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PERFORMANCE HIGHLIGHTS

Percent
Change
SRR e R . S T
Total Operating Revenues (millions) %23  s1823 sl 622 28 5 l2 4
Total Operating Expenses (millions) ke 204 §l_6_05 * 31 394 27 4 _lS.A
Fuel, Purchased Fower & Purchased
Gas Costs (milli >ns) & g RAEe - o ll.‘l?_- £ HSIES Pott S SZGA A%G 0 2_6,5
Operating Income (millions) 8 s 218 8§ 228 37 (44
Net Income (millions) _!Jg_w_-_s_'@z___ __; 185 7. g (1.6
Allowance for Funds Used During
Construction (millions) $ 20 $ 213 0§ 148 127 439
Rate of Return on Average
Common Equity (percent) =y 0%  1182% @ 14.19%
Earnings Por Share (dollars) ek sz ;__zf _l<3<  $24 (58 (134
Dividends Pa.d per Share (dollars) $158  §152 $ l,ﬁ_ m3 9 58
Customers (Ele~tric—Year-end) 1.546.733 1520142 1 48918_8 Lk 7 2.1
Total Electric Energy Sales (billion kwh) 55 LG 8 L8
System leak Load (kilowatts) 11,769.000 170_6_8_7“009_~ 10,648,000 10. l 0 4
Gross Utility Plant at Year-end (billions) $79 §$70 § 61 12 9 148
Construction Expenditures (millions) 8 %0 51025 V‘; 901 (na 7138
Commen Stock (Number of shares, in thousands)
Average A 85445 @ 75522 4.1 131
At year-end 107,350 90 433 76 09“ A8 7 18.8

ABBREVIATIONS: In this report, references 1o companies

in th» Mididle South Utilihes System are as foliows

MS  « the ca-my . «++» Middle South Utilites, Inc
.. ... Middle South Services, Inc
s . : Middle South Ene

AT L) Arkansus Power & L

Ark-Mo = A'x’x' 318 \1 ssourl F an
B .. ouisiar t Company
PR . e Misgissi pp P wer & 1* t Company
NOPSI............... New Orleans P‘.‘!,A;\, ervice Inc
R o s DS "uels, Inc
Associated ... Associated Natural Gas Company



My Fellow Stockholders:

In describing the 1980
results for our Middle
South Utilities System, |
think it would be fair to
character ize the year as
one of turning the
corner toward greater
financic. vitality, more
responsive regulatory
treatment, and im-
proved ability to serve
the energy needs of the
System's 1.5 million customers.

We made substantial progress toward
our goal of diversifying the System's fuel base
to lessen our dependence on fuel oil and
natural gas as fuels for electric generation.
This progr- s was marked by completion and
commerc.al operation of our second
nuclear-fueled generating unit and cur first
modern coal-fueled unit, both in Ark nsas.
These two units added 1,673 megawatts to
the System's generating canacity and, at
normal operating load factors, can displace
16 miilion barrels of very expensive fuel oil
per year. As the System's remaining six
ganerating units now under construction -
three coal, three nuclear — are completed
ana go into commercial operation, the heavy
construction financing load which the Sys
tem has be¢ 1 carrying in recent years can be
expected to bear fruit, with renewed finan
cial vigor for the System, much-improved
ability to serve our customers’ elect.ic energ Y
requirements at the lowest practicable cost
through displacement of ever-more-costly oil
and gas, and adequate capacity for area
growth.,

Qur consolidated net income, which
dipped slightly from 1978 to 1979, increased
almost eight percent in 1980. This improve-
ment was mainly attributable to three factors:
rate increases placed in effec. during the
year by several of the System operating
companies, heavy electric energy require-
ments by our customers during a wide
spread, sustained record-setting period of
hot weather last summer, and
tight control of axpenses.

As a necessary part of financing the Sys
tem's essential construction program. the
Company sold additional common stock

contir-ed

through underwritten
;- iblic otterings

casions in 1980. The
hl-;h@.’ average nui
ber of shares thus out-
standing in 1980 caused
earnings per share to
decline from $2.13 per
share in 1979 10 $2.01. It
is the considered judg
ment of your manase
ment team and board
of directors that your
long-run best interests, considering the tre-
mendous changes which have occurred in
world fuel markets in the last decade, de-

ind that the System's coal and nuclear
program be carried through to successful
completion.

During 1980 n expenditures
totaled $910 million, compared to $1.025 bil-
lion in 1979. We e)(pw' that capital expendi-
tures !. r construction for 1981 will be approx
imately $897 million

The System's retail customers required
five percent more electric ener gy in 1980 than
in 1979, again heavily influenced by the ex
treme temperatures of the summer of 1980.
based c weather, in
dicate that customer requirements for eiec
tricity will grow at a slower . ate in the 1980s
than was experienced in the 1970s, but we
believe that in our Middle S
— in the Sunbelt
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outh service area
with the nation’s only

deep-water oil port soon to open, and many
other industrial advantages — customer
electric energy re« ; 1-ements will grow faster

than those of the nation as a whole. Thus, our
construction of new generating facilities is
not only for the purpose of fuel diversi
but also to ensure that the System will have
the ability to meet those future needs when
they arise

The business

is basically the ¢

o

in which you have invested

Ol essential electr

;erving
energy needs of the pec ple and institutions of
some 92,000 square miles. And to this we are
deeply dedicated, but with the clear qu x"

cation that the L ‘/ stem must be accorded the
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operating companies have been diligent in seeking
needed rate increases while striving to minimize
operating experses. As reported to you in last year's
annual report, we began to see progress in the rate
area in the second hclf of 1979, and this trend con-
tinued in 1980. Unquestionably one of the keys to
sustained financial heith for the electri~ utility indus-
is the overcoming of reguiatory agencies' practice
treating investment capital as of no interest or ben-
efit to customers until a project goes into commercial
service. As an investor you certainly put your capital
into the total Company and its programs for service to
customers now and in the future; and you are entitled
to a fair return from the business without having to try
to trace the facilites where each dollar of your in-
vestment is actually spent. We believe that some
progress is being made in getting regulators to rec-
ognize that if customers’ needs (whether for added
energy or to offset sky-rocketing oil ccats) are served
by construction of facilities, the customers’ interest in
the facilities does not come into existenice only at the
instant of initial commercial operation of the facility.
All dollars of investment to support needed construc-
tion should be included in the base on which the
business is permitted to earn when the investment is
made; and extensive studies have shown that over
the life of the facility, customers would actually pay
less under such procedure. For a detatled discussion
of the System's current rate situation, see page 7 of
this annual report.

Last year, | reported to you on the electric utility
industry's efforts o respond appropriately to the
March 1979 accident at the Three Mile Island nuclear
plantin Pennsylvania. Further progress was made in
1980 in the industry’s ~ubstantial effort to apply the
lessons learned at Three Mile Island. One significant
milestone was the establishment in September 1980
of Nuclear Electric Insurance Limited (NEIL). a mutual
insurance organization funded by the industry.
Coverage by NEIL will greatly alleviate the financial
burden placed upon an insured utility experiencing
an extended outage of a nuclear generating plant
due to an accident by paying a porticn of the re-
placement power costs incurred. Middle Scuth has
secured this added insurance coverage for its nu-
clean units.

Probably one of the most important accomplish-
ments of 1980 was the institution of the Significant
Event Evaluation and Information Network (SEE-IN).
By means of this p. ogram every non-normal event at
any U.S. nuclear generating plant is carefully
ana by the Nuclear Safety Analysis Center und
the te of Nui..ar Power Operations for its
generic significance. Where the analysis indicates
the need fur corrective action, this is immediately
communicated to every nuclear plant in a manner
calculated to secure such action. | do not believe it is
overstating the case to say that if SEE-IN had been in
operation at the time of a precursor event at another
nuclear plant similar to the happening at Three Mile
Island, most of us and certainly the national public
would never have heord of TML

The continued work of the Nuclear Sa'ety
Analysis Center, the Institute of Nuclear Power Op-
erations, the Committee for Energy Awareness, and
NEIL has been important in the effort to restore the
American public's confidence in nuclear power.
Opinion polls indicate that the majority of Americans

continue to recognize the importan .e of nuclear
power and support its continued use, just as they did
prior to the Three Mile lsland accident.

We are encouraged by the nuclear positions
which have been enunciated by the Reagan ad-
minstration, and wili cooperate fully in efforts to as
sure nuclear power's role in meeting America's
energy goals.

During 1980, we inaugurated a new strategic
planning process to formalize. coordinate, and bring
into sharper focus the manner in which the System
considers its future environment, weighs its ailterna-
tives, and pians appropriate actions in furtherance of
its basic goals. We believe that this more structured
strategic planning program will help us to cope well
with the increasingly difficult economic, energy, and
regulatory challenges of the future. See page 38 of
this annual report for a list of the corporate objectives
which torm the hasis of this strategic plonning pro-
cess.
The consolidation of operations of Arkansas
Power & Light Company and Arkansas-Missouri
Power Company i.ecame effective Juauary 1. 198].
Ark-Mo is now a division of AP&L, and Associated
Natural Gas Company, fc merly an Ark-Mo sub-
sidiary, iz now a subsidiory of AP&L.

After almost 25 years with Middle South Utilities,
Donald |]. Winfield, senior vice president, whe for
many years was the chief financial officer for the
System, will reach normal retirement on March 31,
1981. Following a successful career with a prominent
investment counseling firm, he joined Middle South
in 1329, Mr. Winfield has served Middle South with
unusual skill and professionalism in its financial ai-
fairs. Inasmuch as his successor, Edwin Lupberger,
is located in our New Orleans headquarters, the New
York office is being closed.

As you were informed by letter in January 1981, a
large portion of your 1980 dividends represented, for
federal income tax purposes, a return of capital and,
for that reason, were nontaxable as income. See
page 39 of this report for more details concerning this
determination.

Your board of directors, in declaring the div-
idend payable january 2. 1981, raised the quarterly
dividend rate to 402« per share. This is equal to an
annual rate of $1.62. Since its formation, the Com-
pany has been able to increase the dividend every
year except cne, 1956.

A new discount feature initiated at mid-year
made the Company's Dividend Reinvestment and
Stack Purchase Plan an even more attractive option.
Beginming with the luly [, 1980, dividend payment,
reinvested dividends were applied toward the
purchase of Middle South common stock at a { re-
percent discount. Such purchases are made withou!
brokerage fees or commissions. lf you are not doing
so already, and you would like to avail yourself of the
savings and convenience of this plan, please write to
Dan E. Stapp, secretury of the Company.

On behalf of the board of directors and my 12,000
fellow employees in the Middle South Utilities System,
[ thank you for your continued support of our efforts.

Sincerely,

Floyd W. Lewis
Chairman & President
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SELECTED FINANCIAL DATA

980 1979 1978 1977 196

Net Operating Revenues”. ...... ... .. AR T ey $2342228 $1,823,059 $1622,177 $1,443057 $1,144411
Netincome® ... ............. A g = Rt $ 195907 § .82,058 $ 185438 § 144969 § 106,047
Eamings PerShare ..... . ........... e e YN $2 .01 $2.13 $2.46 $2.18 $1.82

Dividends Declared Per Share . ... ... ] $1.59 $1.535 $1.46 $1.395 $1.335
Total Assets®. . ................ R i ; $7,334879 $6,503,068 $5,501,027 $4.736,707 $4,136,235
Long-Term Debt (excluding current maturities)”. 1 $3.392,309 $3,0178186 $2629,711 $2,175477 $1,965,985
Preferred Stock with Sinking Fund”. ... . $ 283165 $ 193,507 $ 60063 § 60063 §$ 60,063
*(In Thousands)
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COMMON STOCK DATA

Quarter

1980 First Second Third Fourth
Price Range

High 13 % % 13% 12%

Low 10 % 1 1" 10 5%
Dividend Declared $0385 $0395 $0.395 $0.405
1979
Price Range

High 16 Y 15% 16 % 14 %

Low 14 % 13 % 13 % 12 Va
Dividend Declared $0.08 $038 $038 80395
Progs SAGry  Dove 209 e high & 110w SAE DETBS 4% 1Rl By it WiH Streer Jourmad gy

COMPOS 1AOLAGIINS

PLNDING RATE INCREASE APPLICATIONS

Date Annual
Filed Typ: Amount Where Pending
3 n Mithons
AP&L 5/29/80 Retail $130.10 APSC
8/28/80 Wholesale $9 97 FERC
ARK-MO 72380 Retail $7.48 APSC
LP&L 7/29'77 Wnolesale $8.54 FERC
5/30/80 Retail $203.60 LPSC
7/ 3:80 Retail $4 44 City Counctl (NO)
MP&L 122380 Retail- $68.77 Chancery Court
/ ppealed (Hinds Co., Mississippi)
NOPSI 4/14/80 Retail $23.28 City Counail (NO)
4/14/80 Retail (gas) $9.18 City Council (NO)

TOTAL $465.36
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NDUSTRIAI. GROWTH System service
rea has been the ary of a portior
of '?e Ju wn as the 'Sun
pelt 8 the movement of
businessandp m the North to the
South.
10 na
CUSTOMER uce
. increased empiloy
_nu'omrxou itol At
the demand for loca
services.
This employment grov eads not only

to higher incomes, but more importantly
higher average income per | '
creases in incomes and emp
economic opportunities within the service
area. This has reversed the ou d 1
tion wh.\.“ was experienced in the 1950s and
early 1960s as people sought emp!
other parts of the country.

The System companies actively
the ecocnomic and :ndus‘..xl development of
their service areas. Although the national
economy was characteri zed as being in re-
cession during a substantial part of 1980, the

System service area's Sunbelt location ex-
perienced continued, if slower,
ment.

During 1980, new industria '3¥.....e< or
expansions numbered some 217 in the Mid-
dle South servic2 area, creating 'c 8/, new
jobs and boosting the area’s a '
by aporoximate!y $107 million.
importance to the System com
fact that these new or expaid
customers will Jequire energ','
produce some 38 million per year in addi-
ional System revenues. For the three years
prior to 1980, new or expanded indus
averaged 237 per year, with an aver

syment in

develop-

annual payrol
nnuai pa

7.68] new jobs and a $72.3 million average
yearly addition to the payroil

CUSTOMERS' ENERGY REQUIREMENTS
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CONSTRUCTION,
FUEL AND

OPERATIONS

CONSTRUCTION PROGRAM: i
MAJOR GENERATING UNITS (MW)
Unit _Company _Fuel Capacity
White Bluft #2 . .............. APSL 485*
Grand Gulf #1 . MSE 1,094
Waterford #3 .. ... .. ‘ LP&L 1,104
Independence #1 ... ... ... ... AP&L 461"

independence #2 .. ... .. AP&L 461>+

Grand Guif #2 23 MSE 1.004%*+
*Represents me Systemn . terest o1 s B15 MW un e 3 tares? 1
“*Reprasents ihe System

GROSS PLANT CONSTRUCTION EXPENDITURES
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NATURAL GAS USAGE
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FUELS FOR ELECTRIC GENERATION
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| Operating Revenues

Operating Expenses:

rearert

Interest und Other Charges:

Net Income

Earniags Per Common Share

Dividends Declared Per Common Share

Average Numbc. of Common Shares
Qutstanding




Utility Plant (Notes 9 and 10)
Electric
Natural gas
Transit . .

’ g ¥ in
Lonstruction work in :

ity plant - ne

Other Property and Investments

Current Asse
Cash (Note 4)
Special deposits
Temporary investments -

approximates market
Notes receivable
Accounts receivable
Customer (less all
doubtful

n N 3
2,253 in

Otner . ..
Deferrer fuel ¢ .
Fuel inventory - at a
Materials and suprplie

Other

W

o~
S




Current Liabilities:

Reserves

Cumnmitments and Contingencies (!

TOTAL




o
1otal

Retained Earnings. December 31 (Note 8

Paid-in Capital, January 1
Add

empiloyee s¢ g : L ] 2,202

the AN . y 609

Paid-in Capital, December 31 - S : ARy $749,206




F unds Provided By:

Total funds provided
To:
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Retirement
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A. PRINCIPLES OF CONSOLIDATION

The accompanying co d financial statements include the accol
(the Company) and its direct and indirect subsidiaries, Arkansas
Arkansas-Missouri Power C any (Ar Louisiana Power & Light Compar ¥ Aississippi
Power & Light ( any (MP&L) lew Orleans ic Service Inc N"P':’.' Middle th Services
(MSS) M.dd e I

the System C )rr.;:_lx“u_ or the Middle

eliminated.

e
1841

B. SYSTEMS OF ACCOUNTS

The accounts of the Company an service subsidi 1y are maintaine 1 in accordance with
Utility Hol-:i'ng Company Act of 1935, as administered by th :
has adopted the systems of accounts prescribed by the hfd,:
The accounts of the !
dance with the systems
qrcou..ts suus.amm.u' conform to
and orders of the Council of the City
these ordinances the 'ury
SF1 capitalizes all cc.sts re".f; ed to loration activities.
production method in the period i ich ue is recogni
sold

C. REVENUES AND FUEL COSTS

The operating subsidiaries record electric and
basis. Pevenue is not accrued for energ
tially all of the rate schedules h:’:.o o
of fuel used for generation and
to be billed or required to be

Tw"r operating su’:.';d‘ aries ha t ol

1978 two *‘me adopted « ferral method of accounting

tue adwuqt.n._... clauses. r this method such costs are deterred
Effective January 1, 1979, purst to an order by its regulatory
subsidiary commenc 3TTING ,
which was to increas ot income (net of deferred inco by 33,000 and $7,765,000 in I:‘EJ
1979, respectively

The fuei dd'usrrr.er.f clause for AP&L
estimated ¢ of replacement energy when
refueling. The Aund bears interest and is crec
shutdown period.

D. UTILITY PLANT AND DEPRECIATION

. -
.J’X ievinal coet Thea
k‘l L) b 4 \ [~ 18 4ad

AL

able overnea

operty and
expenses.
Dep’e«:;"
VArious ciasses
plant decommissioning
3.4%, 3.5% and

ubstantic

is subsject to th
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E. PENSION PLANS

F. INCOME TAXES










In January 1981 the Company is
ment and Stock Purchase Plan
Exchange Commission to issue and sell u
1981 with the proceeds being used
time

NOTE 6. PREFERRED STOCK

The number of shares of preferred stock of t}
were as follows







The long-term debt of the

follows:

rigage B
Debentures - due 19831993

Promissory

Teotey ~
i ~LOong

Annual interes!
Average ann

Sinking fun

>f the require

The outstanding First !
were







The Company's subsidiaries ac
regulatory authorities in trc
lecise costs.

Asplication of criteria usea to ¢
liabilities on the balance sheet

The recording of such leases would not materially affect the

income
At December 31, 1980, the companies had noncancell

1

as follows:

198
1984
1985
For years thereafter

Rental expense amounted to approximately
1978, respectively.

Three subsidiaries have entered into nuclear h
terminated sooner by one of the parties, will conti
are not included in the tabulations above, are b
$37,300,000, $12,998,000 and $13,279,000 w ]
The unrecovered cost base of the lease
1980, 1979 and 1978, respectively

TENY

iNL/ 11

Total pension expense of the Company and
$18,605,000 and $16.843,000, respectively, wh
ten to thirty vears. A comparison of accumulat
plans is presented below:

~y

r

1 1
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Operating Revenues:

MIDDLE Fotal
SOUTH Operating Expenses:

UTILITIES, 7., |
INC. and

Subsidiaries

Operating Income
Other Income:

A e

Interest and Other Charges:

Jher interest-ne

Net Income
Earnings Per Share (based on averag

NUIMBeT 4 e +y 4

Divldendl Doclcrod Prler Sharc “
Average Number of Common Shares
Outstanding ($5 Par Value)

=3

Fi;od Assets:

-
tlitw Pliant
LY Fuall

Capitalization:

’ e
e

ong-term
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Capitalization Ratios:
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SALES IN KILOWATT-HOURS hcusand

Total Residential

1980 55,154,237
1979 52,946,799
1978 51,973,708
1977 48,477,281
1976 : 42,957,761
1975 e 37,742, 9¢

1974 <% 37,779.4

L SRS 37,862,524
e ... 37,808,576
L § SRRl 35,136,681
1970 . .oy 32,531,614

Commercial
16,085,362 9,278,7_14

14,606,178 8.754,08

-

EEVENUE FROM ELECTRIC ENERGY SALES

Total Residential

$2,139.327
1,659
1,479,7
1,328,9¢
1,051
856,00
766,541

~nn 0

w

. >
DO OWWMN

DU L, B4
AN
43

$738,073
553,746
oy

- D ¢

3 &a L0 D ¢

o)
) N B -

Commer-ial

$447.688

64

RESIDENTIAL CUSTOMERS AND USE

Average
number of
customers

Kilowatt-
hours per
customer

11,969

Revenue
per
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ARKANSAS The Middle South Utilities System
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¥ Little Rock GENERATING FACILITIES IN

OPERATION
® COAL
» GAS AND OIL
® NUCLEAR

MISSISSIP

GENERATING FACILITIES
UNDER CONSTRUCTION

LApEe A COAL
LOUISIANA TR NUCLEAR

4 INTERCONNECTIONS
WITH OTHER UTILITY
SYSTEMS.

Orleans
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OF MEXICO




