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To the Stockholders of
Texas Power & Light Company

Despite many ongoing and singular problems
which affected the Company and the electric
utility industry in general during 1980, this
report of Texas Power & Light Company
accounts major accomplishments in pertor-
mance and significant gains in strength.

Paramount among the Company’s responsi-
bilities 1s providing adequate and reliable
service to its customers The carability of
facilities and empu v ineet demand for
electric power was te... 4 and proven by the
hottest summer in Texas history. From May
through September, temperatures rose to 100
degrees or higher on 64 days, 42 consecutively.
The 1980 peak demand was 5,861 megawatts,
which includes 275 megawatts of interruptible
load serving Aluminum Company of America
(Alcoa), a large industrial customer. This peak
demand was an all-time Company record and
almost 16 per cent higher than that of 1979.

Since 1968, the Company’s construction and
fuel programs have been directed to meeting

customer demad while reducing the use of
natural gas as a generating plant fuel. This
objective is being accomplished by building and
operating plants which use less expensive and
more plentiful lignite coal and nuclear fuel. At
the end of 1980, eight lignite-fueled generating
units were in operation and five others were
under construction or in design. In 1980, lignite
accounted for approximately 53 per cent f fuel
used and natural gas approximately 47 por cent.
Construction continued during the vear on a
nuclear-fueled plant, the first unit of which is
scheduled to be placed in service in 1982.

In January 1981, the Company compieted an
agreement, which is subject to approval of the
Nuclear Regulatory Commission, for Tex-La
Electric Cooperative of Texas, Inc. (Tex-La) to
purchase a 4" per cent undivided interest in
the Comanche Peak nuclear project, including
nuclear fuel and associated transmission
facilities. The Company received approximately
$90 million for that portion of the plant and
related facilities, completed through December
31, 1980, to be acquired by Tex-La.

Lignite requirements for the generating units
now in op-ration are being supplied from
reserves near the Big Brown, Monticello and
Martin Lake plants. The first ton of lignite for
Big Brown was dug in 1971. In May 1980, a
ceremony was held at the Monticello mining
area to commemorate the mining of the 100
millionth ton from the three locations.

The Company’s construction expenditures
during 1980 were $410,000,000 (excluding
nuclear fuel). Although general economic
trends and capital market conditions were
unfavorable in many ways, the Company was
able to limit its exposure to some degree since it
was able to fund approximately 44 per cent of
the 1980 construction program froo internally
generated funds. Revenues were increased by
extraordinarily high usage of energy during
the summer, but even so, the level of internal
financing was an accomplishment achieved in
the face of increased operating and mainte-
nance expenses compounded by continuing
inflationary pressures.

During 1980, major credit rating agencies
reaffirmed their confidence in the Company’s
securnities by continuing the triple-A rating on
the Company’s First Mortgage Bonds.

In Januar' 1950 and again in March 1981, the
Company moe application for rate adjustments
to state and local regulatory authorities. Based
on the January 1980 application, the Public
Utility Commission of Texas (PUC) authorized
an increase of approximately $81.9 million, or
10 per cent. New rates became effective for
consumption after May 26, 1980. The
adjustments proposed in March 1981 will
increase revenues approximately $198 million,
or 20.3 per cent. The hearing before the PUC
concerning this application will begin in
May 1981

Electric energy sales for 1980 were 6.7 per
cent higher than sales for 1979 and the average
annual usage by residential customers rose 11
per cent. These increases are attributable largely
to the high demand for energy to operate air
conditioning equipment during a record-
breaking summer heat wave, and in part to the
addition of more than 30,000 customers to the
Company’s system
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OPERATIONS

Construction

Texas Power & Light Company’s construction
expenditures were approximately $410,000,000
(excluding nuclear fuei, during 1980. Total con-
struction expenditures (exciuding nuclear fuel)
are expected to be approximately $371,000,000
in 1981, approximately $417,000,000 in 1982 and
approximately $473,000,000 in 1983.

Since the late 1960s, the Company has con-
ducted an intensive effort to build and operate
generating plants which use lignite coal and
nuclear materials as boiler fuels. The objective 1s
to reduce the Company’s use of natural gas and,
at the same time, maintain a capability for sup-
plving customers’ electric energy needs.

Ir. 1971, the first lignite-fueled unit was placed
in operation and since that time seven addi-
tional lignite units have been put into service.
These units were jointly constructed by Texas
Power & Light Company (TP&L), Dallas Power
& Light Company (DP&L) and Texas Electric
Service Company (TES), subsidiaries of Texas
Utilities Company (TU). TP&L's ownership in-
terest in these units is shown in the table below.

‘ Jointly Owned Generating Units

| P 3
| in Service
Net
i Capability
I (Megawatts)
| Per Cent (ompam
| Plant and Unit  Partici- Partici-
Location Fuel No.  pation Total pation
Big Brown Lisnize ] ! 13 573 191
Freestone County e 2 13 575 192
! ] 575 N7
Maonticello 5 ] - :‘ — o
‘ Titus County Lagrite 3 : =50 ‘\:{
! [ ™0 45
| Martin Lake- P e ) et -
{ Rusk County LAgri b :\ --: f‘

|

At the end of 1980, five other lignite-fueled
generating uiuts which TP&L will either own,
jointly own with DP&L and TES or jointly own
with Alcoa, were in design or under construc-
tion at four plant sites. One of these units,
Sandow 4, will be placed in service in 1981 and
will be operated bv Industrial Generating Co., a
division of the Company. As a result of « con-
tinuing review of projected customer de nand
and the cost of financial resources, announce

One of three lignite-fueled generating units at the Martin Lake plant,

ment was made in early 1981 of delays ot the in-
service dates of the other four »nits: Twin Oak
Unit 1 from 1985 to 1986, Twin Oak Unit 2 from
1986 to 1988, Martin Lake Unit 4 from 1985 to
1990 and Forest Grove Unit 1 from 1987 to 1989.

Ce¢ nstruction continued during 1980 on the
nuclear-fueled Commanche Peak generating
plant which will be jointly owned by TP&L,
DP&L, TES, Texas Municipal Power Agency,
Tex-La Electric Coopurative of Texas, Inc. and
Brazos Electric Power Cooperative, Inc. As a
result of design chai'ges and modifications re-
quired by the Nuclear Regulatory Commission
and of delays in obtaining an operating license,
announcement was made in July 1980 of delay
of the in-service dates of the two Comanche
Peak units, Unit 1 from 1981 to 1982 and Unit 2
from 1983 to 1984.

The table below shows location, type of fuel,
total capability, TP&L capability and the vears
in which the five lignite and two nuclear gener-
ating units now in design or under construction
are scheduled to be placed in service.

Generating Units Under Construction

‘ or in Design

; Net Capability

{ _ Megawatts)

Company  Scheduled

Plant and Unit Partici- for
Location Fuel No.  Total pation{al  Service(b)
Sandow

| Midam County Ligmite ) M5 M5 1981
Comanche Peak 150 2
Somervell N wlear | : : i:" :“: !:x
County = - -
Twin Oak e a

Robe . . 1 Fi) 52 [9Re

Robertsor Lagnite 3 e %63 1988
County
Forest Grove

“ Henderson
County Lignite i 750 10 1989

| Martin Lake

I Rusk County Ligmite 4 750 244 T

(a) Company
owned wit

articipation in aet capability and cost of units join iy
Dallas Power and Texas Electric: Martin Lake N 4
[ 6% . Forest Grove — 207 . Company participation in net
capability and cost of units jointly owned with Dallas Power,
Texas Electnic, Texas Municipal Power Agency, Tex-La Electric
Cooperative uf Texas, Inc ( f ex-1.a) and Brazos Flectric Power
Cooperative, Inc. Comanche Peak — 3195 (Company participa
uon recogmizes 3 210% andivided inte vmt purchased from Da las
| Power, and the anticipated sale of a 44% undivided mterest to
Tex-La, subject to approval by the NRC). Company participatior
n net capability and cost of units wmlh vwned with Alcoa
Twin Oa 75'% of net capability and 0% of cost
{b) Subject to approval of vanous regulatory agencies, including the
Nuclear Regulatory Commission in the case ot Comanche Peak

et _

East Texas







Following the March 1979 incident at the
Three Mile Island nuclear power plant near
Harrisburg, Pennsylvania, ‘the Nuclear Regula-
tory Commission staff issued in June 1980 an
“Action Plan” designed to provide a comprehen-
sive and integrated plan to improve safety of
nuclear power reactors. Efforts by the Company
are under way to comply with applicable re-
?lrementﬁ of the “Action Plan”. Since many of
the improvements indicated by the Three Mile
Island incident had already been incorporated
in the design of the Comanche Peak plant, the
Company believes that the modifications pres-
ently under way will not significantly impact
either the scheduled completion or the esti-
mated completed cost of the two units of the
Comanche Peak plant. However, if an operating
license has not been issued by the time Unit 11s
ready for fuel loading, construction costs may
inc. ase and the in-service date may be delaved.

During 1980, expenditures for transmission
and distribution facilities and general plant im-
provements totaled approximately $119,000,000.
Upgrading and expansion of facilities is an
ongoing part of the Company’s efforts to assure
reliability of service as customer needs grow
and vary under changing conditions.

Construction oxpenditures necessary to meet
federal. state and local regulations dealing with
environmental protection continue to mount.
During 1980, approximately $32,500,000 of the
costs of constructing lignite-fueled generating
units was for environment-related equipment.
Although Company management believes that
many of the mandates of -egulatory authorities
are questionable on a cost'benefit basis, all gen-
erating plants under construction are designed
to comply with current regulations concerning
air emissions.

Fuels

Cost, supply and diversification of types of
generating plant fuels continue to be major con-
cerns of the electric utility industry. hiowever,
the vear 1980 marked ten vears of slgmflcant
progress by the Company from its prior posi-
tion of total dependence ¢ A natural gas to one
of major utilization of solid fuels.

East Texas

Ligntte mining operations,

In the period 1976-1980, the C ompany’s fuel
mix changed from arproxlmatelv 67 per cent
gas and 33 per cent lignite coal in 1976 to ap-
proximately 47 per cent gas and 53 per cent
lignite in 1980. Oil accounted for less than 1 per
cent of fuel used for electric generation during
1976 and 1980.

The total cost of fuels of all types in 1980 was
$408,000,000, an increase of approximately 26
per cent over the 1979 cc -t of S 24,000,000. This
increase was due both to the greater volume
and the rising, prices of fuels used. The average
cost of fuels in 1980 was 131.2¢ per million Btu,
compared to 113.6¢ per million Btu in 1979, an
increase of 15.5 per cent. This increase of 17.6¢
per million Btu ov.r the 1979 average cost was
primarily 2 result of an increase in the average
cost of natural gas.

Fuel gas for the Company’s eight principal
gas and gas/oil-fueled generating plants is
provided under contracts with three major sup-
pliers, including Texas Utilities Fuel Company
(TUFCO), a subsidiary of Texas Utilities Com-
pany. Approximately 55 per cent of the Com-
pany’s gas requirements during 1980 was
supplied by TUFCO.

F eserve supplies of both gas and oil are avail-
able to the Company during periods of peak
demand for electric power or curtailments of
deliveries of gas by suppliers. Oil is stored at all
of the Company’s principal gas and gas/oil-
fue'ed plants. At the end of 1980, the Company
had oil storage facilities with a capacity of 2
million barrels, with approximately 1.5 million
barrels in lmentorv Additional supplies of oil
are available to the Company from storage facil-
ities owned or under lease by TUI CO.

TUFCO also owns and operates underground
gas storage facilities with a usable capacity of
22.4 billion cubic feet. Gas stored in these facili-
ties is currently capable of being withdrawn at a
rate of approximately 215 million cubic feet per
day for use during periods of peak demand or
curtailment of deliveries by other gas suppliers.

~3
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All lignite-fueled generating units in opera-
tion, under construction or in design for the
Company's system have been or are being con-
structed adjacent to lignite reserves which are
recoverable by surface mining. At the end of
1980, Texas Power & Light, Dallas Power & Light
and Texas Electric Service, along with Alcoa, a
large industrial customer, which i< a joint par-
ticipant with TP&L in the construction of the
Twin Oak generating plant, owned in fee or had
under lease an estimated 820 million proven
recoverable tons of such . eserves. One lignite
unit, Sandow Unit 4, will be vwned by TP&L,
but will be fueled from lignite reserves owned
by Altoa.

Lignite mining lsreratio" at the Big Brown,
Martin Lake and Monticello generating plants
are accompanied by an extensive reclamation
program which restores mined land to a pro-
ductive state. Similar progrs .ns are planned for
future lignit.* production operations.

Commitments have been obtained for antici-
pated uranium ore concentrate requirements
and fabrication services for the first 17 vears of
operations of the two nuclear-fueled generating
units now under construction at the Comanche
Peak plant site. Uranium hexafluoride con-
version services have been contracted for
through 1987, and uranium enrichment con-
tracts, having a duration of approximately 30
vears, have been made with the Department
of Energy.

The Powerplant and industnial Fuel Use Act
of 1978, a constituent part of the National En-
ergv Act, and associated regulations established
deadlines to eliminate or reduce the use of natu-
ral gas as a boiler fuel by 1990. The Economic
Regulat-ry Administration of the Department of
Energy has issued re gulations implementing
this Act In 1980, the Cumpany, DP&L ar.d TES
filed a petition t. review these regulations in
the United States Court of Appeals for the Fifth
Circuit, which petition has been transferred to
the United States Court of Appeals for the
Fourth Circuit. The Company is not able to state
what impact this legislation will have on future
operations.

Walnut Hill Business Park, Irving, Texas

Operating and Financing Costs

The increase in operation and maintenance
expenses, other than fuel, resulted from con-
tinuing inflationary pressures on the cost of
labor, materials and services, and from the
addition of a lignite-fueled generating unit
(Martin Lake Unit 3) in April 1979. Operation
and maintenance expenses were also affected
by the higher costs of operating and maintain-
ing all existing lignite-fueled generating units,
including the additional costs of operating and
maintaining the pollution control equipment re-
quired in connection therewith. However, as a
result of the Company’s efforts to maximize the
use of lower-cost E:;nite-fueled generation, in-
creases in fuel costs were moderated; thus the
Company’s customers paid considerably less
per kilowatt-hour than would have been the
case if natural gas or oil had been used.

At December 31, 1980, the Company’s embed-
ded cost of long-term debt and preferred stock
was 8.0 per cent. The upward trend in these
costs, as shown by the chart on page 8, is
expected to continue as the Company’s need for
long-term financing continues and capital mar-
ket interest and dividend rates continue to re-
main higher than the Company’s embedded
costs.

Pre-tax interest coverage (including the
Company’s allocable share of interest on Texas
Utilities Generating Compan (1UGCO) and
TUFCO Senior Notes) —a major factor in deter-
mining the cost of debt a« well as the overall
cost of capital — remained at 3.3 times. Periodic
rate increases such as the rate request filed on
March 6, 1981 (see “Rates, Regulation and
Litigation”), will be required in the future to
provide an adequate return on common equity,
protect the quality of the Company’s securities
and enable the Company to acquire new capital
at reasonable rates. The Company can best
serve its customers if it is financially stre:g
with the net result being lower rates over the
long term.

The conservative capital structure of the Com-
pany is a result of its commitment to protect the
quality of its securities and ensure the lowest
cost of capital. At December 31, 1980, long-term
debt, preferred stock and common equity com-
prised 45.7 per cent, 12.9 per cent and 41.4 per
cent, respectively, of total capitalization.
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Financing System Expansion

In 1980, the Company financed 44 per cent of
its construction program from internally gener-
ated funds. In addition to net income after divi-
dends, internally generate! funds were derived
from depreciation and from deterred federal
incomie taxes and investment credits. It is the
Company’s goal to finance 50 per cent of its
construction expenditures internally. The
balance of the 1980 construction program was

funded from external sources as outlined below,

In February 1980, the Company sold
2,000,000 shares of its common stock to Texas
Utilities for $50,000,000.

In May 1980, the Company soid $50,000,000
principal amount of 11% per cent First Mortgage
Bonds, due May 1, 2010 and 300,000 shares of
$10.92 Preferred Stock. In connection with the
sale of these securities, the major credit rating
agencies reaffirmed their confidence in the
Comuvany’s securities by continuing -he triple-A
rating on the Company’s First Mortgage Bonds.

In March 1981, the Company sold an addi-
tional 3,000,000 shares of common stock to
Texas Utilities for $85,500,000. The proceeds
from this sale will be used to repay short-term
loans from Texas Utilities, and to tund a portion
of the 1981 construction program.

Financing the emainder of the 1981 con-
struction program will require additional funds
from external sources. The Company expects to
continue to obtain short-term loans from Texas
Jtilities for interim financing and also expects
to obtain additional permanent financing in
amounts and of types presently undetermined.

Rates, Regulation and Litigation

In January 1980, the Company made applica-
tion for rate adjustments to the Public Utility
Commission of Texas (PUC) and those incorpo-
rated municipalities which exercise original
jurisdiction over the Company’s electric rates
within their corporate limits. The hearing be-
fore the PUC concerning the Company’s rate
application began on March 17, 1980, and the
Commission issued a final order on April 29,
1980, which authorized an increase in revenues
of approximately $81.9 million, or 10 per cent.

The nuclear-fueled Comunche Peak plant, under construction

New rates became etfective for an affected cus-
tomers for energy consumed after Moy 26, 1980.
Subsequently, Tex-La Electric Cooperative

of Texas, Inc. (Tex-La) and the Community
Center of Stafford-Arm-trong Addition of the
City of Seagoville, Tevas et al, filed separate
District Court suits seeking reversal of the April
rate order and a refund of all payments made
by the plaintitfs under the new rate order.

In March 1981, the Company made applica-
tion for rate adjustments to the state an f local
regulatory authorities cited in the preceding
paragraph. The proposed adjustments would
increase total operating revenues approximately
$198 million, or 20.3 per cent for the test year
ended December 31, 1980. The hearing before
the PUC concerning the application will begin
in May 1981.

In April 1979, the PUC reported findings of
its investigation of certain transactiors between
subsidiaries of Texas Utilities, including the
Company. While the PUC concluded that the
transactions were generally in the publu inter-
est, the PUC did require a refund of $1.2 million
to customers of the Company. Certain provi-
sions of the order issued by the PUC were
appealed by the Company and other parties to
the proceeding to the District Court of Travis
County, Texas, and in December 1980, the Court
announced its intention to remand the matter
to the PUC for further consideration. The Court
concluded that provisions of the Texas Public
Utility Regulatory Act require a prior deter-
mination by regulatory authorities of the rea-
sonableness of the charges involved in
transactions among affiliated interests recovered
by the Company under its fuel adjustment
clause. The Cour’ further indicated that it was
not ordering additional refunds or requiring
penalties to be levied, but asked that these mat-
ters be further considered on remand by the
PUC. The Company intends to appeal any ad-
verse final order entered by the Court.

11
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In December 1976, Tex-La Electric Cooperative
of Texas. Inc. (Tex La), a wholesale customer of
the Company, requested an investigation of the
Company by the PUC and Federal Power Com-
mission, predecessor to the Federal Energy Reg-
ulatory Commission (FERC). to determine
whether the Company engages in interstate
commerce as a result of the transmission of
energy generated by the Penison Dam plant
located near the Texas-Oklahoma b~ rder and
which of such agencies has junisdicuon over the
wholesale sales%)\ the Company. Subsequently,
the PUC has established wholesale rates for
sales by the Company to Tex-La, but the matter
is still pendmg before the FERC. Intervenors in
the FE'.C proceeding include certain Centrel
and South West Corporation (CSW) subsidi-
aries, houston " ighting & Power Company
(HL&P) and the State of Texas.

In August 1978, in connection with the
application for the cperating license for the
Comanche Peak nuclear-fueled plant, ti.e Jus-
tice Department indicated that tﬂe intrastate
provisions of agreements among members of
the Texas Interconnected Svstem (TIS) raise
antitrust issues. The Nuclear Regulatory Com-
mission (NRC) has ordered a hearing on this
matter which is in progress. Proposed licensing
conditions relating to the antitrust matters have
been agreed to by the NRC staff, the Depart-
ment of Justice, and all parties to the
proceeding.

For the past five years, CSW has involved the
Company, L°&L, and TES in a number of ac-
tions and regulatorv proceedings in its efforts to
retain its status as an integrated holding com-
pany. In June 1980, TP&L, DP&L, TES, HL&P,
and CSW signed an agreement regarding inter-
connections across state lines in order to settle
long-standing litigation and regulatory proceed-
ings. Under terms of the agreement, two direct
current interconnections will be constructed be-
tween TIS and the Southwest Power Pool for
wheeling of power between such systems uader
specified terms and conditions. None of the
costs of the interconnections will be borne by
the Company, DP&L or TES. The continuing
effectiveness of the agreement is contingent
upon receipt of an order from FERC exempting
the Company, DP&L, TES and HL&P from
FERC jurnisdiction.

New residential development, Plano, Texas

In October 1980, the Company, DP&L, TES,
CSW and HL&P filed an Offer ot Settlement
with the FERC based on the June agreement.
This offer has the concurrence of the FERC
staff; however, the Department of Justice has
been permitted to intervene in the proceeding

general opposition to the settlement. In

~ddition to FERC apgroval, the settlement
%reement is also subject to various other reg-
atory approvals and resolution of related
proceedings.

Service to Customers and
Area Growth

The record of growth of the 51-county area of
Texas served by the Company is reflected dra-
matically by increases in the number of custom-
ers and the population of the service area. The
number of customers rose from 688,164 at year-
end 1979 to 718,238 at year-end 1980, an increase
of 30,074 customers. In the same 12-month
period, population of the service area rose from
2,446,000 to 2,538,000 an increase of 92,000
persons.

Customer conservation efforts were over-
shadowed by the extreme weather conditions of
the summer, and average annual residential
customer usage of electnicity rose to 12,970 kilo-
watt-hours, an 11 per cent increase over 1979 fig-
ures. The increase also reflects the relatively
mild weather conditions of 1979. Total energy
=ales show a similar influence of weather condi-
tic ns as well as total customer growth. All cus-
tomers contributed to total sales of 26,467,419
megawatt-hours in 1980, compared to 24,799,781
megawatt-hours in 1979, an increas« of 6.7

r cent.

During 1980, 8,098 electrically heatea homes
were built in Texas Power & Light's service area,
and 464 homes were converted to electric heat-
ing. _ompleted during the year were 6,589
electncall\ heated apartment units and the in-
srallation of 504 electrically heated mobile
homes. Commercial custoiners installed £7 411
kilowatts of electric heating and 1,564
“Guard-Lites”
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Large ofiice complexes announced in 1980
include: Wausau Insurance Company, Irving;
General Telephone Company, Irving; Zale Cor-
poration, Irving; and Phillips Coal Company,
Richardson. Two large data processing center
locations were: Control Data Corporation,
Irving; and Levi Strauss & Company, Irving.

lidustnal facilities with electrical loads in ex-
cess of 1,000 kilowatts added in 1980 were: PPG
Industries, Inc., Farmers Bran<h, tempered
glass; Vernco, Stephenville, evaporative coolers;
FMC Corporation, Stephenville, flow control
products; Bowater Computer Forms. Inc.,

Plano, computer forms; Lehigh, Steck and War-
lick, Carrollton, printing; Minyi rds Food Store,
Coppell, warehouse-distribution center; and
Marsco Corporation, Kerens, methanol

and oxvgen.

The Company intensified efforts to aid
customers in the conservation of energy. The
“E-OK Program” consisting of guidelines and
standards for energy-efficient residential con-
struction and equipment installation, showed
gains of 1,236 qualifying homes in 1980. Several
major tract and custom home builders endorsed
the “E-OK Program” as part of their energy
conservation package oftered to prospective
home buvers.

During 1980, the Company prepared for
;mplementahon of the Texas Residential Con-
servation Service plan which will begin in 1981.
State-qualified customer service employees will
conduct requested energy audits on residential
customer premises. The audit will show the
individual customer the most cost-effective
measures for conservation of energy.

Additionally, the Company is prianning a oro-
gram of incentives to encourage customers ©
install more efficient equipn:ent as well as
equipment designed for use during other than
high-usage periods.

Also in 1980, the Company implemented a
program for commercial and industrial custom-
ers called “Energy Management Action”. The
program utilized a workshop format to inform
these customers how to conserve energy in
their buildings and equipment operations.

Supplemental to direct initiative conservation
programs, the Company "1ses all communica-
tion tools to aid customers in conservation and

Collin Creek Mall retail complex, under construction, Plano, Texas

wise energy management. Personal contacts of
Customer Service Representatives and Home
Service Advisors are supported by “how-to” lit-
erature, by Speakers Bureau programs, by
school programs and by advertising messages
through mass media.

Working with large industrial and commercial
customers, technical and statistical data was
supplied ranging from tariffs, metering and
load estimates to the potential savings of alter-
native modes of operation such as 0&5
interruptible and co-generation.

The Company’s Agri-Business Development
staff worked with agricultural customers to aid
in farm production and efficient use of electrical
energy. Adverse weather conditions, excessive
heat and little moisture, dropped agricultural
income in 36 counties of the area served by the
Company. Gross agricultural income for the
vear was $1,762,069,000, a decrease of 8.6 per
cent under the record income experienced
during 1979.

All programs of customer assistance are
designed to aid the customer in conservation
and to allow the Company to utilize its facil-
ities efficiently while keeping pace with
area development.

Public Affairs

The Company and its varicus publics are cou-
pled in many relationships, each characterized
by degrees of concern with aspects of the Com-
pany’s performance, but each dependent upon
mutual understanding.

The rapport that the Company has developed
with customers has served well both sides of
the relationship through nearly 70 years of en-
terprise. The honest approach that has built a
sohd constituency continues to provide the
Company a sound base in the evolving, com-
plex world of energy production, use and cost.

Communication with the public is viewed as
an opportunity to exchange ideas and to build
understanding of energy use and availability
while the Company expands its knowledge of
public concerns and needs.



As the energy situation has become of more
immediate concern to the public. Texas Power &
Light has met that interest with sincere answers
and openness. As a prerequisite to responding
to public interest, the Company first listens.
Listening is a practice followed throughout
the organization.

During 1980, Texas Power & Light President
R. K. Campbell, through arrangements of the
Company’s Consumer Affairs Division, con-
tinued TP&L’s “listen first” policy. Meetings
were arranged with representatives of diverse
interest groups in service area municipalities.
Housewives, minority representatives, labor
leaders and many others met face-to-face with
the president, bringing suggestions of wavs the
Company can improve its relationships with
consumers. The single purpose of the meetin%s
is to gain an understanding of the concerns o
consumers and to develop Company response
to those concerns.

From technical assistance to speakers to
tours, the Company takes the init:a* e in com-
munications. For more than 25 vears, the Com-
pany has provided its facilities, expertise and
materiais to youth organizations, to public
schools and universities and to adult groups of
many kinds. An extensive film librarv, energy
education matenals, study courses and semi-
nars are offered to customers.

Company officials and the media relations
staff worked directly with editors and reporters
to ensure proper information flow based on
confidence and understanding. Media seminars
have had a special appeal to area newsmen
in recent years and results reflect a greater
understanding of TP&L and energy supply,
use and cost.

With emphasis on one-to-one communica-
tions, mass communications efforts augment
and reflect messages conveyed in dailv contacts
of emplovees. Supportive programs are carried
out through newspaper, radio and television
advertising, service bill enclosures and periodic
special mailings.

Employees

Evidence of the efforts and quality of Com-
pany emplovees underlies each achievement de-
tailed in this report. Financial health, adequate
fuel supplies, good public and regulatory rela-
tionships, well-engineered construction and
efficent Company operations are results of indi-
vidual work toward mutual goals.

Texas Power & Light recruits and employs
capable people. To ﬁelp them reach their
potential, the Company conducts extensive
training programs and provides current
information to keep emplovees knowledgeable
of industry developments.

Almost three-fourths of the C.: npany’s
emplovees participated in some :;,’Ee of formal
training in 1980 in addition to on-the-job
training. Over 130 workshops and seminars
were conducted, and over 100 employees com-
pleted job-related courses at colleges and uni-
versities through the Company’s Education
Assistance Program.

information on the industry and the
Company reached employees through a
monthly magazine, weekly news summarnies,
specizl reports and conference briefings. In
1980, ~ seven-part conference program on
the American economy was presented to
empioyees. The program was designed to help
emplovees understand and deal with infiation,
the changing marketplace and other aspects of
the economic system.

Approximately half of all employees
attended an annual emplovee meeting in Octo-
ber 1980. Employees were updated on current
energy issues by nationally recognized scien-
tists and educators.

On-the-job safety trainirg includes first aid
and defensive driving. Safety inspections of
facilities, equipment and work habits were
conducted in an ongoing program to assure
employee well-being.

Employees at the Valley generating plant
received the Edison Electric Institute Safety
Achievement Award for working 1,007,808 man-
hours without a disabling inju:ry in the period
from October 1, 1973 to February 29, 1980 The
record remained unbroken at year-end 1980.

3




Company employees, as a group, worked
3,267,367 man-hours without a disabling injury
from August 3, 1979 through January 8, 1980
and 1,275,511 man-hours in the period June 27,
1980 through August 22, 1980.

Established in 1946, the Company’s Em-
plovees’ Retirement Plan paid benefits during
1980 to a total of 749 retirees and beneficiaries.
The Company pays all costs of the Retirement
Plan and makes all contributions to the
Trust Fund.

As an Equal Opportunity Emplover, the
Company continues to seek the most effective
utilization of all emplovees through its Affirma-
tive Action Program.

At the end of 1980, the Company had 4,834
full-time emplovees. This number included the
668 full-time emplovees of IGC, a division of
Texas Utilities Generating Company until Janu-
ary 1, 1980 when it became a division of Texas
Power & Light Company. IGC operates certain
generating and mining facilities which are
owned bv Alcoa, a large industrial customer.

Research and Development

The Company continues to emphasize techni-
cal reseaich, development of new energy
sources and application of efficient energy
technologies.

Technical research in residential and commer-
cial energy conservation has centered on three
areas: utilization of solar and heat-recovering
devices, reduced-infiltration construction and
thermal integrity of structures.

The Company is monitoring eight solar in-
stallations on private residences for analysis to
determine efficiency and relative expense of so-
lar energy. Five residential and three commer-
cial buildings are subjects of controlled tests on
water heatin 3 systems that utilize waste heat
recovered from air conditioning units.

Infiltration studies, now in the fourth year,
have resulted in the development of at least
three new energy .onservation products
now marketed by independent companies.
Reproductions of the equipment developed for
the studies are used nationally by universities,
builders and other utilities.

Testing the ability of a structure to retain
conditioned air, thermal integrit?; studies are
still under way *o provide data that indicates
the effects of this type ener, conservahon on
future Company plant and fu uirements.

In the area o funded research, exas Power &
Light and more than 500 other energy-oriented
entities are supporting the work of the Electric
Power Research Institute. The Institute is now
in its tenth vear of operation and is involved in
major efforts in solar, geothermal and nuclear
fusion energy with funding of over $1 billion
budgeted for the vears 1980 to 1984.

Since 1957, Texas Power & Light and nine
other Texas investor-owned utilities have spon-
sored the Texas Atomic Energy Research Foun-
dation (TAERF). Through TAERF, the Com
is supporting efforts of the Energy Researc
Center at the University of Texas at Austin to
develop the nuclear fusion process. The Texas
Experimental Tokomak, a fu:: n device, began
trial operation in late 1980.

Company employees of the past decades
initiated research that resulted in the present
system of energy production and deh - ry. With
the same respect for future generations, rhe
Company is committed to research and to
development of innovative and timely energy
technology.
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Financial Statistics

_ 1980 19 1978 1977 1976
TOTAL ASSETS end of vear (thousan ..., ... $2,790,527  $2.416,820  $2,107,413  $1,976,081  $1,684,806
ELECTRIC PLANT end of y» sands) .. ... $3,140,209  $2,729.803  $2,376,985  $2,078,057  $1,815,570
Accumulated depreciation N TN~ A W 494,911 433,158 377,346 325.77 5 290,873
Construction expenditures (including allowar
for funds used during construction) .. . ....... 409 806 356,603 295,180 275,966 257,942
CAPITALIZATION end of year (thousands) ... ...

Long-termdebt .. ... ... ... ... ........... . 81015522 § 949644 S B20,113 S BI547 S 695709

Preferred stock. . 285,782 256,112 226,521 226,521 196,866

Common stock equity 920,355 806,334 722,263 675,046 590,576

Total . »: 221,659  $2,012,090  $1,768,897  $1,716,614  $1,483,1,1
AVERAGE INTEREST RATE ON LONC TERM

DEBT end of year .. el B.0% 7.8% 7.6% 7.6% 7.5%
AVERAGE DIVIDEND RATE O\' PRLFP RRFD

STOCK end of vear. .. 8.0% 7.6% 7.4% 1% 7.3%
NET INCOME (thousands) $ 161623 § 1286042 S 12308 § 105335 § 82,503
DIVIDENDS DECLARED ON (OMMO\

STOCK (thousands) 75,864 65,194 59,040 54,050 48,300
RATIO OF EARNINGS TO FIXED CHARGES 3.9 38 41 3.7 3.2
SUPPLEMENTAL RATIO OF EARNINGS TO

FIXED CHARGES® : 3.3 3.3 38 3.6 32
ALLOWANCE FOR FUNDS USE D DLR]N(,

CONSTRUCTION AS PERCENT OF

EARNINGS TO COMMON STOCK 27.0% 21 8% 17.1% 23.3% 28.11
RETURN ON AVERAGE COMMON

SIOCK EQUITY ... ... 16.2% 14.3% 15.2% 14.0% 12.4%
FUNDS FROM OPERATIONS AS PFRL EN T OF

CONSTRUCTION EXPENDITURES (excluding

allowance for funds used duning construction). . . 44.0% 4647 51.0% 42.0% 31.5%

*The supplemental ratio of earnings to fixed charges includes the Company’s allocable portion of interest on Senior Notes
of affiiated companies which provide services to the Company




Operating Statistics

ELECTRIC ENERGY GENERATED AND

PURCHASED (MWh)

Generated — net station output . . . ..
Purchased and net interchange .. . ..

Total generated and purchased
Company use, losses, and unaccounted for

Total electric energy sales. . . ..

FUEL MIX FOR FLECTRIC GENERATION

ELECTRIC ENERCY SALES (MWh)

Ressdential . ........ .. ... ... ...
Commercial .. .. . B L ienkes
B - s ] e o L T ek

Government and mu vcipal .. ... ... ..

Total general business. .. .. ..
Other electric utilities .. . . .

Total electric energy sales. . ......... ... ..

OPERATING REVENUES (thousands)

Residential .......................

T e T Ry W
Government and muricipal .. ... ..

Tote] general b isiness. . ... ...
Other electric utibfes .. ............

Total from electric energy sales. ... ... ...

Other operating revenues ... .....

Total operating revenues . . ..
ELECTRIC CUSTOMERS (end of year)

Residential .. ... ... ... .. ... ...
Commercial ....... .. .............

Industrial. ... ...... ... .. ..

Government and municipal ..... ...

Total general business. . ... ...
Other electric utilities . . ... ... ... :

Total electric customers .. . ..

Residential c;ssaﬁcation includes indirect sales
{apartments, etc.); dwelling units not included in

number of custotaers . ... ..........

fdustrial classification includes interruptible sales

to Alcoa:

Electric energy sales (MWh) ... ... ..
Operating revenues (thousands) . . ..

Year Ended December 31,

1980 1973 1978 1977 1976
28,431,111 25,952,023 24,503 o5 22,719,340 19,141,490
218,847 729,425 1,412, 136 759,767 1,166,547
28,649 958 26,681,448 25,915,817 23,479,107 20,308,037
2,182,539 1,881,667 1,930,139 1,670,311 1,536,641
26,467 419 24,799,781 23,985,678 21,808,794 l8.771.39f_a
47.3% 46.4% 53.0% 62.6% 6. 9%
0.1 0.5 0.2 2.0 0.2
52.6 53.1 468 354 329
100.0% 100.0% 100.0% 100.0% 100.0%
8,451,010 7,334,355 7,520,665 6,921,676 6,048,260
4,975,135 4,451,990 4,338,257 4,045,638 3,624,348
8,583,227 8,512,728 8,000,546 7,391,531 6,000,781
943,792 845,800 BRO 988 809,213 746,488
22,953,164 21,'4.873 20,740,456 19,168,058 16,419,877
3,514,255 _31,654,% 3,245,222 2,640,738 2,351,519
26,467 419 24,799,781 23,985,678 21,808,796 18,771,396
$ 380,564 $ 293,489 $ 285,748 S 256,624 $ 204,114
24,116 185,750 168,904 144,185 112,077
238 898 211,085 184,091 156,093 110,734
35,983 28,587 26,902 _____23,2(13 18,703
879,561 718,911 665,645 560,110 445,628
96,882 82,715 70,828 58,075 43,534
976,443 801,626 736,473 638,185 489,162
15,712 7,991 6,835 7,019 4,882
$ 992,155 $ 809,617 $ 743,308 $ 645,204 S__4_9{_Q-§
623,077 595,631 563,378 535,012 514,041
80,517 78,553 77,371 74,327 70,510
6,990 6,599 6,257 5,919 5,749
7,619 7,346 7,061 7,121 7,110
718,203 688,129 654,067 622,379 597,410
35 35 30 29 2_8
718,238 688,164 ___654,097 622 408 597,438
42,523 43,560 47,656 52,585 53,076
2,918,794 3,076,399 2,891,259 2,785,027 1,822 488
$ 48,813 $ 48,400 $ 41,572 $ 36,878 $ 20,052
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Texas Power & Light Company
Management’s Discussion and Analysis of Financial Condition
and Results of Operations.

Liquidity and Capital Resources
The primary capital requirements of the Company for 1980 and as estimated for 1981 through 1983 are
as follows:
1981 1982 1983
{Thousands of Dollars)

Constructior expenditures (excluding AFUDC) $336,000  S387,000  $446,000
Nuclear fuel 5,000 17,000 23,000
Maturities of long-term debt and sinking fund requirements . — 14,000 1,000

$341,000  $418,000  $470,000

For detail concerning major new construction work now in progress or contemplated by the Company and
commitments with respect thereto. see “Construction”

The Company generates fund. “~om ;Perations sufficient to meet opera*i 1g needs, pay dividends on capital
stock and finance a significant portion of capital requirements. These furu: are derived from net income,
depreciation, deferred taxes, and federal investment tax credits. Factors affecting the ability of the Company to
fund a portion of its capital requirements from operations include adequate rate relief and regulatory practices
allowing a substantial portion of construction work in progress in rate base, adenuate depreciation rates,
normalization of federal income taxes, current recovery of the cost of fuel used in the generation of electricity
and the opportunity to earn competitive rates of return required in the capital markets. For 1980, 44% of the
funds needed for construction was generated from operations.

External funds of a permanent or long-term nature are obtained by the Company through the sale of
common and preferred stocks, first mortgage bonds, and pollution control revenue bonds. The capitalization
ratios of the Company at December 31, 1980 consisted of 46% long-term debt, 13% preferred stock, and 41%
common stock equity, and similar ratios are expected to be maintained in the future. To provide for immediate
cash requirements duting periods between long-term financings, the Company obtains short-term loans from
Texas Utilities, which bas lines of credit with commercial banks aggregating $300,000,000 at December 31, 1980
The Company does not maintain separate credit arrangements with banks or other lenders.

The «_smpanvy expects to sell additional securities as needed, in amounts and of types presently undeter-
mined. *'though the Company cannot predict future regulatory practices and is to some degree exposed to
fluctuating ~conomic and securities market conditions, it does not currently expect any changes in trends or
commitmeny- which might significantly alter its basic financial position or ability to finance capital require-
ments ir. the future. (See “Rates, Regulation and Litigation™.)

Results of Operations

Increases in operati 7, revenues include rate increases granted the Company and recovery of higher fuel
costs on a current basis, customer growth, and increased energy consumption by customers.(See “Rates,
Regulation and Litigation” and “Operating Statistics” ) Energy consumption per customer is affected by
material variations in weather conditions and was particularly impacted by the unusually hot and dry summer
of 1980 compared to the reiatively miid summer o 1979 and by warmer summer and colder winter weather in
1978. Customer consumpticn also reflects the effeci< of encrgy conservation on the part of some customers.

Operation and maintenance expenses have increased substantially as a resuit of continuing inflationary
pressures on the cost of labor, materials and services and the addiiional lignite-fueled generating units placad
in service during 1978 and 1979; such expenses were also affected by the higher costs of operating and
maintaining existing lignite-fueled generating units, including the additional costs of operating and maintain-
ing the pollution control equipment required in connection therewith and unscheduled maintenance on
several such units in 1979. Increases in taxes other than income resulted primarily from increases in revenue
and property based taxes.




Increases in aliowance for funds used during construction are primarily attributable to increases in the
amount of construction work in progress of the Company not allowed in rate base by regulatory authorities,
and for 1980, an increase in the AFUDC rate effective November 1979, accompanied by the commencement of
semi-annual compounding. The decrease in other income and deductions — net for 1980 reflects decreased
interest income on temporary cash investments while *he increase for 1979 resulted from increased income
from Alcoa for construction of generating facilitie .

The Company expects to pursue adequate and timely rate relict in the future to offset the effects of increases
in the costs of providing electric service.

The Company has prepared supplementary information concerning the effects of changing prices in

compliance with the reporting requirements of Financial Accounting Standards Board Statement No. 33; such
information is included beginning on page 31 following the notes to financial statements.

Accountants’ Opinion

DELOITTE HASKINS & SELLS
Certified Public Accountants

Texas Power & Light Company

We have examir. {1 the balance sheet of Texas Power & Light Company as of December 31, 1980 and 1979 and
the related statements of income, retained earnings, and source of funds for construction for each of the three
years in the period ended December 31, 1980. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tes. of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statcments referred to above present fairly the financial position of the
Company at December 31, 1980 and 1979 and the results of its operations and the source of its funds for
construction for each of the three yez s in the period ended December 31, 1980, in conformity with generally
accepted accounting principles applied on a consistent basis.

DELOITTE HASKINS & SELLS

Dallas, Texas
February 27, 1981
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Texes Power & Light Company
Balance Sheet

o December 31
1980 1974

(Thousands of Daollars)

ELECTRIC PLANT

In service:
Production : . . $ 951,311 S 940,328
Tra. smission o : : . 444 48] 398,027
Dast: ‘- uhon : : 19 : . 699,564 647,394
General .. . 67,684 55,914
Total . 2,163,040 2,041,663
Construcuon work in progress . . 938,997 659,522
Nuclear fuel ] 34,852 23,829
Held for future use . i 3,320 4,789
Total electric plant . ! 3,140,209 2,729,803
Less accumulated depreciation ‘ 494,911 433,158
Electric plant, less accumulated depreciation 2,645,298 2,296,645

OTHER INVESTMENTS : 4,297 2,406

CURRENT ASSETS

Cash in banks 6,175 v By
Special deposits : i v 6,180 6,539
Accounts receivable
Customers : : : 50,476 45,211
Other i : 10,627 5.773
Allowance for uncollectible accounts o ; (2.449) (1,651)
Inventones — at average cost
Matenals and supplies . 17,169 13,760
Fuel stock ; ; 21,111 18,022
Other ~uvrrent assets o 26,090 15,686
Total current assets 155,379 111,074

DEFERRED DEBITS 5,533 6,695

TOTAL $2,790,527 $2,416,820



Liabilities

CAPITALIZATION
Common stock (Note 3)
Retained earnings (Note 4)
Total
Preferred stock (Note 3)
Long-term debt — | >ss amounts due currently (Note 5)
First mortgage bends
Other long-term debt
Unamortized discount
Total

Total capitalization

CURRENT LIABILITIES
Notes pavable — Texas Utilities Company (parent)
Accounts pavable
Attiliates
Other }
Dividends declared
Customers’ deposits
Taxes accrued . ..
Interest accrued
Other current habilities

Total current liabilities . .
RESERVE FOR INSURANCE AND CASUALTIES . ..
ACCUMULATED DEFERRED FEDERAL INCOME TAXES
UNAMORTIZED FEDERAL INVESTMENT TAX CREDITS
COMMITMENTS AND CONTINGENCIES (Notes 2 and 6)

TOTAL

D \'lgl_"-l:r _ﬂ

1979

{Thousands of Dollars)

S 660,000 S 610,000
260,355 _ 196,334
920,355 806,334
285,782 256,112
897,500 847,500
121,781 105,288
(3,759) (3,144)
1,015,522 949 644

2,221,659

79,000 5,500
35,009 26,967
55,849 55,277
5,689 4,870
7,223 6,565
47,176 19,466
28,285 27,349
6,522 8,225
255,753 154,219
1,621 1,703
141,849 108,297
169,645 140,511

See accompanving Notes to Financial Statements

$2,416,820

23




Texas Power & Light Company |
Statements of Income ard Retained Earnings

Year Ended December 31,
1950 1979 978
(Thousands of Dollars)
Income
e b gt R R G R U S e e S $992,155  $809.,617  $743,308
OPERATING EXFENSES
B et e i S R S B H AR AT A o A S AN AT AT oy A S NS A 407.636 323,539 288,557
RO -5+« % 5 ir's %ot 3 5908 € 6 s A S R R RS DA VIS ARSI R s 110,391 91,988 82,592
I 5 T b ot e s AT M s T G T A G B oty kMg EsE & i 69,796 55,002 39,657
BRI o . vl i i i o il sl S e ey weialh B2l 3P 6w p $ 0 e MR 69,881 64,152 56,312
Federal income taxes (NOEE 7) .. ... ...ovionrnnneinescuneianssensinss P P 84,408 65,974 75,561
RN O BRI SRERIINE - . - ', < ooi i Us v alwa s e W N % osm ol M AR ¥ e R 38 A 49,818 42, 411 39,187
Total Operating eXpenses . .. ...............coiieiiiieiiiiiniiiies iy 791,930 643,066 581,866
e T e T S e R SR SR Y N - S W e ey Lo A 200,225 166,551 101,442
OTHER INCOME
Allowance for equity funds used during construction ............. ... 27,788 17.499 11,093
Other income and deductions —net. . .. .......ouiviiiniiiainiirairionansiierens 19,403 19,569 18,195
Federal income taxes .. ... .. gty o B S (9.071) (9,091) (8,751)
Total other income .. . .. s A £ el O AR ¢ AT Y T Y B 38,120 27,977 20,537
I BN - 1. o ovm i b Tk i g 31k = 524 ; AR e o Ay D 194,528 181,979
INTEREST CHARGES
Interest on morigage bonds . . . ... ... . ciccuise sk s n nATHOTE § R W18 70,503 65,524 57,684
Interest on other fong-termdebt .. ............ ... oo v 8,889 5,356 4,891
R DR ., 2. 5 2 ciule i SR ks 3 wh S e R 7,287 932 3,345
Allowance for borm\wd funds used duaring mmtrucmm ................. (9.957) (6,326) (7,027)
g R R T R 7 e 1 P | 76,722 65,886 58,893
NEEIRCOME. .. ... .. oov i nrinnais cn s A A R s M s b s s s aaabere  SIDLGES - SEIRGEE - SITLANS
Retained Earnings
BALANCE AT BEGINNINGOF YEAR ................... N T cevene-. 9196334 $152,263  $105,046
ADD — Net income .. ... ok e Ak 5 e A B MR i S s e e 161,623 128,642 123,086
L NG S T L hy e g ety sremmebod Bk B eoms Sor o § ok sk s e RO 280,905 228,132
DEDUCT
Dividends (cash)
Preferred stock:
$4 series (S 4.00 pershare perannum)..................00an o 280 280 280
$ 4.4 enes ($ 4.44 per share perannum)... ... ..... RN 666 666 666
$ 4.56 series ($ 4.56 per share peraanum). .................... ... Bd 610 610 610
$ 4.76 series ($ 4.76 per share per annum). ... .. s ol KR AN s e B3 476 476 476 ‘
S4A8459nes($4.84pershareperannum). R T L 339 339 339
$ 7.24 series (5 7.24 per share perannum)............... R Y. o 1,810 1,810 1,810 <
$ 7.80 series ($ 7.80 per share perannumj............ ..... sy 48 b 3 AT & 2,340 2,340 2,340
$ 8.16 series ($ 4.16 per share perannum). . ..........o.coiiiiiiiiiiiiiaies 2,448 2,448 2,448
$ 8.20 series ($ 8.20 pershare perannum). . .........ocoiiiiiiiiiiiinian, 2,460 2,460 2,460
$ 8.68 series (5 8.68 pershareperannumj. . ........ ...ooiiiiiniriiaiiiinan 2,604 2,604 2,604
$ 8.84 series ($ 8.84 per share perannum).................coiiiiiiion, pan 2,652 2,548 -
$ 9.32 series ($ 9.32 pershareperannum). .......c.....ooiiiiiiirvaicionions 2,79 2,796 2,
$10.92 series ($10.92 per share per annumM). . . . ... ¢« veuvvoinssiosonniarinsvas 2,257 — --
Commen stock (per share: 1980, $2.24; 1979, s’ (\4 Lo B 1 R PR 75,864 65,194 59,040
Total dividends . [ R 58 A e S 1512 R AL it Y8 3 97,602 84,571 75,869
BALANCE AT END OF YEAR (Note 4) .................................. $260,355  $196,334  $152,263

See accompanying Notes to Financial Statements.
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Texas Power & Light Company
Statement of Source of Funds for Construction

FUNDS FROM OPERATIONS

Deferred federal income taxes —net. ... ...t
Federal investment tax credits —net. .. .. ... .................
Allowance for funds used during constriation. ............. ..o
Total funds from operitions .. ..
Less — Dividends declared:
Preterred stock .
Common stock .
Total dividends declared .

Net funds from operations .......... ..

FUNDS FROM FINANCING
Sales of Securities:
First mortgage bonds . . ..
Other long-term debt
Preterred stock
Common stock .
Retirement of long-term debt. ...

Increase (decrease) in notes pavable to Texas Utilities Compam (parent). ST

TORL SO B BOMINEEENE . - ¢ %in v s aals Vs < ns ke el vl ik 00T s A

OTHER SOURCES (USES) OF FUNDS
Changes in working capital. excluding notes payable and

iong-term debt due currently:
Cash in banks and temporary cash investments . .
Accounts receivable —net...........
T A
Accounts pavable .. ... ..
Taxes accrued. .. .. ... .
Other—net ... ..

MNEtchange.........c0us .
Investment advances to affiliates . .
Nuclear fuel .

Other —net . e p e _
Net other sources (uses) of funds

TOTAL. ............

CONSTRUCTION EXPENDITURES
Electricplant .. ....... e Yt el
Allowance for funds used dunng comtrucmm

CONSTRUCTION EXPENDITURES (e«dudlng allowance for
funds used during construction) .. ........ ‘

See accompanying Notes to Financial Statements.

Year Ended December 31,
1980 1979 1978
{Thousands of Dollars)
$161,623 $125,642 $123,086
69,881 64,152 56,312
33,552 27,164 20,827
34,062 42,994 35,021
(37,745) (23,825) (18,120
261,375 239,127 217,126
21,738 19,377 16,829
75,86+ 65,194 59,040
97, 602 84,571 75,869
163,771 154,556 141,257
50,000 100,000 -
18,096 31,288 5,600
29,670 29,591 —
50,000 40,000 —
(1,603) (841) (4,073)
64,500 5,500 —
210,663 205,538 1,527
1,559 2,559 24,647
(9,321) (7,219 {9.021)
(6,498) (1,716) 2,285
5,614 12,025 17,002
27,710 (18,022) 10,7:8
{9,335) (1,158) (43)
12,729 (13,531 45,7(
{1,800) (800) 99,575
(11,023) (6,447) (9,915)
(2,279) (6,538) (1,092)
(2,373) _QT,JHJ) 134,276
$372,06] $332,778 S../ 7
$409, 806 $356,603 $295,180
!37,215) (23,825) (18,120)
$372,061 $332,778 $277,060
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Texas Power & Light Company
Notes to Financial Statements

1. Significant Accounting Policies

Electric Plant — Electric plant is stated at original cost. The cost of property additions charged to electric plant
includes labor and materials, applicable overhead and payroll-related costs and an allowance for funds used
during construction.

Allowance For Funds Used During Construction — Allowance for funds u:ed during construction (AFUDC) is a
cost accounting procedure whereby amounts based upon interest charges on borrowed funds and a return on
other capital used to finance construction are charged to electric plant. The accrual of AFUDC is in accord with
established accounting practices of the industry, but does not represent current cash income. The Company
has capitalized AFUDC at a net of tax rate of 8% compounded semi-annually of expenditures incurred, except
for that portion of construction work in progress allowed in rate base by regulatory authorities. Prior to
November 1979, a rate of 7% had been used. These rates were determined on the basis of, but are less than,
the cost of capital used to finance the construction program. Effective January 1,1981, a rate of 8%
was adopted.

Depreciation — Depreciation is based upon an amortization of the original cost of depreciable properties on a
straight-line basis over the estimated service lives of the properties. Depreciation as a percent of average
depreciable electric plant in service approximated 3.5% for 1980 and 3.4% for 1979 and 1978.

Federal Incore Taxes — The Company 1s included ir the consolidated federal income tax return of Texas
Utilities Company and subsidiary companies, and federal income taxes are allocated to all subsidiary com-
panies based upon taxable income or loss. Deferred federal income taxes are generally provided for differences
between book and taxable i income; such differences result primarily from the use of liberalized depreciation
and the class life depreciation system (ADR). Current federal income taxes have been reduced by amounts of
investment tax credits allowable under the Internal Revenue Code; such credits are being amortized to income
over the estimated service lives of the properties. (See Note 7.)

Reserve For Insurance and Casualties — The Company, as allowed by regulatory authorities, maintains a reserve
for major uninsured losses and claims.

2. Affiliates

The Companv is a subsidiary of Texas Utilities which provides common stock capital and short-term
financing to the Company. Dallas Power and Texas Electric, whose respective systems are interconnected with
that of the Company, are also subsidiaries of Texas Utilities. Texas Utilities has three other subsidiaries which
perform specialized services, at cost, for the System, including the Company; Service Company furnishes
engineering, financial and other services; Fuel Company owns a natural gas pipeline system, acquires, stores
and delivers fuel gas and oil and provides other fuel services for the generation of electric energy; and
Generating Company operates the jointly-owned generating stations and furnishes related services, including
the ownership and operation of fuel production facilities for the surface mining and recovery of lignite for use
as fuel at such stations.

The Compaay, jointly with Dalias Power and Texas Electric, has entered into agreements with ruel
Company to procure certain fuels and related services and with Generating Company for the production of
lignite fuel and the operation of electric generating stations; payments are at cost of the services received and
are required by the agreements to be i jeast equivalent in the aggregate to the annual charge to income on
the books” of Fuel Company and of Generating Company.

For information concerning jointly-owned generating stations, see “Construction ”




3. Common and Preferred Stocks

Redemption Price
Per Share (betore

Shares Outstanding Amount adding accumulated
T December 31, December 31, dividends)
Fventual
1980 1979 1980 1979 Current Minimum

{Thousands of Dollars)
Common stock — without par
value; authorized 80,000,000
BlEPeS ... . e 34,350,000 32,350,000  $660,000  $610,000

Preferred stock — cumulative,
without par value; entitled
upon hquidation to $100 a
share; authorized 5,000,000

shares:

$4 I oo el d i, 2 B 70,000 70,000 $ 7,000 $ 7,000 $102.00 $102.00
SE&Momies. ... ... 00l 150,000 150,000 15,061 15,061 102.61 102.61
S456series................. 133,7 133,786 13,379 13,379 112.00 112.00
A ST e T e 100,000 100,000 10,000 10,000 102.00 102.00
T N S P S 70,000 70,000 7,000 7,000 101.79 101.79
S 724series . ... ... 250,000 250,000 25,113 25,113 107.04 103.42
S780series............ .... 300,000 300,000 30,030 30,030 105.20 103.25
S B SS as sa e ) 300,000 300,000 29,655 29,655 108.15* 102.04
B e R 300,000 300,000 30,108 30,108 107.39 103.29
S86Rsernes. ... ... ....... 300,000 300,000 29,550 29,550 108.43 101.92
S 884series.........ci0 venn 300,000 300,000 29,591 29,391 108.17* 102.05
AL KT s LN 300,000 300,000 29,625 29,625 106.99 102.33
S1092series................. 300,000 — 29,670 — 110.92* 102.73

{ 0 e L Tl S NI L 2,873,786 2,573,786 285,782 $256,112

*Redemption may not be effected currently through certain refunding operations.

The Company issued and sold shares of its authorized common stock to Texas Utilities as follows: February
1980, 2,000,000 shares for $50,000,000; and February 1979 1,600,000 shares for $40,000,000. In March 1981, the
Company issued and sold an additionai 3,000,000 shares of its authorized common stock to Texas Utilities
for $85,500,000.

The Company aiso issued and sold shares of its authorized preferred stock as follows: May 1980, 301,000
shares of $10.92 preferred stock for $29,670,000; and February 1979, 300,00¢ shares of $8.84 preferred stock
for $29,591,400.

No shares of the Company’s common or preferred stock are held by or for account of the Company, nor are
any shares of such capital stocks reserved for officers and employees or for options, warrants, conversions and
other rights in connection therewith.

4. Retained Farnings Restrictions

The Company’s article- of incorporation, the mortgage, as supplemented, and the debenture agreements
contain provisions which, under certain conditions, restrict distributions on or acquisitions of its common
stock. At December 31, 1980, $32,239,000 of retained earnings was thus restricted as a result of the provisions
of the articles of incorporation.

The articles of incorporation restriction provides in effect that the Company shall not pay any common
dividend which would red 'ce retained earnings to less than one and one-haif times annual preferred
dividend requirements. The mortgage restriction is based primarily on the replacement fund requirements of
the mortgage. The restriction contained in the debenture agreements is designed to maintain the aggregate
preferred and common stock equity at or above 33%4% of total capitalization.
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5. Long-Term Debt (less amounts due currently)
December 31,
1980 1979
{Thousands of Dollars)

First mortgage bonds:

E A T e e a3 ey SRS LR e S 14,000 $ 14,000
T ST TR TR L R S e ) e L S A S G e 20,000 20,000
AT T TR L e O SR NP i P Y A USROS S e IS LY 10,000 10,000
e TR L e el P Ry e e 12,500 12,500
R U TR L RN e e e L S R e s e g gy, T e et et 12,000 12,000
S AR T B - v s s rr i s e it BT i 2R w0 e 0 Bl A B e e 3k b 10,000 10,000
445% series due 1995 . ... ... ..t P o ok R U L il 14,000 14,000
B A R 3 1 el i sk . b o o T T e i, dofbis M R e - S 20,000 20,000
O I I T . o et s Kar e i ik Wy ot 5o e . s el Bty D B 30,000 30,000
64% seriesdue 1998 . ... .. ... ... ... e sty dat o, o W 25,000 25,000
T e R el (e N EU e WL By =St T S L L TR 30,000 30,000
o TR T A T e - ST TULY Ve RN ) < SIS At e, IR S ST 30,000 30,000
A T T D ey SR L B NIRRT B ot N e Sy B R ) | ) 30,000 30,000
7ok series Aue 2002 . ... .. c.cvvnnin ittt R, =Ll =Rl | - 40,000 40,000
e [ AT T e R SN U U TPt LY e Ny { Pt LA SN s R g 50,000 50,000
e T TN T e 1 R R A S S AN | e 50,000 50,000
10% seriesdue 2004 . .. ... ... .............. RO LY SR S (TR L < el L Ty 50,000 50,000
SR SRR O T .. .« s « s bt i s kb5 s et B e Bas B e R B e 100,000 120,000
BGRR SRS ARETOOD - . ;. oo T it it b A i o g Ry Gon o gk o B F s B ol d 100,000 100,000
BUaT series Aue 2007 . . .. oo e e 100,000 100,000
D% SIS AUe 2009 . . . oo v it it e e s e e ey 100,000 100,000
L T TR T ) R SO RS A S PR Ny L AL S TR A 50,000 —
SRR SROUARNIEE BN -, .. » o ¢ v Bk 50 8 0,005 R o P o oo 6 iy, 55 e .4 897,500 847,500
Other long-term debt:
Sinking fund debentures
L R T L N O U S R 6,711 6,976
A%, due 1989 . e S I PTG g 1 e 10,773 11,251
i T T I T S S T e i S R RS R 16,228 17,088
Total .. ... 5 e e R b B R i T B 8 6 T 9T R i 33,712 35,315
Pollution control revenue bonds — net
7% series due 2004 . . . ... . e - 15,000 15,000
SO DEES TR B .« - oo ote i sl s ki ks s g s i o e e %k m e e i 32,385 32,385
5.70% series due 2007 . . ... ... R o i I3 o e 11,235 11,235
6.60% sertes due 2008 . .. ... S 4,890 4,890
T%% series due 209 . . ... T T oy T 35,000 35,000
vunds on deposit with trustee. ... ... .. ... ~(10,441) (28,537)
Total .......... ... s e U A e e RS A P = S 69,973
Tollotherlongtermn et .. . ... . .....oovvvsnvironnsirssss T 121,781 105,288
Unamortized discount . . ... B : (3,759) (3,144)

.. 91,015,522 $949,644




Sinking fund and maturity requirements for the years 1981 through 1985 under long-term debt instruments
in effect at Docember 31, 1980 were as follows:

Minimum Cash

Sinking Maturity i

Year Fund(a) (see above) ment(a)(b)
(Thousands of Dollars)

L Ry SR o L e e e A S Oy $3,863 $ — $ —
T e A O RIS 4,253 14,000 14,000
DR 5. o v et e s B AN A0 o o TR € T S e o sALL R N 5,615 -— 612
ST - e 55 5 At S B o5 i oo e I K A o ks P R B e 8 e 7,103 20,000 20,900
R Ll X o i e B S o L o T A B e e o T 7,103 — 900

(a) Excluding amounts satisfied prior to December 31, 1980: $900,000 for 1981, $900,000 for 1982 and $288,000
for 1983.

(b) Other requirements may be satisfied by certification of property additions at the rate of 167% of such
requirements.

The total amounts of Sinking Fund Debentures authorized in the debenture agreements have been issued.
The Company’s First Mortgage Bonds may be issued in additional amounts, without limitation as to the
maximum thereof, but Lunited by property, earnings and other nrovisions of the mortgage. None of the long-
term debt is pledged, held by or for account of the issuer, or held in its sinking or other speciai funds.
Substantially all of the electric plant is subject to the lien of the mortgage.

6. Commitments and Contingencies
For major new construction work now in progress or contemplated, and commitments with respect thereto,
see “Construction ”

The Company, along with Dallas Power & Light Company and Texas Electric Service Company has entered
into contracts with public agencies t. purchase cooling water for use in the generation of electric energy and
has agreed, in effect, to guarantee its share of the principal, $53,779,000 at December 31, 1980, and interest on
bonds issued to finance the reservoirs from which the water is supplied.

The Company is involved in various legal and administrative proceedings (see “Rates, Regulation and
Litigation”), and while the Company cannot predict the final results, such proceedings, in the opinion of the
Company, are not expected to have a material effect upon the financiai position or results of operations of
the Company.



7. Federal Income Taxes
The details of federal income taxes are as follows:

Year Ended December 31,
1980 1979 1978
{Thousands of Dollars)
Charged to operating expenses:

Current federal income taxes. ... ............... .... Ty P A $ 18,510  $(3,669) 518,676

Deferred federal income taxes — net:
Differences between depreciation methodsand lives. .. ......... ... ... 26,706 22,328 16,978
Certain capitalized constructioncosts ... ............................ 5,301 4,646 4814
o e AR N e R ST S s g e e e (171) (325) 72
TRIIIR 5 i LRk & e Mg e B o e s 1 e W e e S SR o s A T A 31,836 26,649 21,864
Investment tax credits —net .. ... ... ... 34,062 42,994 35,021
Total tederal income taxes charged to operating expenses. . .. .............. 84,408 65,974 75,561
Charged to Other inCoOme .............o.cuvririinrrinrierianrnrnsarananns 9,071 9,091 8,751
Total federal income taxes .. ........... ..., ... $93479 §75065 @ $84,312

Federal income taxes were less than the amount computed by applving the federal statutory rate to pre-tax
book income as follows:

Year Ended December 31,

1980 1979 1978
(Thousands of Duollars)

Federal income taxes at statutory rate (46% ; 48% prior to 1979) .. .. .. ceeees S117,347  $93,705  §99,551
Reductions in federal income taxes resulting from:

Allowance for funds used during construction . ........................ 17,363 10,959 8,697

Depletion allowance ................. AR . H I 3,482 2,859 2,421

Amortization of investment tax credits ... .......... ... .00 ol Bk 3,698 3,145 2,414

L, S e S e e o= : (675) 1,677 1,707

Total reductions ......... e e e & o 5 el ¥ A 8 23,868 18,640 15,239

Total federal income taxes ... .. ......... o e o ol Tee o e covs 9 93,479 $75,065 $84,312

Effective tax rate . . .. . . .. U SV T e N At O : 36.6% 36.9% 40.7%

8. Retirement Plans
The Company has uniform retirement plans covering substantially all employees. The costs of the plans are
determined by independent actuaries and are funded by the Company as accrued. The costs of the plans,
including amounts capitalized, approximated 58,628, 000 for 1980, $7,038,000 for 1979 and $5,821,000 for 1978,
As of the latest annual valuations in 1980 and 1979, accumulated benefits and net fund assets were as follows:
1980 1979
(Thousands of Dollars)

Act 1arial present value of accumulated plan benefits:

VBB .. ..o oo n s ir ey an s e e n e e D b e b s o e ey $83,050 $66,778
Nonvested ..............00c0u0n. A e L R e 8,181 6,875
Total ....... O TR e e i e B e ik i e $91,231 $73,653
Netfundassets . ... ... ... .. e S e s s $70,130 $52,168

An assumed rate of return of 5%:% was used in determining the value of accumulated benefits.




Supplementary Information
Concerning Effects of Changing Prices

1 ";:audited information furnished in compliance with the reporting requirements of Financial Accounting
Standards Board Statement No. 33, Financial Reporting and Changing Prices (FASB 33), follows. The State-
ment indicates the need for experimentation in previding information about the effects of changing g ces.
Such information is intended to help readers better understand the impact of inflation on the Company.
Because the information is presented on an experimental basis, it should be viewed with caution. Calculation
of the information inherently involves the use of assumptions, approximations, and estimates and, therefore,
the resulting measurements should be considered in that context and not as precise indications of the effects
of inflation. The effects of changing prices are not recognized for income tax or rate-making purposes,
therefore the supplementary information should not be interpreted as adjustments to earnings reported in the
Financial Statements.

Information concerning the effects of general inflation (constant dollar) was determined by converting
historical cost amounts into dollars of equal purchasing power, as mcasured by the Consumer Price Index for
All Urban Consumers.

Information concerning changes in specific prices (current cost) represent such changes in electric plant
from the date costs were initiaily incurred to present, and differs from constant dollar information to the extent
that the specific prices have increased at a rate different than the general rate of inflation. The current cost of
electric plant was computed by indexing the existing historical cost of plant by the Handy-Whitman Index of
Public Utility Constructions Costs for the South Central Region and other appropriate indices. Such current
costs are not necessarily representative of the replacement cost of the Company’s productive capacity that
might be incurred in a future period.

Depreciation on the constant dollar and current cost basis was determined by applving the Company’s
straight-line depreciation rates used for financial accounting purposes to the appropriate indexed electric plant
amounts, and is the only income statement item that has been restated from the Financial Statements. In
compliance with FASB 33, no adjustment has been made to federal income taxes.

Under rate-making rules prescribed by the Public Utility Commission of Texas, only the original cost of
electric plant is recoverable through revenues as depreciation. Therefore, the excess of the cost of plant stated
in terms of constant dollars and current cost over the original cost is not recoverable through rates as
depreciation and is reflected as Reduction to Net Recoverable Cost of Electric Plant. The Company believes,
based on past experiences, that it will be allowed to earn on the net investment in electric plant when
replacement of facilities actually occurs.

During periods of inflation, the holders of monetary assets suffer a loss of general purchasing power while
holders of monetary liabilities expenience a gain. The amount shown as Gain From Decline in Pr.rchasing
Power of Net Amounts Owed reflects the net of these two items and is primarily attnbutable *o the substantial
amount of long-term debt which has been used to finance electric plant. Since depreciation on this electric
plant is limited by regulations to the recovery of historical costs, a holding gain on debt is not allowed and
recovery is limited to only the embedded cost of debt capital.

To reflect the results of rate regulation, Gain From Decline in Purchasing Power ot Yet Amounts Uwed is
offset by the Reduction to Net Recoverable Cost of Electric Plant.
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Supplementary Information
Coacerning Effects of Changing Prices — (Continued)

Summary of Income Adjusted for the Effects of Changing Prices
For the Year Ended December 31, 1980

Historical Cost

Reported In

Financial Statements

Adjusted for Changing Prices

General Inflation
(Constant Dollar)

Specific Prices
(Current Cost)

(Thousands of Dollars)

Operating reveNUes .. .......c . ienivisranssoisosssnsarsssns $992,155
Operating expenses(a) .......... G w8 MR o Wace ok kR R AR S 791,930
Operating income ... ............. ;o e W T i BRI ] 200,225
T T T G el i R I SRR - ER RIS A SR ety 38,120
Totalincome . ...................... SIS A L -
I - 5511 e s o s i o 5 TR 6 N B 76,722
3T e e S S M et o S M . $161,623

Increase in specific prices of electric plant
T R () R g R Sl A
Reduction to net recoverable cost of electric plant . ... .. .. s 2
Effect of general inflation on electricplant. .. ..................
Effect of general inflation in excess of increase in specific prices
of electric plant after reduction to net recoverable cost . ... .. ..
Gain from decline in purchasing power of net amounts owed

Net change in purchasing power. . ........

(Average 1980 Dollars)

$ 992,155 $992,155
854,214 865,168
137,941 126,987
38,120 38,120
76,061 165,107
76,722 76,722
$389,991
$(225,294) (105,828)
(498,503)
(214,340)
155,702 155,702
$ (69,592) $(58,638)

(a) Includes depreciation amounts of $69,881,000 for historical cost, $132,165,000 for constant doliar, and

$143,119,000 for current cost

(b) At December 31, 1980, electric plant, net of accumulated depreciation, was $4,623,384,000 for current cost

and $2,645,298,000 for historical cost.




Supplementary Information
Concerning Effects of Changing Prices — (Concluded)

Comparison of Selected Financ.al Data Adjusted for Effects of Changing Prices

1980 1979 1978 977 1976
{Thousands of Average 190 Dollars)
Operating revenues . . . .. e LA S . % 992155 § 919,105  $938,83  $877,335  $715,132
Constant Dollar Information
DO RO . 5y i s s s e kSR $ 99,339 $ 93,158
Net assets at year end at net
PRCOVELODIE COBL. - . . oo oion v o arainsiiomas €1,151,992 $1,140,547
Current Cost Information
Net income. ......... B e s .. $ 8838 $ 77,073
Effect of general inflation in excess of
increase in specific prices of electric plant
after reduction to net recoverable cost . .. $ (214,340) S (235,021)
[Jet assets at year end at net
recoverablecost.................. v 51,151,992 $1,140,547
General Information
Gain from decline in purchasing power of
netamountsowed ..................... $ 155,702 $ 161,713
Consumer Price Index —average. .. ...... 246 .8 217.4 195.4 181.5 170.5
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Systern Map * Texas Power & Light Company * December 31, 1980

System Map Legend

Generating Stations — Jointly Owned by Texas
I'his map of the Companv’s service area shows

Power & Light, Dallas Power & Light and Texas
generuting stations, major transmission hines and towns Electric Service

in which a Division, District or Local Oftice s located O Lignite-fueled, Operating

- ) @ Lignite-fueled, Under Construction
) T9wn wfth (.amApan‘\ Office & Nuclear-fueled, Under Construction
g::::azrﬁ:}t:hons B e Areas Served by l)_allas Power & Light and
B Gas-fueled. Operating Texas Electric Service
Gas/Qil-fueled, Operatin-, Transmission Lines
(_D Lignite-fueled Under Construction o ;:t: ::‘:
Generating Stations — Jointly Owned by Texas 69 KV

Power & Light and a large industrial customer
Lignite-fueled, Under Construction









