to all permit
applications, further need for the Justice Department to pursue its investigation or to file suit based
upon alleged prior conduct will be unlikely
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Pursuant to Section 204 of the Federal Power Act, the Company must have FPC approval to make
short-tertn borrowings in excess of 5% of the sum of (i) the par value of outstanding preferred stock and
(i) the market value on the date of issue of other securities outstanding. Under an existing FPC
order, the Company has authority to issue short-term ncies vith maturities no later than December 31,
1975 in the form of commercial paper or notes to banks up to an aggregete amount of §125 million at any
one time outstanding. The Company has requested that such authority not be reduced upon authoriza:
tion by the FPC of the New Bonds. The Company's bank credit arrangements were increased in
February, 1974 to & leve! sufficient 1o permit short-term borrowings of approximately $117 million.

Environmental Matters

The application of Federal and State restrictions to protect the environment involves or may involve
review, certification or issuance of perimts by various State or Fedegal authorities (including the Admin-
istrator of the Environmental Protection Agency (“EPA") and the Corps of Engineers) with respeci
to construction of new facilities or medification of existing facilities and with respect to initia! or con-
tinved operation of facilities. The Company believes that it is in substantial compliance with ull presently
applicable requirements, and is not involved i pending proceedings and does not know of any threatened
proceeding in which the Company is or will be chavged with materia! violation of such requirements.
However, environmental restrictions, particularly in regard to emissions into the air and water, thermal
mixing zones and water ;emperature variations, as well as prospective application of the so-called “non
degradation” theory recentl; involved in the case of Fri v. Siervo Club (formerly captioned Sierra Clut
V. Ruchelshaus), may limit, prevent or substantially increase the cost of operations of the Company’s
generating installations and may in the future require substantial investments in new eguipment at
existing installations and cause delay in operation and substantial increases in the cost of proposed
new facilities. (See “Fuel Supply” and “Future Generating Plants”" under “Business”.) The Compan)
has no reason 1o believe that the capital expenditures and operating costs incurred in response 10
environmental considerations will not be fully allowable for rate-making purposes. However, “thert
can be no assurance that this will be the case. Other than the emission control facilities necessary to
meet emission regulations applicable to generating units in Louisiana which are being adapted to a
continuous oil burning capability (see “Business Fuel Supply”), the Company is not immediately faced
with significant expenditures for environmental control facilities at its present units However, sub

stantial portions of the Company's construction program are expected to be for environmental control
facilities.
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GULF STATES UTILITIES COMPANY

STATEMENTS OF INCOME

The following statements of income for the years 1969 through 1973 have been examined by Coopers &
Lybrand, in depmjmt certified public accountants, whose report appears hereinafter. The statements should be read
in conjunction with the other financial statements and related notes included in this Prospectus.

Years Ended December 31,
1973 1972 1971 1870 1968

Operuting revenues .
Eircric e - — g R262,604, 730 $218,766,007 $190, 584 607 $175.319,003 $164 486,585
Steam prcd\lcls bl D oo 18,680 486 14,971,642 13,745 515 13,463,081 13,308,245
B i P e SR T e 7,236,781 6,271,980 5,927,590 5820244 £.347 028

288,621,006 240,009 629 210,257 862 194,602 418 183,139,758

Operating expenses and taxes (Notes G and H)
Fue! and purchased power (Note 2) ........... B7 699,702 52,835,384 40,530 400 37433878 36,136,113
Other operations : . 32,994,520 30,452,045 29813119 20,335 854 26,040 424
Maintenance . ... ¥ 135158212 10,575,336 11,390,241 10,839,"86 9.076,923
Depreciation (Note A) VRTINS e J5,78),067 1606217 29,908,528 25,801,337 23,275,053
Amortization of property loss e 135,612 f42 449
Taxes (Note A) (Note 1)

Federal income:
Current VEEA o 21,477 821 2248879 16,627 586 14,115,388 18 666,680
Deferrsd—net ... . Vol 3 6,454 404 707741 4,921,766 4,600,452 41872
I nvestment credit:

Deferred .. 1,361,369 1,800,068 1,916,906 1,560,432 438 868
Amortization of prior yun dclu-
menis {788,586) (517,3M) (450 669) ( 386,962) 285 4M)

State income ¢
Current T 680,004 1,097,00¢ 1,043,701 1,021,060 662,440
Deierred—net . ... SN 200,024 277,338 74,503

Other than incomz . . RS e 18,227 BRO 17,216,087 14,860 685 13,335,868 12819143

Total operating expenses and taxes 217 652,037 175,610,477 150,651,760 139,861,512 132,866,010

Operating income ... .. 70,968,060 04,399,152 59,606,033 54,740,906 49,273,748

Allowance for funds used dunnl construction (Note 4) 10,068,523 8,724 829 6,896,475 £,846,362 0,049,508

Other income and deductions—net (Note 3) ........ 639,057 (1,245) 30,228) 49821 17.972)

Income before interest charges .............c00vunes 81,677,490 73,122,736 66,472,280

Interest charges

Interest on long-term debt 28,543,186 26,968,770 24,685 457 21,720,614
Amortization of premium, discount, and e:pme

on debt (Note A) .... (25,270) (31,773) (38,070) (46.981) 85,511)

Other uiterest expense A L E b e 2,982,037 1,018,103 2B15,655 2,965,046 2973791

Total interest charges ............. 31,496,953 27,955,100 27 463, (N2 24,608,679 20,593,787

Net income (Note 6) ................ . 50,177,196 45,167,636 39,009,238 38,908,410 34,711,523
Preferred dividend requirements .............. 6,730,000 4,049 050 4,084,000 4,084,000 «,084 000

Income applicable to common stock . coranaes § 43,447 196 40 517 686 j 3.9, J-l '-‘4. ...!8 $ 34014410 f 30,627 523
Common dividends ... ........ SRS R 61 2050221 § 00l _.'_ BT § 05TRAE8
Average common shun ouumu.un( ik Shhd 25,547 328

Earnings per averuge common share ..............., $1.720

Dividends per common share ...... $1.10

Ratio of Earnings to Fixed Charges khou B dnein J48

Pro forma Rmo of Earnings to Fmed C'hugu
(Note §)

63,637,089 L2308 ‘QO

\" 675477

2.60

( ) Denotes red figure.

The notes to the financial statements and the notes on the following pages are integral par

of this statement.

12

Gulf States Utilities Company Annual Report (1973)

Published by AsbestosClaims.Law
ACL Doc 25287 - Page 36 of 155

asbestosclaims.law/library/25287/36


https://asbestosclaims.law/library/25287/36

GULF STATES UTILITIES COMPANY
NOTES TO STATEMENTS OF INCOME

(1) Federal income tax provisions for 1973 are less than the amount obtaired by using the 48%
statutory rate primarily due to the following:

1913
48.0%

Excess of allowable tax depreciation and amortization over hook amounts (9.4)
Capitalized costs on books, expenid for income taxes:

Taxes, pensions and thrift plan « (18
Allowance for funds used during construction .........oovvaeanais (6.1)

Investment tax craclits (1.7

(2.0)

——
-~
27 2%

(2) See “Fuel Supply” for increases in cost of “Fuel and purchased power” during 1973

(3) As of Junuary 1, 1973, in compliance with Federal Power Commission Order No. 469, the
Company adopted the equity method of accounting for its investments in Varibus Corporation, a wholly-
owned subsidiary. The cumulative effect of the change to January 1, 1973 of $143,70€ has been charged
to retained earnings. Since the effect of the change on years prior to 1973 is not material, the statements
of income for such prior years have not been restated. The undistributed earnings for 1973 of §140,937
i¢ included in Other Income and Deductions

(4) During the period January 1, 196° to December 31, 1973, the Company changed interest rates
employed for the accrual for the Allowance for Funds Used During Construction (“ADC") as follows

Effective in 1973—8% to 7% % per annum
Effective in 1971—71%4% to 8% per annum
Effective in 1970—614% t0 7}4% per annum

These changes decreased net income $671,000 in 1973 and increased net income for 1971 and 1970 by.
$431,000 and $1,180,000, respectively.

Construction funds used are assumed to have been derived from capital sources in the same pro-
portions as the average capitalization ratios for the respective ycars. On this basis the ADC attributable
to funds provided by common equity amounted to 12.9%, 13.7%, 12.1%, 15.17%, and 12.2%

¢ of Income
Available for Common Stock for the years 1973, 1972, 1971, 1970, and 1969, respectively. The amount

of ADC varied from year to year depending principally upon the level of construction in progress
and the cost of capital, thereby affecting the relationship between such allowance and net income.

(5) The ratio of earnings to fixed charges, i.e., the number of times fixed charges are covered by
earnings, is determined by using as earnings the net income before income taxes, deferred income taxes,

investment tax credits and fixed charges. Fixed charges consist of all interest charges, amortization of
premium, discount, and expense on debt and one-third of all rentals charged to income.

The pro forma ratio of earnings to fixed charges for the twelve months ending December 31, 1973,
is 2.66 giving effect to the annual interest on the New Donds (at an assuped interest rate of 814 ); on
$50,000,000 of 814 % Bonds issued in August, 1973, the annual interest on $50,000,000 short-term notes
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GULF STATES UTILITIES COMPANY

NOTEE TO THE STATEMENTE OF INCOME—(Continued)

expected to be outstanding after application of the proceeds from the sale of the New Donds, and to the
elimination of interest charges during such period on all short-term notes replaced by securities issued
during the period. A difference of 4% in the actual interest rate from the assumed rate on the New
Bonds would change the ratic of earnings to fixed charges by approximately 0048

(6) See “Business—Electric Rates” for rute increases placed in effect on June 1, 1972, March 15,
1973 and August 13, 1973,

The Statemengs of Income reflects the results of past operations and is not intended as any repre-
sentation as to results of operations for any future period. Future operations will necessarily be affected
by various and diverse factors and developments including possible changes in electric rates, business
activity, taxes, labor contracts, fuel costs, environmental expenditures, the effects of various electricity
conservation programs, and other matters, the nature and effect of which cannot now be determined.

Operating revenues, income applicable to common stock, and eamings per average common share
for the twelve months ended February 28, 1974, amounted to $300,095,000, $43,455,000 and $1.70
respectively.  These amounts are unaudited, but, in the opinion of the Company, reflect al! adjustments,
consisting only of nurmal accruals, necessary for a fair statement thereof.
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GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES

Years Ended December 31,
1973 1072 1971 1970

Eiporwic anp Steam PropucTs
Number of customers : o _ o
Residential i ot ¥ - 330, ib 31932 13,6061
Commercial . - S 1, 40,171 38 907
Industrial Vb » ‘ $ 5.320 4,306
Otaes .. R . 1d 1,320 1,271

Total 398, . 77 204, 388,235

e

Carasrisry, Loap »#xp Resreves (kilowatts) .

Generating capability at time of k load(1) - 188, 4,155,000 628, 3,045,000
Capability purchased fmmcaSlmmhvhurn and
oledo Pend Dams anel Cajun Electric Coop-

erative, Inc. without reserves : : 98,000 98,000 OF, 000

Total capability at time of peak load ......... vt 259, 4,253,000 3,722,600 1,143, (K0

Peak load including interruptible load (1) ' W W, 36027 3,285,000 3,039 400 2,850,600
Plus - Power sales with reserves to other
utility systems ...... 100 100.000 $0.000
Less g
Interruptible load at time of peak load 28 800 39 BOO 30,600 37,600
Furchased power with reserves includ- -
ing TVA diversity interchange 215,000 215,000 215,000 215,000

— ———

Load for which reserves are provided 3,546,500 1,047 900 3,139,400 2,886, 800

Capability in excess of load . 1,185,500 1,011,100 ¥ JH!.I' 836,200
Less - Scheduled maintenance at time of rltli
load " 176,000 246,000

Reserve capability 1,185,500 1,011,100 937,600 £90,200

e -t

Fercent reserves . 30 K 1] X
Maximum demand steam sold—M potmdn

hour f y 3. 3,300 3193 3N
Output—net—kwhrs ( thousands ) :

Cenerated AR 890,507 21,281,658 20643077 19,200 514
Purchased and unerthwcd Tt s 789 §16.5758 (990,0%89)  (1,000,239)

Tota O ks b o . 808, 21,801,233 19,633,018 18,230,275

Sales of electric energy—kilowait-hours ( thou. o oA
sands )

Nesidential 3.730, 3,546 1585 3132933
Commercial Rry 2,380,471 2,114,689
Industrial . W ! 10415 086
Steam pmdum o . . 880, ] 2,602,921
Other sales Sk : 519.5] 1,710,249

SO BN o onvnansress J12, 20,664 982 18,522,219

Steam sales—millions of pounds . .. 24,543 2394)
Electric line—pale miles:
Transmission (60,000 volts and over) 3 3641 3,589
Distribution (34,500 volts and under) . 5337 15,019 14,658
Underground construction—miles of route 575 480 390
Average annual use per customer :
Residential
Kilowatt-hours 10,571 0.5 0044
Revenue per kilowatt- hour—cents : 245 23 2.19 a2
Commercial
Kilowatt-hours 62,120 58,562 53,278 490,201 46,108
Revenie per kilowatt- hour-—cents 216 196 193 195 1.90
Indu strial

Kilowatt-hours ... 1,BA0 542 1,740 058 1. 810 440 1,080 /RO 1 801,220
Revenue per kilowatt- hour—cents L1} 78 73 73

(1) Excludes load served by and capability of the 76,000 kilowatt steam-electric installation main-
tained and overated by the Industrial Chemicals Division of Allied Chemical Corporation.
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GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUZS~(Continued)

Years Ended December 21,
1973 1972 1871 1970 1969

70,597 9,14 67,32 £6,684

Output—M cu. ft of natural gas purchased .. 9,502,531 9,060,473 8,788,881 5,607,794 9,291,090
0,114,942 8441612 8,585,412 9,200,457 8,962,181

83,284 85,237 97,483 82,135

Lo 949 937 7

§ 91355021 § 79021925 § 6B7Z248 § AJA63 N5 ¢ 50820744

S5,658876 46509680 40898786  37,501.242 3543808

231,146 77941110 68322257  63,390.504 59967304

15777138 12073611 10829047 10,547,052 10,510,620

1429267 13132964 1122230 10,321,501 9,460,839

276,251,448 228760270 200,000,568 185,226,824 174,505,316

Other electric and stemm producte revenue 3175407 3,011,430 2,374 949 1,609,196 1,227 A2
1,957,370 1,956,949 1,954,695 1,946,154 1,969,091

Tota! electric and stesen products 281 384,225 233737649 204330212 188,782,174 177791830

4979121 4,382,289 4,253,967 4,332,508 3,930,360
2,198,738 1,801,738 1,634,856 1,487,226 1,416,666
7,177 85¢ 6,154,024 5,888 82 5,819,734 5,347 026

82 87,956 38,767 §10 8%
7,236,781 6,271,980 927,590 5,820,244 £.347,925

$288.621,006 $240,009.629 $210,257.802 $194.602418 $183,139,755
Eizcrmc anp Stean Paopvers Ormmaming Reve-

97.4 2 w0 971
Gas Ormanine Revewves—-% or ToraL 20 28 30 29
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DESCRIPTION OF NEW BONDS

General

The New Bonds are to be issued under and secured by the Company's Indenture of Mortgage dated
September 1, 1926, as supplemented and modified by supplemental indentures thereto, including a Thirty-
second Supplemental Indenture to be dated as of the dale of the New Bonds (said Indenture of Mortgage
as 80 supplemented and modified being hereinafter called the “Indenture”), under which Manufacturers
Hanover Trust Company is Trustee (hereinafter under this caption called the “Trustee”). A copy of the
Indenture is filed with the Registration Statement as an Exhibit. The bonds of all series which may be
issued under the Indenture are hereinafter under this caption referred to as the “Bonds".

The statements herein concerning the New Bonds and certain provisions of the Indenture are merely
an outline and do not purport to be complete. They are qualified in their entirety by reference to the
Indenture for complete statements and for the definitions of various terms and phrases, including those in
italics. Whenever particular Articles, Sections and other subdivisions are referred to, such Articles,

; Sections and other subdivisions refer 10 the Seventh Supplemental Indenture, dated as of May 1, 1946,
unless otherwise indicated.

& The New Bonds are to be dated as of the first day of the month in which they are issued (“the date of
the New Bonds"), are to mature thirty years from such date, and will bear interest at the rate set forth in
the title thereof, payable semiannually beginning six months from the date of the New Bonds to
bondholders of record on the tenth day prior to the interest puyment date. Principal and interest are to be

payable at the corporate trust office of Manufacturers Hanover Trust Company, Trustee, in New York,
New York

The New Bonds will be fully registered bonds without coupons. New Bonds will be exchangeable for
other New Bonds in equal aggregate principal amounts. While the Indenture provides that the Company
may make a charge of up to $2 per bond 'n connection with exchanges and transfers, it is not its present
intention to do so with regard to the New Bonds.

Sinking and Improvement Fund

The sinking and improvement fund payments, beginning April 30, 1975, and continuing to and
including April 30, 2003, are 1.2% per vear of the greatest amount of New Bonds outstanding prior to
March 15th of suzh year less certain New Bonds retired (if §1,000,000 or more thereof have been
¥ retired). Payments may be made in cash, principal amount of New Bonds, or by credit of New Bonds
previously redeemed under certain circumstances, or avaslable net additions or certain gross property
additions taken in each case at 60% of the amount thereoi. Cash in the sinking fund shall be applied to
the redemption of New Bonds at the applicable special redemption prices. Similar, but not identical,
provisions are made with regard to Bonds of other series outstanding. As long as any New Donds are
outstanding, Bonds retired for *he various sinking and improvement funds cannot be used as the basis for
the issue of additional Donds, the release of properties, or the withdrawal of cash from the trust estate
( Section 4.03. Also Section 1.03 of the Thirty-second Supplemental Indenture.)

Maintenance and Replacement Fund

The Company will pay or deliver to the Trus.ee oi. or before April 1 in each year, an amount in cash,
Bonds, or refundable indebtedness equal 1o the i mount of the minimum provision for depreciation (15%
of operating revenues less the cost of gas and elect. ~ity purchased for resale and certain other deductions,
after deducting from such 15% the amount expended for maintenance and repairs) for the preceding
calendar year, less certain credits for property additions, debt retirements and waivers of the right to
authentication of Bonds. The Company may at any time substitute such cash or credits, one for another,
on similar bases. The Company may also have any of such cash applied to the redemption or purchase of

Jonds cr refundable indebtedness. As long as any New Bonds are cutstanding, no Donds or refundable
indebtedness so redeemed or purchased may be used as the basis for the issue of additional Dunds, the
release of propérties or the withdrawal of cash from the trust estate unless and until requisite cash or
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property additions shall have been substituted therefor. (Section 4.04. Also Section 1.04 of the Thirty-
second Supplemental Indeture.)

Security

In the opinion of counsel for the Company, the New Bonds will be secured, equally and ratably with
all other Bonds issued and outstanding under the Indenture, by a valid and direct first mortgage on all the
principal properties of the Company (except as stated below ), subjec: only to the prior lien of the Trustee
for its compensation, expenses and liability, to such easements, leases, contracts, covenants, liens and other
encumbrances and defects as are customarily encountered in comparable utility systems ard are not of a
character to interfere materially with the use and operation of such properties, current taxes and other
liens or encumbrances which are of a minor nature and which do not secure the payment of money, and
to permitied encumbrances on the Company's bomdeble property, franchises and permits,

There are excepted from the lien of the Indenture bills, notes, accounts receivable, etc., and cash,
contracts, shares of stock, bonds, and notes, other evidences of indebtedness and other securities, and
other choses in action; merchandise held for sale; materials and supplies; fuel; aircraft, automobiles and
trucks, etc.; oil, gas, and other minerals underlving mortgaged lands; office furniture, equipment and
supplies; and certain other properties. (Granting Clauses of the Indenture.)

The Indenture permitz the Company to acquire bomdable property subject to prior liens. The
Indenture provides for subjection to the lien thereof of all property which the Company may acquire
after the date of the Indentuie except property of the character expressly excepted and subject to certain
limitations in cases of merger and consolidations. (Sections 9.06 and 9.12 and Article Fourteen.)

Property Subject to Prior Liens

Property subject to any prior liem cannot constitute property additions for use as a basis for action
or credit under the Indenture uniess such lien is established as a refwndable lien and (1) the principal
amount of the outstanding indebtedness secured by such prior liem will not exceed 609% of the amount of

the property subject thereto, (2) the total principal amount of prior lien indebtedness to be outstanding
will not exceed 15% of the total principal amount of Bonds then outstanding and Bonds which the
Company would then be entitled to have authenticated and delivered, and (3) the principal amount of
prior liem indebtedress being established es refundable will not exceed 60% of available net additions
(Section 2.01).

Issuance of Additional Bonds

Additional Bonds ranking equally and ratably with the New Bonds may be issued under the
Indenture, subject to the limitation that the aggregate principal amount of Bonds at any one time
outstanding sha'l not exceed $1,000,000,000. Such additional Bonds may be authenticated and delivered
(1) to an aggregate principal amount not exceeding 60% of avuilable net additions (Section 5.04), (2)
against the deposit of cash with the Trustee (Section 5.05), and (3) against the retirement of Bonds
and/or refundable indebtedness (Section £.06). Cash deposited with the Trustee pursuant to (2) above
may be withdrawn to the extent of 60% of available net additions or 1009% of available retirements of

Bonds, or refundable indebtedness (Sections 8.02 and 803). The New Bonds will be issued against
aveslable net additions.

At Decemher 31, 1973 the Company had approximately $224,250,000 of available net additions,
entitliag it to issue $134,550,000 principal amount of Bonds on the basis of ovailable net additions and
none on the basis of retirement of Bonds or refundable indebtedness.

As a condition to the authentication and delivery of additional Bonds, except against retiremants of
Bonds or refundable indebtedness in certain cases, net earmings ovailable for interest for twelve consecu-
tive months out of the preceding fifteen months must have been at least twice the aggregate amount of

the annual interest charges upon the outstanding Donds, the Bonds then applied for, and any indebtedness
t0 be outstanding secured by prior liens (Section 1.09).
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Release and Substitution of Property

Properties subject to the lien of the Indenture may be released against (1) the deposit of cash or
(within certain limits) purchase money obligations and, in certain cases, governmental or municipal
obligations (Section 7.04); (2) the deposit of the proceeds under a prior lien; (1) available net sdditions;
and (4) available retirements of Bonds or refundoble indebtedness (Section 7.06\. No prior notice to
bondholders is required in connection with releases but subsequent reports are required in certain cases
(Section 11,04). In the event of the sale, taking or release of substantially all of the bondable property
of the Company not subject to any non-refundable prior lien, the proceeds must be applied to the purchase
or redemption of Bonds or refundable indebtedness (Section B.O1).

vovenant as to Dividends, Etc.

So long as any of the New Bonds remain outstanding, the Company wil' not declare any dividend
(other than dividends payable in Common Stock of the Company) on any shares of its Common Stock,
unless such dividend is declared to be payvable within 60 days after the date of declaration thereof, and
further, it will not (a) declare any such dividend or make any other distribution on anyv shares of its
Common Stock, or (b) purchase or otherwise retire for a consideration (other than in exchange for o
from the proceeds of other shares of capital stock of the “ompany) any shares of its Common Stock,
if the aggregate amount so declared, distributed or expended after December 31, 1945, would exceed the
aggregate of the net income of the Company available for ditndends om its Common Stock accumulated
after Decemnber 31, 1945, to and including a date not earlier than the end of the second calendar month
preceding the date of declaration in the case of a dividend and the date of payment in any other case,

plus the sum of $378,000. (Section 9.10. Also Section 1.07 of the Thirty-second Supplemental
Indenture.) ;

Trustee

.

The Indenture provides that if the Trustee acquires a conflicting interest, as defined, it must eliminate
such conflict or resign, and in certain cases it is requested to share the benefit of payments received as a
creditor after the beginning of the fourth month prior to a default. (Sections 15.13 and 15.14.) The
Company maintains deposit accounts with and from time to time borrows funds from the Trustee. The
holders of a majority of the aggregate principal amount of the Bonds may require the Trustee to take
certain action under the Indenture, including the enforcement of the lien thereof. Before acting, among
other conditions, the Trustee may require indemnification satisfactory to it and its counsel (Section 12 20)

Defaults

An event of default is defined as: default in payment of principal; default for 30 days in payment
of interest; default for 60 days in satisfaction of sinking, improvement, maintenance, or replacement
fund obligations; default under the covenants, conditions and agreements on the part of the Company
in the Indenture for 90 days after notice by the Trustee or the hoiders of 15% of the aggregate principal
amount of the outstanding Bonds; and certain events in bankruptcy, insoivency, receivership or reorgani-
gation proceedings (Section 12N1). The Company is required to deliver to the Trustee each year an

officers’ certificate stating whether or not, to the best of the knowledge of the signers, any default exists
( Section 9.17).

Modification or Amendment of Indenture

The Indenture and the rights and obligations of the Company and the holders of the Bonds and
coupons may be modified with the consent of the holders of not less than 75% in principal amount of the
outstanding Bonds, including not less than 60% of cach series affected, but no such modification shall
(1) extend the maturity of any of the Bonds or reduce the rate or extend the time of payment of interest
thereon or reduce the amount of principal thereof, or reduce any premium payable on the redemption
thereof, without the consent of the holder of each Bond affected; or (2) permit the creation of any lien,
not otherwise permitted, prior to or on a parity with the lien of "he Indenture, without the consent of the
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holders of all of the Bonds then outstanding; or (3) reduce the percentage of holders of Bonde required
to approve any such supplemental indenture, without the consent of the holders of all of the Bonds thex
outstanding ( Sections 18.02-18.06).

Redemption Provisions

The New Bonds will be redeernable at the option of the Company as a whole at any time or in part
from time to time upon thirty days' notice, at the applicable redemption price set forth below, with
interest accrued to the redemption date; provided that no New Bonds shall be redeemed at the Regular
Redemption Prices prior to March 1, 1979 with borrowed funds, or in anticipation of funds to be
borrowed, having an effective interest zost (calculated in accordance with generally accepted financing
practices) of less than 8.625% per annum. The Regular Redemption Prices apply to all redemptions
except in the following cases to which the Special Redemption Prices are applicable: (a) redemptions for
the Sinking and Improvement Fund for the New Bonds, (b) redemptions by application of cash in the
Maintenance and Replacement Fund or from certain other moneys held under the Indenture (consisting
chiefly of release, condemnation award, and insurance moneys), and (¢) redemptions within 12 months
after the acquisition of a majority of the Company's Common Stock by a governmental or cooperative
entity. If at the time notice of redemption is given (except sinking fund redemptions) the redemption
moneys are not on Jeposit with the Trustee, the redemption may be made subject to receipt by the
Trustee of such redemption moneys prior to the date designated for redemption and the notice thereof
shall be of no effect unless such moneys are so received. (Article Ten. Also Section 1.02 of the
Thirty-second Supplemental Indenture,)

See also “Release and Substitution of Property”,

Rederption Prices of New Bonds

The redemption prices The redamption prices
are as lollows: are as fellows:

Heguniar Special Regular Special

it Red ¥ Redempuion Redemption
Price (%) FPries (%) 1 Priee (%) Prioe (%)

108.63 100.06 . 104.17 100.05
108.33 100.06 103.87 100.05
108.04 " 10006 C 103.57 100.04
107.74 100.06 103.28 100.04
107 44 100.06 e A GEe 14 102.98 100.04
107.14 100.06 £ AR 102.68 100.04
106.85 10.06 i . 102.38 100.04
106.55 100.05 : 102.09 100.03
106.25 100.08 b S A TR 101.79 100.03
105.95 100.05 St o A 101.49 100.03
105.66 100.05 , : wr 101.19 100.02
105.36 100.05 . : 100,90 100.02
105.96 100.05 : 100.60 100.02
104.76 100.05 DR 06 4o 100.30 100.01
104 .47 100.05 A e 100.00 100.00
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholders of
Gurr Statis Uriumies CoMPANY:

We have examined the balance sheet of Gurr Staves UriLities Company as of December 31, 1973
and the related statements of income (page 12), retained earnings and changes in financial position for
the years 1969 through 1973. Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considertd necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of
Gulf States Utilities Cotapany at December 31, 1973, and the results of its operations and changes in
financial position for the years 1969 through 1973, in conformity with generaly accepted accounting
principles applied on a consistent basis.

COOPERS & LYBRAND

Houston, Texas
February 6, 1974
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GULF STATES UTILITIES COMPANY

BALANCE SHEET

ASSETS
Dacember 31, 1073

Utility and other plant (including intangibles) at original cost:
Electric wtility plant ........... B sessasssssescss  $1,154,380238
52,770,534

19,488 263 $1,225,639,052
Less: Accumulated provision for depreciation (Note A) ... 292977 238

Total plant less accumulated provision for
depreciation 933,661,797

Construction work in progress, at cost 154 046,224

Total utility and other plant ........ 1,087,708,021

Other property and investments:

Investment in and advances to subsidiary compam at equity
(Note A) : 20,837,376

Other property and investments, at cost 1,020,125
Total other property and investments 21,977,501

Current assets:
Cash (Note B) ... 3,801,388
Special deposits . . .. : 355,134
Accounts receivable:
28,922,504
2,077,078
Less: Accumulated provision for uncollectibles 411,531 30,588,051

Materials and supplies wncludmg construction materials)
averaje cost ... 5,886,551

Fuel stock . . . .. 0,035,107
Fuel prepayments ....... : . A 359,172
Other prepayrents 1,388,209

Total current assets . . . s AR 31,413,612

———

Deferred debits

Unamortized debt discuunt and expense (Note Ay ........ 1,275,030

Other 1,341,072

Total deferred dubits . : o 2,616,102

$1,1€ »3' 05,236

The accompanying notes are an integral part of the financial statements
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GULF STATES UTILITIES COMPANY

BALANCE SHEET

LIABILITIES
Oecember 31, 1973

Capitalization:
wapital stork and retained earnings:
Common stock. without par value (Note C) $ 187,579,725
Retained earnings (Note D) 154,555,840 $ 342,135,565
Pretarred stock ( Note C) ee 117,500,000
Premium on preferred stock (Note C) 655,236
Total capital stock and retained earnings 460,290,801
Long-term debt (Note E):
First morigage bonds i 515 000,000
SPRUREINIED o 00000t 00s0asssinenstesssssnsasoss oo 10,125,000 §29,125,000
Total capitalization ...... . 989,415 80)
Current liabilities:

Debentures, due within one year, less amount acquired for
sinking fund purposes (Note E) ......covviiiinniiinns

Notes payable (unsecured):
Bank (Note B) 21,962,500

20 482 4 22 42,444 922
18,981 685

2,746,178

sreseat IR NY 6,117,274
T T (e A SR iy LS DRSSk AR 8,530,485
785,526
3,977,531
83,887 599

Accounts payable, trade
Customers’ deposits .............. AT s Seusbnes TP,
TUBES B i sinviasiinasviabvinnanes

PRYIOU S0P +sov nisvnisinnrisninnes
Other .

Deferred credits:
Unamortized premium on debt (Note A)
Investment tax credit (Note A) ....vvvvvvvrnnnininns &

1,093,773
19,689,033
292,095
21,074,901

T 3831
63,716, 650

Total deferred credits
Operating reserves
Contributions in aid of construction .
Accumulated deferred income taxes (Note A)
Commitments (Note F)

$1,163,695,236
The accompanying notes are an integral part of the financial statements.
A
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GULF STATES UTILITIES COMPANY

STATEMENTS OF RETAINED EARNINGS

Years Ended December 31,

1973
=ginn { nod. as
m}?&m“ Py m, §139,354,411

Less: Cumulative effect of change to
equity method of secounting for in-
vestments (See Note (J) to ﬁmr
ments of lnme) 143,706

1972

$125,405,946

1971

$115,489,920

1870

—

$103,306,168

1968

$ 93,557,123

Balence, beginning of peried, as mntd 139,210,705

50,177,196

125,405,946

45,167,636

115,489,929

39,009,238

103,366,168

38,998,410

93,557,113

34.711.523

189,387,901

170,573,582

154,499,167

142,364 578

128,268,656

Preferred stock (at annual rates in-
dicated below) :

$440 dividend .................

$4.50 di 225,000
§4.40 dividend—1940 series. .. 264,000
$4.20 divi 294,000
$44 divi 222,000
$5.00 di 375,000
$4.52 divi 452,000
$6.08 di 1,216,000
$7.56 dividend ..o..civiiiiininan 2,646,000

28,102,061

264,000
294,000
222,000
73,000
308,000
452,000
=16,000
563,950
26,569,221

528,000
225,000
264,000
204,000
222,000
375,000
508,000
452,000
1,216,000

25,009,22:

528,000
225,000
264,007
294 w0
222,000
375,000
508,000
452,000
1,216,000

2,740,381

£28,000
264,000
264,000
222,000
373,000
308.000
452,000
1,216,000

20,818,488

34.,832,00]

31,219,171

29,093.22

26,874,649

24,902 488

Balance, end of period (Note D) .......  $154,535,840

$139,354,411

$125,405 946

=== ——

$115,489,920

The accompanying no‘es are an integral part of the financial statemen:s
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GULF §' & '« LIl -, COMPANY
STATEMENTS (' * .* . IN FINANCIAL POSITION
Years Ended December 31,
1973 1972 1871 1970 1969
u ' Funds (resn Operations :
; Net Income (a) ..... \ $ 50,177,196 § 45167636 § 30009238 § 38998410 § 34.711523

Items not affecting wlmt mpml

; NDISRIINN. 4vvoenhsbnnnassntnsionsis 35,783,667 33,606,217 29,905,528 25,801,337 23,275,653
a1 Amortizaticn of loss on sale of property 135,613 342,449
g =l Defesred Federal income tax—-net ..... 6,494 404 £.777.741 4,921,760 4660452 4,183,722
Deferred State income tax—net ....... 206,024 277,338 74,503
Investment tax eredit—net ............ 572,783 1,282,734 1,406,237 3,182,470 2,153,434
Common stock ‘qmtyu:ndmm of
:Pmcttun im m ......... ﬂ(fﬂ' (5,590,084 (%,536,995) (4,208,574)  (5.28).048) (3,740,457)
Funds from operations ............ 87644030 BOSI4668 71168701 6740523 61,126,324
Financing
First mortgage bonds . ...........co000nn 50,000,000 35,000,000 60,000,000 50,000,000
Preferred stock . ...covvvviveririnns i 35,054 985
Common stock R A = e e 40,280,000 28,217,000
Notes payable = Bo1 (30,796,362) 60,255,710  (29,000,688Y (17,220445) 26,311,188
[ncrease in other—net (bl ; e 9,102,788 8,365 M2 5,328,919 6,607,187 4,245.75%)
Total funds provided . $115950453 $193,251,305 $122776932 $145008976 $141,683,263
Funds for: o
L I Gross plant additions (a) cevearene 9107233919  B111314404  $ 91094125  $110,306,364  $123.327953
RN & vvaevnassennkadbineskainbony 34 832061 31,219,171 29,003,221 26,824 381 24 902 488
Pstirement of long-term debt . ........... 375,000 375,000 375,000 375,000 375,000
Investment in and advances to luhudnry
COMPANY .......... 18,354,827 2,482,549
Temporary cash ‘uwmu ............ (47 500,000) 47,900,009
112895807 193,291,134 121462346 137795745 148605441
Increase (decrease) in morl:in( cuinl 2
IR DRI «osissanininntrassastostes 3,054, 646 (39,R29) 1,314,586 7,303,231 (6,922,178)
Total funds used ................. $115.950453 $191.251.305 $122776932 R145008976 $14] 683263
=T rTITr T U TI = Aot i i)
Increase (decrease) in working capital
(excluding notes payable) :
Accounts receivable ... ...... >t $ 6144319 § 5305391 § (630462) § 256509 § 2129606
T T PN . 1,096,784 (610,558) 116,436 599,810 (142,1%)
T s S R S a el 7.797.117 (678,347) 1,529,693 518 (3,786)
Fuel prepayments ............... " (32,652) 391,824
Other prepayments ................00 (88,433) (775.3%) 85,700 160 488 404,503
Accounts payable ............cc000inns (7,715,558)  (2,032,621) 1,286 864 (1,795644)  (1,400,864)
R (796,994 (472,639) 1,074,371 5730833 (4,747,320)
Accrued interest ................. (1,769,518) (20,838) (468,670)  (1,312419)  (1,298.579)
OBt ..oiioiciirnsaisaisrisinass (1,577419)  (1,146705) . (1,679,355) 1,345,549  (1,863,634)

$ 20540646 8 (30829) § 1314586 $ 7303231 $ (6922.178)
=TSmO —————— e ——

P —

(a) Includes allowance for funds used during construction. See Note 4 to Statements of Income.
(b) Includes common stock equity component of allowance for funds used during construction.

The accompanying notes are an integral part of the financial statements.
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GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS

(A) The major accounting policies of Gulf States Utilities Company are outlined below. These
policies are presented to assist the reader in evaluating the financial statements and other data presented
in this prospectus.

The Accounting records of the Company are maintained in accordance with the Uniform System
of Accounts prescribed by the Federal Power Commission and the Louisiana Public Service Commission.

Utility and other plant is stated at original cost whun first dedicated to public service and the amounts
shown do not purport to represent reproduction costs or current value. Costs of repairs and minor
replacements are charged to expense as incurred. The recorded cost of depreciable utility plant retired
and cost of removal, less salvage, are charged to accumulated provision for depreciation

The capitalized cost of utility and other plant includes an allowance for the cost of funds used during
construction.

The provision for depreciation is computed using the s:raight-line method at rates which will
amortize the unrecovered cost of depreciable plant over the estimated remaining service life. The pro-
visions for depreciation for the years 1969 through 1973 were equivalent to average percentages of
depreciable plant as follows: Electric 3.2%, Steam Products 3.8% and Gas 2.9%.

The Company's investment 'n Varibus Corporation, a wholly-owned subsidiary, is accounted for on
the equity basis. See Note (3) to Statements of Income.

No specific provision has heen made for amortization of intangibles.

For income tax purposes, the Company has adopted accclerated methods of computing depreciation
for eligible property. Pursuant to regulatory comnission order, amounts equal to the reductions in
income taxes arising from the use of accelerated depreciation rather thau straight-line tax depreciation are
charged to income and concurrently credited to accumulated deferred income taxes. [Upon expiration
of the periods of tax deferment, the amounts accumulated are used to offset the provision for income
taxes in amounts equivalent to the related increases in such taxes.

Amounts equal to the reductions in Federal income taxes resulting from investment tax credits are
charged to income and concurrently credited to deferred credits. These credits are being amortized over
the estimated useful ufe of the related properties.

Unamortized premium, discount and expense on bonds and debentures are being amortized ratably
over the lives of the respective issues.

(B) At December 31, 197> the Company had agreements with several banks which terminate
December 31, 1974, providing for borrowing up to $31,080,000 at the prime commercial lenting rate in
cifeet from time to time without payment of a commitinent fee. The Company maintains nonsegregated
working cash balances which generally average, over the life of the agreements, approximately 10% of
the line of credit,

The weighted average interest rate uf the aggregate short-term borrowings at December 31, 1973,
087, For the 12 months ended December 31, 1973, the maximum aggregate short-term borrowings
outstanding at any one time (notes payable to banks and to holders of commercial paper) were
$73,300,000. The average monthly short-term borrowings during the period approximated $36,700,000
and the average interest cost was approximately 7.19%.. Average monthly short-term borrowings represent
the sum of the ending monthly borrowings outstanding divided by 12 and the average interest rate 1s

determined by dividing accrued interest during the year by this average.

was

C) Common Stock, without par value; authorized 40,000,000 shares; outstanding, 25,547,328
shares. The Company in November, 1971, sold 2,000000 additional shares for an aggregate of
$40,280,000; and in Februavy, 1970, sold 1,400,000 additional shares for an aggregate of 728,217,000,
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GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS—(Continued)

Preferred Stock, $100 par, cumulative; authorized 3,000,000 shares; outstanding 1,175,000 shares as
follows:

120,000 shares $4.40 dividend, entitled upon redemption to $108 per share .... § 12,000,000
50,000 shares $4.50 dividend, entitied upon redemption to $105 per share .. .. 5,000,000
60,000 shares $4.40 dividend, 1949 series, entitied upon redemption to 3103

P RO 49000008044 BRAERS 9D S IASD NGRS ST AT RSN h 0004 6,000,000

70,000 shares $4.20 dividend, entitled upon redemption to $102.818 per share .. 7,000,000
50,000 shares $4.44 dividend, entitled upon redemption to $103.75 per share .. §,000,000
75,000 shares $5.00 dividend, entitled upon redemption to $104.25 per share .. 7,500,000

100,000 shares $5.08 dividend, entitied upon redemption to $104.63 per share .. 10,000,000
100,000 shares $4.52 dividend, entitled upon redemption to $103.57 per share .. 10,000,000

200,000 shares $6.08 dividend, entitled upon redemruon to $105.34 per share
prior to July 1, 1977, and thereafter to $103.34 per share ..... .. 20,000,000

350,000 shares $7.56 dividend, entitled upon redemption to $108.36 per share
prior to September 1, 1977, then until September 1, 1982 tv $106.80
per share, then until qepttmber 1, 1987 to $103.80 per sharc and
thereafter to $101.80 per share

$117,500,000
' —_
In September, 1972, the Company sold 350,000 additional shares of $7.56 Dividend Preferred Stock
" for an aggregate of $35,054 985,

The redemption and liquidation prices ‘of all preferred stock issues, in the aggregate, were
$124 407,510 at December 31, 1973,

Premium on Preferred Stock increased $54,985 in September, 1972, as a result of the sale of 350,000
shares of $7.56 Dividend Preferred Stock, $100 par value.

No shares are reserved for officers and employees or for options, warrauts, conversions and other
rights.

(D) Certain limitations on the payment of cash dividends on common stock are contained in the
Company's Articles of Incorporation and indentures, the most restrictive presently being that contained
in the Articles of Incorporation which provides generally that no cash dividends shall be paid except out
of earnings accumulated after May 31, 1958, plus $28,262 988, provided, however, that such dividends
are limited to 75% of “available net income” if the “common stock equity” (excluding premium on
preferred stock) falls below 259 of “total capitalization"” (excluding premium on preferred stock).
Under this provision, retained earnings unrestricted as to cash dividends on common stock amounted

to $112,320,591 at December 31, 1973,

(E) First mortgage bonds comprise:
254% Series, due May 1, 1976 (excluding $1,000,000 in treasury) ...
3 9% Series, due April 1, 1978
2349 Series, due December 1, 1979 A .
234% Series, due June 1, 1980 ......... cviiiiiiinniirraans :
3349 Series, due November |, 1981
J14% Series, due December 1, 1982
33% Series due December 1, 1933
414% Series, due September 1, 1986
424% Series, due October 1, 1987
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GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS-—(Continued)

4 % Series, due May 1, 1988 . ... ccvvinivinennsnsnnanannninns $ 20,000,000
43% % Series, due January 1, 1989 ... ..ot 10,000,000

514% Series A, due December 1, 1989 ... .. ... .ciiiininnrinnnnns 16,000,000

ST Doratn 00 T L SO0 s v ioves s osarininssendes w.. 17,000,000

434% Series, due May 1, 1992 ............ PESF b7 e e e 17,000,000

5 9p Series, duc January 1, 1996 ........... P ORI LT oT i 20,000,000

534% Series, due February 1, 1997 ........ ... SR R TSR 35,000,000

654% Series, due February 101998 ... ..o iiiiiiiiiinianninnnns 25,000,000

634 % Series A, due COARIEE s M o o o3 v Vs s a vy An ks Ha 9 anawius 40,000,000

7% % Series, due March 1, 1999 .. .. .. iiiiiiiiiiiiiiins 25,000,000

B14% Series A, due September 1, 1999 . ... iiiiiiiiiiiiiniiiieins 25,000,000

8149% Series, due February 1, 2000 .......ccvvvviicivnsnsaninnsns 30,000,000

774% Series A, due December 1, 2000 ......covinivnnniininniiens 30,000,000

N 714% Series, due November 1, 2001 ........ccovviininranis 35,000,000
814% Series, due August 1, 2003 ......coovriiinninirssinnsersis 50,000,000

$519,000,000

SoToIT ST

the Company's mortgage contains sinking fund provisions which require generally that the Company
make semi-annual cash deposits with the Trustee equivalent to 14 of 1% of the greatest aggregate principal
amount of the 1976 Series Bonds authenticated and delivered and annual cash deposits cqual to 1.2% of
the greatest aggregate principal amount of bonds subsequently zuthenticated and delivered; or in lieu
thereof in each instance, to apply property additions or reacquired bonds to that purpose. The Company

has satisfied the mortgage requirements in past years by certifying to the Trustee “available net additions”
and plans to continue such practice.

The debentures bear interest at 434% and are due October 1, 1981, The trust indenture requires
annual redemption for sinking fund purposes of $375,000 principal amount through 1980,

Aggregate sinking fund requirements of bonds and debentures outstanding, for each of the five
years subsequent to December 31, 1973, are as follows:

................................. $6,488,000
L R e U T L W S 6,559,000
0 P e R A e e B D g 4,279,000
BIRT: i F A P SN AR 01 N RSN 6,279,000
L e P e e Pt ey ot 6,135,000

The Company's 234% Series of First Mortgage Bonds amounting to $28,000,000 are due May 1,

1676 and the Company's 3% Series of First Mortgage Bonds amounting to $12,000,000 are due April 1,
1978.

(F) The construction program involves expenditures of approximately $174,000,000 in 1974, See

“Construction Program”. In that connection, the Company has incurred substantial commitments for
equipment.

See “Dusiness—Future Generating Plants” for a description of recent commitments to purchase
coal and uranium concentrates.

28
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GULF STATES UTILITIES COMPANY

- NOTES TO FINANCIAL STATEMENTS—(Continued)

(G) The Company has a contributory pension plan covering all employees between the ages ol 30
and 65 years who have had one year of continuous service. The Company's policy is to fund pension
cost accrued. Since 1969 the aggregate cost actuarial method of funding the plan has been used. Under
this method, unfunded past service cost is not separately identified.

Cost of the plan charged to income and to construction and other accounts for the vears 1969-1973
are as follows:
Years Ended December 31,

1973 1972 1971 1970 1969

Charged to income ....... ; $1,146 831 $1,25544] $1,277,183 $1,205,039 $1,019,906
Charged to construction and other accounts 487,396 531,064 « 509733 469,060 448 RO7

Total .. : . 81604227 $1,786,505 $1.816918 $1.674110 $1.468 803
— pes =]

- menIm _

(H) SUupPLEMENTARY PROFIT AND Loss INFORMATION:

The amounts of maintenance, repairs and depreciation, other than those shown in the statements oi
income, and the amounts of royalties, advertising costs, and research and development costs have been
omitted as each is less than one percent of totai revenue and sales. Taxes, other than federal and state
income taxes, are set forth by classes as follows:

Years Ended December 31,
1973 1972 1971 1970 1969

Rzal estate and property ok $ 8,606,041 $ 9,030,7 $ B,548 265 $ 7877807 % 7.678.803
Gross receipts 5,537,941 4,311,855 3,908,805 3,524 568 3,299,145
1,281,769 972.098 872,905 708,979 717 462

B36,77% 743,150 605,042 b dbd 801,111

1,875,354 2,159,121 844,637 580,047 232,640

$18,227880 $17,216,957 §14,860,655  $13335865  $12819,163

Taxés, other than income, were also charged
to various other accounts (stores and
-ansportation expense clearing, construc-
tion, etc.) in the amounts of . $160442 § B0BAZ2 § 65884 $ AHI4B838 § 4R7 7N

———————— 4 e et p e e ———

Rents charged to income* K $ 1,764,255 $ 1803787 $ 1774609 § 1764774 $ 1.308 044

B _—= e —_——— s

* The Company's lease agreements at December 31, 1973 generally do not contain options to extend the
lease terms or to purchase the leased properties. The present value, as of Dece'~“er 31, 1973, of
minimum lease commitments is less than five percent of long-term debt and shareholders’ equity. The
effect on net income if all financing leases were to be capitalized is less than three peicent of the
average net income for the most recent three years and therefore is not significant.
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PURCHASERS OF THE NEW BONDS

‘The Purchasers named below have severally agreed to purchase from the Company, in accordance with the
Bond Purchase Contract, the principal amounts of New Bonds set forth below opposite their respective names.
Principal

Namo Address Amount

The First Boston Corporation , 20 Exchange Place, New York, N. Y 10005 $10,000,000
Salomon Brothers .. One New York Plaza, New York, N. Y. 10004 10,950,000
Blyth Eastman Dilion & Co Incorporated .. One Chase Manhattan Plaza, New York, N. Y. 10005 4,000,000
Dillon, Read & Co. Ine. ........oooenviine b 46 William Street, New York, N Y. 10005 10,000,000
Hayden Stone Inc. . U7 D _ 767 Fifth Avenue, New York, N. Y 10022 3,500,000
W. E. Hutton & Co ks SRates o 14 Wall Street, New York, N Y. 10005 3,500,000
SoCen-Swiss International Corporation A : i 100 Wall Street, New York, N Y. 10005 3,500,000
Thomson & McKinnon Auchincloss Kohimeyer Inc. Two Broadway, New York, N. Y. 10004 3,500,000
Wood, Struthers & Winthrop Inc s 20 Exchange Place, New York, N. Y. 10005 3,500,000
A E Ames & Co Incorporated ‘h 2 Wall Street, New York, N. Y 10008 1,800,000
Nomura Securities International, Inc NN . 100 Wall Streer, New York, N. Y 10003 1,500,000
Wood Gundy Incorporated : . 100 Wall Street, New York, N. Y. 10005 1,500,000
Stone & Youngberg . .. One California Street, San Francisco, California %4111 750,000
Beettcher & Company 5 828 Seventeenth Street, Denver, Colorndo 80202 500,000
Yoward, Weil, Labouisse, Friedrichs Incorporated 211 Caromdlelet Street, New Orleans, Louisiana 70130 500,000
McCormick & Co., Incorporated Two First National Plaza, Chicago, 1llinois 60670 500,000
Suplee-Mosley Inc 1700 Market Street, Philadelphia, Pennsylvania 19103 £00,000
Scharfl & Jones, Inc : 330 One Shell Square, New Orleans, Louisiana 70152 300,000

Total $60,000,000

The Company has agreed to indemnify the several Purchasers against certain liabilities, including certain
liabilities under the Securities Act of 1933

Ll

The Company has been advised by the Purchasers through their Representatives, The First Boston Corporation,

Salomon Drothers, Blyth Eastman Dillon & Co. Incorporated and Dillon, Read & Co. Ine,, as follows

The Purchasers propose to make a public offering of the New Bonds at the public offering price set forth
on the cover page of the Prospectus. The Purchasers may allow to certain dealers a concession from the public
offering price of '4 of 15 of the principal amount. The Purchasers may allow and such dealers may reallow

a discount of 4 of 19 to certain other dealers. After the initial public offering, the public offering price and
concessions may be changed

The Purchasers are obligated to purchase all of the New Bonds if any are purchased. However, under certain
circumstances involving defaults by Purchasers, less than all of the New DBonds may be purchaserl

Gulf States Utilities Company Annual Report (1973) Published by AsbestosClaims.Law
ACL Doc 25287 - Page 54 of 155 asbestosclaims.law/library/25287/54


https://asbestosclaims.law/library/25287/54

LEGAL OPINIONS

The legality of the New Bonds will be passed on by Messrs. Orgain, Bell & Tucker, Beaumont,
Texas, counsel for the Company and by Messrs. Beekman & Bogue, Five Hanover Square, New York,
N. Y., counsel for the Purchasers. All matters pertaining to conformity to Texas laws, franchises,
titles to property and the lien of the Indenture in Texas will be passed on only by Messrs, Orgain, Bell
' & Tucker. All matters pertaining to conformity to Louisiana laws, to franchises, titles to property and
! the'lien ot the Indenture in Louisiana east of the Atchafalaya River will be passed on only by Messrs,

Taylor, Porter, Brooks & Phillips, Baton Rouge, Louisiana. All matters pertaining to franchises, titles

to property and the lien of the Indenture in Louisiana west of the Atchafalaya River will be passed on
- only by Messrs. Stockwell, St. Dizier, Sievert & Viceellio, Lake Charics, Louisiana. Partners and
associates of Messrs. Orgain, Bell & Tucker, Messrs. Taylor, Porter, Brooks & Phillips and Messrs.
N Stockwell, St. Dizier, Sievert & Viceellio beneficially own, respectively 12,913 shares of Common Stock
and 3 shares of Preferred Stock of the Company; 1,200 shares of Common Stock and 100 shares of
Preferred Stock of the Company; and 300 shares of Common Stock of the Company

EXPERTS

The financial statements which appear in the Prospectus and in the Registration Statement have
. been examined by Coopers & Lybrand, independent certified public accountants, to the extent indicated i
by their report. Such financial statements have been included in reliance upon such report of said firm |
and upon the authority of said firm as experts in accounting and auditing

The statements of legal conclusions made herein under “Regulation” and “Description of New
Bonds” have been prepared or reviewed (a) as to all matters, except those governed by the laws of
Louisiana, by Messrs. Orgain, Bell & Tucker, (b) as to all matters under ““Security” under “Description
of New Bonds" insofar as the same relate to properties of the Company in Louisiana west of the
Atchafalaya River, by Messrs. Stockwell, St. Dizier, Sievert & Viccellio, and (¢) as to all other matters
governed by the laws of Louisiana, by Messrs. Taylor, Porter, Brooks & Phillips, all counsel for the
Company. All such statéments are, as to matters of law, made on the authority of said respective counsel

as experts.
GULF STATES UTILITIES COMPANY,
By F. R. Smirw,
Chairman of the Board of Directors
31
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Mo dealer, salesmen or any olher person has been
suthorized to give any inlormation or o make any
fepresentations, olhar than those conlained in this
Progpacius, in connection with the ofler contained
herein and, il given or made, such information or
represantations must nol de relied upon as having
bean auihorized. This Prospactus does not constilule
&n offer to sell, or a solicitation of an ofier to buy, the
securities offered hereby in any clale o any person
to whom it is uniawful 1o make such an offer or solici-
tation. Meither the delivery of thia Prospecilus nor any
cale made hersunder shall, under any circumsiances,
create an implication that informalion herein is correct
as of any time subsequant to its date.

Gulf States Utilities Company Annual Report (1973)

Published by AsbestosClaims.Law
ACL Doc 25287 - Page 56 of 155

asbestosclaims.law/library/25287/56


https://asbestosclaims.law/library/25287/56

e

R

12374

made avalable &t tranemrisgion or subtrans-
misioh ToI'afe Y one entiiy to another
() “Erilty” means person, o pritele of
publie corpcration. & municipality, 8 coopets
LIVE, DL AJACCIATION, B JOUNT FLOCK A450C:2%100
or bus.ness trust owning, operating, of proe-
POSInE 10 09N of operate equipment or facl.
ities for Lhe generation. tranimission or dis-
tribution of sisctricity: Provided, That, ex-
cept for munizipalities or rural electiric co-

operatite, “entiity” 18 Tesiricied W thoms .

which are or will be public utlities under
the laws of tho state In which the entity
**rnaacts or will trantact business or under

« Foderel Power Act, and are or wil be
- under a contract or
ate schedule on file wit™ and subject to the
Tegulation of o siate reyulatory commussion
or the Federa) Power Commission,

(d) "Cost” means any cperating snd main.
tenance expenses involved togeiher with
a0y OWTersnip costs which are reasonably al.
locable Vw0 the transpction consistent with
industry practices No value shall be Included
for loss of revenues from sale of power at
aholosale or retall by one party 10 & curtomer
which another pariy might otherwise serve,
Cost shall Include a reatonable return on
Anplicant's Investment, The sale of s portion
of the capacity of s generating unit saall be
wpon the tasis of a rate that will recover w
ihe seller the pro rais part of the fixad
cotls and operauing and malniepanoe axs
penses of the urnit: Provuded, That, o elr-
cumstances in which Applicant and one or
more entities In the Southeastern Michigan
ares ke ah undivided interest in & unit in
{ee, gonsiruction costs end operaiion and
maintenance expenses shall be pald pro rata.

2. (s) Applicant shall interconnect with,
and coord.nate reserves by means of the sale
and purchase of emergencr and, or scueduled
maiptenance bulk power with, any eatisy
(les) In the Souiheastern Jlichifan area ene

Esging in or proposing to enguge i electric

bulk power supply cn terms that wil srovide
for Applicant's costs in cosnection wherewith
and aliow the other pariyiler) full access W
the benelts of reserve coordingiiom

(b) Emergency service and ‘or scheduled
mointenance service Lo be provided by each
party shall be furnished to the fullest ex-
tent avaliable from the supplying party and
desired by the party i need. Appiicant and
each pariviies) shall provide to ihe other
emergency service and or scheduled malne
lenonce service U ond whe avsilable from
ita own generation and froa generation of
caners 1o the extent it can do so without ime
palriug service Lo it customers inciuding
oiher alectric systena to whom it has firm
commitments

(€) Applicant and the other pariyiles) to
& rozerve sharing srrongement shall from
time o time jolntly eswudlish the minimum
Teserves o be ilnsalied ond or provided
under controciual ATALJEMENIS 6% DECOSSArY
o maintain lu tolal a reserve margin suf-
Clent to provide adequate reliabllity of power
supply w the interconnected systems of the
pariles If Applicant plans 118 reserve margin
Wwith other Alichigan companies, the reserves
tolntly established hereunder shall be on the
same basls. Unless otherwite agreed upon,
minimum reserves shall be cniculated as o
percentage of estin.a'ed peak load responsi-
bllity. Ko party to the Arrangement shall be
required 0 maintaln greater reserves than
the percenivze of ila estimated peak load
responsiblii'y which results from the afores
Sald caleulation, provided that, i the reserve
requiriments of Applicant are increased over
he amount Applicant vould be required 1o
moLinin witheus such interconnestion, then
\he other partres) sha!l Se reguired to
Carry or provide for a3 it (WC1r) reserves the
Tull ameunt (o kllowatts of such increase
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(d) The pariles to such reserve sharing
arrangemient shall provide such amounss of
operaluiy Feferve Capacity as ay be ade-
QUATe 0 atod the !mposition of unreasobe
Slle Gemeids on ihe other in meeting the
normal contingencies of operaling 1 system.
However, In no sircumsnances shill the one
fruiing reserve requirements exceed ke lu-
slalled reserve requirement

t¢) loterconnections will hot be lknited
o low voltages when higher voltages are
evaliable from Applicant's installed facliities
i8 the ares where iDterconnection is desired,
when the proposed arrangement 18 found W0
be technically and economically feasible
Control and telemeotoring facilities shall be
provided as recuired for safe and prudent
operstion of the interconnected systems.

(f) Interconuection and ecoordination
afreemenia shall not embody any restricuve
Provisions perialning to Inter-systom coordis
nation. Good industry practice as developed
in the ares from time W time (U pobe
restriciive) will satiafly this provision.

3. Applieant will pall bulk power from new
feneTaling capacity planned or under con-
Struction Gt 16 cofts o or purchase bulk
power frozn any other entity(ies) in the

Southeastern Alichigsn ares engaging in or

proposing o eopage io generstion of electrie
power when such transactions would serve
to reduce the overall costs of new bulk powar
Supply for itself or for the other party(iea)
0 the transaction. This refers specifically to
the opporiunity to coordinate in the plan-
ning of new generstion, transmigsion and fo-
lated faclities. This provision ghsl not be
conatrued 1o requ.re Applicauat Lo purchase or
sell bulk power U it finds such purchass or
sale infecsible or {us costs lu connection with
such purchase or sale would excoed Its bene-
fits therefrom..

4. Applicant ond any cuccemor im title
shall ofer an opportunity o participate In
the Oreenwood Nuclear Units 2 and 3 w any
entity lo Southesstern Alichigan which al all
indicate i interest therein prior to June 30,
1974 and shall eoffer an opportunity o
participate in any nuciear generating unit(s)
which they or either of them may construet.
oW &nd operate In the Suate of Michigen,
severally or jointly, during the wrm of the
instant lcanse, or ANy exiension or rensowl
ihereo!. 10 aDy entity(ias) io the Bouthesst-
ern Alichigan sres by either & ressonable
Ownership (nterest In such unit(s), or by o
contraciual right % purchase a roeesoDable
portion of the output of such unit(s) et the
cost thereaf LY the antity(iss) 8o elects. Buch
notice of Intention 1o participate in future
Units must be given o Applicant in writing
prior to the placement of orders for major
equipment. In connection oith such accets,
Applicant will also offer transmission service
as may be required for delivery of such posmr
1o such extiiyiles) on & basis that will fully
compensate Applicant for {ts eoet.

8. (s) Applicant ghall fecllitate the oz«
c¢hange of bulk power by tranimission over
Ia tanamizsion facilities between or among
two or more entitles In the Southesstern
Alichigan ares with which 1t i3 intercon.
nected; ond between ADY such entity(les)
aAnd any entity les) engeging in bulk power
Supply outside the Southeastern Aichigan
ores between whose facilities Applicant's

Aransmission lines and other transmissior

lines would form & continuous electrical
path: Provided. That (1) permistion to uti«
Iize suth othier transmisiion lines Lias been
odtuined: (2) Prociced, That the reliability
of Applicant’'s buld power svstem 8 not
thereby impaired, and (2) the arrangements
reasonably ean be sccommodated froru e
funcuional and technical mandpoint. Such
lrardmission sball be on terms that fully

e,
i

T St g s T R e

e el T TR R ————

S Sl . ’

compensste Appl.cant st spplicadbie Llco
TAleE. AnY entily i9s) requesting sueh wrars.
mission arrangements shall give reascnat.e
GOvance moce of 118 (1heir) schedue azd
requiremenia. (The foregoing APDLies 10 ALY
SRty (les) to which Applicant a7 be L.
con: ected In the future &y weil a5 Laose %0
which It U now 1ntercornected )

(b) Applieant shal inelude In i3 planning
and eonstruction program 5% clent tracss-
MUsIOn capacity a8 required for the transnc-
tnng referred Lo In Bubparagreph (8) of this
Paragrepk: Provided, That anv entty(ies)
it the Southeastern Mlchigan ares give Ap-
plicant sufclent advance notite as may be
hecewsary to accommodate ts (thelr) re-
Quirements from o functional ang techn:=='
standpoint and that guch ent *viies) Tu. -
compensate Applicant for 1w e.s: Applisac:
Shall not be required 10 consi~uct traLEm .
elon focilities which will be of 2o demosn-
strable present or future benef: ‘o Appucan:

€. Applecant will sell pover at app.cadle
fllad rates for resals to any entitr.ies) In ihe
Boutheastern Alichigan area now on garing in
OF propoeing to engigle Lo retall disimtution
of slectric power,

7. The foregoing eonditions r>all be im-
plementad in & manner consistest with the
provisions of the Pederal Pover Agt ard
Michigan Public Act 108 of 1400 as theres er
amended snd all rates, charges or practices
in connecticn therewith are 1o be nbjeet W
‘the approval of regulatory Ageocies having
jurisdiction over them.

{FR Doc T4-7838 Fled ¢-4-74.0 45 am |

|Docket Nos. 50-458A, 504584

GULF STATES UTILITILS CO.
Notice of Receipt of Attorney Generzl's
Advica and Time for Fiing of Fetitions

To Intervens on Antitrust hatters

The Commissicn has received, pureus-
ant to section 105¢. of the Atomie Energ>
Act ol 1654, as amendaa a letter of ad-
vice from the Attorney Gomeral of the
United States, dated March 23, 1974, &
eopy of which is attached as Apperdix A

Any person whose interest =ay be o’
fected by this proceecing mas. pursuant
to §2.714 of the Commizsion's rules of
practice, 10 CFR Part 2, file o petition for
leave to intervene and requert g hearing
on the antitrust aspects of the applica-
tion. Petitions for leave to intervene avd
requests or hearing shall he filed by
May 6, 1974, either (1) by delivery to
the AEC Pubiic Document Rocm at 1717
H Btreet NW,, Washington, D.C.. or (2)
by mail or telegram addre:sed to the
Becretary, US. Atomic Energr Comuis-
sion, Washington, D.C. 20345. Attn:
Chief, Public Proceedings Branch,

For the Atomic Energy Commission.

ABRARAM Brumaw,
Chief, Office of Antiirust & In-
demnity, Directorete of Li-

censing.
ArPENDIN A
Mancw 25, 257¢
1o regard: Blyas Band Soui-o Soial gnd

=0ulf Btates TUiilities (.on.c: ARY ALD
ket Nos. B0-IEA aRd S0=ilvA Depare
ment of Justice F'.je (O-415-28
You have requested our advice pursuant
to the provisions of section 165 of ‘Le Atozue

By

FIDERAL LEGISTER, VOL 29, ND. 67=-FRIDAY, APRIL 3, 1574
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gnergy Act of 10%4, st amended, In repard
W the above-cited app.ication

Anplicant. The Jeant i o large elecs
trieal  wtllity pricsipally engagea In the
pusiness of genersl.ng clectmeal energy and
distributing and selling such encsgy ot retall
in Boutheast Texas and Scuto Central Lowai-
ane. AN approximately SIC0 squate mile ates
witk an #st. mated population of 221.000 The
arplican: sells eleciric eneifyY ot retall to
292 communities 12 this territory. It sells
for resaie eiectric gy W wn mraieipal
gvitems, six rural eleciric cooperatives, and
one other utility. Applicant s seeking » il
cense build and operate two generating
units West Feliciana Parish, Lousians,
% be known a8 River Bend Station, Unilts
1 and 2. Fach of these unit will have »
generating capacity of approximately B0
megawatts. Rivar Bend Stution Tnit ) 1
scheluled 10 be In service in February 1980;
Unit 2 i September 1001

Srrueture of the Llectric Power Supply
Market in Louisigns. Appl.cant is one of the
grs major privetely owmed companies sup-
piring power in bulk and st retall in Lowl-
iana: the other four are: Loulsiana Fower
and Light Company (LPAL: Centra! Loulsis
ans Electrie Company (CLEC Esuthwest-
ern Rlectrie Power Comrpa (BWEPCO),
which operstes In Ariantas snd Texas as
well a8 In & small ares D the nortbeast
corner of Loulsiana: and New Orleans Pubiie
Serviee, Ine. (NOPSI), an a®llate of LPLL
which serves meiropolitan New QOrleans

Applicant’s 1870 srstem peak was 3,030
mw, with s little more than one«hall of its
business in Louisiana LP&LL's 1970 peak load
was 1872 mw CLECO's 1070 svstem peak waa
875 mw. EWEPCO's 1970 svstem peak was
1383 mw, two«fifths of which represented
loads in Loulsiana, with the remainder In
Texas and Arkansas. NOPEI's 1570 peak waa
164 mw

There are & Dumber of municipal electric
utliities in Loulsiana. Some of these generate
il or & major part of thelr power recuire.
Denis: olhers purchase eieciric power In bulk
and distridute 1t st retall. The generating
municipals’ 1970 .oads totaled approximately
800 mw.: thelr combined 1§70 generating
Capacity was 00 mw

There are 13 cooperative utllities operating
rural dutribution srstems n Louisiaba
Another cooperstite U3 based principally in
Texas but conducis some opersiions in
louistans. Thelr combined 1970 peak load
was approximately 000 mw

Tweive of the 13 Loulsiane cooperatives

* have organized s generation and transmis-

tion cooperaiive Ca/un Electric Power Coop-
erative (formerly Loulsiana Ele tric Coopers-
tive), W handie their bulk power supply
functions: Cajun has recently put iia gen-
erating facliities into operstion. Homerer, the
fooperatives presectily obtain almost all of
thelr bulk power supply by purchase from
Applicant and the other priva‘e utllities. The
femaining cooperative. Southwest Louwians
Eleciric Membership Cooperative (ELENICO),
L one of the larpest rural electric coopera-
lives In the United State: and comprises
roughly one-third of t.e total cocperative
load in Loulsiana. It has no generaiing fa-
tUitles, but obtains part of its power supply
from the privately-owned utilities in Louisle
08 and part from Southweitern Power Ad-
minisiration under an arrancement Lo which
power generated st federal hydroelectric fa-
cUities Ln the Southwest 13 wheelsd over
iransmission fecilities furnished by the pri-
Yate utilities,

Virtually all the Bigh roltage and cxtea-
'¥h voltage tranvmiriion lines (o the State
%I Loulsiana are ovred and onerated by AD-
ud the other privately-cwoed uillils
Lot disrussed sbove. Apnlicant and thee
Oiber privately-onTied uilililes also dominale

Folhaldl
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the retall electric power market in louislana,
wiih over five=sit.ha of that business Al the
cooperative syslems together and all of the
municipal sysieom togeiner have less than
one-tweifth af guch business, respeciively

Compeiition in Lousiana. TLere Las beed
Tigorous compelilicn among eleciric utllities
in Louisiana Dot 1670, Loulsians law pro-
hibited utlities from tAking over cusiomen
already being served by another utility, LSA
RS 45 123, but the law did pot app!y 0 Dew
customers. See “Louisians Power and Light
Co. v. Charpentier,” 165 Bo. 24 €14 (La Ot
App. 1864), In 1970 LEA RS 45123 wvwm
amended to allow (except In certalp cases)
& utlity preference Ln serving Dew cuse
tomers within 200 feet of its existing lines
Bince !nrge new loads (particularly lndustrial
loads) would, In many lestances, not be lo-
cated within 300 feet of an existing dlstribu-
tior: line, competition 2ontinues 1o exist.
Purther competition exists for service to sud.
urban areas which are annexed by erxpand.
ng municipalities The existing esupplier
within the city, whether mupicipal srstem
or franchised utllity, thereupon has the op-
poriunity to compete for new loads with the
previous suppiler o the aree

Competitive Conduct o/ the Applicant. This
is different from most of the other cases in
wiich the Department ¢f Justics hoas ren-
dered antitrust advice \n that prior 1o receir.
ing the Commission's reguest for advice the
Department had beets conducting sd anti-
trust investigation of the Applicants con-
duct. That lovestigation was concerned with
basically the same antitrust aliegations
aguinst the Compaty aa those set forth I the
decision of the United States Coust of Ap-
peals for the District of Columbis Clreuit in
“City of Lafaretis v Securities & Exchange
Commission,” 454 F. 3d #l (CA DC. 18972).
1o essence & number of municipal syatems In
Louvisiana had slleged that over 3 number of
yeors and through a variety of methods Ap-
plicant, together with the other major pri-
vately-owned wutli*'es In Loulsians, at-
tempted to frustrate the developmint of a
power pool among the municipals and ethers.
The silegations of concerted anticompetitive
action related exclusively to activities in
Loulsiana.

It & unnecessary to detall here the alle-
gations or our econclusions with respect
therelo. Within the past year or so. Applicant
has ovidenced s consiructive sttitude 1o i
relations with the smallar systems (o Louisis
ans In the course of our antitrust review
of the instant licenss applieation, Applicant
hes discussed with the Department its fu-
ture policies In this regard. While not con«
ceding that any of its prior conduct may
have been anticompetitive, Applieant has
indicoted in the attached letter to the De-
pariment the policles which 1t will follow
with respect 0 such agpecta of ils opers
stlons in Loulslans a8 acceas 10 Duciear
units, ioterconnection and reserve sharing,
wheeling, and exchanges of bulk power. Sim-
Uar policies will be followed by Applicant
1o counection with ita operations 1o Texas
although thers, It should be noted, Its ac-
tivitles have pot reised the aame degree of
antitrust concern. The Applicant has agreed
that the policy cooumi'ments set fomh in
the sttachment to its Mareh 20, 1974 letter
to the Department may be imposed as con-
ditions to the perm!t requested for the In-
stant River Bend units Applicant will ssort.
Iy &le au application for a construction per-
mit for tvo nuclear uniis known as Blue
Hills Units 1 and 2 which It plans to bulld
In Texas License conditions generallr similar
to those invoived hete wl. be ucceptable to
Appilcant In conuection with the Blue Hils
Uniis permits

These developments enable the Depart-
meat Lo inform the Commis*ion that 1t
would not appear necessary that san anti-

vOL

12075

trust hearing be held on the iteant app
eation and showd etable the Desarman:
when It receives thie Biue Killg ol o0
‘o atvise the Commision thet Do Al . ™l
bearing will be Decemary conce miug the
applicstion,

Conclusion. If the policy commuimenis
contalned In the stiachmest to Applimant's
March 20, 1974 letter were 10 be i presd by
the Commisasion &4 conCITIODA W tLe pet-
mit appliod for In the instant docqet. s we
bereby recommend, AR anLITIUSL hearng on
this application would appear ULIeTessAry.

Mascw 20, 1574

Re Oull Biotes Utllites Company, River
Bend Nuciear Power Plant Toits | snd 2
Application tor Licenss to Comstruet Nuclar
Utilization Pacllities; AEC Doctkets Ncs. 80~
458 and 50-450.

We sppreciate the opportunity 1o discuss
Tarious matters involved In the review by
your section of the Department of Justice
relating to the pending license agp..Cstion
of this Jompany (Applicant) beiote the
Atomic Energy Commission for the consirucs
tion of nuciear utilizstion feclities, as rel-
erenced above

We understand that your review of this
appiication has "alsed certalh Quesiicns un«
dar the antitrust laws relating to tie bulk
power supply policies of the Applicans. Whle
it 1s whe position of Applicant Lhast 18 i«
tivities, and io particular 1w bulk power
supply policies, atvuld not concern a=¥ juch
Questions, the Appleant submits b levier
setling forth certaln statements regarding
such policies

In order o obviale the possidiliitT of &
hearing on possibie sutitrust Wsues (2 the
above-referenced proceeding, the Applicant
sets forth In the eppendix o this |
policies which 1t il malnain ¢ A
peariod of this licenses, subject %0 12
standings stated herein. It s undersioad What
this stalemert of policy satisles tie Deperts
ment's antitrust questions and w... fnab.e
the Department 10 render & Do heamz g ati-
trust advice letter, 1o the event the Alomic
Energy Commission in sny event showid in-
Stitute & hearing on AnEITruUst Saues Or ate
tempt 0 lmpose diferent inconi.-ient or
additional conditions, App.eant uU~er 2ot
intend by this letter or the statement of
policies attached 10 wa!ve, A0d (n1%ead here y
reserves all of its righta under lay w0 appear
in such procesding atd cobtest tLe lTpoai-
tiot of diferent, Lnconsistent or cdd ticoal
conditions.

During our discussions with tou sbout
participation \o the sub'ect Duciear vl
we advized you that Te have Dot cons:rucied
a2d bave not planned to cotitruct any
jointiy-owned eleciric generating p.ants ou
our eTstemn. and we bave not and huive ot
planbed to sell unit power from any present
or future electric geoeratng uniys Wtlle
Applicant appreciates that fmasc.n asd
business conbditions in the funite maT re-
quire it to change such policies ang * such
roason reserves the right to do so, Aps!isant
understands that the proposed licerse cozal-
tions relating to participation spp.r ollr to
buclear unitsa Lo Lows.ane

Applicant intends to Cle later *iils rear
A0 Application for & cozsiruction permit for
certaln nuciear units w0 Do located L Texas
which are 10 be known a8 Blue ¥..s Tl
Noa. 1 and 2. Applicant will enter =m0 s
lar policy commitments concerning s4cs snee
cific uniis, Provided, T4t as 10 ot ve.mar
Feneraling uniis which B£I0T CODe
strurt, own and operiie 12 Texas ¢ porer
from which s inteaded for use 1a ADalicatt's
general system opeTatiob Appitunt wll
merely confirm to you bY leiler (4 i%ieds
tion, under conditions then exstivrc and Lo
Rceordance with anplizable bw, to 4!
ticipation o such otier uliu 02 ccadit
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timiiar to those afforded under Folicy Come
mitment §

Ve hove now fileg with the Federa, Pover
Comm e .on ccpies af whe power intersonnec.
tioh sgreemenis entered inw b Appliicant
with Calun Eleciric Poser Coopetative. Ine,
and with the Cities of Lafarstte ang Plagues
mine, Lousians. Euch apreements conta's
terma ALd provisions for bulk fupplT eo
ordination ang yransmisilcn service. Buch

reements with Cuiun and the Cliles were
offered and rgotiated by Applicant In pure
Uit of the po.icy ccaumitments attached, a~d
It & Applicenits understanding that sueh
SgTeements (a0 subjest LW regulntory aciion
and chenge by actions of ihe partics) comply
with sucn commitments

Nothing in 1.5 ietter shall be construed to
bs & omiver by the Applicant of (w righi W
Sppear and express it position ot behalf of
or in opposition 1o any specific proposals fe-
lating Lo bulk pover supply bDefors any
legislative, administrative, judicial, or other

¥

The Applicant would not object 10 an ine
clusion of this letter (o, and the siatements
and policies exprested herein being made ton-
ditions w the licente arplied for before the
US. Atomic Energy Commission as refer-
enced abova, apecifically related 1o the River
Bend Nuclear Power Station Plant Uniw ‘or
which the subject application is pending.

The commitments made are subjecs o the
following wuderstandings:

(1) Applicart does not Inwend by thess
commitments 10 become a common carrier.

(2) Applieant reserves all righws and pro~
laction aforded It by law with respect w
retall disiribution of electricity In those
areas in whieh it holds franchiscs to conduct
W business

(") That any licenss conditions imposed by
ihe Atomic Energy Comumission upon Appli-
cant based In whole or In past upen ihese
Commilments shall be subject o continuing
Jutiediciion: and that Applieant shall have
the right o seek relief from or medification
of 3uch comditions by Appropriate lecal ree
course through the Atomic Energy Commis-
Slon, It muCCCSSOr Agfenc.er, or through any
Other sdministrative, legisiative, or Judicial
autheority having jurtsdiciion

(4) That none of these commiuments shall
requlro Applicant w enter into any blading
ArTangemests witl another party until the
foersial responsiblity of such party is avi-
gent or reesonably sssured nor prior to
resolution of any substantial quesiions as W
Lhe lawiul suthority of such pary w sugage
in the transaction.

(B) All of the understandings and comit-
metls of the Applicant are contained in “he
;:omm.ltmnu berein made and this cover
etiar

(6) None of the commitments hersin made
ghall be construed as o waiver by Applicant
of its righta to contest whether or not a fu-
ture factual situstion is inconmstent with
ihe commiimentis herein made or o contaest
by appropriate legal proceedings the validity
of any regulation, orcer, or requirement im-
Pposed upon Applicant by ANy governmental
or reguiatory suthority, ineluding bus not
lmited 10 the Atomie Energy Comamissicn
eud the Federnl Power Commuission, or thelr
Successor agencics.

(7) Enforeement of acy of the eommit.
Inenta aball only be through Appropriate
proceedings before the Atomic Energy Com-
mission,

Very truly yours,

Norstan . Lrr,
President, Guilf States Utilities Compeny

Mancut 20, 1974
Polley commiiments of Gulf Btates Uttll-
ties Company w0 be APpanded ax condiilors
W River bend Kuclear Pouer Plant, Uuits

NOTICES

1 and & AD" licerse AEC Dockets Nos 80-
W50 ang MO-l8

Defimitions. 1. "Bulk Power" means the
elecime power, and any attendati PUeIEY,
Sunplied or made cvollable at transnussion
Or subimnsmission voltage by ab ertity from
i1ts peneraving facilities.

2. "Louity” means person, a private or pube
lit cOTporation. povernmental agency ap ase
Sociation. o joint Mock sssoclation, business
Lrust, municipality, or rura) eloctric COOpeTn-
Uve owning, operating, or proposing w own
or operate equipment or facilivies for the
Fenerniion, transmission, or distribution of
alectriciiy primarily for sale or resale 1o the
public. Provided. that, except for municipall=
ties, governmenial agencies, or rural eleciric
Cooperatives, “ontity" s further restricied
0 those which are or will be publie utlities
uncar the laws of the Biate In which the
ENULY transacts or will transsct busitets or
under the Fecernl Power Act, and are or will
be providing electric service under ¢ contract
oF rate schedule on file with and subiest 0
the repuiation of & State regulatory commis-
sicn or the Feders! Power Comr ‘lon

3. "Cost" means all operating and maln-
Whenrs svrancar »nw e casbin gt mseient
DIt i i tE glees Todlad  PRIVIV G
tranaaciion. “Cost" to be shared by partici-
panis under condition 0 shall Include all
cosis of mequisition, constructicnl, owners
ship. capital, operation, and maintensncs
reasonably allocable w0 the subject umnit,
Costs shall Include no value for loss of reves
nues from sale of power st wholessle or re-
tal by one party to & customer which an-
other party might otherwise serve, except aa

therwisd authorired by any regulatery au-

thority baving juradiction. Costs shall ine
clude a ressonable return on Applieant's
inrestment.

Policv commitments. 1. Applicant shall
Interconnect with and coordinate reserves
by means of the sale and purchuse of emer-
gency and/or scheduled maintenance bulk
power wikh any entity(les) in or within
reasonable proximity to Applicant's perve
ice area In Louisiana engaging in or propos.
Ing to engage in eloeciric bulk power supply
on terms ibat wil provide for Applieant's
costs In connection therewith and allow the
other entity(iea) full secess to the benafits
and obligations of reserve coordination.

2. Buch emergeney aarviee and/or ached-
uled maintenance service o bo provided by
each entity shall be furnished o the fullest
extent ovallable froia the supplying enitty
and desired bY the entity in need. Applicant
&nd each entiiy(ies) shall provide e the
otaer guch emergency sarvios and or sched-
uled maldtenance service ¥ and when avell.
able from Its own pencration and from gen-
eration of others w the extent it can do go
without Impairing esrvice 1o its eustomers
including other electric systams % whom It
bhas firm eommitments.

. agyeremi Ul SNE Olusr Flibiny i om)
which i (are) porty(ies) to o reserve Shars
ing arrangement ghall from time w0 time
Jointly establish the milulmum reterves to
be inatalled and or provided as
to maintain in total & reserve margin gu-
€lent o provide sdequate rellablity of power
fupply to thoe Interconnected sretsms of
the parties. consistent with good utllity in.
dustry practice in ihe region. It Applicant
plans its resorve margin on a pocied basis
with other regional companies. the reserves
Jointly established hereunder shall be on the
eome bssl. Uniless otherwise agreed upon
Or established by such regional pracuice,
minimum reserves shall be calculated a5 o
percentage of esiimatec peak load respons i«
bility.

No party to the arrangement shall be res.
quired 1o Ma'DWID greater reserves than the
Fereentage of its esiimated peak lond re-
Aporsibility which results from the afore-

sald ealoulatior: provigsd,
BTYe requiremensd of Aprl! ATe .
Credsed Over the sfiount Apl.rant weild
be required w malowis wiinoat tuck
Wwreonnection, then the oL.e- Pariy. ies)
Shall be required W earTy ©r provize for ot
I (Lhelr) reserves the full asmcunt W cloe
WAl of such lnecreass.

€ The entities whick are pasies 1o such
& Teserve sharing agreement tnall protice
BUCh amoucts of resdy reserva CAPACIIY A
mar be adeguate w0 avold the apositiag of
Unlreasonatle demands on the others o
maeiing the normal contingencies of cnera’ -
Ing i1 system. However, In Do clrcumsiar.cos
Shall the ready reserve requirement evceed
the installed reserve requirez.ent

8. Intarconnctions will no: be (imited 1o
low voltages when higher volwapes sre 2t a.l.
sble from Applicant's installed facilities 'n
the area whare Intsrconnection is cesirec
When the propossd smrangesent 4 fourc
to be wehrnieally and eoconom.csllr fend.bie
Control and Welometering facilities shall
ba provided as required for sai'e and pri-
Gent operatica of the intercocpecied T8
tema

# 'ptorenunection and coors \nation agrees
AT suan Dot rmbody any uslawiul or une
PEROODADIY restrictive provisions perialn: >
to intersyrtem coordination. Cood indus.rr
practice as doveloped im the area from *ime
to tme (If not unlawfully or unreastnaciy
restrictive) will satiafy this provision

7. Applicant wil! @all (when Avalat )
bulk power at its costs 1o or purchase (vren
Deeded) bulk power from sry other en-
titriles) In or within sessonanle proxinuty
to Applicant's service ares in Louiriana L3
foging o or proposing w eNFiZe In genern.
tiod of eleciric power at such eNLILY i itd)
€08t when such transactions Tould serve 10
reduce the orerall costs of new bulk poxer
fupply, each for itself and for the ci*er
pariyiles) to the transactions ard wouig
§eTve 10 coordinate the plannins of now pen.
eration, transmission. and related Taelils e
by both the Applicant and the oiher en: i1
This provision shall not oe fonsirued Lo re.
quire Applican: teo surchase o mll tia
power If it finds sueh purchate or sle ‘D
feasible or its costs In connection with such
Purchase or sale would exceed ita benetiis
therefrom.

8. Applicent and sny suceessor In title
shall offer aa OPPOrTUR.LY 0 participata 'n
River Bend Nuclear Units Nou 1 and 2 fer
the wrm of the Lnstan: liconse. Or any ex.
tension or ranewal thersof, er sueh shorter
tarm as Applicant and the participantis)
may mutually agree upon, to BRY GBIy (les)
in or within ressonable proximi't o Ape
rumn S2rvice ares o ke State of

Ouwsiana which bas in WTIting requested
participation thereln prior to Nurch | 1974,
and which mo later than Mareh 21, 1675 bas
entered into an exesutory eomtract with re.
pect to such participstion, ha taken all
heccasary action for it to lawfyl~ do so prior
o co doing, to & falr and ress: Jable extent
and on reasonable ter=s and conditions and
of & badls that will fully comrernsate An.
Plicant for 1w eosts ineurred and to be i=.
curred and that will Dot adverse)r a®ect the
Bnancing and eonstructing of such nucless
units. Applicant shall similarir ofer an g-.
poriunity to participate 1o any additiony
Duclear generating unitis) the power frem
whick is totended for use In AFT.icant's pege
eral system operstions, which 1he Appleant
EAY construct, owm, and operite (& Louusi.
Ana during the term of the insant license,
OF Any extansion or renewsal therec’ Pastic.
ipation shall be either by OTTersNip of or
purchase of unit participatios poaer f*em
the respeciive nuclear uni's Paricipation
in any form she!l be on an e2uwakie bas's
whereby the pariitipants, in presortien w0
thelr interesis, shure fully o el coew wnd

that ¥ the re.
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rirks of the respe~tive puclear unit. Io cone
pistOR With such paricipatios, Appiizang
w.ll Ofe? Lransmirrion service sl ma® he ree
quired for deiivery nf such porer % such
participant(s) on a barls that will fully com.
persate Applicant for (is coata,

§. Appucant sLall faclitate the exohange
of bulk power by traaamision over e trans.
mlssion faclities betnech w0 Or more ene
Wi engaging b bk power supply in 1%

"wervico ares o Loulslaua with which It s

interconnected; and belween any such eatisy
(18) and any eniiiy(ies) engaging 1o buk
povor supply outsids Appllicant's service ares
i3 Lowsans between o8 faciities Applis
€ALL's trADAMLAION Lines ADd Olher transm .
slon linas would form & continuous alectrical
th: Provided, That (1) Permilssion w utlls
such other transnuwssion lines bhas besn
oblAlDGd by tho entities tovolved, (3) Applis
cant bas sppropriate agreeminis for transe
musion service with the enuiles (nlwercon-
peciad with Applicant at both the Teceiving
&and delivery polnws oo Applitanty sysem.,
and (3) the arrsagementa *=22sably can be
accommodated from s functional and teche
nlsal stancpoint, Buch transmiss.on shall be
0D terms that fully compensata Anplicant for
ils oodt. ARy eniliy(ies) reguesting such
lranamiar.on errsaremectis shall give resson-
abie advance notice of Its (whoelir) schedule
and requiremenia. (The foregoing applies to
ARY 8DUIT (les) engaging in bulk power sup-
Piy w0 wilch Applicant may bo intescon-
nected 1o the future &4 wel as those w
which it s Dow interconnecied.)

10. Applicant shall inelude In ita planning
ond comstruction pregram suficlens ranse
MAIon capacity s required for tae transac.
tions relerved W In paragraph §: Provided,
Thot &by entisy(ies) b it service ares in
Louklapas mive Applicant suficient sdvance
BOMICS 08 maY be DecsuIary o accommodatd
lle (ther) requireitents Tromn a funcuonal
and techoucal rtancsow: and thet such
totity(lea) Tully comipensatas Applicsnt for
18 coat. Applicant shisll Dot by required to
consiruct transmis.on [scliities whizsh srill
be of no demonsirelie present o future
benclt to Applisant.

11, Applicant will sell power (when svail-
Able) for resale 1o sny entity(les) In 1w
eervice ares (o Loulsians now engeging in or
Proposing o good {alth to engage in rewall
dtribution of eleciriz power, wheusver
POWer Lo meet Lhe needs of tuch entity(les)
Is Dot mvalabie from alwrnate sources as
competitive costa.

13. The foregoing cocditions shall be in
&l respects Luplemented on ressonable terms
85d conditlons 1o 8 TACLAT consuwent with
ihe provisions of the Federal Power Act and
olhier applicable federal snd state laws and
TPulatory order, and shall be subjzet o0
foroe mnjeurs, spplicable curtallzent pro=
framis, and engineerize and technical feasi.
bBUily foe Applicant's system. None ol the
foregoing conditions shall require Applicant
10 sell pover, pcrform any service. or enpuge
1o a2y course of action om & basis which
Yould be unlawtully preferential or discrimie
Inatory under any applicablc law o that
would impair Applicant's abUity W render
sdequate and reliable serrior 1o 1% own eus-
tomers. All rates, cLasges or practices In can-
Besiion therewith ore Lo be sublest to the
Spprovel of repulatory agencies baring juris-
Ciction orer them

[TR Doe 74-7836 Plled ¢—4-74.0:48 am)

Doclket Nos. 50-275 OL, 50-222 OL)

PACIFIC GAS AND ELECTRIC CO.
$p2cial Prehearing Conference

In the motier of Pacific Oas and Tlecs
irie Company, sk Crooan o

L'y e lant Ut 1 a2 2,

rlase
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NOTICES

The specinl prehearing conference on
the Issuance of facllity operuting U-
censes walch was tutliated on March 26,
1674, will reconvene on May 3, 1874, or
immedia‘aly subsequent o the comple-
ton of the evidentiary hearings on
environmental mt:er! vhich will re-

convene omﬂ%,#
The hearings w eld in the Gold
Room,

Rees 'nuL R.o.vabl Inn, 214 Madonns
ad, San Luis Obupo, California, com-
mencing st 10:00 a.m., local time.

The points which will be considered
8t this prehearing conference will be
only the petition to intervene from the
Mothers for Peace; and the petition of
the Scenic Shoreline Preservation Cone
ference, Ine., concerning suspansion of
construction activities.

lssued atl Washington, D.C., this 2nd
day of April 1974,

It is so ordered.
Aroarc BarrTy awp Licews-
e Boaan,
Evrpaszte 8. Bowras,
Chairman.
[FR Doc76-7840 Fled ¢-4-74:8:48 am|

\/ [Docket No. §0-833 NEPA|
ACIFIC GAS AND ELECTRIC CO.

Hearing on Energy Conservation

In the matter of Pacific Gas and Elec-
tric Company (Riabl P ‘uclear

bﬁf—‘i‘ﬂﬁ‘b o ;ﬁmuonumhz'l.

1074, the evidentiary hearing on energy
conservation will begin on 4
at 10:00 am, local time, in the 0o
Room, The Roval Inn, 214 MNadonns
Road, L .

The public vy this
procesding. Limited appearances relat-
ing o the question of energy conservas
tion will be accepted at that time. Lim-
ited appearances will be lmited to Ave
(5) minutes but there Is no limitation on
the submittal of written stataments for
inclusion in the record. Twenty (20)
copies of writien statements should be
presented.

Issued at Washington, D.C., this 2nd
day of April 1874,

It ¥ s0 ordered.
Aronic Barrvy any Lickns-
e Boany,
EuzasrcTr £. Bowess,
Chatrmen.
[FR Doc.T¢-T841 Fllcd ¢~4-74.8:48 am)

COMMITTEE FOR PURCHASE OF
PRODUCTS AND SERVICES OF
THE BLIND AND OTHER SE-
VERELY HANDICAPPED

PROCUREMENT LIST 1974
Addition to Procurement List

Notice of proposed addition te Pro-
curement List 1974, November 27, 1073
(38 FR 32028', was published in the
Frotaal RecisTen on September 28, 1973
(28 FR 27107),

Pursuant to the aboys natice the fol-
lowing commodity is added to Procure-
ment List 1074,

Commoonrry
Class 658

Prve
Kit, Shaving, Burgical Preparsiion
(IB), 6510-€T0-TUT2, Eiterrrrnnns §0.26

By the Committee.

Cranres W. FLrrenee,
 Ezecutive Inrecior,

| PR Doc.76-7573 Fled 4=4-74,8 48 am|

PROCUREMENT LIST 1974
Addition to Precurement List

Notice of proposed addition to Procure-
ment List 197¢, November 25, 1873 (28
FR 33038), waa publishad in the FroraaL
:!n;;mn on January 17, 1874 38 FR

136),

Pursuant to the above notice the fol-

service 8 added to Procurement
List 1974,
Braricn

Industrial clase 7641

Purniture Rebabilits-
tien (QI), Long
Beach, Culllormia,
plus 100-mlle racius,
excluding San Dhego
Oounty and Ssn Cle-
Banto.

By the Comamittes. ~

Cmanves W, PLrrcezs,
Ezecutive Direclor,

(PR Doc.74-7833 Fllod ¢-4-T4:8:43 am|

Price
List of prices
aveliable from
GSA, Fi8, Re-

foo §.

PROCUREMENT LIST 31974
Addition to Procurement List

Notice of propesed addition to Procure-
ment List 1974, November 29, 1473 (33 FR
33038) was publithed In the Frorrar
?l&z::n on September 10, 1973 (38 FR

L] .

Pursuant to the above potice the fol-
lowing commodity s added to Procure-
ment 1974.

Coxraonrry
Class 0105

Bag. Cloth, Lunch (RP) 0108-364-
3718, Bundie of 100ueecccecnancaes £17.20

By the Commitice.

C. W. Furromee,
Ezecutive Dircctor,

("R Doc.7¢-7837 Flled 4-4-74:0:485 am)

PROCUREMENT LIST 1574
Notice of Proposed Additions

Notice Is hereby given pursuant %o sec-
tion 2(a) (2) of Pub. L. 92-28; 85 Eat. 79,
of the proposed additions of the {¢low-
ing services to Procurement Ll 1374,
November 29, 1872 (38 FR 33038,

Bmvics

INDUSTRIAL CLASS 7659

Typewriter Repalr, US. Customs, New Tork,
New York.

Ofce Alachine Repailr., US. Cusioms, New

Tork, New York
Ofice Machine Renair, 29 Federal Plaza, Mew

York, New York.

Comments and views regardin~ thi
proposec addilicn may be fled nith
Committee on or bofore Mlay o
Communications shou'd be asdrsr.
the Executive Director, Comm 12

67-=FRIDAY, APKIL 5, 1974
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of
QULF STATES UTILITIES COMPANY
ARTICLE 1.

Name .

The name of this Corporation shall be GULF STATES UTILITIES
COMPANY .

ARTICLE II,
Shareholders' neet1n§£;

All meetings of the Shareholders shall be held at the princi-
pal office of the Company, 285 Liberty Avenue, Beaumont, Texas,
With or without motion, the Chairman of any mseting of the Share-
heolders may appoint Inepectors and Tellers for such meeting who
shall examine inte the qualifications of the Shareholders present
in person or representad at the meeting by proxy, report the
shares represented at the meeting and tabulate the vote on such
matters as may come before the meeting.

ARTICLE 111,

Annual Neetiqg;

The Annual Meeting of the Shareholders of this Corperation
shall be held on the second Wednesday in May in eech year if
not & legal holiday and, i1f a legal holiday, then on the next
succeeding Wednesday not a legal holidey. In the event that
such Annual Meeting is omitted by oversight or otherwise cn
the date herein provided for, the Directors shall cause a meet-
ing in lieu therecof to be held as soon thereafter es conven-
iently may be, and any business transacted or elections held
At such meeting shall be as valid as if transacted or held at
the Annual Meeting. Such subsequent meeting shall be called
in the same manner and as provided for Special Shareholders'
Meetings.

ARTICLE IV,

Special Meetings.

Special Meetings of the Shareholders of this Corpora-
tion shall be held whenever called by the Chairman of the
Board of Directors, the President, a Vice President or a
majority of the Board of Directors, or whenever the
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holder or holders of one-tenth (1/10) of the shares of the
capital stock issued and outstanding end entitled to vote
shall make written application therefor to the Secretary or
an Assistant Secretary, stating the time and purpose of the
meeting applied for, §pec1a1 Meetings of the Shareholders
shall also be held following the accrual or termination of the
right of the preferred stock of the Corporation, voting as a
class, to elect the smallest number of Directors of this
Corporation necessary to constitute a majority of tiie members
of the Board of Directors, whenever requested to be called in
the manner provided in Paragreph 6 of Article VI of the
Articles of Incorporation of the Corporation as amended.

Written or printed notice of all Shareholders' Meetings,
stating the time and place, and, in the case of Special Meet-
1n§s, the purpose or purposes for which such meetings are
called, shall be delivered by the Secretary or an Assistant
Secretary, by mail, to esch Shareholder of record, having
voting power in respect of the business to be transacted there=
at, at his or her registered address, at least ten (10) and
not more than fifcy (50) daye prior to the date of the meeting,
&nd the person giving such notice shall make affidsvit in
relation thereto; provided that such notice shall be deemed to
be delivered when deposited in the United States mail addreesed

to the Shareholder gt his address ae 1t appears on the stock

transfer books of the Corporatien, with poatage thereon pre-

paid, and further provided that netiee of auy such meeting

shall be deemed to be sufficiently delivered to ang Shareholder
e

who, while the provigions of the Treding with the Enemy Act
(Public Act No, 91 of the Sixty-fif*h Congress of the United
States of Amerieca, &s now or hereefter amended) shall be opereé~
tive, shall appear from the stock books to be or shall be known
to the Corporation te be an "eneay" or "ally of enemy" as de-
fined in the s2id Act &nd whose address eppearing on such stock
books Ip outside the United States, or the mailing to whom of
notice shall at the time be prohibited by any other law of the
United States of America oy by any executive order or regulation
issued or promulgated by any officer or a ency of the United
States of Americe (a) if, at least tem (10) daye prior to the
éate of the meeting, & copy of the notice of the Deeting shall
be mailed to any person or agency who by any such law, order
or regulation shall have been duly designated to receive such
notice or duly designated or appointed @as custodisn of the
property of ouch Shareholder; or (b) if a brief notice of such
meeting, including, in the case of & Special Meeting, either

& brief statement of the objects for which such meeting is
called or & statement as to where there may be obtained a copy
of & written notice containing & statement of such objects,
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shall be published by the Corporation at least once, not less
than ten (10) days before the meeting in & daily newspaper
published in the English language and of general circulation
in the City of Besumont, Texas,

Any meeting at which all Shareholders having voting
power in reepect of the business to be transacted thereat
are present, either in person or represented by proxy, or
of which those not present have waived notice in writing,
shall be a legal meeting for the transaction of business,
notwithstanding that notice has not been given as herein-
before provided. '

AR \'4 .

Yalver of Notice,

Notice of any Shereholders' Meeting may be waived by
any Shareholder and the presence at any meeting, either in
person or by proxy, of a Shareholder heving voting power in
respect of the businesa to be tramsacted thereat shall be
deemed as to such Shareholder a waiver of notice of the
meeting,

ARTICLE VII,
Quorum,

At any meeting of the Shareholders, a majority of the
shares of capital stock issued and outstanding and entitled
to vote in respect of the business to be transacted thereat,
represented by such Shareholders of record in person or by
proxy, shall constitute a quorum, but a less interest may
adjourr. any meeting from time to time and the same shall be
held as adjourned without further notice. When a quorum is
present at any meeting, the vote of the holders of a majority
of the shares of capital stock entitled to vote represented
thereat shall decide all questions brought before such meet-
ing, unless the question is one upon which by express pro-
vision of law or of the Articles of Incorporation of the
Corporation or of these Bylaws a larger or different vote 18
?oguired, in which case such express provision shall govern
@nd control the decieion of such question, The provisions of

this Article @?oi however, subject to the provisions of Pera-
e

grsph 6 of Article VI of the Articles of Incorporetion of the
orporation as amended,

ARTICLE VIII,
LEroxy and Voting,

The voting power of the respective classes of stock of
the Corporation shall be as provided in Article VI of the
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Articles of Incorporation of the Corporaticn as amended.
Shareholders of record entitled to vote may vote at any meet-
ing either in person or by proxy in writing, which shall be
filed with the Secretary of the meeting before belng voted,
Such proxies shall entitle the holders thereof to vote at any
adjournment of ouch meeting, but shall not be valid after the
final adjournment thereof or after eleven (11) months frow
the date of 1te execution unless otherwise provided in the

. = proxy. Each holder of record of stock of the Corporation of
[;“' any class shall, as to all matters in respect of which such

= clase of stock has voting power, be entitied to one vote f{or
Eﬂ ; each share of stoek of such ciass standing in his name on

the books of the Corporation.

ARTICLE IX.

Board of Directors.

A Board of fourteen (14) Directors shall be ~hosen by
ballot at the Annual Meeting of the Shareholders or at any
meeting held in place thereof as hereinbefore provided. The
number of Directors may be increased or decreased from time to
time by amendment of the Bylaws, but no decrease shall have the
effect of lhortenini the term of any incumbent Director. Any
directorship to be filled by reason of an increase in the number
of Directors shall be filled by election at an Annual Meeting or
at a Special Meeting of Sharcholders called for that purpose.
Each Director shall serve until the next Annual Meeting and
until his successor is duly elected and qualified excepct as in

these Bylaws may otherwise be provided. Directors must be
Shareholders in the Corporation.

No person shall be eligible for election or re-election as
a Director of the Company after attaining age sixty-five (65),
rovided, however, that each gerlon serving as a Director on
eptember 1, 1973, shall be eligible to be re-elected as a
Director at the next Annual Shareholders' Meeting without
regard to such apge restriction on eligibility, except that no
Director shall be eligible for ve-election after attaining age
seventy (70). Any director who is also a salaried officer or
employee and who retires from active employment by the Company

shall, concurrently with such retirement, resign as a Director
of the Company.

Until age seventy (70) any Director who (i) has served
continuously for at least ten (10) years immediately prior to
retiring as such and is then not a salaried officer of the
Company, or (ii) is then retiring as a Director and as Principal
Executive Officer of the Company, shall be eligible for election
and thereafter for re-election from year to year as an Advisory
Director. Such election shall be by vote of the Board of Directors.
However, the restriction on election after attaining age 70 shall
not apply to any person serving as a Director or an Advisory
Director on September 1, 1973, and any such Director, who other-
wise qualified for Advisory Director, and any such Advisory Director
shall be eligible to be elected or re-elected an Advisory
Director for one (1) year following the next succeeding annual
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Shareholders' Meeting. At the pleasure of the Board of Directors,
each Advisory Director shall have the privilege of attending
meetings of the Board of Directors in a consultative capacity

but failure to give notice of meetings to an Advisory Director
shall not be considered & violation of law, the Articles of
Incorporation, or these Bylaws. No Advinorg Pirector shall

be entitled to vote on any business coming before the Board of
Directors, nor shall any Advisory Director be counted as a member

of the Board.of Directors for the purpose of determining whether
.8 quorum is present or for any other corporate purpose whatsoever.
Each Advisory Director shall be entitled to receive fees as

may be fixed and determined by the Board of Directors, but fees
to Advisory Directors may be changed or eliminated at any time.
After attaining the age of seventy (70) years, an advisory
Director shall not be eligible for election or re-election

as such. Any Director or Advisory Director who serves to age

70 shall become, at the expiration of the last term for

which he is elected, a Director Emeritus. A Director Emeritus
shall have no responsibilities.

The foreioing provisions Elacing qualifications on the
eligibility of Directors are, however, subject to Paragraph 6

of Article VI of the Articles of Incorporation of the Corporation
as amended.

The Board of Directors shall have the entire management
of the business of the Corporation. In the management and
control of the property, business and affaires of the Corpora-
tion, the Board of Directors is hereby vested with all the
powers poscessed by the Corporation itself, so far as this
delegation of authority is not inconsistent with the laws of
the State of Texes, with the Articles of Incorporation of
the Corporation or with these Bylaws, The Board of Directors
éhall have power to determine what constitutes net earnings,
profite and surplus, respectively, what amount shall be re-
served for working capital and for any other purposes, and
what amount shall be declared o8 dividends, and such determina-
tion of the Board of Directors shall be final and conclusive.

ARTICLE XI.
Pees of Directors end Others,

The Board of Directors shall have power to fix and
determine the fee or fees to be paid members of the Board of
Directors, Advisory Directors, or any Committees appointed
by the Directors or Shareholders for attendance at meetings
of saild Directors or Committees., Any fees so fixed and
determined by the Board of Directors shall be subject to
revision or amendment by the Shareholders.
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ARTICLE XII,

Executive and Other Committees.

The Board of Directors, by resolution adopted by & ma-
jority of the number of Directors fixed by the Bylaws, may
elect from 1ts number an Executive Committee of not. less than
three nor more than five members, which Committee may exercise
the powers of the Board of Directors in the management of'the
business of the Corporation when the Board is not in session
except where action of the Becard of Directors 1s specified
or required by law. The Executive Committee shall report its
actions to the Board for approval. The Executive Committee
may make rules for the notice, holding and conduct of its
meetings and the keeping of the records thereof.

The Board of Directors may likewise appoint from its num-
ber or from the Shareholders other Committees from time to time,
the number composing such Committees and the powers conferred
upon the same to be determined by vote of the Board of Directors.

Heetinga,

Regular Meetings cf the Board of Directors shall be held
at such places within or without the State of Texas and at
such times as the Board by vote may determine from time to
time, and if so determined no notice thereof need be given,
Special Meetinge of the Board of Directors may be held at
any time or place, either within or without the State of
Texas, whenever called by the Chairman of the Board of Direc-
tors, the President, a Vice President, the Secretary, an
Asgistant Secretary or three or more Directors, notice there-
of being given to each Director by the Secretary or an Assist-
ant Secretary or officer calling the meeting, or at any time
without formal notice provided all the Directors are present
or those not present have waived notice thereof. Notice of
Special Meetings, stating the time and place thereof, shall be
given by mailing the same to each Director at his residence or
business address @t least two days before the meeting or by
delivering the s&me to him personally or by telephoning or
telegraphing the same to him at his residence or business
address at least one day before the meeting.

ARTICLE XIV,

Jyorum,

A majority of the Board of Directors shall constitute
a gquorum for the transaction of business, but a lees number
may adjourn any meeting from time to time and the same may
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be held without further notice. When & quorum is present

at any meeting, a majority vote of the members in attendance
thepreat shall decide any question brought before such meeting,
except as otherwise provided by law or by these Bylaws,

ARTICLE XV,

officers,

The officers of this Corporation shall be a Chairman of
the Board of Directors, & President, one or more Vice Presi-
dente, & Secretary and & Treasurer and such other officers
and asaistant officers as are permitted or provided by these
Bylaws and appointed by the Board of Directors. The officers
@hall be elected by the Board of Directors after its election
by the Shareholders, and a meeting may be held without notice
for this purpose irmediately after the Annual Meeting of the
Shareholders and at the same place,

- (I N S

The Cheirman of the Peard of Directors and the Preasident
may be, but meed not be, Sharecholders and shall be Dirsctors
of the Corporation, The Vice Presidents, Secretary, Treasurer
and such other officers as may be appointed may be, but need
not be, Shareholders or Directors of the Corporation, Any
person msy hold more than one office provided the duties
thereof can be coneistently performed by the same person,

and except that the President and Secretary shall not be the
same person,

The Board of Directors in ite diegcretion may appoint one
or more Asaistant Secretarics, one or more Assistant Treasurers,
and such other officers or asgents as it may deem advisable,
and prescribe the duties thereof,

The Chairman of the Board of Directere shall be elected
from among the Directors of this Corporation, He may call
meetings of the Board of Directors and of any committee there-
of whenever he deeme it necessary. When present, he shall eall
to order and preside at all meetings of the Sharcholders of this
Corporation and of the Beard of Directors., He shall be the
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principal executive officer of this Corporation, shall have
general supervision over the business and policies of this
Corporation, subject to the control of the Board of Directors,
and may perform all duties and exercise all powers ag .are
conferred by these Bylaws, or by law, on the President except
such duties as are required by law to be performed by a
President, or a Vice President, In particular, the Chairman
of the Board of Directors is hereby prescribed as an officer,
in the place but not to the exclusion of the President or a
Vice President, authorized to sign certificates representing
shares to which shareholdere are entitled, as is permitted

by Article 2,19A of the Texas Business Corporation Act, subject
to all the provisions of said &ct as fully &s if said signing
were by the President or a Vice President. The Chairman of
the Board shall perform such other duties and have such other

powers as the Board of Directors shall designate from time to
time,

The President shall be elected from among the Directors
of this Corporation., In the absence of the Chairman of the
Board, the President shall perform the duties of such Chairman,
The President shall be the managing executive officer of this
Corporation and shall perform all the duties commonly incident
to his office and such other duties as the Board of Directors
shall designate from time to time, The President or a Vice
President, or such other officer or officers as may be
authorized by these bylaws or such other person as is thereunto
specifically authorized by vote of the Bourd of Directors, shall
sign all bonds, adeeds and contracts of this Corporation, The
President or a Vice President or such other officer or officers
as these bylaws may prescribe shall sign all certificates
representing shares of stock in this Corporation to which
Shareholders are entitled,"

ARTICLE XIX,

Yice Prepidents,

Except a8 espeeially limited by vote of the Board of Di-
rectors, any Vice President shall perform the dutics and have
the powers of the Presiient during the absence or disability of
the President, and shall have the power to s8ign all certificates
of stock, bonde, deeds, and contracts of the Corporation, He
ehall perform such other duties and have such other powers as
the Board of Directors, the Chairman of the Board of Directors,
or the President shall designate from time to time, From time
to time, a8 1t may determine advisable, the Board of Directors
may designate an Executive Vice President who, in the absence
or disability of the President, shall be the managing executive
officer of this Corporation, The Executive Vice President shall
possese 2all the powers conferred by these Bylaws on other Vice
Presidents and shall perform such other duties and have such
other powers as the Board of Directors, the Chairman of the

22::& of Directors, our the President may designate from time to
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ARTICLE XX,

Secretary.

The Secretary shall keep accurate minutes of all meetings
of the Shareholders, the Board of Directors and the Executive
or other cormittees of the Board of Directors, respectively,
shall perform all the duties commonly incident to his office,
and shall perform such other duties and have such other powers
as the Board of Directors shall desigrnate from time to time.
The Secretary shall Have the rower, together with the President
or a Vice President, to sign certificates of Stock of the Corp-
oration. In his absence an Assistant Secretary or a Secretary
pro tempore shall perform his duties. The Secretary, any Assist-

ant Secretary and any Secretary pro tempore shall be sworn to
the faithful discharpe of their duties.

ARTICLE XXI,

Treasurer.

The Treasurer shall have and exercise, under the super-
vision of the Board of Directors, all the powers and duties
commonly incident to his office, and shall give bend (which

shall be in the custody of the President) in such form and
with such securities as shall be reguired by the Board of
Directors. lle shall have the custody of the corporate funds
and securities ‘and shall keep full and accurate accounts of
receipts and disbursements in books belonging to the Corp-
oration and shall deposit all moneys and other valuable effects
in the name and to the credit of the Corporation, in such
depositories as may be designated by the Board of Directors.
He shall disburse the funds of the Corporation as ne may be
ordered by the Board, making proper vouchers for such dis-
bursements, and shall render to the President and directors,
at the regular meetings of the Board or whenever they may
require it, an account of all his transactions as Treasurer
and of the financial condition of the Corporation.

ARTIC 1

Removals,

The Shareholders may, at any meeting called for the pur-
pose, by & vote of a majority of the shares of the capital
stock issued and outstanding and entitled to vote, remove
Srom office any Director or other officer elected or appointed
by the Shareholders or Board of Directors and elect or appoint
his successor, but this provision is subject to Paragraph 6
of Article VI of the Articles of Incorporation of the Corpora~
tion as amended, The Directors may, by vote of not less than
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a majority of the entire Board, remove from office any of-
ficer or agent or member or members of any Committees selected
or appvinted by them or by the Executive Committee.

ARTIZLE 200 s
Vacancies,

Any vacancy occurring in the Board of Directors (other
than & vacancy creacted by an inerease in the number of Di-
prectors, which ie governed by Article IX of these Bylaws)
may be filled for the unexpired term by the affirmative vote
of a majority of the remaining Directors though lese than a
quorum of the *Board of Directors, but vacancies in .the Board
of Directors may be filled for the unexpired term by the
Shareholders having voting power at & meeting called for that

urpose, unless euch vacancy shall have been filled by the
irectore,

If the office of any officer or agent, one or more, be-
comes vacant by reason of death, resignation, removal, dis-
qualification or otherwise, the Directors may, by & majority
vote, chooge & successor or successors who shall hold office
for the unexpired term. The foregoing provisions are, however,
subject to Paragraph 6 of Article VI of the Articles of In-
corporation of the Corporation as amended,

The amount of capital stock, and of each class thereof,
shall be as fixed in the Articles of Incorporation or in any
lawful amendments thereto and the votes of the Corporation
from time to time,

Every Shareholder shall be entitled to @& certificate or
certificates representing shares of the capital stoc™ - the

Corporation in such form, complying with iaw aa may dbe pre-
scribed by the Board of ﬁireotora, duly numbered and esealed
with the corporete seal of the Corporstion and setting forth
the number and kind of shares to whiech such Shareholder is
entitled. Such certificates shall be signed oy the President
or a Vice President and by the Secretary or an Assistant
Secretary. The Board of Directors may also appoint one or
more Tranefer Agents and/or Registrare for ite stock of any
class or classes and may require gtock certificates
countersigned by one or more of them. If certificate. .ep..-

-
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gsenting shares of caepitel stock of this Corporation are signed
by a Trensfer Agent and by & Registrar, the signatures there-
on of the President or a Vice President and the Secretary or
an Assistant Secretary of this Corporation, muy be facsimiles,
engraved or printed, Any provisions of these Bylawe with
reference to the signing of stock certificates shall include,
in cases above permitted, such faceimile signatures, In case
any officer or officers who shall have signed, or whose fac-
pimile signature or signatures shall have been used on, any
such certificate or certificates, shall cease to be such of-
ficer or officers of this Corporation, whether because of
death, resignation or otherwise, before such certificate cor
certificates shall have been delivered by this Corporation,
such certificate or certificates may nevertheless be adopted
by the Board of Directors of this Corporetion and te issued
and delivered as though the person or persons who signed such
certificate or certificates or whose facsimile signature or
pignatures oshall have been used thereon had not ceased to be
such officer or officers of this Corporation, Any stock cere
tificates bearing faceimile signatures of officers of this
Corporation, as above provided, may also bear a facsimile

of the seal of this Corporation,

ARTICLE XXVI,
Iransfer of Stock,

Shares of stock may be transferred by delivery of the
certificate accompanied either by an apssi ent in writing
on the back of the certificate or by & written power of at-
torney to sell, assign and transfer the same signed by the
person appearing by the certificate to be the owner of the
shares represented thereby, No transfer shall affect the
right of the Corporation to pay any dividend due upon the
atock, or to treat the holder of record a5 the holder in
faet, until such tranefer is recorded upon the books of the
Corporation or & new certificate is issued to the person to
whom it hes been so transferred, It shall be the duty of
every Shareholder to notify the Corporation of his post of-
fice address.

The Board of Directors shall have power to close the
gtock transfer books of this Corporation for a period not
exceeding 50 daye preceding the date of any meeting of share-
holders or the date for payment of any dividend or the date
for the allotment of rights or the date when any change or
conversion or exchange of capital stock shall go into effect;
provided, however, that in 2ieu of closing the stock transfer
books as aforesaid, the Board of Directors may fix in ad-
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vance & date, not exceeding 50 days preceding the date of any
meeting of shareholders or the date for the payment of any
dividend, or the date for the allotment of rights, or the
date when any change or conversion or exchange of capital stock
ehall go into effect, as & record daete for the determination

of the shareholders entitled to notice of, and to vote at,

any such meeting and any adjournment thereof, or entitled to
receive payment of any such dividend, or to any such allot-
ment of rights, or to exercise the rights in reapect of any
such change, conversion or exchange of capital stock, and in
such case only such shareholders as shall be sharehclders of
record on the dats so fixed shall be ent!tled to such notice
of, and to voce at, such meeting and any adjournment thereof,
or to receive payment of such dividend, or to receive such
allotment of rights, or to exercise esuch rights, as the case
mey be, notwithatanding any trensfer of any stock on the books
o; thisigorporet:on after any such record date fixed as
aforesald,

AR XxXv

In case of the loss, mutilation or destruction of .
certificate representing shares of stock, & duplicate -ertifi-
cate may be issued upon such terms ae the Board of Directors
may prescribe,

ARTICLE XXTX.
Ssel.

The sesl of this Corporation shall consist of & flate
faced circular die with the words and figures "GULP STATES
UTILITIES COMPANY CORPORATE SEAL 1925 TEXAS" cut or engraved
thereon.

Unless otherwiee expressly required by the laws of the
State of Texes, the books and the records of the Corporation
may be kept outside of the State of Texas at such place or
places ap may be designated from time to time by the Board
of Directors,
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ARTICLE XXXI,

Amendments.

These Bylaws may be amended, added to, altered or re-
pealed by the Board of Directors of the Company. In the event
of any such amendment, alteration or repeal of these Bylaws
by the Board of Directours, the notice of the Annual Meeting
of the Shareholders which shall thereafter first be sent to
the Shareholders shall state that the Bylaws have been so
amended, added to, altered or repealed and shall describe or
set forth or be accompanied by statement describing or setting
forth such amendment, addition, alteration or the text of any
article which has been repealed., Notwithstanding anything
hereinabove contained, these Bylaws may be amended, added to,
altered or repealed at any Annual or Special Meeting of the
Shareholders by vote in either case of a majority of the
voting power of the shares of the capital stock issued and
outstanding and entitled to vote in respect thereof, unless
the guestion is one upon which by express provisions of law
or of the Articles of Incorporation or of these Bylaws a
larger or different vote is required, in which case such ex-
press provision shall govern and control the decision of such
question, provided, however, that notice is given in the call

of said meeting that an amendment, addition, alteration or
repeal is to be acted upon,
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SULF STATES VUTILITIES CORPANY

Financia) and Operations Review
1963 - 1973
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The general information presented in this report is not in connection
with any proposed sale or offer to sell or solicitation of an offer to buy
any securities, nor is it intended as a representation by the Company of
the value of any of its securities.
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UARUIL L. AN (Y9 0)

Semlor Vice Progsident
of the Company
Beawsont, Texas

JOMN o . BARTON (1970)
President of Jack's
Cookie Company

Baton Rouge, Louisisne

SETH W. RORBANDT (1670)

Chairaan of the Board
and Pregident of First
Hatfonal Bank in Conroe

Conroe, Texes

EDHIN . MINA (1958
Registered Investmant Adviser
Boston, Massachusetts

BILLIAM H, LLDLANC, JR, (1974)
President of Baton Rouge Supply

Company, Inc
Baton Rouge, Loulsiana

JOM J. BHORRISON (1957)
Rotired Chairman of the
Board of the Company
Beamont, Texas

() Date 2lected to Board

GULF STATES UTILITIES COMPANY

Dirgctors

NORMAN R.OLLE (Y90)
Presidint and Principe)
Oporating Officer of the
Campany
Besurmont, Texas

CHARLES P. MEASHIP, JR, (1987)
President and Director of
Capita) City Press
katon Rovge, Loutstane

JOSEPH R, BRURPKY (1970)

Senfor Vice President
of the Cempany
Desumont , Texas

BENJAKIN D. ORGAIN (1963)
Fgaber of the low fim of
Orgain, Bell & Tucher,

mnl coumse! Tor the
ny
Beawmont, Toxas

FLOYD R, S5MITw (1965)
Chatrman of the Bosrd of
Directors and Principa)
Executfve Officer of the
(Lompany
Beauveont, Texas

Advisory Directors

GLENN €. RICMARD (136",
Retired Chauirman of the Board
of the Company
Bcaumont, Toxas
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HARRELL @. SMITH (1964)
batired Gonera) Monager o the
Lake Cherles Operatiom of
Cittes Service 011 Company
Laka Charles, Lovistamne

PISseAR A, STE)MMAGEN [ ./4)
Pertrer, Statnhagon -
011 Comaray
Beowmont, Tonss .

OLIVER P, STOCUMELL (1969)
Hexbor of the law firo of
Stockum)), St. Digzter,
Stevert 4 Viccellto,
cowmisel for the Company's
Laka Charles Diviston
Lake Charles, Lowigions

FRED V. wILa0N (1964)
inves tments
Port Arthur, Tenas

EGRARD 0. TAUSSIG (1944)
Prasident of Towssiy Corpo-
retion
Lake Charles, Lewtsiam
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GULF STATES UTILITIES COMPANY

SUMMARY OF FINANCIAL PROGRESS
(Thousands of Dollars)
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GULF STATES UTILITIES COMPANY

COMPARATIVE BAL'WCE SHMEETS
(Thousands o ars)

973 1972 _agn

ASSETS

PLANT AND OTHER INVESTMENTS:
Vtility and other plant: _
Electric utility plant,
at original cost §1,307,877  §1,207,649 $1,102,136 $1,017,002
Steam ucts plant, et cost..... 52,833 52,754 52,185 52,072

Gas utility plent, ot cost... % “.a! ;g,m 17,206

Lg Acc;mlam pmiuan for ’
reciation.... 292,97 261,872 231,607 7,084
Tota) plant less accumulated : e
provision for deprecistion... 1,087,708 1,017,382 $40,758 879,526
Investment in and advances to sub-
u::.:::ﬁ compeny, ot equity 2!;.!3? 2,583
ty property and 1nvestments A 1, 1, 1,
Total plant and other invest- 20 22 L2 23

',109,666 1,020,947 841,998 880,758
§1,414 86,2¢) 36,230 35,183

OE FERRED DEBITS AND OTMER ASSETS.. bt 16 : :
TOTAL ASSETS.......... TR EH

WIABILITIES

CAPITAL STOCK AMD RETAIMED EARKINGS:
mmru stock, cumulative, 8160

nmn stock, without par value..
Promtva on prefarred stocks
Ratained earnings
Common equi ty b4
Total cap'ltal stock and nta‘lne
earni
LONG-TERM DE T
First Mortgage bonds
Debentures
70‘.‘ ‘ ".m w' ----- SRR
Teta! Cepitalization
CURRENT LIABILITIES........ S WL E8 04,5 3E, 1V
unmn moln --------------- [ E RN 15."‘
OPERATING RESERVES.......oovvvvns 1,710
CONTRIBUTIONS IN AID OF CORSTRUCTION.
ACCUMULATED DEFERRED INCOME TAXES....

oW LMITIES... gl St % g0
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GULF STATE” UTILITIES COMPANY

COMPARAT I VE BALANCE SHEETS
[Thousands of Doliars)

Avg. Annual Avg. Annual Avg. Annual
Growth Rate Growth Rate Growth Rate
1969 1968 1963 1971 - 1973 1969 - 1973 1964 - 1973

$913,320 $797,571  §507,039 8.8% 10. 43 9.9%
(e g S B i S
13,877 4.5% 3.8% .
' 'uzgfgzﬁ 'St%fgiT 8.3 3.8% 9.4%
185,561 167,524 99,899 12.3% 11.88 11.42
796,268 696,236 461,222 7.3 9.3% 9.0%
1,078 1,163 789 (6.1%) (2.6%) 2.6%
797,346 697,399 462,01 8.0% 9.7% 9.21
20,792 28,432 18175 13.58 12.6% 11.0%
1 .502 \ ? 12.78 3.6% 13.42
§028, §40 §3§§:§i§ 8.28 5.88 9.21
N . $ 62,500 12.5% 7.5 6.5%
a 17%61%%3 -1#51388 88, 829 8. 4% 9.5% 7.83
600 600 567 3.0% .88 1.63%
' 3 857 177 10.2% 10.6% 10.7%
AR} BLiR ) 928 10,08 891
- 308,540 295,740 208,063 10.08 9.38 8.3t
: 6.1% 9.9% 9.8
13.5%) (3.38) (7.9%)
5.9% 9.5% 8.8%
7.7% 9.43 8.61
10. 63 12.3% 15.93
13.1% 16.9% 21.0%
1.08 7.8% 9.7%
16,43 16.5% 23.88
n.e8 n.s *1.0%
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GULF STATES UTILITIES COMPANY

CAPITALIZATION
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GULF STATES UTILITIES COMPANY
FINANCINGS SINCE OCTOBER, 1544
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GULF STATES UTILITIES COMPARY

ELECTRIC OPERAY NG REVENUES
[Thousands ot Uollars)
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GULF STATES UTILITIES COMPANY
GROWTH IN ELECTRIC INDUSTRIAL REVENUES AND KiWH SALES

KWH
Revenues Per Cent Sales Per Cent

(Thousahds ) Increase (Thousands ) Increase

$99,23 27.3 11,001,560 5.6

77,94) 14.1 10,415,986 1"
68,322 7.8 9,371,114 7.
63,394 6.8 8,698,045 7.
59,367 2. 8,098,285 4,
52,858 13. 7,066,849 18.
46,688 9. 6,129,205 6.
42,665 5,749,839 9.
39,706 ‘ 5,249,407 13.
36,096 ' 4,637,833 n.
33,13 : 4,181,722 2.

Avg. Annual
Growth Rate
1971 - 1973

Avg. Annual
Growth Rate
1969 - 1873

Avg. Annual
Growth Rate

1964 - 1973
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GULF STATES UTMeaTIES CW?HY

FLECTRIC REVENUES FROM INDUSTRIAL CUSTOMERS
{Thousands of Dollars)

fverage Anwua) Growth Rate

Flve-yerr ton yeor
1959-1973 1964-1973
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GULF STATES UTILITIES COMPANY

N

Cement

Alpha Portlend Cement Co.
Ideal Csment Co., Baton Rouge

nd Allied P $

Allied Chemical Corp.

Citfes Service 011 Co.
Columbian Carbon Co.
Continental 011 Co.

Cosmar, Inc.

Dow Chemica) Co.

Exxon Chem, Co. U.S.A.

E. 1. DuPont Co.

Fosver Grant Co., Inc.

819 Three Incorporated

Geigy Chemical Company

W. R, Grace & Co. - Davison Div.
Gu1f 011 Corp.

Liquid Air, Inc.

Hercules Powder Co.

Hous ton Chemica) Co.

Jefferson Chemical Co.

Kaiser Aluminum and Chemical Co.
Koch Chamica) Co.

Koppers Co., Inc. (ARCO)

Mobi)l Chemical Co.

Monochem Inc.

0lin Chemical Corp.

Phillips Chemical Co.
Pittsburg Plate Glass Industries
S1d Richardson Carbon

A. Schulman, Inc. - Cabot Corp.
Shell Chem. Co.

Stauffer Chemica)

Uniroyal Chem. Co.

Vulcan Chem. Co.

BASF Wyandotte Chemical Corp.

Grain Handling
Cargill, Inc.

hemica)

Paper w b

Champion Papers, Inc.

Crown Zellerback Corp.
CasTex, Incorporated
Georgia Pacific Corporation
Owens-1111nois MIN
Equitable Bag Co.

Kirby Lumber Co.

Louisfana Pacific Corp.
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Petro Refini nd R

American Petrofina
Gulf 011 Corp.
Shell 011 Co.

Unfon Texas Pet, Div., Allied Chemical Corp.

Unfon 76

Pipeline Pumping

Allied Chem. Cerp.

Colonial Pipe Line Co.

Dixie Pipe Line

Euﬁﬂonr Pipeline Co.

Gulf Refining Co.

Exxon Pipeline Co.

Mobil Pipe Line Co,
Plantation Pipe Line Co.
Texas Eastern Transmission Corp.
Texas Pipeline Co,

Hest Texas Gul7 Pipe Line Co.
BASF Wyandotte Inc.

Salt Mining

International Salt Co.
Jefferson Island Salt Co.
Horton Salt Co.

Shipbuilging

Beaumont Shipyard of Bethlehem Stee)
Levingston Shipbuilding Co.

Steel

American Bridge Div., U. S. Steel Corp.
Stupp Corp.

Synthetic Rubber

B. F. Geodrich, Inc.
Copolyper

Firestone Tire & Rubber Co.
Geodyear Tire § Rubber Co.
Neches Butane Products Co.

South Centra) Bell Tel. Co.

Published by AsbestosClaims.Law
asbestosclaims.law/library/25287/89


https://asbestosclaims.law/library/25287/89

GULF STATES UTILITIES COMPANY

INC APPLICABLE TO COMMON STOCK
#t [Thousands of Dollars)

% Incr2ase Over

Year Amnount Previous Year Dividends
m '] 7 . 'lla
1972 40,%18 16.0 26,569
m . 34,925 - 25,009
1870 34,914 14.0 22,740
1969 30,628 7.0 20,813
1968 28,619 16.0 19,182
1967 24,668 3.6 17,013
1966 23,803 13.6 16,183
1965 20,958 13.5 14,731
1964 18,466 8.0 12,863
1963 17,103 3.4 11,619

GULF STATES UTILITIES COMPANY
COMMON STOCK ZARNINGS AND DIVIDEMD DATA

f Earnings % Increase Over Di;wegds Paid % Paid
. Year Per s;%ro Pravious Year er Share Qut
1973 : 6.9 . 654
1972 1.59 8.9 1.04 65%
197 1.46 (2.0) 1.04 7%
1970 1.49 8.0 .98 6%
1969 1.38 6.2 94 68%
1968 1.30 9.2 .88 687
1967 1.19 3.5 .82 69%
= 1966 1.15 13.9 .78 68%
N 1965 1.01 13.5 R 70%
‘ 1964 B9 8.5 .62 70%
1963 .82 2.5 .56 68%

[ ) Decrease

rage 14
¥

AL L ST E T et Pl Ak FEL R R @ " ThEr e

#
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GULF SYATES UIILITIES COMPANY

TOTAL PLANT 1NYESTMENT

Steam
Electric 4 Gas h 4 Products %
Year Plant Inc. Plant Inc. Plant Inc.
1973 $1,307,877 8.3 $19,975 6.1 $52.833 sy
1972 1,207,649 9.6 18,821 §.3 52,754 1.1
197 1,102,136 8.4 18,044 0% 52,185 .2
1970 1,017,012 11.4 17,506 2.5 52,072 1.3
1969 913,320 14.5 17,083 3.2 51,426 3.6
1968 797,571 15.6 16,550 4.3 49,639 22.0
1967 689,938 13.4 15,870 3.8 20,696 .5
1966 608,307 9.3 15,289 3.5 40,493 ol
1965 556,504 6.5 14,766 3.3 40,394 .4
1964 522,491 3.0 14,29 3.0 40,229 A
1963 507,039 5.6 13,877 3.8 40,205 1.7
Avg. Annual
Growth Rate ; 2
1971 - 1973 8.8% 4.5% 5%
Avg. Annual
Growth Rate
1969 - 1973 10.4% 3.8% 1.3%
Avg. Annual
Growth Rate
1964 - 1973 9.93 3.7% 2.8%

Table in thousandc of dollars

5L abeg
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Total
Plant

$1,380,685
1,279,224
1,172,365
1,086 ,5%0
281,829
863,7¢C
746,500
664,083
611,666
577,016
561,121

b 4
Inc Depreciation
7.9 $292.977
9.1 261,872
7.9 231,607
10.7 207,064
13.7 185,561
15.7 167,524
12.4 150,323
B.6 134,149
6.0 123,750
2.8 113,098
5.2 99.899
3.3%

9.82

9.4%

% of

:

~N
-

—r ol -
chpog
00 ON PO AD = 55 D = 00 W ny

-t N N
~oOoQ

12.3%

11.82

11.4%

=3
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GULF STATES UTILITIES COMPANY

SUMMARY OF OPERATIONS GROWTH

LLELTRIC WMD STLAR PROGUCY S DEPARTWNT

Lus tmery
Wy vdoatia)
 onomer V@)
Industrie)
Other
Tota)

5,09
4,00
b b0
1,433
0

Eilowatt-Hour Salos (Thoussass)
Ko ident ia! '3 1,70 .81
Commerice) . AT IRLE )
Induntria! . " 11,000 580
Other : g il I;::::
Tots) Ut idty . ' ‘s . W '
Stpen Prosucts’ A 2,890, 360 1,600,921
Tots! Snten AT
Flacirie Custorar Dote
Average Filowett-Hour Use
Per toential Cuttomer
Average Revenue Por Res ldenl e’
Customer - Bollars
Guorege Revenue Per Kilowett-
Hour - Cents
“Bon '\ dentia) 1.4 [ 3
Commercis) N 1.6¢
Ingusirial " 0 n
PARTME N1
. - 71,854 o,

‘.Ini;“"‘l b

e -

T Ate faas e 9.800.83) 9,680,472
Sales - B . Cubic Feet §,0104 947 8,881,012
Man - Wiles 1,008 "

CAPARILITY, LOAD AND RESERVLS
(b1 owatts)

Generating unumy ol tiem of
peat Yoad (1)

uub!‘rt purchased froe Som Rayhurn s
Toleeo Deos sng Cojum Lonctric Pooer
Cooparative, Inc. oithoul reserves

Tota! Copabiiity ot time of peat

- e - s ey -

o i
~—o

0.0
. IR

o.M
236 6%

4,564,000

Yo 000 2,000
3,723,000
3,009,400

load 4,752,000
Peat loed m:hmu. nterruptib le
load (1) 3,720, 300
Mus:  Paser sales with reserves
to other ytilily fysiess ¢
LEss 0
Interruptible loed ot Liew o
sty e 9.800 3,000 9,600
hrmm pespr ol th rﬂnrvﬂ
inciluding TYA Diversity
Interchange 114,000
Load for chich rosrrves ore
prov i ded : ‘ 3,7 800
Capabi ity In Eacess of Load 100,00
Less hedy led Heintenonce At Tlee
of Posk Load

3,130,000 2,826,000
1,010,600 333, 00

0 176,000 ed, 000
Reserve Copabllity 1,011,%6 §17, 600 $00,200
verLent reserves n » 0
Onnua| Load Factor \ . v u.n .48
Ouiput

Bl Poawh Gonerelod n.m.% 1:.m.m

het Purchased ond llhmﬂl , N »
Tota) . . : 2),801.20 <3t T - 1

« W1 iom of bPounds

HISCEL LAMEOUS
1,543 7. M6
Fau tonem Stoca Depend - o -

Steas Sales

Pounds Per ligur 7 TP 3,008 Nm m
Flectric Line - Pole #iles

Trensaission (69,000 volts and

3,680 ), 689 .

™" : 15,019 14,658 14,300
Undarground Canstruction -
wiles of Route 0 429 L]

Ower) | ;
Distribution (34 500 wolts and
Unde: |

———— A ————— —— = - — ———

(V) Eaglvges lood served by am capal '\ Vity of the 70,508
B lematt stoem-electric Installalion g inte ned and
operated by the Industriag) Chemicals Division of
Allige Chemical Corporation
Denotes red finure
Decroase
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GULF STATES UTILITIES COMPANY
SUMMARY OF OPERATIONS GROWTH

B

-0 e — e u-o-n
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- e
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» e
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2,475,000

82,650
1,827,000
1,684,000

0

1.,289,.000 1,821,400
268,000 a8 000

_
e

.

~
S
2 2

¢ [
P68, 000 429,800
n o ]
. @.n
W, 3.0 0Js€g
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GULF STATES UTILITIES COMPANY |
ELECTRIC OPERATING REVENUES, KILOWATT-HOURS SOLD AND ELECTRIC PLANT

Thousands)

Electric Opera- % Increase Over Kilowatt-Hours % Increase Over Electric % Increase Over
ting Revenues Previous Year Sold Previous Year Plant Previous Year
$262 ,695 20.1 18,831,936 $1,307,877
218,766 18,062 ,061 1,207,649
190, 585 16,101,296 1,102,136
175,319 14,820,610 1,017,012
164,487 13,768,594 913,320
147,621 12,048,585 797,51
131,953 10,475,406 689,934
121,19 9,696,543 608,307
111,229 8,785,912 556,504
102,652 7,066,788 522,491
97,568 7,129,912 507,032

-

NWNh DWW & —0 :aao

—
PONWRS NS SN

—
. - . L] . .
WRNEQVWOSEGOGND
— —
- —

wwNBoOowWaINW

AUV D O —~—=00
OO =OOurawiNng

— el -

g Growth Rate
1971 - 1973

Avg. Annual
Growth Rate
1969 - 1973

Ave. Amnual
Growth Rate
1964 - 1973
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GULF STATES UTILITIES COMPANY

ADDIT F_GEMERATIN ILITY
ousands © Cwd

Tesal by
frat 1une

(638
520

Poral by FORB.sssss - - R

Foual Capadility
oF Bad of Year...... 2080 2,099 200 3,048 3,085 3,820 8,085 A A58

------------ crevnss-oBohofilod Copabllity-scsvecccssccsconcsnccns

Totad
\esotioe IS 1L, e wa

Zoohes Btatism

(Booussat, Fones),. ...
leuioiens Stations

. ) aod Be. @

(Goten Rowge, &0.)iee.  *
Rizoraits Otatlien

(Lt Chardes, a.)... ~
fow 8. Esloon Blatien

(Lake Gharlos, La.)... =
¥illoy Glen Ptation

(@avom s BliYeose @
fobioe Stst

(Ovmnge , Tomas)

lovis Creck Blation
(Cnares , Teano)

A - Allied Ceemical
(Batun howsa, 1a.)....

5,643

“F Riverslde Buation sold %0 Pitteburgh Plate Glase Cosgaay; howzvor, Whe Camsdny rotaised wee of oush goareting
ecpabilivy wntil Jeswary 1, 1967.
e Canerstica operotwd, selatalsed and Pusled by Allled for wes esclusivaly oo Allied'o systaa. BSioee W euife!

of wece gerarciors do ot curve Culf Biatso Usilities Compasy custosers, 1t s dot couatod as OB capabiliy .
(é Dyerpacs .

Station ualts vore ro-retsd.
Swtica walte vare rFa-roted; capacity baced ca gotizatod steos reguiressats.
¢ Uaite 01 and P0 ware Tatired,
2 Destiom Uit §) wvas re-rated.
Sotrdulod lne-psrvies &swo:
Barly AG7H;
£3% efditien Gus w &a.raving of an existing wait by 38,000 v 1o Aprid, 1975, ead the otditica of & $80,000 bv
wmis e Espromdar, 1979
§ tspasber, 197,
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GULF STATES U, _ITIES COMPANY
WIKTER AND SUMMER PEAK LOADS

Wi ter Per Comt Suser
Pesk Load (X¥) Incresse  Pezk Loed (KM)

2,861,000 10.5 3,781,700
2,589,800 3 3,602,700
2,2%0 .,000 4.0 3,285,000
2,201,100 0.3 3,039,400
1,209,800 10.0 2,850,600
1,817,700 12.7 2,554,000
1,612,200 9.5 2,299,600
1,472,300 2,049,000
1,329 600 1,832,630
1,169,760 1,012,100
1,133,200 s 1,531,460

§ Swmor Pook Logd on Augwet 21, 1973, Winter Peck Load on December 20, 1973.
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GULF STATES  .LIVIES COMPARY
SURPIER AIR CONDITIONING REQUIREMENTS
180 b J 4 B, [ NS TN TN Im e T ww s e S
- —4 —dL L + 4+ .
20§ 4 43— -n—-q'—
- — -.r 4
100 |4 — - . 4384 g
- L 44— X -+ —§— J + 441 + -4
An 43— 133 . " .
= —4 - . 1 5 3 3 & 3 1. 43 3 4 T - ,._J.J
a 60 |+ e " - 34
E - R I -L—-u——-
: HEEHAH jirs
f = U i
: LA A
; A
50 o 3 L
E —— 4+ : —-L . .
.w s & -
_:.._.,k_._ . L3 L
40 .
! £0
100 -4 4 34 '— 43443
-130 -
2,386 2,363 1 2,55 2,570 2,2
BL.J
s levds|s0agdcslslanss gh!u AERE
8T I H—LW o

Average daily temperature minus 65 degrees equals cooling degree days.

- Actual cooling degree days. Normal was 2,420 cooling degree days.
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GULF STATES UTILITIES COMPANY
RESIDENTIAL COOLING AND HEATING KWH USE PER CUSTOMER

Maximum Month's KWK HMaximm Month's KHM
Use of Cooling Period Use of Heating Period %
Year (May-October) Increase (Novasber-April) Increase

1973 859
1972 835
1971 793
1970 810
1969 841
1968 641
1967 569
1966 567
1965 472
1964 455
1963 433

19
60
77
95
84
94
a3
63
36
73
55

- Ly
N - W N e P
S
— ——
~3 — — — o N
S S

3o
F e .

U un W
w
u
“"-ul

—_——
T

Table in kilowatt-hours
( ) Decrease
Table prepared eliminating kilowatt-hour base use per residential customer
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GULF STATES UTILITIES COMPANY
ELECTRIC DEPARTHENT FUEL ECONOMY DATA
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(e1TE] PeIRscHEn R e TONG

6,000 fu——

L
Y, 000
i) v 1 ons

— U PRI TUR eRaTeLE
sessecWille Por B I OGerereied

Fual Cost GV Per Cost of Fual 'g: g‘
sallen)  GM(Gewen) gmemwe el Gl
8,0 20,430,108 10,60 n.n 3.e8

4,08 19,815,018 0,880 a.% .9
", n 19,689, 58 0,3 n.0 e
B.1% 17,874 0% 10,434 "6 L
1,97 19,006,373 o.&n na [ )
n.8 13,626,043 0,383 0.8 tu
2,18 11,088,470 19,68 m.a .
n.sm 10,812,801 10,67 an 113
19,400 0,78 am L E._ w.u .8
18,526 0.W,'W 19,828 9.8 &En
16,669 7,008,548 11,084 19.84 L]
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No, of Homes

Per Oent

i
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GULF_STATES UTILITIES COMPANY
ELECTRIC RESIDENTIAL APPLIANCE DATA

Mo, of Homes Per Cent

dith ¢ Saturetion®  With m
136 55115 W S .u;n:E
Rangss 1,87 8.6 115,868 1,200
Dryers l“nm ”" “0“’ ”ao’ 1,140
Alr Conditioning 264, 414 5.7 Mok, N.A, ‘.m
Heating 3,03 9.4 9,437 L 1% L 7,000
.m “m “l W. lf.' ﬂlm ’Q“ .om
nh'um.nun 24, 407 69.4 N, N, 2,400
Pood Preesers 173,508 . 111,626 39.5¢ 1,000
Color Televisions 193,857(s) 8.5 WA, N.h, 560
‘::«?u:‘u“ 283,896(a) (2} N.A, oA, 360
Total Televisions neam 9.1 345,158 o4, 00
M . m'm.
I S 8, B il swme
um:}uu.:-u poth solor nd bleck and white sets,
A, » T™his data not avallsble for prior yesars.
GRS PR RIUTIE U
LB
AVERAS ANRAL UM
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o o
o o
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I —tn 3 I
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GULF STATES UTILITIES COMPANY
THLY RESIDENTIAL SERVICE RATES

Texas Louisiana
ag Rate Per Kwhr® Ng; Rate Par Kwhr*
y- V.- y- V.= f
Oct. Apri) Oct. . Apri) .;
First 40 Kwhr Used Per Month 5.50¢ 5.50¢ 5.8( S.S;C
Next 60 Kwhr Used Per Month 4.55¢ 4,55 4.57¢ 4.57¢
Next 300 Kwhr Used Per Month 2.60¢ 2.60¢ 2.60¢ 2.60¢
Next 200 Kwhr Used Per Month 2.35¢ 2.35¢ 2.38¢ 2.38¢
Additional Kwhr Used Per Month 1.70¢ 1.35¢ 1.73¢ 1.36¢
Minimum Monthly Charge $1.25 $1.25

Where customers have a standard electric water heater in regular use, the
following monthly final blocks become effective after the first 150 Kwhr, which are
billed at the above rates.

Texas Louigiana
Final Net Rate Per Kwhr? Het Rate Per Kwhr® !
Tank aci Block In Final Block In Final Block
30 tc 70 gallons 400 Kwhr 1.35¢ 1.36¢ |
71 gallons or over 600 Kwhr 1.35¢ 1.36¢
Two or more water
heaters 600 Kwhr 1.35¢ 1.36¢

One hundred percent of kilowatt-hour sales sre covered by fuel adjustment
clauses. L

¥ PTus appiicable fuel and tax adjustments

21 ’
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DL STATESD JITILITIES QORMMPANY

CONDENSED FINANCIAL STATEMENTS

AUBUST
1974

Figuraa apgmeening in this repornt heea beon 1eken fredm the Dooks
of o Compeny. All figurss ropovied e sublest o such cljuse
Nt & the ennusl cudit By incependem coaduntan® Moy Gecices
% be necsmary. The Comgany, in publishing e informstion son
tinad Rorein, do® not mebks of intend © meke sy regresECCIen

VT @ © the valus of @ eae® o ey of Them shoaun in the
L..enoa ghoat,

Agcditions! copisa of his repont mey e comined from tha
office of the Comgeny
POST OFFICE BOX 2061, BEAURIONT, TEXAS 77704
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Gulf Stetes Utilities Compeny
Comparative Belanes Sheet
(Thousonds of Dollars!

ASSETS

Agua 31 1974 Agun 3 1973
Uiility and othar plant, at ortgiml cost!

Elgotric utility glamt . . . . SN ‘ $1,081.27% £1,043,07%
products Riisls Par : S §2 BCd 2,744
g:::mw mmw i) TS S 5 . 19,807 19,164
Towl . . _ 1,183,504 1,114,984
Lsna. Accumulsted wuuon for m«:mwn “hes I2B22 2686 583
Ton‘“::\ll.:;mumw provision for 03017 280501
Construction work in progress, ot cont . 330,282 224 454
Totsl utility and other plant . . . .. . . .. 1,180 434 1,083 Bab
Othar progarty end (nvestments:

Othor progsrty and investmants, at cost . . . | 4 1,036 ‘T4
immuawmwwwvwﬂv.

ot eguity . iy 14 " nz!
Totgl other progarty end invantments . __m ___1_!.1_7_!
Currant 2s0ats.

Cash . 2 i e W 4817
anm : . : & AT 84 aro
Tmmhlmmmu : g 1,500 £
Accounts recaiveble, less accumulated pfmnon iw
Materisis end supplies ' S h vs ety 3,484
¥ ua! stock ,
Prapoy ments

Towl current sssats . |

Dsterred debits:
Unamotized debt expense
Othar .

Totel deterred dabits

31,392
8,308

LIABILITIES
Capitelization:

Capital stock and retained earnings
Common stock . . vl $ 187680
Retanad earnings ; d IRy 1u,xo
Total . . . . e A 243970
Preterrod nocl: 7 Ve T o 117 80O
Pramium on praferred mmu W AT e (.13

Tota capitel stock and retainsd sarnings . . . . 482128
Long-term debt:
First mortpege bonds A LE i gL 879,000
Osbentures . . :
Ungmortized pramium, discount on dom
Total long term dabt
Total copitalizgtion
Current liabilitias:
Notes payoble
Benk g
Other . . .
2ccounts payeble
Customen’ deposits . . .
Tenws ccerved
Interest scerued |
Dividonds docw :
Other current lwbilmc

Totel current Ligbilities

Detarred credits:
Investment wx cradit ’
Accumulated deferred income taxes
Other .

'Totll defarred cradita
Operating rasarves
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Lovisions and Toxes
Orgenlesd undsr the Lovs of Toxss

Comasrative Ingome Suotament
(Thowssnds of Dedlere)

Avpun 9

1824 w3 o

......... $224,49 $167 80 205,810
...... 19,788 11887 4418
Wl P 489 [ XE] 28°

248,788 164,729 02

L T TR et 101,417 48,437 82 580

...... i ian 3 o

....... 2,784 2m 83
............ 21,629 18,207

v i 0213 8.3583 320
% 826 nm

. 12,904 14,306
Deferred - nat e L in 8237 4873 584
investment eredit delerred - net | 1968 2,588

Other . . .. .. - 11,686 12178 a33*

Totel operating expeness . . 198 583 138,696 Hg!
Qpareting ingome P R e A 47,208 43,680
Ciher ingoma (doductions) - nst . . . . 278 142 13
Sllovsanes for funds wad during
construction . . .. .. .. FaL L] 7838 7]
65,322 1300

..... 22 888 4343
.......... A b !m 3& Iﬁ
Totsl intoreat chargss . . . . 26 880 0 488 8,482

................ 28,242 e 4 522°
Proforred dividends . . . . . : 8,487 o

Inzgomo oppliceiie 0 eommon stock .

Aversga common charcs outstanding .
Earnings por averagd common ghare

* Decregee

Notw: Othar income (deductions) - net for 1874 and the current 12 months include resuits of the Compeny's subsidisry, Veribus Corporation,
ot equity.
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Guif States Utilities Company
(Thounsnds of Dollars)

CAPITAL STOCK
Common stock, without psr veiue. authorized 40,000,000 shares . outanding 26,647,328 shere.

Profarred stock, cumulotive 8100 per; guthorized 3,600,000 charos; outstanding 1,175,000 sharas es follows

120,000 sharss 84.40 dividond, entiticd Lpon dempticn to §108 per share $% A LA i ¢ 12,000 |
20,000 sheres 24,80 dividond, ontitiod upen recomption  S108parshere . . . . .. ... .o §,000
0,000 sharss $4.40 divigond, 1840 Sarica, ontitied upon mgamption 10 $1@ porshere . . . .. L. 8,000
70,000 shares 84.30 dividend, entitied upon redomgtion 10 8102818 parehare . . . . . . . . ., A PR AL 7.050
90,000 shares 84,24 dviciand, oniitied upon recomption 1o 810878 arsher . . .. ...l $.000
74,000 oheras 28,00 @vicand, entitiod woon eamption o BICS 2B pershas . . . .. L. e 7.500
109,000 sharss £3.00 divicend, ontitied upon recemgition t BI10083pmerahare . . . . . ... .. L 10,680
160,600 shares §4.02 divigend, antitiad upon redemption 0 BIEBSTporaher® . . .. .. ..o e e 10,000

250,630 sheron £8.08 @vidond, caitiod upen redemaion o §108.24 por shero

By w0 July 1, 1677, ond Chormfar o BRI @or ao@® . . . . . . . . . ... e e @0,000
0,500 sveren 37,30 dividend, entitiad upen rodsmgtion ¢ $108.28 per shere

prier w0 Bspnemier 1, 1077, then unill Soptemzar 1, 1062 o §108.59 por

€@, then untll Bepeavier 1, 1987 w §108.50 asr thare, and themeitdr w0

e b R B B P T L L T T ar T et
LONG-TERW DEGT

Firmt Hartgass Donds:
Q08 Lavien Suo 107D (encluding S1 0G0 InwamBury) . . . . .. L. e e e 8 oD
S R O 2 (o6 3 i b 19 R XA TR MO 0 0 e e 0 kT8 T e WL L 1 R e M TR R 4 12,650
T R AR B N SSRGS S s 10,040
T I 3 505 9 e i bk A A R e T AT T o R R R o e res 13,090
e S e R e N T S T O, AL (e RS i Sy 10,000
o I P PR o BT S, 16,600
T T R A b et e i AL 10,030
4 1/0% Seviss gue 1653 RS A v T g G P O W Py e L e R S, i i [ G g, L 18,000
0 PO I IR ™ 16 4 6a 0100 % 0w T 8 (0 TR R 0 NS T B Kb R i 8 e A b 17,03
A R S N v o) S ey P G i L0 2,020
TR S SRR A TR USSR S S e B e oA S S S e P Oy i 19,060
ST N RN 5 (6 € 650 80 8 0k B M b k18 et R % Rl b Ry i N E B8 Bk e rath 18,200
b e RS N RGPS RS U O S SR T L T, 12,000
A3CHBerkea @ 1882 .. .. .. .. e Ny ¥ S A o S (T R S T B 17,620
SRR OR R U € 4 V6 00, 6 B0 10 16 i) 8 R R RS 8 B B0 L ol b vk b R 8 ke h ik 0,850
e i e e sy s e S $.050
ST RN T TR & w5 44 wcn I R AT Al 0 R RIS 6 AR Y e e e e e 25,600
5 n L E R e e PR A P S L O e PR 1L S T AR S QVED
7 114% Sorics due 1629 Y N e S P AP SISy e gl W A P o MR A BS S SR 0,000
LT T T R ety NN PR, fa g S I Qe e LS HRSE ST e # e e 5,600
B 1/7% Serie cus 3000 SRS T RN AT S 3 B AR A TR MT e A 6 i bk 30,000
e b T R W R R e I S N o A e A B I S 30,000
O IR R S R S Y Y 38,000
e I S R L e N PR g Y e 80,020
8 B/5% Berien cue 2004 (leouad MABreh, 1078) . . . . . . .. . e e e 0000
g!ﬂg

Debontures

4 B/3% due 1081
..................... : 10,12%
Thomes A. Pege,

T resaurer
oty . -] ; . 6 = .. =
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GULF STATES UTILITIES COMPANY
STATEMENTS OF CHANGES IN FINANCIAL POSITION

Furds frem Osareticas: an 22 e R
T gty SR NP . 80T § 45,167,62% ; $ 30,990,410 § M.71 .60
Ite=s mot affocting nrtiq capital:

Deprociation ...... 35,783,687 33,608,217 ' 23,80),3% 22,075,08)
Rrtization of hnl m u\. of o

mt‘ 642 049
Deforrod Pedoral inces tax -« wet ... 6,484,004 8,277,081 4.1, 4,860,082 4,183,782
Gaverrcd St2to incoms fox 206,024 277,338

Imeotmsat tan Credis == MOt ... _“_.M m M m

35,084,996 000 0, 10,009,600

Jncreuse (deeresso) 1n notas paysble ..... : 0,286,710 79,020,600 v 26,311,180
t : 14 : o

Pumds for:
Srese plant editiom ...... REFPELV $107,233,019 §111,314,4)4 §116,888, 204 $12),387,090
D vidend: 34,858 9,089, . s

. 1681 ll.:‘l' m
Catiraamat of lm-m <= 11 78,050 378,000
Tempa cash 1nvos iEsAts ' 47,900,000
Incaa BNt 1@ end odwones u mamnw

IR s 56 b00onbsibnetintanatsvans m

leﬂme (deercase) in working capital

.............................. sssane

(8) Incroasa (decrpase) In cempoRents
of working capita) (oaclwding notas
le GRd LEEDeTary eash

6,144,319 § 5,508,9 § 2,150,808

d 1,006,784 {(W.llel ‘m““i

1. 87,17 $73,247 \ (32768
32,082 W) A4

9,33 (178.338) P

ol vgEs (B8

(1,738,518 (8,838 o

1,268,879
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To request copies of Annual
Reports, Quarterly or Interim Reports,
Monthly Condensed Financial Statements,
or other miscellanzous information
about Gu1¥ States Utilities Company,

please phone or write to

R. M. Jackson
Secretary

Area Code: 713-838-6631

P. 0. Box 2951
Beaumont, Texas 77704

Prepared by

Corporate and Finance Department
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Septeiber 27, 1974

ROTC TO FILE: Gulf States Utilities Crupany,

River Bend Station, Units

1

¢, Dkt. Nos. 50-458A & 50-459A

A
Blue 11i11s Station, Units ) & 2, Dkt. Nos. 50-510A & 50-511A

On today's date I had a telephone conversation with Frederick H. Ritts,
» Nashington, D.C. 'Mr. Ritts

Attorney, 600 New liampshire Avenve, i.W.
represents the Sam Rayburn Dem Electric
that in Tate August 1974 et the conclusi

Federal Pover Comn'ssion attorncys for Gulf States ady

posed Blus Hills Huclear Units had been
for financial reasons. They also advise

are not located in Texas.

Co-
on

op (Sam's Dam). -He advised
of a'hearin? before the :
sed that the pro-

postponed for at least two {ears
d that “for the present"” Gulf
States would oppose access by Sam's Dam to River Bend because the units

Mr. Ritts advised that his clients are in a'rapidly growing area and -
\‘ere depending upon access to the Blue Hills Nuclear Units for assistance

in the future, Sam's Dam has reteined the engineering firm of Sanderson
end Porter of !lew York City for a feasibility study. Mr. Ritts requested
a m2eting with 0GC to discuss this matter and to explore possible access
to Gulf States' River Bend Units, We agreed to meet in my office on

Fonday, Cctober 21, 1974 at 11:00 a.m.
have a representative from Sanderson and
that he anticipated the meeting to last

< NEL
fﬁ<”?//

-

Mr.
Po
no

s gt -

Ritts advised that he vould
rter present at the meeting and
longer than an hour.

—
' e 4 ]

Benjamin H, Vogler
Assistant Antitrust Councel

ec: Joseph Rutberg¢4¢*’('

Argil Toalstod=

i £y S - - iy o
o Wi s s CO v e P ifailon,

/
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NEW ISSUE
1n the opinion of bond counsel, interest on the Bonds is exempt under existing statutes, regulations,
court decisions and rulings, from all present Federal income taxes. except under certain conditions as

explained under the caption “Tax Exemption” herein, end under the provisions of Louisiana statuies,
interest on the Bonds is exempt from all taxation in the State of Louisiana.

OFFICIAL STATEMENT
$20,000,000

INDUSTRIAL DEVELOPMENT BOARD OF THE

ParisH OF CALCASIEU, INC. (LOUISIANA)
POLLUTION CONTROL REVENUE BONDS

(Gulf States Utilities Company Project)
Series 1974

Pavable, except to the extent pavable from Bond proceeds, solely from and secured by a pledge
of subrentals derived from the sublease of the Project by the Board to, and an unconditional guaranty
of the payment of principal of, premium, if any, and interest on the Bonds by,

GuLF STATES UtiLmEes COMPANY

Dated: December 1, 1974 Due: December 1, as shown below

The Ponds will be issuable as coupon bonds in the denomination of £5,000 each, registrable as to
principal only, and as fully registered bonds without coupons in the denominations of §5.000 and any
integral multipie thereof. Principal and semi-annual interest (June | and December |, commencing June
I, 1975) will be payabie on the coupor Bonds at the principal office of Hibeinia National Bank
in New Orleans, located in New Orleans, Louisiana, as Trustee, or at the option of the holder at
the principal office of Irving Trust Company, located in New York, New York, as Paying Agent -and
on the fully registered Bonds at the principal office of the Trustee.

The Bonds will be subject to redemption prior to maturity as more fully described herein

MATURITY SCHEDULE
$ 3,000,000 6%% TERM BONDS DUE DECEMBER 1, 1984
$ 3,000,000 7% % TERM BONDS DUE DECEMBER 1, 1989
$14,000,000 7% % TERM BONDS DUE DECEMBER 1, 2004
PRICE 100%
(Plus Accrued Interest from December 1, 1974)

The Bonds are offered, subject to prior sale, when, as and if issued by the Industrial Development
Board of the Parish of Calcasieu, Inc. and accepted by the Underwriter named below, subject to the
approval of legality by Foley Judell Beck Bewley & Landwehr, as bond counsel, and approval of certain
legal matters by Kutak Rock Cohen Campbell Garfinkle & Woodward, as counsel for the Underwriter,
and certain other conditions. It is expected that delivery of the Bonds will be made at the offices of Blyth
Eastman Dillon & Co. Incorporated on or about December 20, 1974, in New York, New York.

BLyTH EAasTMAN DiLron & Co.

Incorporated

MNovember 18, 1974
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OFFICIAL STATEMENT
$20,000,000
INDUSTRIAL DEVELOPMENT BOARD OF THE
Parist OF CALCASIEU, INC. (LOUISIANA)
POLLUTICN CONTROL REVENUE BONDS

(Gulf States Utilities Company Project)
Series 1974

INTRODUCTORY STATEMENT

This Official Statement is proviced to furnish information in connection with the sale by the
Industrial Develcpment Board of the Parish of Calcasieu, Inc (the “Board"), of its Pollntion Control
Reveane Bonds (Gulf States Utilities Company Project) Series 1974 in the aggregate principal amount
of $20,000,000 (the “Bonds”), to be issued pursuant to an Indenture of Trust and Pledge dated
as of December 1, 1974 (the “Indenture”) between the Board and Hibernia National Bank
in New Orleans (the “Trustee”). The Bonds are being issued to provide tunds for the cost of acquiring,
improving and equipping & project (the “Project”), which consists of air and water pollution control
tacilities (the “Leased Equipment”) at the Roy S. Nelson electric generating plant (the “Plant™) of
Gulf States Utilities Company (the “Company”) and easement interests in certain lands upon which the
pollution control facilities will be located (the “Project Site").

Pursuant to an Equipment Lease dated as of December 1, 1974 (the “Equipment Lease™) between
the Board and the Company, the Company will lease the Leased Equipment to the Board Pursuant to
a Subleass Agreement dated as of December |, 1974 (the “Sublease™) between the Board and the
Company, the Board will sublease the Project to the Company. Pursuant to an Easement Agreement
dated s of December 1, 1974 (the “Easement”) the Company has granted to the Board the right to
maintain the Leased Equipment on the Project Site during the term of the Equipment Lease.

The Bonds will be secured solely by a pledge of the subrentals derived by the Board from the
Company pursuant to the Sublease. The subrentals payable by the Company pursuant to the Sublease
will be sufficient to pay the principal of, premium, if any, and interest on the Bonds together with
related expenses of the Trustee, any paying agent and the Board. In addition, pursuant to a Guaranty
Agreement dated as of December 1, 1974 (the “Guaranty”), the Company has unconditionally guar-
anteed the payment of the principal of, premium, if any, and interest on the Bonds. The Bonds will not
be secured by a mortgage of, or security interest in, the Project. The Project, the Equipment Lease,
the Sublease (except the obligation of the Company to pay subrentals and other amounts required
under the Sublease), the Indenture and the Easement are subject to the rights, including the right to
take possession of the Project, of the trustee and first mortgage bondholders under the Indenture of
Mortgage dated September 1, 1926 from the Company to Chase National Bank of the City of New
York, as trustee, as such indenture has been supplemented, modified or amended and as it may be
supplemented, modified or amended in the future (the “Company’s Mortgage"). |

Brief descriptions of the Board, the Project, the Bonds, the Guaraniy, the Equipment Lease, the
Sublease, the Easement and the Indenture are included in this Official Statement and a brief description
of the Company, including its financial statements, is attached hereto as an Appendix. All references
herein to the Guaranty, the Equipment Lease, the Sublease, the Easement and the Indenture are
qualified in their entirety by references to such documents, and references herein to the Bonds are
qualified in their entirety by reference to the forms thereof included in the Indenture and the informaion

with respect thereto included in the aforesaid documents, copies of all of which are available for inspec-
tion in the office of the Trustee.

3
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THE BOARD

The Board was incorporated on August 2, 1972, following application to =nd spproval of the
Police Jury of the Parish of Calcasieu, Louisiana. The Board is a public corporation and instrumentality
of the Parish of Calcasieu, Louisiana, organized and existing under the laws of the State of Louisiana.
Pursuant to the provisions of Chapter 7, Title 51 of the Louisiana Revised Statutes, as amended by
Act 103 of the Regular Session of the Legislature of Louisiana for the year 1972 (the “Act”), the
Board is authorized to issue the Bopds, to acquire a leasehold interest in the Leased Equipment from
the Company, to acquire certain interests in the Project Siie from the Company, to sublease
the Project to the Company and to secure the Bonds by a pledge of the subrentals to be received by
the Board from the Company pursuant to the Sublease. To accomplish such actions, the Board is
authorized to enter into the Indenture, the Equipment Lease, the Easement and Sublease.

THE PROJECT

The Plant is located in Calcasieu Parish, Louisiana, and is comprised of four units with a total
generating capability of 899,000 kilowatts. The units were originally designed to burn natural gas as
the primary fuel and No. 2 fuel oil on an emergency basis. Units Nos. 1, 2, and 3 are being converted
to buta No. 2 fuel oil on a continuous basis. Unit No. 4 is being converted to burn No. 6 fuel oil
on & continuous basis. This conversion will require the installation of oil storage facilities, pumping
and transferring facilities, burning facilities, control equipment, and certain pollution control equipment.

including the Project. The Project will comsist of the air and water pollution control equipment
described below.

The air pollution control equipment includes an electrostatic precipitator for Unit No. 4 which
is designed to remove 95.0% of the particulate matter from the boiler flue gas and an ash disposal system

which includes all equipment to remove, transfer, store and dispose of the ash collected by the precipitator.
After collection by the precipitator, the ash i transported by a pneumatic conveying system to
storage silos. The silo is an ash storage facility with a capacity of four days of ash production. The
silo will be so constructed to allow removal of the ash by truck. The ash will be disposed of in an
esh disposal area located on the site of the Plant. Disposal will include compacting the ash and

covering it with dirt. Tue disposal area will be designed such that rain water runoff will be trapped
and retained before release.

The air pollution control equipment also includes a system of ducts to be used to transfer
the flue gas from the boiler to the precipitator. The system will include steel plate work, insulation.
and support steel. Monitoring equipment will be installed to continuously monitor the flue gas for
content of oxides of sulphur and nitrogen and opacity. The equipment will include stack sensors, trans-
mitters, and recording equipment. The air pollution control equipment also includes certain electrical
equipment and mechanical equipment related to the above listed items.

The Air Control Commission of the State of Louisiana has certified that the above portion of the

Project, as designed, is in furtherance of the purpose of abatirg or controlling atmospheric pollutants or
contaminants. ]

The water pollution control equipment includes a waste water treating facility equipped to
neutralize acid or basic solutions. The facility will consist of storage basins. associated pumps. piping.
a chemical additive system, sludge removal system, and electrical and control systems. Waste water
treated in this facility will include air heater wash water, furnace fireside wash water. boiler acid
cleaning waste water, demineralizer waste water and other waste water as required. Water treated
by this facility will be discharged into an existing holding basin and then into the Houston River

4
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water pollution control equipment also includes an oily waste collecting system, which is

to treat rain water runoff from areas where fuel oil is handled ot stored. All runoff in

areas will be retained ang inspected before release through an oil-water separator. The system

consist of retainment basins, separator pump pits, sump pumps, oil detectors and annunciators,
trical facilities to serve the sump pumps, and controls, piping and valves.

The Stream Control Commission of Louisianz has certified that the above portion of the Project,
as designed, is in furtherance of the purpose of abating or controlling water pollution.

THE BONDS

|
:

be issued as coupon bonds in the denomination of $5,000 each, registrable as

as fully registered bonds without coupons in denominations of $5,000 and
thereof. The coupon Bonds will be dated as of December 1, 1974, and will
that date &t the rates and will mature in the amounts and on the dates set forth
of this Official Statement. The fully registered Bonds will be dated as of June 1
, next preceding their date of issue, or if issued on & June 1 or December 1, as of
shall bear interest from their date at the same rates and with the same maturities as
o Bonds. Interest on the Bonds will be payable semiannually on June 1 and December 1
year, commencing June 1, 1975. Principal of, premium, if any, and interest on the coupon
are payable at the principal office of the Trustee, or at the option of the holder at the principal
office of Irving Trust Company located in New York, New York, as Paying Agent. Principal of
and premium, if any, on the fully registered Bonds are payable at the principal office of the Trustee,
and interest on the fully registered Bonds shall be paid by check or draft drawn upon the Trustee
and mailed to the registered owner thereof. Co» Bonds and fully registered Bonds may be trans-
ferred or exchanged without cost, except for { . or other governmental charge and a charge not
to exceed $2.00 for each Bond exchanged frc any Bondholder requesting any such exchange for
a secoud time with respect to Bonds previously issued in exchange to such Bondholder.
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Security. The Bonds, together with interest thereon, are not general obligations of the Board
but are limited obligations payable solely from and secured by a pledge of subrentals and other
amounts derived from the subleasing of the Project and other moneys held by the Trustee for that
purpose. The Board shall not be obligated to pay the Bonds nor the iuterest thereon except from such
subrentals and other amounts payable under the Sublease. Neither the Parish of Calcasieu nor the State
of Louisiana nor any political subdivision thereof shall be obligated to pay the principal of the Bonds,
the interest thereon or other costs incident thereto except from the subrentals and other amounts pledged
therefor. Neither the faith and credit of the Board nor the taxing power of the Parish of Calcasieu or
the State of Louisiana or any political subdivision thereof is pledged to the payment of the principal of
or the interest on the Bonds. The Bonds and the coupons attached to the coupon Bonds shall not con-
stitute an indebtedness of the Parish of Calcasieu, Louisiana, within the meaning of any constitutional

or statutory provision whatsoever. The Project does not constitute any part of the security for the
Bonds. :

Redempéion. The Bonds are non-callable for .. .ption prior to December 1, 1984, except
as described below:

Extraordinary Optional Redemptions: The Bonds may be redeemed by the Board in whole,
but not in part, on any date at the principal amount thereof plus accrued interest to the redemp-
tion date upon the exercise by the Company of its option to prepay all subrentals due or to
become due from it pursuant to the Sublease if

(a) in the reasonable judgment of the Company, unreasonable burdens or regulations
or excessive liabilities shall have been imposed upon the Board or the Company with respect

s

Gulf States Utilities Company Annual Report (1973) Published by AsbestosClaims.Law
ACL Doc 25287 - Page 116 of 155 asbestosclaims.law/library/25287/116


https://asbestosclaims.law/library/25287/116

to the Project or the operation thereof, including without limitation, Federal, state or other
ad valorem property, income or other taxes not being imposed on the date of the Sublease:

(b) the Project or a portion thereof or other property used in connection with the
Project shall have been damaged or destroyed to such an extent that the Company deems
it not practicable and desirable to rebuild, repair and restore the Project;

(¢) there is a condemnation of all or substantially all of the Project or a taking by
eminent domain of such use or control of the Project or other property used in connection
with the Project so as to render the Project unsatisfactory to the Company for its intended use;

(d) in the reasonable judgment of the Company any changes in ec~~~mic conditions,
or the existence, application, or change of any existing or future laws, or any governmental or
regulatory regulations, orders, ordinances, guidelines, licenses, or permits applicable to the
Company or any of its operations or properties make it advisable to reorganize the Company
and incident thereto, the Company undertakes either to (i) redeem any one or more series,
or portions thereof, of any bond issued under the Company's Mortgage, under provisions
thereof permitting such redemption, or (i) assign the Sublease or sublet the Project
and the Company deems it necessary or appropriate to be released from primary liability when
not otherwise permitted under the Sublease, or (iii) dispose of property including the Project

or any portion thereof or merge or consolidate with another corporation in a manner not
permitted under the Sublease; or

(e) changes in the economic tvailability of raw materials, operating supplies, fuel or
other energy sources or supplies, or facilities necessary for the operation of the Project or
any other property of the Company with which it conducts its operations at the site of the
Project or such technological or other changes shall have occurred which the Company cannot
reasonably overcome or control and which in the Company's reasonable judgment render the
Project or any other property of the Company with which it conducts its operations at the
site of the Project uneconomic for such purposes.

Extraordinary Mandatory Redemption: The Bonds shall be redeemed by the Board in
whole, but not in part, on any date at the principal amount thereof plus accrued interest to the
redemption date if as a result of any changes in the Constitution of the State of Louisiana or
the Constitution of the United States of America or of legislative or administrative action (whether
state or Federal) or of final decree, judgment or order of any court or administrative body
(whether state or Fedecal), the Sublease shall have become void or unenforceable or impossible

of performance in accordance with the intent and purpose of the parties as expressed in the
Sublease.

Optional Redemprion: The Bonds which mature after December 1, 1984 are also subject to
redemption prior to maturity on or after December 1, 1984, in whole on any date or in part in
inverse order of maturity (less than all such Bonds of a single maturity to be selected by lot) on
any interest payment date at the redemption prices (expressed as percentiges of principal amount)
as set forth in the table below plus accrued interest to the redemption date:

ey

December 1, 1984 thru November 30, 1985
December 1, 1985 thru November 30, 1986
December 1, 1986 thru November 30, 1987
December 1, 1987 thru November 30, 1988
December 1, 1988 thru November 30, 1989
December 1, 1989 thru November 30, 1990
December 1, 1990 and thereafter
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Sinking Fund Redemption: The Bonds which mature on Decomber |, 2004 are also subject
to redemption by lot, pursuant to the terms of a mandatory sini g fund provided in the Indenture,
on each December | on and after December 1, 1995, at the principal amount thereof plus accrued
interest to the redemption date as follows:

o e Ve oz
1995
1996
1997
1998
1999

® Final Maturity

The principal amount of the Bonds which mature on December 1, 2004 to be redeemed pur-
suant to the sinking fund, shall be reduced by the principal amount of any such Bonds theretofore
redeemed (otherwise than through operation of the sinking fund) or otherwise acquired, delivered
to the Trustee and cancelled which have not theretofore been applied as a credit against any
sinking fund requirement.

No further interest shall sccrue on the principel of any Bonds called for redemption after the
redemption date if payment therefor has been duly provided. All coupons for interest thereon maturing

gubsequent to such date shall be void. Upon certain tcrms and conditions specified in the Indenture,
the Bonds or any portion thereof shell be deemed to be paid and the pledge of subrentals made in
the Indenture for the security of such Bonds may be discharged prior to the maturity or redemption
thereof upon the making of provision for the payment through the deposit with the Trustee in the
manner set forth in the Indenture of cash or securities sufficient to provide amounts (including interest
on such securities) to pay when due (at maturity, upon redemption or otherwise) the principal of,
premium, if any, and interest on such Bonds. See “The Indenture — Discharge of Lien" herein.

Additionsl Boads. So long as the Sublease is in effect, and there is no default under the Sublease,
Equipment Lease or the Indenture, one or more series of Additional Bonds may be autheaticated and
delivered for the purpose of completing the Project, or providing substitutions, additions, modifications or
improvements to the Project, or providing additional air or water pollution control facilities at the Flant,
all as authorized by the Act, or to refund Bonds then outstanding. Such Additional Bonds shall be
payable solely from the subrentals and other amounts derived from the subleasing of the Project. Except
as to any difference in the date, the maturity or maturities, the rate or rates of intezest or the provisions
for redemption and sinking fund, if any, such Additional Bonds shall rank pari passu and be equally
and ratably secured under the Indenture with the Bonds and all other series of Additional Bonds, ' any,
without preference, priority or distinction of any Bonds or Additional Bonds or coupons over any other
thereof. Prior to the issuance of such Additional Bonds the Company must have unconditionally
guaranteed payment of the principal of, premium, if any, and interest on such Additional Bonds.

Righis of First Mortgage Trustee and Bondholders. The rights of the Board with respect to the
Project are at all times subject and subordinate to the rights, including the right to take possession
«of the Project, of the trustee or bondholders of the first mortgage bonds of the Company issued and
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outstanding or to be issued under the Company's Mortgage. The exercise of such right shall not
terminate the obligations of the Company to pay subrentals under the Sublease.

THE GUARANTY

Pursuant to the terms of the Guaranty, the Company will unconditionally guarantee to the
Trustee for the benefit of the hoiders of the Bonds and of the interest coupons appertaining to the
coupon Bonds (i) the full and prompt payment of the principal of and premium, if any, on any
Bond when and as the same shall become due, whether at the stated maturity thereof, by acceleration,
call for redemption or otherwise, and (ii) the full and prompt payment of any interest on any Bond
when and as the same shall become due. The Guaranty will remain in effect until the entire principal of,

premium, if any, and interest on the Bonds shall have been paid in full or provided for in accordance
with the Indenture.

Orgain, Bell & Tucker, counsel for the Company, will pass on the due authorization, execution and
validity of the Guaranty. Relying on such opinion with regard to the validity of the Guaranty, it will
be the opinion of Foley Judell Beck Bewley & Landwehr, acting as bond counsel, that in a bank-uptcy
Or reorganization proceeding with respect to the Company under the Federal Bankruptey Act, a
claim against the Company arising under the Guaranty, if timely filed, would rank as that of a general

unsecure. creditor and, although there are no cases directly in point, based on relevant legal principles

such a <l.v would not be subject to the provisions of such Act limiting claims for damagen resulting
from the rejection of a lease of realty.

THE EQUIPMENT LEASE

Pursuant to the terms of the Equipment Lease, the Company agrees to purchase, acquire, con-
struct and install the Leased Equipment and to lease it to the Board. The following is a summary
of certain provisions of the Equipment Lease.

fosusmee of the Bomds. The Company agrees (0 purchase, acquire, construct and install as
part of the Project on the Project Site the Leased Equipment in accordance with plans and specifi-
cltionl.lndutromﬁmetotimepriorwoomplcﬁonnhlllbcspaciﬁedbythe('.‘ompmyinwriung
to the Board and the Trustee. The Leased Equipment will be owned by the Company and will be
subject to the Equipment Lease. The Company has agreed to use its best efforts to cause the purchase,
acquisition, construction and installation to be completed by December !, 1977, but if for any
reason the Project is not completed by that date, there will be no resulting liability on the part

of the Company an' »~ diminution in or postponement of the rental payments required under the
Equipment Lcase.

The Board is issuing the Bonds to provide funds for the purchase, acquisition, construction and
installalon of the Project (the “Cost of Construction”), including capitalized interest on the Bonds
and expenses in connection with the issuance and sale of the Bonds, through its rental payments
made pursuant to the terms of the Equipmeat Lease, and will deposit the proceeds with the Trustee.
An amouat equal to the accrued interest, if any, to be paid by the purchasers of the Bonds will be
deposited in the Bond Fund. The balance of the funds received from the sale of the Bonds will be
deposited in the Construction Fund. Pursuant to the terms of the Indenture, the Board has authorized
and directed the Trustee to make payments from the Construction Fund to pay the rentals required
under the Equipment Lease. Upon receipt of a certificate evidencing the completion of the Projest,
the Trustee will transfer all moneys remaining in the Construction Fund to the Bond Fund. except
any amount retained by the Trustee for any rentai to be paid by the Board not then due and pay-
able, and any amount that the Company shall have directed the Trustee to use to purchase Bonds
in the open market for the purpose of cancellation. In any event, the amount transferred into the

Bond Fund shall not exceed in the aggregate 8% of the amount of the proceeds (excluding accrued
interest) received by the Board from the sale of the Bonds.
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If the moneys in the Construction Fund available for payment of the Board's rental payments
are not sufficient to pey the Cost of Construction in full, the Company agrees to cumplete the
Project and to pay the balance of such Cost of Construction in excess of the moneys available in

the Construction Fund. without any reimbursement from the Board, the Trustee or the holders of
any of the Bonds

Term of Equipment Lense and Rentsi. The Equipment Lease shall be for a term of thirty years
and one day, commencing as of December 1, 1974, and ending on December 2, 2004, unless sooner
terminated. The Board agrees to pay to the Company as rental for the use of the Leased Equipment
an amount equal to the lesser of (a) the total amount of the proceeds (less accrued interest on
the Bonds received at the time of the issuance and delivery of the Bonds) from the sale of the
Bonds or (b) the total Cost of Construction. Upon payment in full of all the Bonds (or provision
for payment having been made in accordance with the provisions of the Indenture) and all fees
and charges of the Trustee, and all other liabilities of the Company accrued under the Equipment Lease
and the Sublease, the Company shall be entitled to terminate the Equipment Lease prior to the end of

the term thereof upon written notice to the Board and the Trustee accompanied by a payment from
the Company to the Board of $100

Assionment, Subleasing, Morigaging and Selling. Except for subleasing the Project to the
Company under the Sublease and the assignment to the Trustee of the subrentals and any other
amounts payable to the Board under the Sublease, the Board agrees that it will not assign the
Equipment Lease, nor sublease, mortgage, sell, assign, transfer, convey, or encumber the Project or its
interest therein, in whole or in part. Any assignment, pledge or grant by the Board to the Trustee
pursuant to the Indenture of the subrentals or other moneys under the Sublease shall be subject and
subordinate to the Equipment Lease and the Sublease.

Defwlt. The Equipment Lease provides that an “event of default” shall have occurred if the
Board fails to observe and perform any covenant, condition or agreement under the Equipment Lease
to be observed or performed for a period of thirty days after written notice shall have been given
to the Board and the Trustee by the Company, unless extended by the agreement of the Company.
If the failure stated in the notice cannot be corrected within the applicable period, the Company
and the Trustee will consent to an extension of time if corrective action is instituted by the Board
or the Trustee within the applicabie period and diligently pursued until the default is corrected.

Remedies. Whenever an event of default shall have h: ¢ned and be continuing, and if the
Company shall pay to the Trustee all amounts which the Trustee is entitled to receive under the Sublease
as assigned to the Trustee by the Board (which amounts shall be at least sufficient to redeem all Bonds
then outstanding under the Indenture and to pay all expenses of the Trustee and any Faying Agent
accrued and to accrue through final payment of the Bonds and ail other liabilities of the Company
accrued and to accrue under the Sublease), the Company may take possession of the Project and
upon thirty days notice to the Board and the Trustee terminate the Equipment Lease if such default
is not remedied during such thirty day period.

Amendments, Changes and Modifications. The Equipment Lease may not be effectively amended,
changed, modified, altered or terminated without the written consent of the Trustee. Pursuant to the
Indenture. the Trustee and the Board may, without the consent of or notice to the Bondholders, consent
to certain amendments, changes or modifications of the Equipment Lease. Any other amendments,
changes or modifications of the Equipment Lease require the written approval or consent of the holders
of not less than 60% in aggregate principal amount of the Bonds at the time outstanding See
“The Indenture — Amendments to Equipment Lease or Sublease” herein
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-' Pursuant to the provisions of the Sublease, the Board will sublease the Project to the Company

at subrentals sufficient to pay the principal of, premium, if any, and interest on the Bonds together
with related expenses. The following is a summary of certain provisions of the Sublease.

Term of the Sublease and Subeental. The term of the Sublease shall commence as of December
I, 1974, and shall end on December I, 2004, or such earlier date as the Company may prepay its
subrental payments.

The Company agrees to pay the Board as and for subrental and for the use of the Project on

May 31 and November 30 of each yéar commencing May 31, 1975, amounts which, together with

other moneys available therefor in the Bond Fund, will equal the amount of interest and principal,

if any, required to be paid on the Bonds (whether at maturity, by sinking fund redemption or otherwise )

on the next succeeding June | or December 1. The Company also agrees to pay as additional subrental

the reasonable fees and expenses of the Trustee and any Paying Agent not theretofore provided for and
l - authorized expenses of the Board related to the Project.

In the event the Company should fail to make any required payment, the obligation to make such
payment shall continue until the amount in default shall have been paid, together with interest at a rate
which shall be 1% above the lowest raie then chaiged by the Trustee on loans made to prime corporate
borrowers or the maximum rate permitted by Louisiana law, whichever is lesser.

Net Sublease. The Sublease will be a “net sublease” and the Company unconditionally agrees to

pay tie subrentals to be paid by it during the term of the Sublease, free of any deductions, and without
abatement, deduction or set-off.

Texes and Other Governmestal Charges. The Company agrees to pay all taxes, assessments
and other governmental charges lawfully imposed upon the Project or any part thereof or upon income
and profits from the Project, provided that the Company may contest the validity of such taxes, assess-
ments and other charges in good faith, and permit such taxes, assessments and other charges to remain
unpaid during the period of such contest unless by Such nonpayment the lien of the Indenture on the

revenues of the Project would be materially endangered, or the Project or any material part thereof
would be subject to loss or forfeiture.

Maintenance, Sebstitutions, Additicns, Modificatioas and improvements. The Company agrees
that at all times during the term of the Sublease it will, at its own expense, keep the Prcject in good
repair. The Company may make such substitutions, additions, modifications and improvements to the
Project as the Company may deem to be desirable for its pollution control purposes, the cost of which
substitutions, additions, modifications and improvements shall be paid by the Company, and any such
changes shall be included under the terms of the Sublease as part of the Project. The Company agrees
not to permit any lien to be established for labor or materials in connection therewith which might

endanger the lien of the Indenture on the revenues of the Project or subject the Froject or any
material part thereof to loss or forfeiture.

Iasurance. The Company agrees to insure the Project in such amounts and against such loss or
damage of the kinds and in the amounts require by the Company's Mortgage.

Damage, Destruction and Condemnation. Unless the Company shall elect to prepay subrentals
pursuant to the provisions of the Sublease (see paragraphs (b) and (¢) under the caption “The
Bonds — Redemption — Extraordinary Optional Redemptions™), if the Project or any portion thereof
is destroyed in whole or in part or is damaged by fire or other casualty, or title to, or the temporary
use of, the Project or any part thereof shall be taken under the exercise of the power of eminent
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domain, the Company shall continue to be obligated to make the subrental payments required under
the Sublease; the Company may elect, but is not required, to repair, replace, restore, relocate or rebuild
the Project. Neither the Board, the Trustee or the holders of the Bonds shall have any interest in or

claim to or otherwise he entitled to the net proceeds of any insurance proceeds or any condemnation
award.

Assigmment, Merger and Release of Obligations of the Company. Subject to certain conditions
the Company may assign the Sublease or resublease the Project without the necessity of obtaining the
consent of either the Board or the Trustee, but such assignment or resubletting, except in the event
of a consolidation, merger or disposition of assets permitted by the Sublease, will not operate to relieve

. the Company of its primary liability under the Sublease. The Sublease provides that the Company
may not consolidate with or merge into or dispose of all or substantially all of its assets to another
corporation unless such other corporation shall be organized under the laws of one of the states of
the United States of America, shall be qualified to do business in the State of Louisiana, and shall
assume in writing all of the obligativas of the Company under the Sublease.

Detaults. The Sublease provides that any one or more of the following events will constitute an
“event of default”:

(1) failure by the Company to pay the subrentals required under the Sublease for payment
of interest, premium, if any, and principal on the Bonds at the time and in the manner specified
in the Sublease and the continuation of such failure for a period of twenty-four hours;

(2) failure by the Company to observe and perform any other covenant, condition or agree-
ment under the Sublease and continuation of such failure for a period of thirty days after written
notice shall have been given to the Company by the Board or the Trustee. unless extended by
the Board and the Trustee (which extension shall be granted if the failure cannot reasonably be
corrected within such time and the Company is diligently pursuing corrective action) or unless
such failure occurs by reason of force majeure as defined in the Sublease: and

(3) certain events of bankruptcy, dissolution. liquidation or reorganization by the Company

Remedies. Upon the happening of an event of default, the Board may:

(1) by written notice to the Company, declare an amount equal to all amounts then due

and paystle on the Bonds then outstanding, whether by acceleration of maturity or otherwise,
to be immediately due and pavable;

(2) have access to and inspect, examine and make copies of the books and records and
any and all accounts, data and income tax and other tax returns of the Company; and

(3) take whatever action may appear necessary to enforce any of the Company’s obligations
under the Sublease.

Pursuant to the Sublease, the Board has waived any lien or privilege it may have to the property of
the Company as a lessor under Louisiana law,

The Board has assigned its rights under the Sublease to the Trustee pursuant to the Indenture.

Option to Prepay Subremtal. The Company shall have the option (i) to prepay all subrentals
and upon such prepayment to terminate the Sublease, upon the occurrence of any of the events
described in paragraphs (a), (b), (¢), (d), or (¢) under the caption “The Bonds — Redemption —
Extraordinary Optional Redemptions” and (ii) on or after December 1, 1984, to prepay all or a part of
such subrentals, for the purpose of redeeming Bonds.
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Obligstion to Prepay Smbreatal. The Company shall be obligated to prepay all subrentals and
upon such prepayment to terminate the Sublease upon the occurrence of the event described under the
caption “The Bonds — Redemption — Extraordinary Mandstory Redemption”.

Amondimments, Changes asd Medificatiors. The Sublease may not be effectively amended, changed,
modified, altered or terminated without the written consent of the Trustee. Pursuant to the Indenture,
the Trustee and the Board may, without the conseat of the Bondholders, consent to certain amendments,
changes or modifications of the Sublease. Any other amendments, changes or modifications of the
Sublease require the written spproval or consent of the holders of not less than 60% in aggregate

principal amount of the Bonds st the time outstanding. See “The Indenture — Amendments to Equipment
Leasz or Subleass.”

THE EASEMENT
The followiug is a summa.y of certain provisions of the Easement.

Pursuant to the Easement, the Company grants the Board for a period co-extensive with the
term of the Equipment Lease non-exclusive casements and rights-of-way over the Project Site, for the
purpose of granting the Board the right to have the Leased Equipment located on the Project Site.
The Company reserves the right to use, occupy and possess the Project Site and to grant to third
parties other ecasements, licenses or rights-of-way in the nature of easements with respect to the
Project Site.

The Easement is subject and subordinate to Permitted Encumbrances as defined in the Equipment
Lease, including without limitation, the rights of the trustee and holders of the first mortgage bonds
under the Company's Mortgage.

THE INDENTURE

The Indenture authorizes the issuance of $20,000,000 principal amount of Bonds to provide
funds for the purchase, acquisition, construction and installation of the Project. The following is a
summary of certain provisions of the Indenture.

Plodge and Sscurity. Pursuant to the Indenture and the Sublease, the subrental payments and other
amounts payable by the Company to the Board under the Sublease are to be remitted directly to the
Trusiee and deposited in the Bond Fund. Such subrental payments, sufficient in amount to insure
the prompt payment of the principal of, premium, if any, and interest on the Bonds, are pledged to
such payment. The Sublease his also been assigned to the Trustee.

Covenasts of the Bosrd. The Board covenants to pay (solely from subrentals derived from the

sublease of the Project to the Company) the principal of, premium, if any, and interest on each Bond
es it becomes due, and to perform other covenants as specified in the Indenture.

Application of the Bond Fund, While any Bonds are outstanding, moneys in the Bond Fund

shall be used for the payment of the principal of, premium, if any, and interest on the Bonds and for
the redemption of the Bonds prior to maturity,

lavestments. Pursuant to provisions in the Equipment Lease, the Sublease and the Indenture,
any moneys held as a part of a Construction Fund or the Bond Fund shall be invested or reinvested
by the Trustee at the request of the Company in such of the following as are permitted by Louisiana
law: (i) any bonds or other obligations of the United States which, as to principal and interest constitute
direct obligations of the United States of America or are issued or gaaranteed by any person controlled
or supervised by and acting as an instrumentality of the United States pursuant to authority granted by
the Congress of the United States, (ii) interest bearing accounts, time deposits or certificates of deposit
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of banks or trust companies, including the Trustee, organized under the laws of the United States of

America of any state thereof, which have combined capital and surplus of at least $10,000,000, (iii)

obligations issued or guaranteed by any state of the United States or the District of Columbia, or any

political subdivision of any such state or District rated A or better by Standard & Poor’s Corporation

or Moody's lovestors Service, Inc., (iv) commercial paper or finance company paper rated prime, __
(v) bankers acceptances drawn on and accepted by commercidl banks, or (vi) repurchase agreements |
fully secured by any one or more of the foregoing.

The Trustee may make such invesunents through its own bond department. In making such
investments, the Trustee may commingle money from the Construction Fund with money from the
Bond Fund provided any such investments shall be deemed at all times a part of the fund for which
they were made, and all profits and interest on such investments shall accrue to such fund, and any
losses wiil be charged to such fund.

The Company has mede certain certifications and representations in the Sublease which are
intended to have the effect of causing the Bonds not to be classified as arbitrage bonds within the
meaning of Section 103(d)(2) of the Internal Revenue Code of 1954, #s amended. In addition,
the Board and the Trustee have entered into certain covenants with each other which are intended to have
the effect of causing the Bonds not to be classified as arbitrage bonds under, and have obligated thamselves
to comply throughout the term of the issue of the Bonds with the requirements of Section 103(d)
of the Internal Revenue Code of 1954 as amended, and any regulations promulgated thereunder

Diccharge of Liea. The lien of the Indenture shall be discharged if:

(1) the Board shall pay or cause to be paid to or for the holders and owners of the Bonds
and coupons the principal, premium, if any, and interest due or to become due ai the times and
in the manner stipulated therein; and

(2) the Board shall pay or cause to be paid to the Trustes, any Paying Agent and the
Company all sums of money due or to become due according to the provisions of the Indenture.

Any Bond ghall be deemed to be paid for such purpose when payment of the principal of and prem-
fum, if any, on such Bond, plus interest thereon to the due date thereof (whether such due date be by
reason of maturity or upon rdemption as provided in the Indenture, or otherwise) either (a) shall have
been made or caused to be made in accordance with the terms thereof, or (b) shall have been
provided by irrevocably depositing with the Trusiee, in trust and irrevocably set aside exclusively for
such payment (i) moneys sufficient to make such payment or (ii) Governmental Obligations (as
hereinafter defined) maturing as to principal and interest in such amount and at such times as will
provide sufficient moneys to make such payment and payment of all necessary and proper fees, com-
pensation and expenses of the Trustee pertaining to the Bonds with respect to which such deposit
shall have been made, and, except for the purposes of such payment, such Bond shall no longer be
secured by or entitled to the benefits of the Indenture; provided, that no deposit under (b) above shall
constitute such discharge and satisfaction until (1) proper notice of redemption of such Bonds shall have
been given in accordance with the Indenture or, in the event said Bonds are not by their terms subject
to redemption within the next succeeding 60 days, until the Company shall have given the Trustee on
behalf of the Board irrevocable instructions to notify, as soon as practicable, the holders of the Bonds,
in accordance with the Indenture, that the deposit required by (b) above has been made with the
Trustee and that such Bonds are deemed to have been paid in accordance with the Indenture and stating
the maturity or redemption date upon which moneys are to be available for the payment of the principal
or redemption price, if applicable, on such Bonds, or (2) the maturity of such Bonds. “Governmental, -
Obligations” shall mean any of the following which are non-callable and which at the time of invest-
ment are legal investments under the laws of Louisiana for the moneys proposed to be invested therein:
(i) direct general obligations of, or obligations, the payment of the principal and interest of which are
unconditionally guaranteed by the United States of America; (ii) bonds, debentures or notes issued
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by any of the following Federal agencics: Bank for Cooperatives, Federal Land Banks, Fede ral Financing
Bank, Federal Home Loan Banks, Federal Home "oan Mortgage Corporation, or Federal Naticnal
Mortgage Association (including Participation Curtificates); or (iii) Public Housing Bonds, Temporary
Notes, or Preliminary Loan Notes, fully secured by contracts with the United States.

Detaalt and Remedies. Any of the following events shall be an “event of default™ under the
Indenture:

(1) default in the due and punctual payment of interest on any Bond;

(2) default in the due and punctual payment of the principal of, or premium, if any, o1 any
Bond, whether at the stated maturity thereof, or upon proceedings for redemption thereof, or 1pon
the maturity thereof by declaration;

(3) default in the performance or observince of any other of the covenants, agreements or
conditicns on the part of the Board in the Indenture or in the Bonds contained and- failure to
remedy the same after notice thereof pursuant to the Indenture; or

(4) the occurrence of an event of default under the Sublease (see the caption “The Sublease—
Defaults”).

Upon the occurrence of an event of default, the Trustee may, and upon the written request of the
holders of not less than 25% in aggregate principal amount of the Bonds and any Additional Bonds
then outstanding shall, by notice in writing delivered to the Board and to the Company, declare the
principal of all Bonds then outstanding and .he accrued interest thereon immediately due and payable.
Upon any declaration of acceleration, the Board and the Trustee shall immediately declare an amount
equal to all amounts then due and payablie on the Bonds to be immediately due and payable as liquidated
damages in accordance with the provisions of the Sublease.

Supplessental Indemtures. The Board and the Trustee may, without consent of, or notice to, any
of the Bondholders, enter into supplemental indentures for any one or more of the following purposes:

(1) to cure any ambiguity or formal defect or omission in the Indenture:

(2) to grant to or confer upon the Trustee for the benefit of the Bondholders any additional
rights, remedies, powers or authority that may lawfully be granted to or conferred upon the
Bondholders or the Trustee;

(3) to evidence the appointment of a separate trustee or a co-trustee or the succession of a
new trustee or Paying Agent;

(4) to comply with the requirements of the Indenture in the event of the issuance of
Additional Bonds;

(5) to amend the Indenture to permiit qualification uader the Trust indenture Act of 1939
or other similar Federal statute hereafter in effect or to permit qualification of the Bonds for
sale under the securities laws of any of the states of the United States, and to add to he Indenture
other provisions as permitted by the Trust Indenture Act of 1939 or similar Federal statute; or

(6) in connection with any other change in the Indenture which, in the judgment of the
Trustee, is not to the prejudice of the Trustee or the Bondholders.

Exclusive of supplemental .udentures for the purposes set forth in the previous paragraph, the
holders of nc: less than 60% in aggregate principal amount of the Bonds and auy Additional Bonds
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then outstanding shall have the right to consent to and appmve any supplemental indenture, except
no suppiemental indenture shall permit:

(1) sn extension of the maturity of the principal of, or the interest on, any Bond, or any
sinking fund redemption requirement in connection therewith; of

(2) » reduction in the principal amount of, or redemption premium on, any Bond or the
rate of interest, or sinking fund redemption requirements thereon: or

(3) a privilege or priority of any Bond or Bonds over any other Bond or Bonds; or

(4) » reduction in the aggregate principal amount of the Bonds required for consent to
such supplemental indenturss.

Any such supplemental indenture shall not become effective without the consent of the Company
if the Company is not in default at the time.

i Amendments to Equipment Lease o¢ Smblease. Subject to the rights of the first mortgage trustee
5 and bondholders (see caption “The Bonds — Rights of First Mortgage Trustee and Bondholders™),
neither the Equipment Lease not the Sublease may be effectively amended, changed, modified, altered
or terminated without the written consent of the Trustee. The Trustee and the Board shall, without
the consent of the Bondholders, cousent to any amendment, change or modification of the Equipment
Lease or the Sublease as may be required (i) by the provisions of the Equipment Lease, the Sublease
or the Indenture, including those required in connection with the issuance of Additional Bonds, (ii) for
the purpose of curing any ambiguity or formal defect or omission, (iii) so as to more precisely
identify the Leased Equipment cr substitute or add additional Leased Equipment or additional rights
or interests in property acquired in accordance with the provisions of the Equipment Lease or the
| Sublease, or (iv) in connection with any other change therein which, in the judgment of the Trustee,
i is not to the prejudice of the Trustee or the Bondholders. Except for the amendments, changes or
modifications as provided in the preceding sentence, neither the Board nor the Tru.... shall consent
to any other amendment, change or modification of the Equipment Lease or the Sublease without
publication of notice and the written approval or consent of the holders of not less than 60% in
aggregate principal amount of the Bonds and any Additional Bonds at the time outstanding.

TAX EXEMPTION

Generally, interest on obligations of a state or a political subdivision of a state is exempt from
Federal income taxation. Section 103(c) of the Internal Revenue Code of 1954, as amended, however,
provides that interest on any such obligation which is an “industrial development bond” shall not be
exempt. An exception to this provision is created by Section 103(c)(4)(F) for issues of industrial
development bonds where substantially all of the proceeds are used to provide air or water pollution
control facilities, unless the holder of the bond is a substantial user of the facility or a “related

person”, as such term is defined in the regulations of the Internal Revenue Service with respect to
such Section.

In the opinion of Foley Judell Beck Bewley & Landwehr, bond counsel, based on existing statutes,
regulations, court decisions and rulings, the interest on the Bonds is exempt from all present Federal
income tax (except that no opinion is expressed with respect to interest on Bonds for any period
during which such Bond is held by a person who is a “substantial user” of the Project or any person
considered to be related to such person within the meaning of Section 103(c)(6)(C) of the Internal
Revenue Code of 1954, as amended). In the opinion of bond counsel, uncder the provisions of
Louisiana statutes, interest on the Bonds is also exempt from all Louisiana taxes.
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APPROVAL OF LEGAL PROCEEDINGS

Legal matters incident to the authorization, issuance and sale by the Board of the Bonds, and
with regard to the tax-exempt status thercof, as described under the heading “Tax Exemption”, are
subject to the unqualified approving opinion of Foley Judell Beck Bewley & Landwehr, bond counsel.
Copies of such opinion will be available at the time of the delivery of (he Bonds. Legal matters for
the Company with respect to the application of Louisiana law will be passed uvpon by Taylor, Porter,
Brooks & Phillips and all other legal matters for the Company will be passed upon by its counsel,
Orgain, Bell & Tucker. Legal matters pertaining to the Board will be passed upon by its counsel,
Stockwell, St. Dizier, Sievert & Viccellio. Certain legal matters will be passed upon for the Underwriter
by its counsel, Kutak Rock Cohen Campbell Garfinkle & Woodward.

This Official Statement was duly approved, executed and delivered by the Board on November
I8, 1974,

INDUSTRIAL DEVELOPMENT BOARD
OF THE PARISH OF CALCASIEU, INC.

By /s/_ FRANK M. SIMPSON
President e g
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GULF STATES UTILITIES COMPANY

The information contained herein as an Appendix to the Official Statement
hhas been obtained from Gulf States Utilitieo Company.
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CAPITALIZATION

The capitalization of the Company #s of August 31, 1974, and as adjusted to reflect the guaranty
related to the issuance of the Pollution Control Revenue Bonds (Gulf States Utilities Company Project)
Series 1974 (*he Series 1974 Bonds) of the Industrial Development Board of the Parish of Calcasieu,

Inc. are as follows:
Awgua 31, 1974 Adjagied

Cutatusding Ratlo Outstanding Ratio
(Thounsends of Doliars)

Long-Term Debt (see Balance
Sheet) :

$ 579,000 579,000
10,125 10,125

Unamortized Premium, Discount
on Debt 500 300

Guulnnr of the Seﬁea 1974
Bonds*

20,000
Less: Fundl on depom with

Trustee .. . .. (19,000)
Total Long-Term Debt 589,625 ; 560,625 56.1%

Preferred Stock ($100 par vaiue): 3,000,000 sh. 117,500 2% 117,500 11.2%

Common Stock (without par

value):

25,547,328 shares outstanding . . 40,000,000 sb. 187,580 187,580
Premium on Preferred Stock 655 655
Retained Eamnings 156,390 156,390

Total Common Equity 34,625 32.8% 344 625

Total Capitalization . $1,051,750 100.0% $1,052,750
e e ==

ESie————

* Under the terms of the Indenture of Trust and Pledge, the proceeds from the issuance and sale
of the Series 1974 Bonds will be deposited with the Trustee under such Indenture. Disbursements
will be made by the Trustee to the Company as the pollution control facilities being financed from
such q_meuh are constructed. As such disbursements are made, the amount of funds on deposit
with Trustee will be decreased. In the Company's accounts, the total amount of the Series 1974
Bonds outstanding less the funds on deposit with the Trustee will be reflected as a liability,
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GULF STATES UTILITIES COMPANY
STATEMENTS OF INCOME

mmudhmnefortlnyem 1969 through 1973 have been examined by Coopers &
Lybrand, certified public sccountants, whose report appears hercinafter. The statements should be
read in conjunction with the other financial statements and related notes included in this Appendix to the Official
Statement. The data for the twelve monti  ~ded August 31, 1974, (not examined by independant certified public
accountants), in the opinion of the Compauy, reflect all adjustments, consisting only of normal recurring accruals,
NECeSsAry for a fair statement of the resulis operation.

12 Moaths
; Dusacilod) 1973 1972 1o 1970 1969
of Dollars) ’
OPERATING REVENUES:
w ............................. § 319504 8 252 695 $ 218, m $ 190585 § 175319 § 164,487
.............................. 23,107 8.689 14972 13,748 13,463 13,305
RGeS R R eLiGA CRe s il on 6.993 1 217 6,272 5,928 5,820 £.348
Totsl Opereting Revenues . . . . . 349 604 288,621 240,010 210,258 194,60 183,140
OPERATING EXPENSES AND TAXES
(Notes G & H):
Fuel and Purchased Power (Note 2) . ... 140,330 87,700 $2.836 40,539 37,434 36.136
Other Oparstions .. .................. 315,249 32,994 30452 20813 29,336 26,349
MOIBIOBERES . .. .......c0000nerrnns 14,346 13,518 10,575 11,390 10,840 9,077
Depraciation (Note A) & (Note 6) 41,889 15784 13,608 29.906 25,801 22,276
Amortization of mhmy 0ss 136 342
Taxes (Note A) & (Mote 1)
RO TR P 20,219 21,478 22,489 16,628 14,115 18,667
Deforred —Net ............000... 7107 6.494 5.77% 4922 4,660 4,184
lovestmazat Credit:
Doferred ...... .. DA o Rk 1,161 1.361 1,500 1917 3,569 2439
Amortization of Prior Yeary'
Deferments ............. (1,001) (789) i (451) (387) (28%)
State Income:
T T TR 458 680 1 m 1,044 1,021 662
out:'rm_ﬁ:; MO RN ng; u.znol° l?: 7 { 333 13,336 2819
................. Y 1 4, 1
Total Opersting Expenses and
SRR o o v 0k ks 5 8 271,520 217,652 175,611 150,652 119,861 133,866
OPERATING INCOME ............00000. 72,084 70,969 64,399 59,606 54,741 45274
OTHER [NCOME — (DEDUCTIONS) —
COEL I e R : 776 640 (n (30 50 (18)
ALLOWANCE FOR FUNDS USED
DURIMG CONSTRUCTION (Note 4) .. 10,717 10,068 8,725 6,896 8,846 6,050
INCOME BEFORE INTEREST CHARGES. . 83,577 81,677 73,123 §6.472 63,617 3,306
INTEREST CHARGES:
Istereat on BN iieiniinns 33,387 28,543 26,969 24,685 21,721 17,675
Amortization Premium, Discount, and
Expenseon Debt ................... (10) (23) (32) (38) (47) (56)
Other Interest Expense ............ AP 4,618 2,982 1,018 2816 2,965 2,978
Total Intereat Charges ........ 37,992 31,50C 27,955 27,463 24,615 20,554
NET INCOME (Notes 6 & 7) 45,585 50,1 45,168 39,009 38,998 14,712
PREFERRED DIVIDEND IEQUIIBMEN‘I‘S 6,730 6,730 4,650 4,084 4,084 4,084
INCOME APPLICABLE TO COMMON
DRI 35546655 5 0% 4 hts 66X s 40 0A wund o 38855 § 43447 § 40518 § 34925 § 34914 $ 30,628
COMMON DIVIDENDS ................. $_B6D § 3w § 26570 §_ 3008 § 370 § 20818
AVERAGE couuon SHARES ' ;
...................... 25,547,328 25,547,328 25547328 23880661 23,430,661 22.147.328
EARNINGS PER AVERAGE COMMON
SHARE B ik $1.52 $1.70 $1.59 $1.46 $1.49 $1.38
DIVIDENDS PER COMMON SHARE .. ... SL12 $1.10 $1.04 ST.04 § 08 § 94
RATIO OF EARNINGS TO FIED
CHARGES (Not#8 5) ....0coo0vvvnnrinss 2.91 A8 3.66 3.25 3.46 3.86
PRO FORMA RATIO OF EARNIN(]S TO Ex
FIXED CHARGES (Note 5) . ‘ 2.50

The notes to the financial statements and the notes on the following pages are integral parts of this statement
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GULF STATES UTILITIES COMPANY
NOTES TQO STATEMENTS OF INCOME

(1) The provisions ior Federal income tax for the twelve months ended August 31, 1974,
and the year 1973 are less than the amount obtained by using the 48% statutory rate primarily due
10 the following:

1974
1573
Tax expense at 48% of pre-tax income $35,014 $37910
Decreases resulting from:
Exclusions from taxable income of sllowance for funds used during
construction (5,144) (4,833)
Exclusions from tazable income of overhead costs capitalized (1,583) (1,289)
Exclugions from taxable income of excess of tax depreciation over book Ao 988
. (7a

(3,129) (2,281)

Federal income taxes included in:
Operating expenses:
Current ... ..
Deferred — net AR
Investment credit — net ...

. $20,219 $21,478
7.107 6,494
160 572

Other income and deductions'— net .. Mt SORRRGE 258

§273% §28802

(2) See “Business — Fuel Supply” for increases in cost of “Fuel and Purchased Power” during
the twelve months ended August 31, 1974, and the year 1973.

(3) As of January 1, 1973, in compliance with Federal Power Commission Order No. 469, the
Company adopted the equity method of accounting for its investments in Varibus Corporation, a wholly-

owned subsidiary. The cumulative effect of the change to January 1, 1973, of $143,000 has been charged
to retained earnings. Since the effect of the change on years prior to 1973 is not material, the statements
of income for such prior years have not been restated. The undistributed earnings for 1973 of $141,000

and for the twelve months ended August 31, 1974, of §73,000 are included in Other Income and
Deductions.

(4) During the period Januery 1, 1969, to December 31, 1973, the Company changed interest
rates employed for the accrual for the “Allowance for Funds Used During Construction” (ADC)
as follows:

Effective in 1973 — 8% to 724 % per annum

Effective in 197! — 7% % to 8% per annum

Effective in 1970 — 6%4% to 74 % per annum
These changes decreased net income $671,000 in 1973 and increased net income for 1971 and 1970 by
$431,000 and $1,180,000, respectively.

Construction funds used are assumed to have been derived from capital sources in the same
proportions 2° the average capitalization ratios for the respective years. On this basis, the ADC
attributable to funds provided by common equity amounted to 9.7%, 129%, 13.7%, 12.1%, 15.1%,
and 12.2% of “Income Applicable to Common Stock™ for the twelve months ended August 31, 1974,
and the years 1973, 1972, 1971, 1970, and 1969, respectively. The amount of ADC varied from

year to year depending principally upon the level of construction in progress and the cost of capital,
thereby affecting the relationship between such allowauce and net income.

(5) The ratio of earnings to fixed charges, i.e., the number of times fixed charges are covered by
earnings, is determined by using as eamings the net income before income taxes, deferred income taxes,

investment tax credits and fixed charges. Fixed charges consist of all interest charges, amortization of
premium, discount, and expense on debt and one-third of all rentals charged to income

The pro forma ratio of eamings to fixed charges for the twelve months ending August 31, 1974,
is 2.50 giving effect to the annual interest on the Series 1974 Bonds (at an assumed interest rate of 8% ),

A-d
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GULF SYATES UTILITIES COMPANY
. NOTES TO THE STATEMENTS OF INCOME «— (Contiaved)

10 the annual interest on $60,000,000 of E% % first mortgage bonds [jeved in March, 1974; 10 the
annual interest on $55,000,000 short-term notes expected 1o be outstanding at the date of the sale of
the Series 1974 Bonds; and to the elimination of interest charges during such period on all shor-term
notes and the 85 % first mortgage. bonds issued in March, 1974 A difference of 4% in the actual
interest rate from the sssumed rate on the Series 1574 Bonds would change the ratio of earnings
to fixed charges approximately 0014,

See page A-27 of this Appendix to the Official Statement.

(6) Effective January 1, 1974, the Company increased book depreciation rates on selected
properties to reflect revised estimates of the remaining service life of these properties and also adopted
the practice of recognizing depreciation on new additions in the year in which they were placed in
service rather than at the beginning of the following year. The effect of the two aforementioned changes
reduced net income for the twelve months ended August 21, 1974, by $1,160,000 and §1,405,000,
respectively, and the related earnings per share by $.04 and $.06 respectively.

(7) See “Management's Discussion and Analysis of the Statements of Income” for rate increases

For the twelve months ended September 30, 1974, operating revenues were $359,.204,.000, and
nt income after deducting preferred stock dividend requirements was $40 880,000, or $1.60 per share
ra common stock (after the decrease of §.11 per share as a result of the changes in depreciation more
fully described in Note 6 above ). For the twelve months ended September 30, 1973, operating revenues
were $275,278,000 and net income after deducting preferred stock dividend requirements was
$44,523,000, or $1.74 per share of common stock. These amounts are unaudited but, in the oninion

. of the Company, include all adjustments, consisting only of normal recurring accruals, neces ;' 10
& fair presentation thereof,

i MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE STATEMENTS OF INCOME

The Statements of Income reflect the result of past operations and are not intended as any repre-
.« sentation as to results of operstions for any future period. Future operations will necessarily be affected
o by various and diverse factors and developments, including possible changes in electric rates, business
activity, taxes, labor contracts, fuel costs, environmental expenditures, the effects of various electricity
conservation programs, and other matters. the nature and effect of which cannot now be determined

Material fluctuations in revenue and expense items for the four most recent periods presented
on the accompanying Statements of Income are as foliows:

Revennes

Material increases in electric operating revenues have occurred in the three most recent twelve-
month periods presented on the Statements of Income. The principal components of the net increase
in such revenues were increased consumption of energy, riw increases, and an increase in receipts
under fuel adjustment clauses in the Company's rates recovering escalated fossil fuel costs.

Effective March 15, 1973, the Louisiana Public Service Commission granted the Company an
electric rate J . “wse for all of its retail business in Louisiana amounting to approximately $4.400,000
on an anny- <. after income taxes, based on 1971 business. Increases in retail ratcs were placed
in effect on June 1, 1972, in Texas amounting to approximately $3,500,000 on an annual basis,
after income taxes, based on 1971 business. Under effective orders of the FPC, the Company has
been charging increased rates for wholesale service to most rural electric cooperatives, municipal
resele systems, and other electric corporations since mid-1973. See “Business — Electric Rates” for
wholesale rate increases placed in effect on August 13, 1973, and rate increase applications filed in 1974,

The increase of $28,181,000 in electric operating revenues from 1971 to 1972 was principally
attributable to increased kilowatt-hour sales, coupled with the retail rate increase in Texas effective
June 1, 1972. Increases in fuel cost recovery accounted for 44% of the $43.929 000 increase in
such revenues from 1972 to 1973, while the balunce resulted from the retail rate increase in Texas
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being in effsct for the full year of 1973, the Louisians retail rate increase effective March 15,
1973, an increase in wholesale rates effective August 13, 1973, and an increase in kilowatt-hour
sales. Electric operating revenues for the twelve months ended August 31, 1974, reflected an increase
of $56,809,000 over such revenues for the calendar year 1973, including $47,110,000 increase in fuel
cost recovery coupled with an increase in kilowatt-hour sales.

Increases in fuel cost recovery are also reflected in steam operating revenves for the two most
recent periods presented. Higher consumption made up 39% of the increase in such steam revenues
from 1972 to 1973 and incresses in fuel cost recovery accounted for the remainder. Steam revenues
for the twelve months ended August 31, 1974, increased $4.418,000 over such revenues for 1913
This increase was principally & result of increases in fuel cost recovery of $4,312,000.

The increase of gas opersting revenues of $965,000 for 1973 over 1972 was principally attributable
to increases in purchased gas cost recovery of $535,000 and the balance from increased sales.

The operating revenues for any twelve-month period refected on the Statements of Income are
affected by an sccounting lag experienced by the Company in charging out its actual fuel costs under
its fuel adjustment clauses. For the twelve-month period ended August 31, 1974, the Statements of
Income include as operating expenses $20.877,000 representing fuel costs actually incurred during the
last two months of such period and not billed out under the fuel adjustment clauses during such twelve-

month period. The comparsb'c unbilled cost for the twelve-month period ended December 31, 1973,
was $11,383,000.

Papensss

The increase of $12,296,000 for Fue rchased Power from 1971 to 1972 was comorised
of 11% from incressed generation, 38° creased fuel cost and 51% from increased power
purchases. Increases in 1973 and 1974 w. marily sttributable to increased cost of fuel.

Maintenance expense for 1973 increasc. over 1972 by $2,940,000, principally attributable to
major maintenance at power plants and painting of substations and transmission towers.

Depreciation expense for 1972 reflects an increase over 1971 of §3,700,000, of which §122,000
was due to adjustment in rates of depreciation for certain utility plant to reflect revised estimates of the
remaining economic service lives with the ¢ ance resulting from additional plant placed in service during
the previous year The increase in depreciation expense for the twelve months ended August 31, 1974,
was principally attributable o charges resultiug from additional plant placed in service during the
pravious year, and $1,160000 repiesented widitional charges recognizing shortened service lives of
caseeted properties, and $1.405.000 represented charges arising from a change in accounting to recognize
deprecision On plact in the year pladed in service.

Tasew

Th Feleral lacome Tax increase foi 1972 over 1971 was principally the result of increased
rovenues producing & eorresponding increar  in the net taxable income base.
Alownaie ler Fonse Usid During Comstrection

The increese & Aliowance for Fusds Used During Construction for the years 1972 and 1973
over the rempactive previons years was primarily attributable to the construction of generating units
ai Sabine and Willow Glen power stations.

Ingeresi { harges

Interest on Lepterr: Ueby increased for the twelve months ended August 31, 1974 as a result
of the issuance of $56,000,000 Heyx mortgage souds in August, 1973, and $60.000,000 first mortgage
bonds in March, 1974,

Other Interrst Expense decreased from 1971 10 1972 by §1,7/8,000, most of which was brought
about by the issvance of £35 000,000 first morgage b ads in November, 1971, along with the issuance
of 2,000,000 sheres of no-par common stock; theredy redeuing the nexd for short-term borrowings in
197, The incrmase in such expense from 1972 w0 1973 resulled {7om increased construction activities
and increased iistesest rates. Such expense for the twake months ended August 31, 1974, increased
$1,633,000 over 1973 because of incivised shott-term borrowings and higher interest rates.
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THE COMPANY

Oulf States Utilities Company (the Compgny) was incorporated August 25, 1925, under the
lews of the State of Texas and is engaged principally in the business of generating electric energy and
transmitting, distributing and retailing such energy in & 28,000 sqaare mile area in southeastern Texas
and in south central Louisiana, extending o distance of over 350 miles along the Texas-Louisians
Coast including the principal cities of Baton Rouge and Lake Charles, Louisiana, and Besumont, Pont
Arthur, Orange an¢ Conroe, Texas. The Company also sells electric energy at wholesale in this
area o various municipalities and rural electric cooperatives. The Company's electric system s
interconnected, and interconnections with other utilities are maintained for the exchange of power.

The Company also conducts a wteam products business and sells natural gas in the Baton Rouge,

The Company's service ares i & major producer of oil, gas, sulphur, refined products, chemicals,
petrochemicals, steel, oil tools and releted manufacturing, processing and servicing activities. It s
characterized by 8 fevorable year-round climate and ready access to air, land and water tansportatios.
Paper, cemeunt, building materials, cotton, rice and cattle are also important products of the service area.

The principal executive offices of the Company are located at 285 Liberty Avenue, Beasumont,
Texas 77701, the telephone number i (713) E30-6631

BUSINESS
Uperation:

For the 12-month period ended August 31, 1974, 91.4% of the Company's operating revenues were
derived from the electric utility business, 6 6% from the steam products business and 2.0% from the
gas business. Of the electric operating revenues, S7% wore derived from within Louisiana and 43%
from within Texas. The gas and steam products businesses are conducted entirely in Louisiana. Additional

information sbout the principal classes of service is provided under “Operating Statistics and Certain
Details of Revenues.”

There are 2] rural electric cooperatives, sponsored by the Rural Electrification Administration,
2] municipal electric systems, and five iovestor-owned utilities operating within or adjacent to
the service area of the Company. The operation and extension of these cooperatives, municipalities,
and other utilities in certain areas tend to restrict expansion of the Company's system in such areas

However, the Company is continuing to extend its service into areas around such municipalities, areas
adjacent o such other utilities, and into rural areas.

The Company self-generates substantially all of the electric energy it sells. The Company has
interconnection agreements with Central Louisians Electric Company, Inc. and Louisiana Power &
Light Company, which contain terms upon which the parties may provide each other energy,
maintenance, and other types of electric service; however, the Company understands that the inter-
connected companies are having their gas supplies curtailed and that the only power that can reasonably
be expected from them is power to provide assistance during a period of equipment forced outages.
Through such interconnections, the Company also participates to the extent of 215,000 kilowatts in a
diversity interchange with the Tennessee Valley Authority. The Company also has an interconnection
arrangement with Houston Lighting & Power Company providing for emergency service only. The
cities of Lafayette and Plaquemine, Louisiana, have entered into interconnection agreements with the
Company which are subject to and still awaiting approval by the Federal Power Commission. The
Company also has 8 power interconnection agreement with Cajun Electric Power Cooperative, Inc
See “Business — Litigation.”

Of the Company's steam products customers, Erzon Company, US.A., Ethyl Corporation, and
Uniroyal are being supplied pursuant to contracts which. pursuant to notice which has been given by
the Company, will terminate in 1978, 1976 and 1976, respectively. The specially-designed steam-
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part of the requirements of these customers presently uses natural gas, of which 85% is being supplied
by the customer, as primary boiler fuel. The Company proposes 10 negotate nbw contracts with these
custoaners to provide higher rates, and in connection therewith expects to consider whether or not
to convert such plant to continuous oil buming as well as gas burning capability. The Company
construcied and owns a specially-designed steam-electric extraction plant in Baton Rouge which
furnishes the requirements of the Industrial Chemicals Division of Allied Chemical Corporation for
process steam and electricity. Allied Chemical furnishes all the fuel for such plant. It is being operated
and maintained by Allied under a twenty-vear contract, which runs to February 1, 1989, and under
which Allied makes annual payments to the Company, including amounts sufficient to amortize the
cost of such plant over the term of the contract.

The Company distributes natural gas in Baion Rouge and its environs which have an estimated
population of 230,000. Such gas is purchased under an agreement, expiring December 31, 1975, with
Mid Louisians Gas Company.

It is presently estimated that the Company's system peak load during 1975 will reach 4,091,000
kilowatts, at which time the Company estimates it will have a generating reserve cepacity of approxi-
mately 35% . During the periods 1965.1974 and 1970-1974, the Company's peak load grew at average
annual growth rates of approximately 9.1% and 7.1%, respectively, however, the peak load in 1974
represented an increase of only 2.8% over 1973, The 1975 peak presently estimated, if realized. will
represent a 5% increase over 1974, The Company believes that the lower rate of load growth experi-
enced in 1974 has been attributable principally to mild weather conditions, conservation programs,
and the impact upon consumption levels of higher prices charged for electricity

Comstraction Progrom ond Fimaacing Plans

Because of the lower level of load growth experienced in 1974 and revision of estimates by the
Company of its future load growth, previous plans for construction of generating units were revised in
August, 1974, resulting in lower estimated construction expenditures through 1977. To meet the
revised estimates of antic' ated growth in system load, the Company has tentatively schaduled in the
period 1975 through 198., th installation of four fossil-fueled electric generating units with aggregate
capability of approximately 2,140,000 kilowatts and four nuclear-fueled units with aggregate capability
of approx.mately 3,740,000 kilowatts. The Company's estimate of peak loads and its presently scheduled
construction program, discussed beiow, may change because of load growth changes, construction
and regulatory contingencies, and the effects of various programs which may be adopted or imposed
to conserve electrizity. The Company is keeping its construction plans as flexible as practicable with the
intention of accommodating any changes that may develop

L]

The cost of new construction in 1975 is expected to be approximately $199,000,000. In 1975 the
program is expected to consist of the following principal items:

Additional electric productionplant . .. .. ................ ... . ... .. .. $164,000,000

Additional electric transmission and distribution facilities . . . il 32,000,000

Other additional electric improvements g 1,000,000

i i 1,200,000
Additional steam plant P ey et S Rt 0 Sy el 800,000

§199,000,0600

The construction program presently contemplates the expenditure of approximately $600,000,000 during
19761977

It is anticipated that in 1975 the Company will, in addition to funds internally generated, require
prior to the end of 1975, approximately $130,000,000. The Company expects that such funds will be
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obtained from short-termn bank loans and the issuance of commercial paper combined with permanent
financing, the form, nature, time, and extent of which have not yet been determined.

Total gross additions to the plant account of the Company during the period January 1, 1969,
to September 1, 1974, amounted to $656,043,000 dnd during the same period retirements from the
plant sccount amounted to $30,439,000. Gross additions during the period amounted to approximately
S0% of total net plant at August 31, 1974,

The Company currently plans 1o construct four puclear-fucled units with an aggregale capability
of approximately 3,740,000 kilowatts. Two of such units will be installed in the River Bend Power
Station, which will be located on the Mississippi River north of Baton Rouge, Louisiana, and two will
be located in Newton County, Texas, near Toledo Bend Reservoir. The Company has entered into
coutracts or letters of irtent relating to the constructing and equipping of such units, and actual con-
struction of the first nuclear-fueled unit i¢ expected to commence by mid-1975. The total cost of these
four units (including fuel, allowances for funds used during construction, and environmental contro!
facilities) is presently estimated to be approximately $2.82 billion (of which $63,500,000 is expected
to have been expended through December 31, 1974) In December, 1973, the Company entered into
» contract for the purchase of five million pounds of uranium concentrates which is a sufficient quantity
to provide the initial core for the four units which are planned to go into service through 1985. The
Company has also contracted for fabrication of the first core for the two units at River Bend and has
contracted for enrichment for the fuel of the above four units.

Construction and operation of nuclear-fucled units are subject to regulation by appropriate
governmental agencies, including the issuing of permits and licenses by the Nuclear Regulatory
Commission which, as of February 9, 1975, will become the successor to the Atomic Energy Commission
(AEC) for regulatory purposes. In September, 1973, the Company applied 10 the AEC for construction
permits for the two River Bend nuclearfueled units to be built in Louisiana, and the Company

has filed it the third quarter of 1974 its application for permits to construct the two nuclear-fueled
units to be built in Texas. Although the Company expects 1o pursue such permits and licenses diligently,
there can be no assurances at this time as to when the permits and licenses will be issued. If significant
delay is experienced for uny reason in the licensing of any such nuclear units, the Company may incur
substantial additional costs, including carrying charges, additional escalation of acquisition and con-
struction costs, and cost of accelerating construction of other fossil or nuclear-fueled units to meet
projected load prior to the completion daie of any such delayed nuclear unit. The 1975 construction
program includes approximately $64,000,000 for expenditures in connection with the planned nuclear-
fueled units. Expenditure of funds prior tu 1975 in the approximate amount of $63,500,000 and expeno.
tures of such portions or all of the 1975 projected expenditures as may be necessary, as well as execution
of contracts for the construction of such nuclear units ald the purchase of equipment and fuel therefor,
prior to assurance that construction permits and operating and other related licenses will be obtained,
has been deemed necessary Ly the Company to put it in & position to make application for the regulatory
approvals required and 1o enable it to complete construction, once approval is obtained, withia the time
necessary to meet presently estimated increased load.

In rasponse to requirements imposed by the AEC and the United States Department of Justice, the
Company has agreed to accept certain conditions to the license which is issued granting access to the
Louisiana units and expects to accept similar conditions with respect to its proposed Texas nuclear units.
The Company's proposed four nuclear units have been planned solely on the basis of the Company's own
anticipated load requirement, and, based upon the amount of access presently expected to be requested
by other parties pursuant to such conditions, it is not anticipated that such diversion will materially
affcct the Company’s ability to meet 4its anticipated load. See “Business — Litigation.”

Of the four fossil-fueled units planned for construction through 1985, it is presently anticipated that
one 480,000 kilowatt unit will be fueled with gas, but it will have a continuous oil burning as well as gas
burning capability; one $80,000 kilovatt unit will be fueled with oil, but will have the capability
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of bumning gas on a limited basis; and two units (with a combined capability of 1,080,000 kilo-
) will be fueled with coal. The total cost of the four fossil-fucled units (including allowance
or funds used during counstruction and environmental control facilities) is presently estimated to be

approximately $657 million (of which $95 miilion is expected to have been expended through
December 31, 1974),

The Company has contracted for a supply of fifty million tons of low-sulphur Wyoming coal, which
the Compary presently expects to be sufficient to fuel the two coal-fired units for twenty years.

Feal Supply

All of the generating plants of thc Company (with the exception of Willow Glen Unit No. 4 which
unit has been converted to burn No. 6 fuel oil) are presently designed to use natural gas as primary
boiler fuel and have the capability of using No. 2 oil as boiler fuel on a short-term basis. Boiler gas is
provided in Texas under contracts running until 1985 with Exxon Company, U.S.A., and Texas Intra-
stute Gas Company. The Company has been receiving gas needed in its Texas plants from these suppliers
pursuant to such contracts and does not expect any immediate material curtailment of such supply.
Gas deliveries from Texas Intrastate Gas Company, which only supplies one-half ol the requirements
of one 265,000 kilowatt generating unit (which one-half represents 2.6% of the total generating capa-
tility of the Company) may be subject to curtailment pursuant to priorities established by the Texas
Railroad Commission. Boiler gas is provided in Louisigna under a contract running until 1981 with
Monterey Pipeline Company and under @ contract running until 1987 with United Gas Pipe Line
Company (United) which contract has provisions for price redetermination in 1977 and 1982.
Additional gas is supplied to the Company ia Louisiana by its wholly-owned subsidiary Varibus Corpora-
tion (Varibus) (see below). United provides gas to the Company's Willow Glen (other than to Unit
No. 4) and Roy S. Nelson power stations in Lowsiana, which stations account for a total of 1,861,000
kilowatts of the Company's electric generating capability.

Since November, 1970, United has been delivering less gas than the Company would have otherwise
used under its contrect with United. Such curtailments are expected to continue at increasingly severe
levels and may be further affected by the Federal Power Commission (FPC) actions discussed here-
after. There are numerous FPC proceedings and related court appeals now in various stages involving
the Company, United, and other customers of United. Such proceedings have already resulted in approval
by the FPC of curtailments to the Company based upon certain priorities of use. Current FPC orders
provide that if it is necessary for the Company to avoid shedding firm e'ectric load, United is authorized
to deliver sdditional gas to the Company 1o the extent required to avoid such load shedding, but any
such additional deliveries are to be offset against subsequent gas allotments from United. Key issues yet
to be finally determined in such proceedings are whether or not natural gas supplied by United for boiler
fuel 10 large volume users, particularly for the purpose of generation of electricity, will be ordered
terminated by the FPC, or, if authorized to be continued, will be given sufficient priority to entitle the
Company to obtain gas in adequate quantities. The Company cannot at this time anticipate the final
outcome of such proceedings or the overall impact thereof upon the operation of its generating units
served by United. With respect to one court appeal related to the supply of gas from United, on
November B, 1974, the US. Court of Appeals for the Fifth Circuit issued its opinion in the case
styled State of Louisiana, Louisiana Municipal Association, and Parish of Cameron, et al. vs. Federal
Power Commission, which directs the reimposition of a gas curtailment plan formerly in effect that
pives the Company a higher priority for that portion of its gas requirements required to generate
electricity to serve the Company's “domestic” electric customers. The actual impact of the opinion
on the Company's gas supply from Uniied cannot be determined at this time because it is dependent

on future action taken by the FPC after it gives consideration to this opinion and further possible
court appeals.

In an attempt to obtain gas to offset the eifect of existing gas curtailment, the Company has been
purchasing gas on a temporary, interruptible basis and on a firm short-term basis from several suppliers
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in Louisiana, principally through Varibus, and ex; - s to continue to purchase gas on such basis to
the extent available.

Because of the gas supply problem, the Company has adapted its new Willow Glen Unit No. 4 to a
ounﬂnmo-tlbumin;nmﬂumbumm.capabiﬁty.mmmymmmapm.rmtoudapuu
seven of its gas-fired units (with appropriate emission control equipment) now served by United to
enable them to have & continuous oil burning and gas burning capability but has recently temporarily
deferred such conversion work with respect to five of such units. The cost of such program for all seven
units is estimated to be approximately $75 million, including costs for environmental control and other
related facilities, a portion of which is to be funded by proceeds from the issuance and sale of the
Series 1974 Bonds. Fuel supply facilities incidental to such conversion are expected to cost an addi-
tional $16.9 million. It is estimated that the earliest this program can be <ompleted is in 1977, If such
adaptation requires time beyond the dste of termination of United's gas service, should the FPC yiti-
mately so order, the Company would seek from the FPC a deferral of such termination. Through such
s deferral or by obtaining alternate sources of fuel or power, the Company presently expects to be
sble to meet its electric service requirements, but cannot presently be assured of the success of its
efforts to do s0. The Company has been purchasing fuel oil on the spot market as required, but has
not yet been able to obtain long-term contracts on »n acceptable basis for supply of No. 6 or other
residual fuel oil to supply the existing plants which are being converted to continuous oil burning
capability or future units planned to have such capability. See “Business — Litigation.”

The Company continues efforts to explore the purchase of gas from other sources, and maintains
storage plus the capability for using No. 2 fuel oil for short periods. It has been necessary at times 10
burn substantial quantities of No. 2 fuel oil in conjunction with ga: 10 meet load demand, and the
Company expects increasing need to burn larger quantities of such oil to meet future load demand.

To date, there has been no reduction or interruption in service to the Company's customers because
of fuel supply shortages or fuel allocation rules heretofore promulgated by the Federal Energy Office
However, the ability of the Company to avoid future interruptions and curtailments will depend upon
the success of its efforts to continue to obtain necessary fuel to supplement its curtailed gas supply
under then existing markct conditions and applicable governmental allocation and rationing programs.

For the twelve months ended August 31, 1974, the system-wide average fuel cost rose to 60.65¢
per million Btu from 20.44¢ per million Btu for the twelve month period ended August 31, 1970. The
alte-native sources of purchased power and fuel discussed above are expected to result in higher costs,
which cannot now be determined. ln addition, an increase in the price of gas sold to the Company by
United is an issue in the court proceedings referred to above. The Company's rate schedules and con-
tracts, covering all kilowatt-hour sales, contain fuel adjustment provisions making automatic adjustments

‘or increases and decreases in fuel costs. See “Management's Discustion and Analysis of the Statements
of Income."”

After conversion to the capability of continuously using oil as fuel, the Company's equipment is
expected to need more maintenance, repair, and restorative work than as presently operated. In addi-
tion, more problems may be experienced with air pollution in using oil and coal as fuel than the
Company presently experiences in using gas. See “Business — Environmental Matters.”

The Company's subsidiary, Varibus, supplies and will continue to supply a portion of the Coro-
pany's fuel requirements and will be involved in programs to prospect for and develop fossil fuel
resources. In addition, Varibus has entered into both firm and interruptible gas purchase contracts
and gas transportation and exchange agreements which are expected to replace for the Company for
short periods a portion of the gas being curtailed by United, but which in one case imposes upon
Varibus an obligation to repay such gas in kind at a later date

A joint venture exploration program, in which Various and Public Service Company of Oklahoma
(PSO) have been involved since September 1, 1971, has resulted in the acquisition of leaseholds in
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over 400,000 acres at a cost to Varibus of approximately $4.75 million. The mineral leases acquired
are located in the southern portions of castern Mississippi and western Alabama. Development and
wdvl&mlunmwmwtm.emmnldhwveqhuanmminAhbamniuwhich
Varibus owns a small percentage and production therefrom is expected during the first quarter of 1975,

Varibus is involved in negotiations with two foreign investors for the exploration and development
of other portions of such acreage in Mississippi and Alabama. One of the major provisions of the
exploration agreement will be that Varibus and PSO will nave a call on all or & major portion of the
production which may be obtained, Varibus' share of which may be either sold or exchanged to sup-
plemeat the fuel needs of the Company.

Eloctric Rates

The retail rates of the Company in Texas are subject to the jurisdiction of municipal authorities, and
as to all retail rates, including those in unincorporated towns and rural areas, a District Court of the
State of Texas has authority to declare unlawful an extortionate or unreasonable rate. Texas does not
have a state utility regulatory body with jurisdiction over the rates of the Company.

In Louisiana (in which state the Company is duly qualified to do business as a foreign corporation),
@ statute provides that the Louisiana Public Service Commission shall have jurisdiction over the retail
rates and services of the Company. A« of January 1, 1975, provisions of a new Louisiana Constitution
will come into effect which provide that such Commission may permit a proposed increase to be put into
effect, in whole or part, under bond pending the Commission's decision and if such Commission does
not render a full decision on & proposed rate increase within twelve months after the effective filing

date, the proposed rate increase may be put into effect if and as provided by law and subject 10 bond
until final action by & court of last resort.

The FPC has jurisdiction of certain activities, including wholesale sales of electric energy in inter-

State commerce, and the issuance of securities by the Company including the guaranty by the Company

of the Series 1974 Bonds. Approval of such guaranty was granted by order of the FPC issued October 8,
1974,

Under effective orders of the FPC, the Company has been charging increased rates for wholesale
service to most rural electric cooperatives, municipal resale systems, and other electric corporations
since mid-1973. The Company estimates that such increase in the base rates will produce approximately
$1,800,000 at the 1973 level of use plus revenues from a fuel adjustinent clause which recovers fuel
costs above a level of 2.1 mills per kwh. Most collections of such rate increases are subject to refund
pending final action by the FPC. Two wholesale customers have appealed the order of the FPC 1o the
United States Court of Appeals for the District of Columbia. and if such appeals should result in
reversal of the FPC orders as 1o such customers, approximately 74% of the increase in the rates could
be lost pending further FPC action or termination of the existing contracts with such customers. A
formal hearing was held before the FPC in September, 1974, regarding such increase in rates but no
final action has yet been taken by the FPC thereon. Through August 31, 1974, approximately $4,700,000,

including collections under fuel adjustment clauses and inierest, was subject to being refunded depending
on the outcome of the FPC and court proceedings.

The Company filed with the Louisiuna Public Service Commission on October 3, 1974, for
an increase in electric rates to retail customers in Louisiana with demands in excess of 5,000 kilowatts.
The increase requested would produce additional revenues of approximately $6,033,000 based upon
the test year 1974 level of business. Customers will receive & progressive increase beginning with
loads in excess of 5,000 kilowatts and the percentage increase will vary from no increase at 5,000
kilowatts to approximately 10% or less for loads above 20,000 kilowatts. A similar increase amounting
to approximately $4,000,000 of additional revenues based on the test year is expected to be made
effective in Texas concurrently with the Louisiana increase. On October 22, 1974, a hearing was held
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by the Louisiana Public' Service Commission, on a motion by the Company to place the increase in

effect immediately under bond, subject to refund if the proposed increase is not ultimetely granted, but
no action has been taken as yet

E.mployess

The Company has approximately 3,100 employees. Of these, about 2,300 operating personnel
are represented by the International Brotherhood of Electricul Workers under a collective bargaining

agreement which continues through July 5, 1975, Among the provisions of the agreement is a 5% wage
increase which became effective on July 14, 1974,

The Company and the Equal Employment Opportunity Commission (EEOQC) met to conciliate 22
charges of alleged discrimination that had been filed by employees. Concilistion agreements be-
tween the Company and the EEOC were reached on July 25, 1974, providing for settiement of 1§ of the
charges. The concilistion agreements provide for affirmative action promotion programs for @ class
of approximately 445 female employess and 215 black and Spanish-surnamed employees, & chunge
in matemity leave procedures, & change in rates of pay for two job classifications, and & possible
overtime differential award for an as yet undetermined class of black employees. The conciliation

agreements are presently in process of implementation and monetary lability for special payments
provided thereunder cannot yet be determined.

The Company has received notice that there are at least right additional charges of discrimination
presently pending before the EEOC. These charges involve the Company's maternity leave procedures
and practices that allegedly discriminate against the charging parties on the basis of race or sex.
The limits of the potential classes, the remedies 10 be sought, and the amount and matenality of
monetary claims, if any, which may arise therefrom are not presently known

A private class action was lustituted against the Company in a Federal district court in Texas on May

1, 1974, in which five employees ars denominated as representatives of a class of similarly situated
employees at one of the Company's facilities. Because of alleged discrimination they seek: (1) injunctive
relief, which includes sbolition of various employment practices in the area of testing, seniority, etc.
and changes in the union collective bargaining agreement; (2) a court-ordered comprehensive affirma-
tive action program; (3) a declaratory judgment; (4) back wages: and (5) costs and attorneys fees. The
amount and materiality of monetary claims are not known at (his time.

Lidgatica

On July 24, 1973, the cities of Lafayette and Plaquemine, Louisiana (the Cities) filed an
action in United States District Court in the Eastern District of Louisiana, against the Company and
other adjoining investor-owned electric utiliies, seeking treble damages and injunctive relief, alleging
various anticompetitive activities in Louisiana. In connection with the power interconnection agreements
reach:d with the Cities on January 8, 1974, they entered into agreements to release the Company from
claims for any such prior acts or omissions, to dismiss as to the Company their civil actions described
gbove, o withdraw various interventions pending in the various FPC proceedings of the Company,
and to refrain from intervening in AEC proceedings of the Company based on any such prior acts
or omissions. Such agreements by the Cities are, however, contingent upon acceptance by the FPC
of the respective power interconnection agreements entered into by the Company with them without
imposition by the FPC of conditions unacceptable cither 1o the respective City or to the Company
Such agreements are pending before the FPC at this time

In March, 1971, the United States Department of Justice issued Civil Investigative Demands
demanding that the Company and certain other investor-owned electric utility companies in Louisiana
produce certain documents in the course of an inquiry as to whether such companies may have been
violating antitrust laws. No suit has been filed by the government alleging violations of the antitrust
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laws. Based upon consultation with the Justice Department and the stafl of the AEC relative to the
Company's application for permits to construct nuclear generating units, the Company presently believes
that such investigation has been resolved through agreements reached with the Justice Department as to
conditions which may be imposed in the licenses for such nuclear units relating principally to coordina-
tion efforts in the future with certain neighboring utilities and access to the nuclear units.

On August 5, 1974, the Company filed a $225 million damage suit in the Civil District Court for
the Parish of Oricans, New Orleans, Louisiana, against United Gas Pipe Line Cumpany alleging
United's failure to fulfill its contractual oblieations to supply natural gas to the Company and s~eking to
recover costs incurred by the Company in purchasing natural gas at higher prices from other sources
and purchasing more expensive fuel oil, constructing new facilities and converting generating facilities
to handle and burn fuel vil, and covering future costs estimated to be incurred in the conversion to fuel
oil operation.

Ezviroamental Matiers

The application of Federal and state restrictions to protect the environment involves or may
involve review, certification or issuance of permits by various state or Federal cuthorities (including
the Administrator of the Environmental Protection Agency (EPA) and the Corps of Engineers)
with respect to construction of new facilities or modification of existing facilities and with respect to
initial or continued operation of facilities. The Company believes that it is in subctantial compliance
with all presently applicable requirements, and is not involved in pending proceedings and does not
know of any threatened proceeding in which the Company is or will be charged with material violation
of such requirements. However, environmental restrictions, particularly in regard to emissions iato
the air and water, may increase the cost of operations of the Company's generating installations and
may in the future require substantial investments in new equipment at existing installations and sub-
stantial increases in the costs of proposed new facilities. The Company belicves that the capital expendi-
tures and operating cost incurred in response to environmental considerations will be fully allowable
for rate-making purposes. However, there can be no assurance that this will be the case, Other than
(i) the emission control lacilities necessary to meet emission regulations applicable to generating units
in Louisiana which are being adapted to a continuous oil burning capability (see “Business — Fuel
Supply”), (ii) & uquid waste treatment facility for the existing units at Louisiana Station (approxi-
mately $4 million) and (iii) backfitting of two large stations from once through operation to cooling
towers which may be necessary under recently published guidelines of the EPA if applications for
Section 316(a) exemptions under the Federa! Water Pollution Control Act which the Company intends
to file, are denied (approximately $10 million), the Company is not immediately faced with significant
expenditures for environmental control facilities at its present units. However, substantial portions
of the Company's construction program are expected 0 be for environmental control facilities.
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Principul Occupation

Semor Vice Presiuent and director of :he Com-
pany, Beaumont, Texas

President, Jack's Cookie Company, biscuit and
cracker manufacturer, and vice president of
Louisiana Aircraft, Inc., aircraft distnbutors,
Baton Rouge, Louisiana.

Chairmen of the board and president, First Na-
tonal Bank in Conroe, Conroe, Texas.

Registered investment adviser, Boston. Massa-
chusetts

President, Baton Rouge Supply Company, Inc..
lumber and other building materials distri-
butors, Baton Rouge, Louisiana

President and director of th¢ Company. Beau-
mont, Texas.

President and director, Caﬂul City Press, news-
paper publishers, Baton Rouge, Louisiana.

Senior Vice President and director of the Com-
pany, Beaumont, Texas.

Member of Orgain, Bell & Tucker, general legal
counse! for the Company, Beaumont, Texas.
Chairman of the Board of Directors and director

of the Company, Beaumont, Texas

Retired general manager, Lake Charles Opera-
tions, Cities Service Oil Company, petroleum
refiners and petrochemical producers, Lake
Charles, Louisiana.

Partner, Steinhagen Oil Company, petroleum pro-
ducts distributors, Beaumont, Texas.

Member of Stockwell, St. Dizier, Sievert & Vie-
cellio, legal counsel for the Company in the
Lake Charles Division, Lake Charles, Lou-
isiana.

Investments, Port Arthur, Texas
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GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES

11 Meoaths Yenrs Ended Docomber 31,

Ended
Auguai 31, 197 173 972 1 T

ELECTRIC AND STEAM PRODUCTS:
Number of customers:
Residential . . ....... ...... 153,298 149292 340,360 130416 119328
P 42,628 41 986 4], )44 40,171 39,251
5,652 5,606 6,115 5.320 4,466
1,486 1,413 1139 1,320 1,324

7 1227
403,064 198,31 389,010 37 i22 164,166

CA(LANIJTY LOAD AND RESERVES

WWIM st time of peak

Opt Yz ke b
Toledo Bend Dams and
Cajun Electric Power Cooperative,
Inc. without reserves f y "8, J 98,000 98.000
Total capability at time of peak load 4,707, 732, 4,799, 4,253,000 3,723,000
M lmd mcluding inmuptiblt

1,285,000 1,038,400
Phn Power ubl umh reserves
to other utility gystems 100,000 100.000
Lass:
Imﬂhh load at time
of peak load 2,600 28,800 19 800 30,600 17.600
Purchased power rﬂh re-
verves induduu TVA di-
varsity interchange 215,000 215,000 215,000 215,000 215,000
Load for which reserves are provided 1,678,200 3,517,900 3.347,900 1,139,400 2,886,800
Capability in excess of load 1,028,800 1,194,100 1,001,100 1,113,600 836,200
Loss: Scheduled maintenance at time
of puak losd 111,000 126,000 176,000 246,000
Reserve capability 917,800 1,068,100 1,011,100 917,600 590,200
et === oy

Percont reserves 23 30 30 30 20
Maximum demand mm -nid M
pounds yet hour ... .. 3342 89 1,309 119 3.3 1,143

DULpat = nel = kwhrs rthouuudn
Generated 22,323,578 490,507 21,281,658 20,643,077 19290514 17,337,296
Purchased lnd interchanged | 861 968 ! 319,575 (PC0.N59)  (1,060,239) (249.426)
Total . 25,187,546 22,808, 21,801,232 19,653,018 18,230,275 17,087,870
e - ——— 3 = —— =

Sales of electric ucru-— kilowan-
hours (thousands ) :

" Residentiai | s aatd : 3,832,030 3,730,837 1,546,355 313290 2,860,259 2,665,542
Commercial ............. 2,671,046 2,.579.96) 2,380,471 2,114,689 1,923,879 1,782,460
Industrial .. T ORTA 11,272,518 11,001,560 10,415,986 9371114 8,698,045 8,098,285
Steam products .. ... .. : 2,881,636 2,880,362 2,602,921 2,420923 2,184.767 2,364,660
PRt 1,465,307 1,519,578 1,719.249 | 482,560 1,338,427 1,222,307

22,124,507 21,712,298 20,664 982 18,522,219 17,205,377 16,133,254

——————— -4 e p————— ———————— E———————

Steam sales — millions of pounds 24,79 28,723 24 543 23,943

24,162 24,394

"F.wdudu load served by and capability of the 76,000 kilowatt steam-electric installation maintained and
operated by the Industrial Chemicals Division of Allied Chemical Corporation.
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GULF STATES UTILITIES COMPANY

CPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES — (Coatinuved)

Eleciric line — pole miles

Tramamission (69,000 volts and
over)

Distribution (34,500 rolu und
under ) .
Ulﬂlrm wnmucllon -
miles of roume ... ..
Average anuual use per cusiomer
Residential:
Kilowati-hours
Revenue per hluwau hour
— centa b
Commercial
Kilowati-hours .
Revenue per kilowati-hour
- cents
Industrial:
Kilowatt-hours

Revenue per klk‘.w.tl hour
- cents ‘

Number of customers
Output — M cu. ﬂ ol Mlul"ll 'u
purchased .
Sales — M cu. .
Maximum daily output —
Mains —miles
OPERATING REVENUES
Electric and steam products —
Salas of electric energy
Residential
Commercial .
Industrial
Steam products
Other
Total sales of elecine
energy
Other electric and
products revenue
Steam sales

Total electric and
sieam products

steam

Gas —
Sales of gas:
Residential
Commercial and indusirial
Total sales of gas .
Other gas revenue .
Total gas

TOTAL OPERATING REVENUES

ELECTRIC AND STEAM PRODUCTS
OPERATING REVENUES — % OF
TOTAL

GAS OPERATING

RE\‘ENL-‘F.S-— %
OF TOTAL e Lok

12 Monchs
Ended
August 31, 1974

1668
15,549

801

$103.831.77¢
64,500,209
129,009,272
20,087 246
19,496,594

Venrs Ended December 31,

1973

2.6

| BN 542

80

71854

9,502,531
9114942
97 9kd
1.019

$ 91,155,021
$5.658.876
99,231,146
15,777,138
14,229,267

1972

| 9%

740,058

25

$ 79021928
46,599 660
77.841.110
12,073,611
13,132 964

1

1589
14,658

4B

| K49 440

73

69,124

B.7BE BRI
REBS. 412
852N
949

$ 68727248
40,898,786
68,322,257
10,829,047
11,223.230

17

| 94

| 9RO RRO

73

7.2

9.607,794
9209457
97 481
0

$ h1461 438
37.561,242
63,391,584
10,547,052
10,321,501

.99

1,801,220

73

66,6594

9.291,090
B982,18)
B2.13%
917

$ SO.E20.744
15,415,809
£9.367.304
10,510,620
9.450.819

136,927,007

3,729,167
1,954 985

276,251 448

1,175,407
1,957,370

228769270

1,011,430
1,956,949

200,000 568

2.174.949
1,954 694

184.226.824

|.60%. 106
| 946,154

174 595,316

1,227,423
1.969.091

Nd2.611,249

281,384,228

233,717,649

204,330,212

IRR.7H2,. 174

177.791.830

4,635,797
2303813

4979121
2,198,738

4382289
1,801,735

4,253.967
1,634 856

4322508
| 487 226

1,930,160
1,416,666

6939610
52,850

7,177,859

58.922

6,184,024
87.956

S BRE E2}
18.767

SB19.73
510

5.347,026

6,992 460

7.236,781

6,271,980

927,590

B899

5820244

5,347,928

1145 601,709

$268 621,006

3240.009,629

$210,257 802

$194 A2 418

$183,139.755

9.5

974

2.6

97.0

3o

97.1

29
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%

UTILITY AND OTHER PLANT (including intangibles )

al original coat (MNois A ):
Elactric utility plant . .

Sicam producr: plamt |
Gae wtility plamt .

mmmmm
Total plant less wccumuisted provision hr
depracistion .4

CONSTRUCTION WORK IN PROGRESS, al cost (Noie A)
Total utilitv and other plant

GULF STATES UTILITIES COMPANY
BALANCE SHEET

Fotia ™

OTHER PROPERTY AND INVETTMENTS:
Investment in and mm w luhuh.ry company at

equity (Note A) ... ..

Total other property and investments

CURRENT ASSETS:

Cash (Note B)
Special deposits

Temporary cash investments

Acoounts recaivable:

Matarials and supplies (including construction
malerials) st sverage cost . . :

Fuel atock
Fuel prepayments . . .

Other prepayments . . .,
Total current assets

DEFERRED DEBITS:

Unamortized dubl expense (Note A)

Total deferred debits

ASSETS
‘& 31. 1974 Daeceobor 31, 1973
(Teoumods of Dollars)
$1.081,27% §1,154,380
........ $2,808 2.
.............. 19907 51,153,994 19488  §1,226,639
323,822 296,806
......... 230,172 029,811
320,262 | 54,046
1,150,434 1,083,879
.................. 17,757 20,937
....... 1,038 1,020
T 21987
..................... 6317 3,801
.................... 284 358
..................... 1,500
............. 42,946 28,924
........ 2,340 2,077
45,286 31,001
Less: Accumulated provigsion for uncolisctibles 382 44 904 412 30,589
6,454 .87
22,459 9,035
17 139
............ 3,066 l,!ll
........... 85,321 51414
1,0m 1,016
.............. 1,858 1341
...... 2935 2357

The accompanying notes are an iniegral part of the financial statements.
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GULF STATES UTILITIES COMPANY

BALANCE SHEET

LIABILITIES

AF: 31, 1974

]

ST R RO PIENL

Decsenbor 31, 1973

CAPITALIZATION:

Capital stock and retained samings:
Commen steck, without par value (Note C) . .. 3 187,580

Rewined eamings (Nowe D) ..., .......... 156,390
Preferred stock (Now C)
Premium on preferred stock (Note C)

_ Total capstal stock and retained earmnings

Long-term debt (Notwe E):
.I.’lflmnupbonm.

Unamortized premium, discount on debt (Note A)

(Thoueands of Dollars)

$ 34397
117,500
653
462,123

589,62

§ 187,580

154,556 142,136

117,500
655

460,291

Total capitalization

CURRENT LIABILITIES:

Debentures, due within one year, less amount mqumd
for sinking tund purposes (Note E) . ...

Notes payable (unsecured) (Note B)
Banks
Commercial paper .

Accounts payabie, trade

Customers' depoaits

Taxes accrued

Interest accrued

Oividends declared

Fayroll accrued .

Other ..

Towl current liabilities .

DEFERRED CREDITS:
Investment tax credit .
Accumulated deferred income tax
Other . ...
Totu! deferred credits
OPERATING RESERVES ..

1,081,750

40,127
31,684
2983
17,596
6.656
8,836
694

3,526

112,103

21,633
68,769
1,442
91,844
1,785

31&57,4&2

19,689
63017
p12)
83,698
1,771
$1.159,607

The accompanying notes are an integral pan of the financial statements.
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GULF STATES UTILITIES COMPANY
STATEMENTS OF RETAINED EARNINGS

12 Months

Feded
Tt 95 m wm
" (Mhoussnds of Dollars)

BALANCE. beginning of period, as nreviously

. S146, 148 5109054 S125406 $115490 5100066 § 91484

Less: Cumulative effect of change 1o equity
of accounting for investinents
(See Note (3) to Statements of Income) 143

BALANCE, beginning of period, as restated . . .. 146,148 179211 125406 115490 103,366 91.5%¢

ADDITIONS:
Net ineome ... ......ococooii., 48588 50177 48068 39009 38998 34712

191,733 189,388 170,574 1584490 142,064  12B.26R

DEDUCTIONS
Capital stock expense
Cash dividends.
Preferred siock (at annual raies indicated
helow ):

$4 40 dividend b s s 528 €28
$4.50 dividend ¥ . 228 228 [ 1 228 228
$4.40 dividend — 1949 Series 264 264 264 264
$4.20 dividend ... .. 294 2 294 294
$4.44 dividend ............ 22 22 m 222
SO0 BN .. oooinncniiionnss 178 178 318 ‘ 178 178
$5.08 dividend ... ... h 08 s08 S08 - so% 508 508
$4.52 dividend AL 482 452 2 482 42 a2
$6.08 dividend .. ..... ... . 1216 1216 1216 1.2'6 1216 1216
$7.56 dividend ... ... piveians’ 0 A8 566

Common MOk ... ............... .. |13 28102 26570 _ 25009 _ 22940 _ 20818

_ 3534 34,6832 31,220 29.091 26,874 24,902

BALANCE. end of pericd (Note D) .., : $156.390 $154.556 $139.354 $125.406 $115,490 $103,366
e

The accompanying notes are an integral part of the financial statements
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GULF STATES UTILITIES COMPANY
STATEMENTS OF CHANGES IN FINANCIAL POSITION
11 Months
Endod

3,197 Years Eaded Docemaber 31,
4 197 971 {1 W 1869

(MThousands of Dollers) g

FUNDS FROM OPERATIONS

Net income(s) . . § 45,588 50,177 § 45168 §$ 3000 § WBO9R 8 M2
lems not affecting Miu nuul
Depreciation 41,889 15,784 13,606 29.906 25801 23276
Amortization of loss on uh of
proparty : 136 542
Deferred Founl InCOmMEe 1ax — net 7107 6,494 5.7 4922 4 660 4d.1ka
Deferred siste income tax — nel 157 206 amn 74
Investment tax credit -— net 160 72 1.283 | 466 1082 2.1%4
Common stock equity component of
allowance for funds used dunn;
construction . (5.880)  (5.590) (8.538) (4.208)  (5.282) (3.741

Funds from operations RO.01F 87,641 80.574 71.169 7,498 61.127
FINANCING

First morigage bonds 60, 000 50,000 15,000 #0000 0,000

Preferred sioch 9 35,058

Common stock 40,280 28,217

Notes payabie 11.014 (30,796) 69.256 (29.001) (17,2200 26,311
INCREASE 'N OTHER — NET(b) 9,820 9.103 B.366 £329 6.607 448

Total source of funds . .. $189.852 5115950 $193.251 $122777  $145099  $141.68)

FUNDS FOR:

Gross plant additionsia) $139.193 $107.234  §111.314 : $110,596  $123,32%8
Dividends ok 1534 34,832 31.220 29, 16,824 24.902
Retirement of lon' -term debt ok M8 378 A8 ¥4 178 378
I'ivestment in and advances (o subsidiary

company 930 18,358 2,482
Temporary cash investments . 1,500 (47.900) 47 900

177,341 112,896 193,261 2 137.798 148,608

INCREASE (DECREASE) IN WORKING
CAPITAL AS DETAILED BELOW 12.511 3.084 (40) 18 7,304 (6,922)

Total funds used . SI189.852 81135950 §193.251 22, §145099 5141683
S EmEE SR s

INCREASE (DECREASE) IN WORKING
CAPITAL (Excluding notes payable)

Accounts receivable $ 13,512c) § 6,144 § 5308 § (630) . § 2,130
Inventones 5 . 1,098 1,097 (610) 116 1142)
Fuel stock : 16,827 7997 (67K) 1.530 4)
Fuel prepayments .. (33) (3% 192

Other prepayments . . . . 406 (RK) (717% L1 189 40%
Accounts payable (15,114) (7,716) (2.033) 1.287 (1,798) (1,401)
Accrued taxes . . . 2917 (B0O) (473) 1,074 513 (4,747)
Accrued interest (238) (1,770) (21) (469) (131 (1,299)
Other — net e (6,864) (1,57 (1.147) (1,679) _ 1,346 (1.864)

$ 12511 § 2054 § (40) $ 1315 § 7304 § (6922)

o

(a) Includes allowance for funds used during construction. See Note 4 to Statements of Income.
(b; Includes common stock equity compenent of allowance for funds used during construction
(¢) Increase due principally 10 seasonal kilowatt-hour usage and fuel clause adjustment

The accompanying notes are an integral part of the financial statements.
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GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS
(Information relsting to dates after December 31, 1973, is unaudited.)

(A) The major accounting policies of Gulf States Utilities Company are outlined below. These
policies are presented to assist the reader in evaluating the financial statements and other data
presented in this statement.

The :ccounting records of the Company are maintained in accordance with the Uniform System
of Accounts prescribed by the FPC and the Louisiana Fublic Service Commission. In accordance with
changes required by the FPC in 1974, certain 1973 amounts have been restated to maintain com-
parability between the two years. X

Utllltynndothnrphmhu&udnloﬁliulenuwbenﬁmdadlulodtopubucurﬂumdthe
amounts shown do not purport to represent reproduction costs or current value. Costs ‘of repairs and
minor replacements are charged to expense as incurred. The recorded cost of depreciable utility plant
retired and cost of removal, less salvage, are charged to accumulated provision for depreciation. At
August 31, 1974, certain electric utility plant approximating $85,500,000 has been included in con-
struction work in progress which had been included in utility and other plant at December 31, 1973,

The capitalized cost of utility and other plant includes an allowance for the cost of funds used
during construction.

The provision for depreciation is computed using the straight-line method at rates which will
amortize the unrecovered cost of depreciable plant over the estimated remaining service life. The
provisions for depreciation for the twelve months ended August 31, 1974, and the years 1969 through
1973 were equivalent to average percentages of depreciabie plant as follows: Electric — 3.2%. Steam
Products — 3.8% and Gas — 2.9%.

The Company's investment in Varibus Corporation, a wholly-owned subsidiary, is accounted for
on the equity basis. See Note (3) to Stutements of Income.

Nomwmwmtamimdinwblu.

For income tax purposes, the Company has adopted accelerated methods of computing depreciation
for eligible property. Pursuant to regulatory coinmission order, amounts equal to the reductions in income
taxes arising from the use of accelerated depreciation rather thun straight-line tax depreciation are
charged t« income and concurrently credited to accumulated deferred income taxes. Upon expiration
of the periods of tax deferraent, the amounis accumulated are used to offset the provision for income
taxes in amounts equivalent to the related increases in such taxes.

Amounts equal to the reductions in Federal income taxes resulting from investment tax credits
are charged to income and concurrently credited to deferred credits. These credits are being amortized
over the estimated useful lives of the related properties.

Unamortized premium, discount and expense on bonds and debentures are being amortized
ratably over the lives of the respective issues.

(B) The Company had agreements with several banks providing for borrowing up to $51,080,000
at December 31, 1973, and $67,080,000 at October 1, 1974, at the prime commercial lending rate in
effect from time to time without payment of a commitment fee. These agreements will terminate De-
cember 31, 1974, or within the following quarter. The Company maintains non-segregated working
cash balances which generally average, over the life of the agreements, spproximately 10% of the
line of credit.

In addition, at October 1, 1974, the Company had agreements with several banks providing for
borrowing of up to $31,000,000 at 115% of the prime commercial lending rate in eflect from time to
time with payment of a commitment fee of 5% of the prime lending rate on the line of credit.
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GULF STATES UTILITIES COMPANY
NOTES TO FINANCIAL STATEMENTS — (Coarmacd)

The weighted average interest rate of the aggregate short-term borrowings was 9.8% and 12.0%

st December 31, 1973, and August 31, 1974, respectively. The maximum aggregate short-term borrowings
at any one time (notes payable to banks and to holders of commercial paper) were
$73,300,000 for the twelve months ended December 31, 1973, and $83,624,000 for the twelve months
ended August 31, 1974, The average monthly short-term borrowings during 1973 approximated
$36,700,000 and the average interest cost was approximately 7.1% . For the twelve months ended
August 31, 1974, the average monthly short<term borrowings approximated $43.400,000 and the
average interest cost was 10.1% . Average monthly short-term borrowings represent the sum of the ending

moathly borrowings outstanding divided by 12 and the average interest rate is determined by dividing
accrued interest during the year by this average.

(C) Common Siock, without par valve: authorized 40,000,000 shares; outstanding, 25,547,328
shares. The Company in November 1971, sold 2,000,000 additional shares for an aggregate of
$40,280,000; and in February 1970, sold 1,400,000 additional shares for an aggregate of $28.217,000.

Preferred Stock, $100 par, cumulative; authorized 3,000,000 shares; outstanding 1,175,000 shares
as follows:

120,000 shares $4.40 dividend. entitied upon redemption to $108 per share $ 12,000,000
50,000 shares $4.50 dividend, entitied upon redemption to $108 per share . £,000,000
60,000 shares 834 40 dividend, 1949 series, entitled upon redcmpuon to $103

per share . . 6,000,000
70,000 shares $4.20 dividend, entitied upon udernpuon to SlO? 8!! per shm 7,000,000
50,000 shares $4 44 dividend, entitled upon redemption to $103.75 per share 5,000,000
75,000 shares $5.00 dividend, entitied upon redemption to $104.25 per share 7,500,000

100,000 shares $5.08 dividend, entitied upon redemption to $104.63 per share 10,000,000

100,000 shares $4.52 dividend, entitled upon redemption to $103.57 per share 10,000,000

200,000 shares $6.08 dividend, entitled upon redemption to $105.34 per share

prior to July 1, 1977, and thereafter to $103.34 per share . 20,000,000

350,000 shares §7.56 dividend, entitled upon redemption to $108.36 per share

gnm to September |, 1977, then until September 1, 1982 to
106.80 per share, then until September 1, 1987 to $103.80 per
share, and thereafter to $1C1.80 per share . .. .. e 35,000,000

$117,500,000
e e

In September, 1972, the Company sold 350,000 additional shares of $7.56 Dividend Preferred
Stock $100 par value, for an aggregate of $35,055,000.

The redemption and liquidation prices of all preferred stock issues, in the aggregate, were
$124,408,000 at December 31, 1973, and August 31, 1974

Premium on Preferred Stock increased $55,000 in September, 1972, as & result of the sale of
350,000 shares of $7.56 Divideud Preferred Stock, $100 par value,

No shares are reserved for officers and employees or for options, warrants, conversions and other
rights.

(D) Certain limitations on the payment of cash dividends on common stock are contained in the
Compauy's Articles of Incorporation and indentures, the most restrictive presently being that contained
in the Articles of Incorporation, which provides generally that no cash dividends shall be paid except out
of earnings accumulated after May 31, 1958, plus $28,262,988, provided, however, that such dividends
are limited 10 75% of “available net income” if the “common stock equity” (excluding premium on
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_ GULF STATES UTILITIES CORMPANY
NOTES TO FINANCIAL STATEMENTS — (Contlanod)

preferred stock) fulls below 25% of “total capitalization” (excluding premium on preferred stock).

Under this provision, retained earnings unrestricted as to cash dividends on common stock amounted
to $112,320,591 at December 31, 1973, and $94,927.846 at August 31, 1974,

(E) First mortgage bonds comprise:
2% % Series, cdue May 1, 1976 (excloding $1,000,000 in treasury) ..... § 27,000,000

3 % Series, due April 1, 1978 A

%%
%%
W%
%
%
%
W%
“ %
%%
54 %
W%
M %
S %
%%
6% %
5% %
TW% %
W%
v %
™%
W%
W%

Series, due December 1, 1979 .
Series, due June 1, 1980 ... ...
Series, due November 1, 1981
, due December 1, 1982

]

d

Septem
Cetober 1, 1987 . ..
May 1, 1988 ...

SEEEF

January 1, 1989 .

July 1, 1990 ...
i ¢ May 1, 1992 ..
January 1, 1996
February 1, 1997

i

cepee

i

Y
i3
>

i
¢

March 1, 1999
A, due September 1, 1999

%
2

Series, due February 1, 2000 ..........
Series A, due December 1, 2000 ..

Series, due November 1, 2001
Series, due Auguat 1, 2003
TOTAL December 31. 1973

December 1, 1983 . ..
ber 1. 1986 ...

A, due December 1, 1989 .

February 1, 1998
, due October 1, 1998 .,

10,000,000
13,000,000
10,000,000
10,000,000
10,000,000
15,000,000
17,000,000
20,000,000
10,000,000
16,000,000
17,000,000
17,000,000
20,000,000
35,000,000
25,000,000
40,000,000
25,000,000
25,000,000
30,000,000
30,000,000
35,000,000
50,000,000
$19,000,000

12,000,000

8% % Series, due March 1, 2008 ...........00oo0. 60,000,000
TOTAL August 31, 1974 . o ..., $579.000.000

petSe

The Company's mortgage contains sinking fund provisions which require generally that the Company
make semi-annual cash deposits with the trustee equivalent to ¥ of 1% of the greatest aggregate principal
amount of the 2% % Series first mortgage bonds dus May 1, 1976, authenticated and delivered and
annual cash deposits equal 1o 1.2% of the greatest aggregate principal amount of first mortgage bonds
subsequently authenticated and delivered; or, in lieu thereof in each instance, to apply property additions
or reacquired first mortgage bonds 1o that purpese. The Company has satisfied the mortgage require-
ments in past years by certifying to the trustee “available net additions.”

The debentures bear interest at 454 % and are due October 1, 1981, The trust indenture requires
annual redemption for sinking fund purposes of $375,000 principal amount through 1980,

Aggregats sinking fund requirements of first mortgage bonds and debentures outstanding, for each
of the five years subsequent to December 31, 1973, are as follows:

1974
1975
1976
1977
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GULF STATES UTILITIES COMPANY
NOTES TO FINANCIAL STATEMENTS « (Costiaged)

The Company's 266 % Series of first mortgage bonds amounting to $28,000,000 are due May |,
1976, and the Company's 3% Series of first mortgage bonds amounting to $12,000,000 are due April 1,
1978.

(F) The construction program involves expenditures of approximately $174,000,000 in 1974 and
$199.000,000 in 1975, See “Business — Construction Program and Financing Plans.” In that connec-
tion, the Company has incurred substantial commitments for equipment.

See “Business — Construction Program and Financing Plans” for a description of recent commit-
ments to purchase coal and uranium concentrates

See “Business — '‘Employess’ and ‘Litigation' " for pending litigation.

(G) The Company has a contributory pension plan covering all employees between the ages ol
30 and 65 years who have had one vear of continuous service. The Company’s policy is to fund pension
cost accrued. Since 1969 the aggregate cost actuarial method of funding the plan has been used. Under
this method, unfunded past service cost is not separately identified.

The cost of the plan charged 10 income and to construction and other accounts for the years
1969-1973 and the twelve months ended August 31, 1974, are as follows

12 Months
Boded Sppes 0. Yeors Ended Docember 31,
(Unoudited) 1973 1973 1971 1970 1969

Chargad 10 income . $ 1248021 % 1146831 § 1255441 §5 12771885 § 1,205,059 § 1019906
Char to construction

other accounts 4BB.094 | 4R7.396 531,064 $39.703 469060 443897
Totul $ L736,115 § 1634227 § 1706505 § 1 BI601E § 1674119 § | 468803
Smismcoey  sodoe——.  soslassmmer  IooomEmss SESSSEEERS | SSSEERRTWEG

In connection with recent Emplovee Retirement Income Security Act of 1974 pension reform

legislation enacted by Congress, the Company does not believe at this time that it will materially affect
future net income.

(H) SUPPFLEMENTARY PROFIT AND LOSS INFORMATION:

The amounts of maintenance, repairs and depreciation, other than those shown in the statements of
income, and the amounts of royalties, advertising costs, and research and development costs have been
omitted as each is less than one percent of total revenue and sales. Taxes, other than Federal and state
income taxes, are set forth by classes as follows:

12 Months

ﬁu' B L Y ears Ended Docember 31,

(Uusudited) 1973 1973 1971 1970 1969

Real estate and propeny $ B66I506 § BA96041 § 9030733 § B54R265 S TRTIBOY § T7.678.B0S
Gros receipts fal Eali 4,123,115 5,537,941 4311858 1.908 805 1,524 568 1,299 148
Payroll . . 54 £ s 1,337,768 1,281,769 972,098 £72.908 708,979 717.462
Street rental WD 921919 836,778 743,150 605,043 64 464 ;L
Other . .. AR g 2,557,485 1,875,354 2.159.121 844 617 80,047 532,640

Total R $17.604393 518,227 880 Sl?éle.ﬂ'l $14.869.655 §$11335865 $12,819,16)
Taxes, other than income, were

also charged 1o various other

accounts (stores and mmpum

non expense clearing, consiru

tion, eic.) in the amounts of $ 1579377 § 1620442 § BOB622 § 656840 § 614838 § 487740

Renis charged 10 income® $ 1910969 § 1764258 g 1803787 § 1774609 § 1764774 § 1,596,044

* The Company's lease agreements at December 31, 1973, and August 31, 1974, generally do not
coctain options to extend the lease terms or to purchase the leased properties. The present value,
as of December 31, 1973, and August 31, 1974, of minimum lease commitments is less than five
percent of long-term debt and sharcholders’ equity. The effect on net income if all financing leases

were to be capitalized is less than three percent of the average net income for the most recent three
years and therefore is not significan;
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To Gurr States Uriuties COMPANY .

We have examined the balance sheet of GULF STATES UTtiLmies Company as of December 31, 1973,
and the related statements of income (page A-2), retained earnings and changes in financial position for
the years 1969 through 1973. Our examination was made in accordance with generally accepted

. suditing standarda, and accordingly included such tests of the accounting records and such other auditing
i v procedures as we considered necessary in the circumstances.

In our opinion the financial statements referred to above present fairly the financial position of
Gulf States Utilitics Company at December 31, 1973, and the results of its operations and changes in

finaucial position for the years 1969 through 1973, in conformity with generally sccepted accounting
principles spplied on a consistent bagia,

COOPERS & LYBRAND

Houston, Texas
November 1, 1974

A-26
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GULF STATES UTILITIES COMPANY
STATEMENTS OF COMPUTATION OF NUMBER OF TIMES FIXED CHAiGﬂ EARNED

52 Maste Your Banded December 31,
Asgua 31,1974 193 1973 971 1979 1399
Net income . ............. oo BASSREARY 8 50077196 B 45167636 § 3009238 § JE998410 § 34711520
20,101,389 29431036 30920638 24130796 22979379 25,666,268
Earnings before income taxes 71.“‘.'_7.; -_;’.m.ln 76,091,274 63,143,034 61,977,788 60,377,808

Interest on bondo .. ... . ... : 32,910,621 28,055,000 26,461,250 24,164,378 21,182,604 17,116,981
476,123 4RE. 106 507,520 521,082 538,010 558,496
4,615,008 2,962,037 1,018,103 2,815,655 2,965,046 2.973,7%1

(10,304) (25,270) (31,7 (38,070) (46.981) (55.511)

636,990 SBE. 08! 601,262 391,536 588,258 £32,681
38,628,442 32,088,038 28,556,362 28,054,578 25,226,917 21,126,438

taxee and lud charges $112.515016 5111696270 S104647636 § 91197612 § 87204726 § £1.504,246
SETTLIILIIIIIIN ToaaLasm - Er——————3 sy -3
Number of times fixed charges wre
covered by earnings before income
tanes and fixed charges ‘ 291 3 a8 1.66 328 146 188

Number of times fixed charges are covered by eamings (before income taxes and fixed charges) for the twelve
months ended August 31, 1974, adjusted to reflect annual interest requirements of the Series 1974 Bonds, the
Issuance of $60,000,000 of 8% % first mortgage bonds in March, 1974, annual interest on short-term notes of
$55,000,000 expected to be outstanding at the sale date of the Series 1974 Bonds and to eliminate interest charges
for the 8% % first mortgage bonds and short-term notes

Fixed charges for the twelve months ended August 31, 1974, above § 38,628,442

Add -~ Annual inlerest charges on $20,000,000 of Series 1974 m 0 be issued assumed
interest rate of §% § 1,600,000

Annual interest charges on $60,000,000 of #% % first morigage bonds isaued in March, 1974 5,175,000

Annual interest on short-term notes m“mof §$55,000,000 at an assumed rate of 11% upoclod
10 be outstanding a! the date of sale of the Series 1974 Bonds . . 6,050,000

Total additions " $ 12.825.000

Loss — Interest mmm o August 51, 1974, on sm(mooo of #% % !lm monnal houdn
books § 2199378

on the
Interest on short-term notes for the twelve months ended August 31, 1974 & 4374 4B4
Total eliminations .. ..... L 6,573,859
s
Pixed muhuu-d v a4 § 44879583
=1

$112,315316
o

Number of times adjusted fixed charges are covered by earnings beiore income taxes and fixed

.50
e
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