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ity Public Service, ne of the argest municipatl utilities in t country,
serves the energy needs of Sar Antoni + the third largest metropolitan area
f exa
CPs jenerate power for 50 040 elect: customers at twe coal=-fired and
five natura gas~fired ¢ 't in the ¢ Antonio aresa The util i1ty also owns
8 percent f the South Texas Project nu Lear plant n the Texas coast,
receiving 700 megawatts f apacity from the projec Coal provides 1,336
megawatts, while gas~-fired plante ca generate +400 megawatts
The natura gas ystem supplie approximately 296,72 } customers in the Sar
Ant r r area The system 1s ¢ mprised of ’, miles of gas Lines
The CPS goa i t produce reliat e, OW=CcCsSt energy to serve the >an Antoni
area. wh h 0 a populatior f approximately 1.4 millior Tourism,
manufacturing, nstruction, insurance, retailing and medi a care have been
the traditionea economq mainstays, ng Wwith ne f the Ltargest
1centrat f f military installat ns in the U.S In recent rs, an
Antoni has ¢t lened ts economic base t ir ude numerou firms in the
f1e 1 I electror $§, Oata ng technoleogy and t Lemarketinag
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eVenue $893,156,0
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Letter from the Chairman and General Manager

Competition, whether in an athletic endeavor or a business environment, brings out the best in the participants.
People give their greatest performances when vying with others who are excellent and they find they can set new records
when they are challenged to give their best.

As the topic of competition moves to the forefront for the electric utility industry, CPS is ready to meet the challenge.
Its operating and financial strengths give the utility the resources it needs to compete.

The 1994-95 year provides exc zllent examples of CPS competitive advantages. For example, the year was noteworchy
when comparing sales and revenues with last year's figures. Despite setting an all-time record for electric sales, CPS
revenue was down from the previous year due to the return to service of the South Texas Project (STP) and competitive
fuel prices. This inverse relationship emphasizes the importance of low fuel costs and *heir effect on customer bills.

Lower fuel costs resulted in low bills for customers, bills that on the average were lower than they were 10 years ago
for residential customers using 1.000 kilowatt hours of electricity and 5,000 cubic feet of gas per month. Utility bills
for this average usage also compared favorably with those for other cities in the state and nation, a good indication of
the CPS competitive position.

Part of the competitive advantage enjoyed by CPS is due to the utility’s fuel diversification program which began in
the 14, with the decisions to build two coal-fired generating units and to join with three other utilities in constructing
the South Texas Project nuclear plant. The flexibility provided by these plants makes it possibie for CPS to take advantage
of changes in fuel prices to serve its customers at the lowest costs. During the 1994-95 fiscal year, approximately
32 percent of CPS generation came from nuclear fuel, the lowest cost fuel, while 51 percent came from coal. Only
17 percent of CPS electricity was generated using natural gas, the utility's most expensive fuel, with the result that fuel
costs for the vear were 27 percent lower than during the previous year.

In addition to lower fuel costs, the ctility achieved savings through refunding of $777.7 million in outstanding
bonds. This refunding continues the program begun in 1985 and brings the debt service savings to $409 million from
1986 through 2015. The transaction brought the weighted average interest cost on outstanding long-term debt
to 5.81 percent,

Based on the utility's strengths, Standard and Poor’s Corporation, Fitch Investor Service Inc. and Moody Investor
Service re-confirmed their previous ratings of CPS. Both Moody and Fitch continued their higher ratings of Aal and
AA+ which were established in 1992, while Standard and Poor's maintained an AA rating. At the end of the fiscal year,
Fitch Investor Service Inc. awarded CPS the second best rating awarded to the 60 municipally- and investor-owned
utilities which they considered in their competitive indicator rating.

It has been a year of achievement for CPS, vet the utility will not rest on its laurels. The new fiscal year will bring
continuing scrutiny of the organization and how it operates in an attempt to make it more efficient. The excellent work
force at CPS will draw on its talents and experience to become even more productive as the future brings a more

competitive environment.

:1(‘&‘; Al Niswgeadde ) %m%
:
Gloria Hernandez Arthur von Rosenberg

Chairman General manager
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customers were added. Natural gas customers also grew
but at a slower rate, with 3,959 new customers added
during the year

The growth in CPS customers can be attributed to the
growth of the San Antonio area. Nearly 5,700 housing units
were built during the fiscal year. In addition, apartment
occupancy rose from 94.7 percent the previous year to
95 percent in 1994-95. Growth is projected to continue in
San Antonio with the result that the number of CPS customers
is expected to increase by 2.1 percent annually during the next
25 years. At the same time, the population of Bexar County
is expected o increase approximately 50 percent from almost

1.3 million today to more than 1.9 million in 2020

CPS Compares Favorably
in the Industry

Many of today's competitive successes and the utility's
position of respect in the industry can be attributed to the
CPS fuel diversification program and comparative efficiency
of its generating units which together result in low rates
for customers

I'he fuel diversification program allows CPS to select from
three fuels for generating electricity based on their prices as
well as their availability. The South Texas Project, which uses
low-cost nuclear fuel, showed a good performance and
contributed significantly to a reduction in the yearly cost of
fuel for generation after returning from its prolonged outage
The CPS share of the nuclear plant provided 32 percent of the
utility's electricity for the year. The substantial use of low-cost
nuclear fuel resulted in a 27.4 percent decline in the average
unit cost of fuel when compared with the previous year. Unit
tuel prices were 8 percent lower than five years ago and were

lower than in four of the last five yvears, with only 1991-92

w1

showing a lower cost because of significant settlernent credits
tor coal hauling which favorably affected coal prices.

I'he use of coal for generation alse aided the CPS
competitive position. In the 1993 Utility Data Institute study
of the top electric plants in the country based on expenses
per megawatt hour, the two CPS coal-fired plants ranked at
numbers 12 and 23 in the selected top 100. These two
favorable rankings show the competitiveness of the two plants
on which CPS relies most heavily for its generation.

The proof of competitiveness, though, comes in the
comparison of rates. During 1994-95, CPS customer bills were
lower than for the sa:ne amount of usage ten vears earlier.
In fact, residential customers paid 11.4 percent less ior
1,000 kilowatt hours of electricity and 5,000 cubic feet of
natural gas in 1994-95 than they paid in 1984-85 and paid
less than they paid in six of the last ten years in spite of rate
increases in 1986, 1988 and 1991 and inflation which averaged
3.6 percent annually during the last 10 years

CPS customer bilis also compared favorably with those of
other cities. TPS residential bills of $89.15 for 1,000 kilowatt
hours of electricity and 5,000 cubic feet of natural gas were
lower than the average bill for the 20 largest cities in the
country — 32 percent lower. The utility ranked second lowest
among the nation’s 20 largest cities

CPS electric bills for 1,000 kilowatt hours also compared
favorably within Texas. The average bill for Texas customers
during the year was $74.81 compared with $64.04 for CPS
customers, a savings of 14.4 percent. The bills for CPS
commercial and industrial customers also compare favorably
with other utilities

T'hese positive comparisons of bills show the competitive
challenge is being met in a most important arena, one that

contributes to customer satisfaction and business growth
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through home improvements. In addition, CPS took the utility
safety and energy conservation messages to more than 90,000
persons through 789 presentations to schools, civic and
business groups and the public.

San Antonio enjoyed growth in the area of economic
development, with 21 companies locating or expanding in
the Alamo City during 1994-95 and providing more than 4,300
new jobs, The record number of new businesses can be
attributed to opportunities created by the North American
Free Trade Agreement, the availability of a highly trainable
and industrious work force and the availability of low-cost
and reliable gas and electric service. Growth took place in the
service, manufacturing, telemarketing and distribution
sectors, To CPS, growth means a larger customer base
and to San Antorians, it means more jobs and a stronger
local economy.

Summary

As competition becomes a watchvord in the utility
industry, CPS is well positioned to maintain its place among
the leaders. Its financial strategies, innovative leadership and
dedicated employees place the utility in a position to continue
the record of excellence it has achieved in the past.

Records during the 1994-95 year in electric peak demand,
24-hour usage and sales confirm the growth trend of the last
several years, Looking ahead, growth projections for the
San Antonio area indicate that utility growth should
continue as CPS works to meet the needs of the area it serves
into the 21st century.

Even as it grows, CPS continues to focus on excellence in
customer service and reliability. The utility expands and
replaces its facilities to assure they are modern and well
maintained. Service is improved by incorporating new
technologies which increase overall efficiency and take CPS
into the future. And employees are trained to assure they are
able to perform their jobs in the most competent manner.

These practices assure the utility will continue to perform
well as it faces the tuture challenges of increasing competition
in the industry. With an excellent record as is tradition, CPS
looks forward to a future that will allow it to achieve even
greater successes. The vears ahead look bright as CPS pledges
to continue to meet its responsibilities to customers to
provide safe and reliabl” natural gas and eiectric service at a
reasonable price and to employ a well-trained, efficient work
force which will remain a credit to the community.

Emp.gat.1E 3



Electric Sales
in Billion KWH*

Gas Sales
In Million MCF*

Electric Generation
by Fuel Iype

n Billion KWH*
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1994

1993

1992

1991

Management's Financial Summary
for Fiscal Year 1994-95

Three

major developments produd

()
good fiscal year for City Pub Service.,

COSt CcCi tainment strateqgies
resulted T ) 1gnificant reduction 1n
operating and maintenance expenses;
anuo

STP returned to service in time to  units, CPS began adding to its inventory

meet the high summer demand when
electric sales reached an all-time record
Units 1 and 2 attained full power in April
respectively, and showed a

and Jurni

significant improvement in perfor

mance aher a vearlong shutdown

which began in early February 1993
Start-up for both units was achieved
atter rigorous inspections by the Nuclear
Regulatory Commission with only
minor repairs necessary during the yeai
I'he NRC reported later in the vear that
STP had improved in virtually all
functional areas and had been effective
in identifying and resolving problemns
During the last six months of 1994
the STP units ranked as the top two
;r!wll!. ing nuclear units in the country

With the availability of the nuclear

Revenue

ot Dollars*

WLQSA
in Milhons

of coal which had declined while STP

was out of service. The shortfall in
the coal inventory also was exacerbated
by decreased shipments of coal caused
by heavy rail traffic from the Powder
River Basin in Wyvoming. Additional unit
trains were placed in service during the
year in an attempt to build up the
inventory in preparation for replacing

the coal dumper in April 1995

) set

Electric sales continued (¢

records, reaching 13.5 billion kilowatt

hours, The 6.1 percent increase in sales

over last year was primarily due to

the hot summer temperatures of 100
9

§

degrees or more for 27 days

Gas sales totaled 24.7 million MCE a
6.1 percent decrease compared to the
previous year. Mild winter weathe:
during December and January affected

the trend in gas ales

Revenue
$893.7 million

Gross revenue of

declined by $37.3 million compared to
the previous year, due to a significant
reduction in the fuel recovery revenue
as a result of lower costs for electric
nd resale gas

generation fuel

summer 1994 temperatures tied

IH [me red ‘w'\in caused in}:!u'! q-h wigl

sales and increased non-fuel recovery

revenues. Revenue from gas operations

3

Appiication of Rewvenue

In Millions of Dollars*

1995
1994 $931
1993 m $847
1992 m $815
3 s

B Operating & Maintenance Expenses
B oent Requirements & Other Interest

City Payment

® Ravenue Available for C

onstruchor

was $14.8 million less than last vear,
principally as a result of lower gas cost
electric

Non

recoveries, but unlike the

aoperation, sales also were down

operating revenue remained essentially

the same compared to last yeat

CPS earned about 85 percent of

its cperating revenue from electric

sales and approximately 12 percent
from gas sales. Other sources of revenue
including interest on investments and
miscellaneous income, made up the
result of

remaming 3 percent. As a

lower fuel and resale costs, the

gas
average revenue of 5.6 cents per kilowatt
hour and $4.45 per MCF were about 8
percent

ind 6 percent, respectively

lower than the previous year

Operating and maintenance expens

es for the fiscal vear totaled $448.2

down $66.6 million from the

I'he

million

previous year lower fuel and

resale gas expenses of $210.5 million
$49.7 million of the

accounted for

Additionally, a decline of

hv\\('r COstsS
$21.3 million in STP operating and
maintenance expenses, other than fuel
contributed to the lower costs. The
benefit of having STP back on line not
only included lower maintenance costs
for the plant but also was a major factor
in reducing the average unit fuel cost for

generating electricity by 27.4 percent




Querating & Maintenance
Expenses
It Milkions of Dollars*®

B Fuel Power & R e Gas Expenses
' r ) & Maintenance

menance

from $1.44 per million BT

to $1.05 per mitliop BTU

Resale gas costs also declined due to

a combination of less demand lor gas

and a 10.7 percent drop in the average

unit price to $2.01 million BTU

per

Non-fuel costs excluding STP increased
by 3 percent or $4.4 million from last

year as management continued cost

containment efforts

e nuclear [lln!ni has ;N"'x“‘.e«1

well since returning to service and

accounted for 32 percent ot CPS gen

eration for the vear. Coal-tueled electri

gener N made up o1 percent while

the remainmg | reent of total

penerator requirements fron

gas and o

| he onstruction expen

ditures increased by cent over last

a result of ts for

expendn eleciric

distribution and transmission anc the

gas distribution systems. Higher costs

for the distribution svstem resulted

maianly from charges to serve n”w

customers. The construction program

relied on revenue from current and

prior years for 40 percent of the

capital expenditures. Commercial paper

linanced 54 percent of construction

costs, while 6 percent ame fro

ustomer contributions

With no major power plant projects
planned, CPS expects to fund iis lowes
capital needs during the next few years
primarily from revenue and commercial
paper. Long-term bonds are expected to
be used periodically to convert out
standing commercial paper to long
term debt in periods when interest rates

are advantageous

During the vear, CPS issued $7

million of refunding bonds which had

been sold at the end of the previous

year for an average iterest rate of 5.0

percent, These bonds were i1ssued to

ance refund $666.7 million of New

Bonds and to convert $65 nndion

« Exempt Commercial Paper (TECP

to long-term debt

'he interest savings
on this particular refunding issue will

produce an estimated net savings ol

$129.5 million in interest over the next

20 years. Thus far, the debt refinancing

program, established with the [985

refunding issue, will net CPS ratepayers

a total interest savings of $409 million

from 1986 through 2015

S continues to maintain the nighly

bond rating by Moody's

SETVICes A\A+ rating

Investor Service and AA bond

ating by

Standard & Poor'’s orporation I he

IECP carries the highest ratings issued

il three rating

dagencies l!l("»t

ratings continue to place CPS

debt

among the highest rated for municipal

utilities in the country, which results

in lower financing cost to CPS and

IS customers

CPS assets of $4.5 billion as of January

11,1995, showed only a slight change

compared with the balances for the

prior year. The most noteworthy change
affected the ending balances at January

995, and January 31, 1994, for 1«

Assets and Total Equity and Liabilities

which were restatec as a result of
implementing a H‘\;unmi accounung
change related to refunding bond reac
quisthion costs I'hese costs were previ
ously included in the balance of Total
Assets and will now be shown as a
reduction of the utility's Liability for Net
Revenue Bonds

I'he utility expects that its strong
financial health will continue as it
combines a commitment to service with
rates that are among the lowest in the
state and nation. During this fiscal vear
residential customers using 1,000 KWH
of electricity incurred bills which were
lower than the average bill during either
of the

previous two vears. Lustomers

have paid less in only four of the

previous ten years. Gas rates also

remained very competitive

fapital Expenditures

In Mithons of Dollars®
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January 31,
1995 1994
M " (In thousands)
UTILITY PLANT, at cost (Notes 1, 3, and 9):
Plant in service —
R R S e O B e R oo R Sl D R $ 4343247 $ 4271014
e TR e O e S L e s T e B 289,582 267472
L R e e S T S P VAR by PR TS e WS S L s S LI 121,047 116,170
I I A RN - - vanacinwra it s ra AR R i VTR b P e Bt 4,753,876 4.654.656
LouS-2COUMMIAIEN AOPIECIAION ... cirieinorrinrirenmnensassrssissersssesnnsssstssssatississsssnasiserenesssntsnsnsens 1,159,599 1,042,183
T N e e e e Ry L T S R S e L 3.594.277 3612473
SNEAOOREONY M T BIERIIONE. .. ... crovasss conrr st prppbiraiionseis svientissonscrminsbodsermssass sedasya s abritnsamdssosnas 148,097 125,619
Nuclear fuel, less accumulated amortization of $93.763 in 1995 and $74,345in 1994 ... 78,312 96,931
ORI T UMM I 1o s a0 it i s by A 3 i S o s e i b st PN 32,735 34,393
BETIEE BRI, B0 o iemristiob s e s b A4 6 e o it Ak Mo b Y 3853421 3869416
RESTRICTED CASH AND INVESTMENTS (Notes 1,2, 3, and 4):
* Bend fund current requirements —
T R QN s AT S R O I Y 843 607
T R R T e e S R s O SO W el L e 17 12
Bond reserve —
L N R Ry (NS el e e e L .y o P B R i 16,728 17,052
e Y NSt S S i Ly | P Sy WP PR R LIy R e 199,826 198.676
Commercial paper redempliin TR .............coocicinsssinmmren sensersessatsassarsaars sisssssnssbanssrasrsrars 56 143
Emprovaments Snd COnBNBORTIOE T . ..o. o iiosmeiirmsianuin viassemsinrsaisbosiiasatssssssgsnressalsiisanisn 110,416 93918
Overhead CONVELSION TUNM.........o cocrirsirinrormsasrmors virsursesresassassssssssnsssasessssvassssssssssns stsaasssasassensns 14,150 0
ConMEICINl PADOT CONREUCHION TN ... .o cvivossismpersiissiinsssrisseraiasssaasss irasmmvoransnssasbisnisrsrebpnss 3,053 19,067
o R ISR S e e e e ) S s el T e T e it 15,637 17,266
Total restricted cash SNt INVEBIMBNLE . ......ciioeimsrssmssaisressnsasisssnisssssnsasssssssimeistsrssyars 360,723 346,741
CURRENT ASSETS:
Cash and temporary investments (Notes 1 @Rd 2) ........ccoovovivoreciiioiiiniininiimininiimimiesssiiins 41,881 38,515
Cash restricted for customer service deposits PAYADIE ... 25,569 24,608
Cash restricted for payment of construction retainage payable ... 0 21,739
Customer accounts receivable, less allowance for doubtful accounts
of $2,638 in 1995 and $2,853 in 1994 ... T SR Pt R = 48,929 56.698
T N e S o S SR I S e S s by sg e LA i s 5,336 2,183
Inventories and suppiies, at average cost —
Materials and supplies.........ccconnn, S ST IR A Lt B I T S 56,85 55,243
o T T TR e P e R e SR S e e S e L S G e e 22,804 21,167
IPRRIIRG IME I .o st niberusensutysbiibetsint bR onspasscbakeh B S P s T s b b B 4,177 6,368
T T L R O S, BT SR e R i R i TR B el 204,981 226,521
DEFERRED DEBITS AND OTHER (No108 § GRA ) .......ccociumisismsiverssssmmssseissssisisssispssibanssiarisasis 40,838 32.945

$ 4475623

The accompanyeny notes ave an iniegral part of these financial statements



January

| 1995
\ Equity and Liabilities :
LONG-TERM DER
Revenue bonds (INot [ . f.and 4
INd sene “
New seri

Deductions

13,500
38,115

"o

(78,026)
(271.483)
(201,180)
2,926

Unamortized discount on new series bonds

Unamortized discount on capital appreciat honds

Unamortized costs of bond rea JUiIsHon

e

Revenue bonds 1l

Comunercial paper (Note S 264,806
Long -ter i ’ 2,465,726
EQUITY
\‘,[n priated \ \Tt \
Bond fun irrent requirements
Old serx 843
Mow send 17
H mia I \
Old se 16,728
Ni erl 147,368
A nm paper demption fund 56
"H‘r': i<t \ m i ] ll".“lﬁ
() rhead [§ fun l".l.;"
! \ppropriated LI N 289,578

Kemvested earning l.-‘Sfl.;""‘
1,746,084

u u u | 81810
Current portio | mmercial pap redemp { i‘),-‘“’
\ccounts pavable and accrued liabiliti 74.243

y Litig ) ent | [ hi ustomers (Now 0
Construction retainage p ! L]

{ LOMY lepo 25.569

F'otal curr liabilit 198,322

DEFERRED CREDITS ANDR OTHER (Note

L ustomer ady anct l".~::

(thet 39.109
49.831

COMMITMENTS AND CONTINGENCIES (Nores 3, ¢ /. and 0

FOTAIL

$ 4.459.963

1994

26

2 696

146

-

]

.”\(l

YY)

7.454)

71.062)

141)
5§13
100
K13




Statements o Revenues and Application of Revenues

Years Ended January 31,
1995 1994
REVENUE (Nate 1 ): (In thousands)
T R e B L B e SR R W e S U AR e s e $ 757937 § 781661
T T L S e e e PR n = e, TS SR s R 110,694 125,491
B Sy SR BTNy L A0 ISR R 1= NOL T AT S e : 24,525 23,353
T T S e R e SIS e RN A i o S R AR 893,156 930.505
EXPENSES (Note 1):
Fuel, purchased power and resale gas............ccoonninininiinnin A PR R AP 210,503 260,215
T TR T e R S e e SR O 164,885 166,054
T e R e e P S R LT e e R R e 72,848 88,528
=T T O M R O B o R A SR S gL RS eS  SRRe N dasche 138,939 136,957
IRTORE RTINS RIS ..o i o rm s ek etvsssss F At ek b SRR ST ESAS 181,788 196,017
Allowance for interest used during construction (Deduction).... ... e v, (3.072) (1.977)
Tax squivalent 10 City of San Antonio (NOTe 8) .........cuvvinimiiaisatmeinmessossmssmsiomnss 12,736 11.817
T T R e m S S e e R VR M M LGSR T R ek S e ST 778,627 857,611
BEXCESS OF REVENUES OVER EXPENSES ... laveiaimssmnisussissosisssissibingiotayns 114,529 72,894
ADD:
EDRINORINIAEIN. ... . o oviiinisorpianmn A o s S H FiR A R A TR R e KAt ) 138,939 136,957
Amostization of discount on capital appreciation bonds... ... 15,579 14,529
Amortization of bond reacquisition costs and debt ISSUE EXPENSES. i 18,437 14 870
AmOortization 07 disCoOUnt 0N NEW SETIES DONAS .........ooiiiiiiiiiiie i cnieesiisiar e siameessesseessias 5,474 5,802
DOEE CREL DRI CORIE . . ici0: 5mecoomassiseivenivsomesnmsosstessiisssisipin ssnesavbinpinesasaassns = 2L o 0 852
Interest requirements On NEW SETIES DONAS ..o 129899 150.588
Interest requirements for commercial paper redemption ... 5,982 2,686
AVAILABLE FOR APPLICATION........covstimsesusisesnsiassonssnssarsissssasssspibissassinsosan R rer AR $ 428839 § 399178
APPLICATION:
To pay long-term debt requirements (Note 3)
Old series bonds —
T R R S GO £8P AE T gt 0 LS P O $ 12238 ¢ 13,112
DN PEREIVE TEIOBRORTIINNY .. sichosssebesianssivinstiasasssreredassminssois i b @rsbinsssbinst FaYs o4 A LssA fumtbghibs (327) (346)
To improvements and contingencies fund
Minimum requirements (12 1/2 percent of ross reVente) ... 111,643 116,313
Additional cash payments to and services for the City of San Antonio (Note 8) ..., 107,116 113.065
To improvements and contingencies fund
BN OF BV AT HIIE SR DOWBEIIG. <. .o i iosnsvnbrirtivoobeabinsransss snd Anprceis s w5 KT o NS RERTRAER LIRS VRSO RS 198171 157,034
e L 8w T R L T N s e e Lo, Do SRR T SR $ 428839 § 399.17%

The accompanving notes ave an iategral part of these financial statements



Am ' »“"M ges in Equit

B
Years Ended January 31,
1995 1994
mamwmunmmm old series bonds: (In thousands)
Mdlm--'fmmpum& fadeblxcrwcc G A AR P n et AL v M A TIH 14913 16,717
Deductions -— Paymdoldwpmmpnlmdnumu e R (14.677) 116,326)
Balance, end of year.... IR s K43 $ 607
RESERVE. o0id senes hmds
, beginming of year ... P RO s S A s 17,308
Addiions Allucuenmmmmm BTSN (ool b T S O 1,067
Deductions — Far current requirements ... (L413)
Balance, end of year .. & S 17,0852
BOND CURRENT KﬁOUlRFMl'hTS New Sernes bumh

Balance, beginning of year e TS R D W SR L e e $ 0 % 0
Additions ~— From ummmcm and ummgcmns hmd for debi service ..o 194,496 234,395
Deductions — Puymcm of new series ;mmpnl and nterest ’ (194,479 (234 395)

Balance. end of year... cvishs 5 3. § 0

BOND RESERVE. new senes NM\

Balance, beginming of year ... . o e RS T e s 146,218 S 159,807
Additions — From mwwemcmx amd ummguum lund hu dt.‘hl VD s i o G i ot i 1.150 1,239
Deductions — For bonds called Ryt 0 (14.828)

Balance. end of year .. $ 147,368 S I‘biZIS

COMMERCIAL PAPER RFI)EMPH()\‘ ﬂ mD

Balance, begmning of year . 2k $ 143 S 0
Additions — From cmgmwmwm\ and CONNEENC ks (und for pnnuwl and interest . 22,798 8429
Deductions — Payment of pnnnpul and Ierest .. L AN (22,882) (K.286)

Brtance. end of vear.. - : - 5 6 s 143

OVERHEAD (“()NVI*RSK)& H M)

Batance. beginnimg of Year . ..o N 0 S 0
Addhitions — From improvements and unumgmuc\iund ; 14,150 ]
Deductions — Payment of overhead conversions .. 0 0

Balance. end of Year..........oivoioimon A $ 14,150 $ 0

IMPROVEMENTS AND CONTINGENCIES FUND:
BbNCe. DORINNNG OF JORT ... costiseaiiisrumiossinmisinsty sassssbiimsssiosmsd s rfesios absubss s isaasnss $ 93918 S 111,770
Adgditions —
From application of revenue —
Minimum reguirement (12 172 percent of gross revenue) 111,644 116,313
Balance of available net revenue ... A e se Lerce 198,171 157,034
Deductions -
New series bonds —
Additions 10 reserve .. T (L,150) (1.239)
PO OF BN BINOIERL .. i oo s sesinnsicnsstrsedassissinasessssiussisomssrineastashs (129,899 (150,588
Payment of Bond PORCIIAL ... i 4,597) (66.460)
Commercial paper ——
Puyment of commerciul paper redemption imerest ..., (5,982) (2.686)
Payment of commercial paper redeemed . el e i i (16.990) (5,600)
Deductions (additions ) to commercial pnpcr I'B‘k‘"\[ﬁl(\l‘ fund . 87 (143)
Construction expenditures i ‘ (60,726} (64 481%)
Transfer to overhead conversion !uud (14,150) 0
Total ..o T MY 291.199)
Balance, mnd of yoar.. b 110416 5 Y3018
REINVESTED EARNINGS:
Danon, BEIINBNG OF PRUE ......ccoioviiribanioniiniehssinnspoinipiaretisrpavess $ 1480732 S |, 489651
Addiions —
From mmprovements and comtingencies fund —
For construction ... ’a i Eaass ept e i e R e i T R LS E R B SENRLL brepet sy 60,726 64,483
For new sencs bonds prmupst puymtma 64.580 66,460
For commercial paper principal payments ... 16,900 5.600
From application of earmings —
For old series bonds principal payments. 12,000 12.720
From new series reserve funds used (o call bonds .. 0 14 82K
m LRSS NS ST S T L, SO Y lg’& 164 091
Deduonons ——
Deprociation ... A T TR L g = AR AR 28 ol ot e (138,939, (136957
Anmummm dnumm mupuulawtmmm h(mdy. et e e P L T et s crinton ot el reinisoiasrydad i (15,579) (14.529)
Amortization of bond reacquisition costs and debt issue ¢ Kpt.m&(‘\ BTSN T ST LSRN i - 2 (IR A3T) (14870
Amortization of discount on new senes bonds . 1 (5.474) (5.802)
Bond call premiam costs. . 0 (R82)
Total ... 178,429, (1730100
R M Gl I covve s ks imassanin L o byt TS A S e eEa b el bR PSS PR oS s ! Iw 5 mmw

VThe aooompanying notes are s mmtexrai part of these finang sal swatements
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Statements of Cash Flows

Years Ended January 31,
1995 1994

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

EXCESS OF TOVENUES OVET @XPEISES .....cvovisiiisarsesasnrasasnsssiessebssonriessssibsessesssssssisessssssssssssssarsssessssss $ 114529 5 72894
Nonrevenue related items
Bond call premium COSTS .o L B A e e 0 852
Noncash items include | —
Allowance for inter st used dURINE CONSIUOION ... ..o esiassensessesseseseses (3072) (1.977)
T T R N SO LSl OO O B A SRy 138,939 136,957
Amortization expy nse ——
Bond reacquisation costs and debt 1S80€ CXPENSES. ... ..o e 18,437 14,870
Discount o', new series bonds...........cccrmmiriienissminseeeres R e e Lt e 5474 5,802
Amortizatic a of discount on capital appreciation bonds ... o T 15,579 14,529
Additional ¢ ash payments to and services for the City of San Antonio............ooeiviiiiininninn. (107,116) (113,065)
Changes 0 current assets and current Habihities INOIE [)....c.coocoriiiiiviiiiiniiniinrecinsssiscanns (19,792 44,684
Proceeds f/om freight tigation SERIBMENT ....... ... aissinssesossereresisesesmsessens 0 9,601
Refund of freight litigation settlement benefits payable 10 CUSIOMETS ...oviiiiiiiiinionnns i8.814) (9,324)
LRNCYEREP ) BOOTEANE AN OFIBY BEBBIE 1. 1o bosives iinmanesinssaisaas sassiseans cdonstabosmexsvantins sybassvastasasnase thsiabnins 12,738 9.012)
increane (ocrease) in Other RADIMIIEE. . ... ccooouisieriinmismrasnssciasonseomsss dncessssivonibonrebsssinisnsonsspantos (3,755) (20,185)
Net cash provided by OPErating QCHVILIES .....c.oviiimiiiiiaiisenrsissorsissieserassssesseisnessisssnss 163,234 146,626

CASH FLO WS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

R T e el st R e L L S SO (149,704) (126,568)
Allowan e for interest used AUINE COMSIUCTION .....o.oiiiii i iatieinsesiaseseesscsssessssereres 3,072 1,977
Contribinn ons in aid and customer advances for COMSIUCTION. .........oviiiairiieiieirasiaisinearneies 9,402 7.082
Y g U T T e N T e M L = i R ST L1 st SO (1 777,700 0
T T T T N NG MR L R (S O T ST PR OO R T T 65,000 274,000
Defeasance or call of boads ............. S ATR T . L LT AT M e L e R e A (666,745) (232,250)
EIASINOR OV DOMMIMIEERES IO - v i ossnsenisnsiisisiomsntss somsisssneissompstmioniisorisssonnsms rissmoabhentortsinmes (65,000) 0
PURCIDR! PAYINIEIIE ON PEVERUE B0 . ivcuiiriisicnisoesersssomsarsisisiaiapsisadoasionsesibats absiatssrassusss bessspoasio (76,580) (71,905)
T T T N ST L NS S NS R ST e RN (16,900) (5.600)
Excess of reacquisition amounts over principal of bonds refunded in advance ... (46,011) 0
T T R el S e A e S A LR e e (898) 0
Net cash used for capital and related financing aCUVIIES ..o (166,664) (153.264)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ..ot $ (3430) $ (6,638)
CASH, CURRENT RESTRICTED CASH, AND TEMPORARY INVESTMENTS:
T A A S W, 1l ELU e B SR AT, ol TR B $ 84862 S 48,806
B8 Of YOR..c.c..iovisiisnineine AT AR 1P WA oL, CM N sl i o, e A L M, T Ty P o 67,450 84,862
T T A g O PN VL TS T O I W L R (17,412) 36,056
RESTRICTED CASH AND INVESTMENTS:
T e R e e Sl R L L SN - P S 346,741 389,435
T T I BE SRR e HUC TN e .. ek W eSO UNCRC) TR MR | [ ot R WA e 360,723 346,741
Net increase (ECTease).........ovvcivirireirisorsinisess b F ot ST e SO 8 1, = 5 S0 L o 13,982 (42,694)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ..o, $ (3430) $ (6,638)

The accompanying woies ave an integral part of these financiad statements
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NOTES TO FINANCIAL STATEMENTS JANUARY 31, 1995 AND 1994

1. Significant Accounting Policies

ORGANIZATION — City Public Service (CPS), a
municipal utility owned by the City of San Antonio (the
City), provides electricity and natural gas to San Antonio
and surrounding areas. As a municipal utlity, CPS is
exempt from payment of income taxes, state franchise and
sales taxes, and real and personal property taxes. CPS
provides certain payments and benefits to the City as
described more tully in Note 8.

BASIS OF ACCOUNTING ~ The financial statements of
CPS are presented in accordance with generally accepted
accounting principies for rate-regulated enterprises. The
accounting records of CPS follow the Uniform System of
Accounts for Gas and Electric Utilities issued by the
National Association of Regulatory Utility Commissioners.
Also, CPS has elected not to follow the pronouncements of
the Financial Accounting Standards Board (FASB) issued
after November 30, 1989, which 1s an alternative of the
Goverrmental  Accounting  Standards Board (GASB)
Statement No. 20, Accounting and Financial Reporting for
Proprictary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting. This election avoids
conflicts created when the FASB issues standards that
conflict with GASB pronouncements. Certain prior period
amounts have been reclassified for compaiative purposes.

FISCAL YEAR - The fiscal year ended January 31, 1995,
15 referred to herein as 1995; the fiscal years ended January
31, 1994, and January 31, 1993, as 1994 and 1993,
respectively.

REVENUE AND EXPENSES — Revenue is recognized as
billed on a cycle basis. Rate schedules include fuel and gas
cost adjustment clauses that permit recovery of fuel and gas
costs in the month incurred. CPS recognizes fuel and resale
gas costs on the same basis as it recognizes revenue.

CPS amortizes its share of nuclear fuel for 1. - South Texas
Project (STP) 1o fuel expense on a unit-of-production
method. Under the Nuclear Waste Policy Act of 1982, the
federal government assumed responsibility for the per-
manent disposal of spent nuclear fuel. CPS is charged a fee
for disposa’ of spent nuclear fuel, which is included in fuel
expense, in the amount of $.00094 per generated kilowatt
hour (KWH) for its share of eiectricity produced by STP.
For further discussion regarding the STP, see Note 9.

UTILITY PLANT - Uulity plant is stated at the cost of
construction, including costs of contracted services, direct
material and labor, indirect costs, including general
engineering, labor and materiai overhead, and an allowance
for interest used during construcion (AIUDC), CPS
computes AIUDC using rates representing the cost of
borrowed funds on projects estimated to cost in excess of
$250,000. Retirements of utility plant, together with
removal cost less salvage, are charged 10 accumulated
depreciation. The maintenance of property, as well as
replacements and renewals of items determined to be less

than a unit of property, are charged to maintenance
expense. General utility plant assets consist of land,
buildings, and equipment for general and administrative
purposes that are used canmonly in electric and gas
operations.

CPS computes depreciation using the straight-line method
over the estimated service lives of the various classes of
depreciable property as determined by periodic engineering
studies. Depreciation as a percentage of average depreciable
plant was 2.95 percent in 1995 and 2.97 percent in 1994,

RESTRICTED CASH AND INVESTMENTS — These
funds are generally restncted as to use for other than
current operations or are designated for expenditures in the
acquisition ¢+ construction of non-current assets. Funds
consist primarily of debt service and reserves required for
Old and New Series Bonds and commercial paper, and
funds for future construction or contingencies. The
Overhead Conversion Fund was established in 1995, This
fund includes 1 percent of the prior fiscal year's electric
revenue from cities in the CPS service area. The current
amount represents the unused balance from the 1995 and
1994 revenues. Customer assistance program funds,
insurance reserves, retuinage on long-term construction
contracts, and short-term investments of tax-exempt
commercial paper proceeds are also included in this
category.

Investments are stated at cost which approximates market
value. The specific identification method is used to deter-
mine cost in computing gain or loss on sales of securities.
Amortization of premium and accretion of discount are
recorded over the terms of the investments,

DEFERRED DEBITS AND OTHER - These amounts
consist primarily of the unamortized balances of debt
issuance expenses, nuclear fuel assessment and STP
litigation settlement. Amortization is recorded over the
period of the outstanding bonds. Also included are assets of
an employee deferred compensation plan held by a trustee.
Unamortized cost of bond reacquisition was previously
recorded as a deferred debit; however, with early adoption
Reporting for Refundings of Debt Reported by Proprietary
Activities, it is now reported as a deduction from the debt
liability (reference footnote No. 4).

DEFERRED CREDITS AND OTHER - These amounts
consist primarily of liabilities relating to employee deferred
compensation, nuclear fuel assessment, Project Warm, and
customer advances for construction. Operating reserves for
property insurance and injuries and camages are also
included in this category.

STATEMENT OF CASH FLOWS - For purposes of
reporting cash fiows, CPS considers all highly hiquid debt
mstruments purchased with a maturity of approximately
three months or less o be short-term investments. Accord-
ingly, CPS’ temporary investments and restricted cash and



mvestments are cash equivalents. No material noncash
investing or noncapital financing transactions occurred
during 1995 and 1994,

To determine net cash provided by operating activities, nel
earnings have been adjusted by changes in current assets
and current liabilities, excluding .oanges in cash and
temporary investments, current maturities of long-termdebt,
and litigation settlements benefits receivable and payable.
Changes shown as an (increase) decrease in current assets
and as an increase (decrease) in current liabilities are as
follows:

s .. 5
in thousands )

Custormer accouns receivirtble $ e 8 6210
Onher receivables, net of current maurinies of

htigathion settiements benefils recevable (3154 K4
Inventones and supplics 12679 7089
Frepayments and other 2191 Ay
Accimnts paysble and acorued habelties {A08) LR
Conaruction retimnage puyshie 121,739 2.1%
Custommer service deposins I s
Changes in current assets and cunrent babilines S (10700 8§ a6

Cash interest paid by CPS, net of AIUDC, was $139.695
and $163.913 in 1995 and 1994, respectively.

2. Cash and Temporary Investments

CPS cash deposits at Januvary 31, 1995, and 1994, were
entirely insured or collateralized by banks for the account of
CPS. For deposits that were collateralized, the securities
were LLS, Government obligations held in book entry form
by a third party in CPS' name. CPS’ cash carrying amounts
were $5.1 million at January 31, 1995, and CPS' bank
balances were $10.2 million also at year end.

At January 31, 1995, and 1994, CPS’ investments, both
resinicted and unrestricted, were all in US, Government
obligations and were held in book entry fonm by a third
party i CPS™ name. CPS’ investments are generally limited
by Trust Indenture, Ordinances, and State Law to U.S.
Government or US. Government guaranteed obligations,
Investments carned at amortized cost plus accrued iterest
were $423 1 million with a market value of $419.9 million
at January 31, 1995, Investments carried at amortized cost
plus accrued imerest were $416.9 million with a market
value of $421.9 million at Japuary 31, 1994,

3. Revenue Bond Indenture Requirements

The trust indenture executed by the City in conjunction with
the issuance of the revenue bonds dated February 1, 1951,
through August 1, 1974, (Old Series Bonds) contains,
among others, the following provisions:

(1) Al of the assets of the gas and electric systems,
togesher with the net revenues of the systems, as defined,
are pledged with the Harnis Trust and Savings Bank of
Chicago, Ilinois, as Corporaie  Trustee, to secure the
payment of the Old Series Bonds.

(2) Gross revenues of the gas and electric systems
shall be applied 1o (a) expenses of operating and main-
taining the systems, (b) debt service and reserve require-
ments on the Old Series Bonds, (¢) payment of an “in lieu
of tax” amount to the City [1ax equivalent], (d) an amount
equal to 12 1/2 percent of gross revenues to the im-
provements and contingencies fund, (e) additional benefits
and payments to the City to bring City benefits and pay-
ments o 14 percent of gross revenues, (f) additional
payments to the improvements and contingencies fund unti!
such fund equals 20 percent of the value of fixed capital
assets, and (g) the balance 1o a surplus fund.

(3)  The following funds are established: (a) general
fund. (b) improvements and contingencies fund, (¢) bond
construction  fund (containing the proceeds of revenue
bonds), (d) principal and interest current requirements
(comaining the monthly payments of annual debt re-
guirements), and (¢) bond reserve fund (containing an
amount equal to the next fiscal year's principal and interest
requirements ). These funds may be invested with authorized
depository banks or in U.S. government securities.

Beginning with the fiscal year ended January 31, 1976, new
series electric and gas svstems revenue improvement bonds
(New Series Bonds) were issued. These bonds are junior
and subordinate to the Old Series Bonds. The bond
ordinances authorizing these issues provide that no further
bonds or obligations will be authorized or issued under the
terms of the trust indenture for Old Series Bonds. While any
of the Old Series Bonds are outstanding, the New Sc s
Bonds are payable solely from the net revenues of the
systems (1) deposited and avatlable for deposit in the
improvements and contingencies fund and (2) from funds
payable to the City. At such time as the trust indenture
covering the Old Series Bonds becomes inoperative,
revenues will be apphied as follows: (a) for maintenance and
operating expenses of the systems, (b) for payments of the
New Series Bunds, (¢) for the payment of any obligations
inferior in lien 1o the New Series Bonds which may be
issued, (d) for an amount equal to 6 percent of the gross
revenues of the systems to be deposited in a repair and
replacement fund, (e) for cash payments and benefits to the
City not 10 exceed 14 percent of the gross revenues of the
systems, and (f) any remaining revenues to the repair and
replacement fund. The New Series Bonds ordinances
require that a bond reserve fund at least equal to the average
annual  principal and  interest  requirements  of all
outstanding New Series Bonds be established,

As of January 31, 1995, bond reserve requirements for the
Old Series Bonds and New Series Bonds have been met.




4. Revenue Bonds

A summary of revenue bonds 1s as follows:

Weighiod- Average
Inerest Raute
on Outsianding
Bonds at January 31
Matusities  January 11, 1995 1908 1994
tIn thimesands )
OM Series,
1974 1996 - 1997 7 0 S 250 8 KIS0
New Series Senal Boods,
977 - 1994 1996 - 2017 SHOS * 2 UM 610 2258238
Unamortized New Senes
Bonds issue discount (780026 (K7454)
New Series Capital Appreciation Bonds,
1989 and i1 2002 - 2012 502 565 SO2 565
Uniamontizod Capital Appreciation
Bond discount (271,483 ) (287,062 )
S807 JARIOI6 2424 5%
Less: Current matanties of bonds K1 £10 76.580
Unamonized cost of bond reacguivition 20,180 16K 44
Revenue bonds. net
of curment matuntses $2200026 $2.179513

* All new series bonds, including capital appreciation bonds.

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

Principal Due
Year Old Sernes Bonds New Senes Bonds Total
1996 $ 1,75 5 69,060 $ RIBIO
1997 13,500 73,200 £6, 700
1998 9,645 90.6-5
19909 - 91.655 91,655
2006 - 100,090 100,080

In prior years, CPS refunded certain previously issued and
outstanding New Series Bonds through the issuance of New
Series Revenue Refunding Bonds. The refunded bonds ond
related trust accounts are not included in CPS financial
statements. At January 31, 1995, portions of the bonds (in
thousands) which have been defeased were still outstanding
as follows:

Fiscal year 1987 refunding...........cooviceiiinrinin, $ 79,350
Fiscal year 1988 refunding................ccooo0. S 38,125
Fiscal year 1990 refunding...........c...coovciniinnna, o 228,700
Fiscal year 1992 refunding............cccoiinr v, 4,100
Fiscal vear 1993 refunding............cccovimrmerarannen 186.405
Fiscal year 1995 refunding............oocovnininiinn 102,340

In 1995, CPS issued $777.7 million of New Series 1994
Revenue Refunding Bonds at an average interest cost of
5.01 percent, with delivery on February 23. 1994, These
bonds were issued to redeem $666.7 million in certain
outstanding New Scries Bonds and $65 million in Tax
Exempt Comm. Paper (TECP). The New Series Bonds
issued were & alhon more than the amount of bonds and
TECP refun. | and were used to establish the escrow fund
for the redecined bonds and pay the cost of issvance. The
result was interest savings, fixed long-term bond rates, and
restoration of a portion of CPS' borrowing capacity under
the Commercial Paper Program. The refunding transaction
resulted in cash flow savings of $126.5 million, which

equates 10 a present value savings of $89 million, or 13.3
percent of the refunded bonds.

The New Series Bonds issued during 1995 included $37
million of London interbank Offered Rate (LIBOR) Floater
Bonds, the rates on which are reset semi-annually. CPS
entered into a rate hedge contract with a counterparty which
resulted in the LIBOR Floater Bonds being a fixed rate
payment obligation for CPS. At the option of the
bondholders, $36 million of the LIBOR Floater Bonds were
converted to fixed rate obligations during the fiscal year,
with the remaining $1 million being converted by the
bondholders to fixed rate on February 1, 1995. The stated
converted rates are higher than CPS' contract fixed rate.
During the fiscal year, CPS was exposed to minimal market
risk. This risk 1s equivalent 1o the difference between CPS’
contract fixed rate and the converted fixed rate on these
bonds for one imerest period. CPS does not anticipate
nonperformance by the contract counterparty, who is rated
AAA by Standard & Poor's Corporation.

In 1995, CPS elected early adoption of GASB Statement
No. 23 which includes unamortized cost of bond
reacquistion as a reduction of long-term debt to be
amortized over the life of the refunded bonds. The 1994
statements have been restated to reflect this changz.

5. Commercial Paper

In October 1988, the City Council of San Antonio, Texas
‘City Council) adopted an ordinance authorizing the
issuance of up to $300 miilion in TECP. This ordinance as
amended provides for funding to assist in the financing of
eligible projects, including fuel acquisition and capital
improvements to the utility systems (the Systems), and to
refinance or refund any outstanding obligations which are
secured by and payable from a lien on and/or a pledge of net
revenues of the Systems. The program’s scheduled
maximum maturities will not extend beyond November |,
2028,

The amount of outstanding TECP at January 31, 1994, was
$298.4 million. During 1994, CPS issued $211 miilion of
TECP io call long-term bonds. CPS has self-imposed a
schedule to pay off the balance of the principal used for the
redemption of long-term debt. Under this self-imposed
pavback, $16.9 million of the $211 million was redeemed
during 1995, and $5.6 million was redeemed during 1994,
In 1996, the principal payment scheduled is $16.7 million
with similar amounts scheduled for the following four fiscal
years. In 1995, $65 million of TECP was sold to fund
construction costs. As of Janiary 31, 1995, $281.5 million
in principal amount was outstanding, with a weighted-
average interest rate of approximately 4.03 percent and an
average life of approximately 74 days,

The TECP has been classified as long-term in accordance
with the refinancing terms under a revolving credit agree-
ment with a consortium of banks which supports the com-
mercial paper. Under the terms of the agreement, CPS may
borrow up to an aggregate amouni not to exceed $300
million for the purpose of paying amounts due under the
TECP. The credit agreement has a term of two years,
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currently extended until November 1, 1996, and may be re-
newed for additional periods. There have been n. bor-
rowings under the credit agreement as of January 31, 1995
The TECP is secured by the net revenues of the Systems.
Such pledge of net revenues is subordinate and inferior 1o
the pledge securing payment of the Old Series Bonds, the
New Series Bonds and any New Series Bonds to be issued
in the future.

6. Benefit Plans

CPS has a self-administered, defined-benefit contributory
pension plan (Plan) covering substantially all employees
who have completed one year of service. The Plan assets are
held in a separate trust that is periodically audited and
which statements include historical trend information,
Generally, participating employees contribute 5 percent of
their total compensation and are normally fully vested in
CPS® contribution after completing 15 years of credited
service. Normal retirement is age 65; however, early
retirement is available with 25 years of benefit service,
Retirement benefits are based on length of service and
compensation, and benefits are reduced for retirement
before age 55.

The total empioyer and employee pension funding, which
includes amortization of past-service costs using the unit
credit cost actuarial method, is summarized as follows:

1995 1994
{In thousands)
Employee comributions ... § 0 5742 5 5S4
CPS comributions ..., 13971 16,160
Total contributions.......... ... iesiina $ 19713 $ 21.657
Covered payroll ..o $ 1IK178 $ 113,139
S =i —
Total payroll ... . $ 125132 $ 119122

The actuarially determined contribution requirement as of
December 31, 1994, was computed using an assumed rate of
return of 8.5 percent, For 1995 the past-service cests were
amortized over 20 years, as compared to a 30-year
amortization for prior years. A significant factor in the
decrease in employer contributions from 1994 to 1995 is a
change in actuarial assumptions. Among the changed
assumptions was the use of a different montality table for
active and retired lives, which changed from the 1975
Group Annuity Mortality Table to the 1983 Group Annuity
Mortality Table. Additional assumptions were a decrease in
the Social Security Taxable Wage Base, CPI and Cost-of-
Living assumptions, and maodification of retirement,
termination, salary scale and overtime rates.

CPS contributions have amounted to 118 percent of
covered payroll in 1995, and 14 percent in 1994 and 1993,
Of the amounts contributed during years 1995, 1994, and
1993, approximately $13.4 million. $12.9 million, and
$12.8 mithon, respectively, was to fund the normal costs of
the Plan each year. The remaining contribution in each year
was 1o tund the amortization of the unfunded actuanal
accrued hability,

GASB Statement No. §, Disclosure of Pension Information
by Public Employee Retirement Systems and State and

Local Governmental Employers, requires that a pension
benefit oblization be measured using the actusrial present
value of credited projected benefits, as adjusted for projected
salary increases. This measure is independent of the
funding method used to determine contributions to the Plan;
however, the significant actuarial assumptions used to
compute the contribution requirement are the same as those
used to compute the pension benefit obligation.

Under GASB No. 5, the following renresents CPS’ pension
benefit obligation (in thousands) as of December 31, 1994,
and 1993:

) 1903

For metrees, beneficunes and mactive

PArICipants s . ; $ ISR $ 13759
For active participants
Employer mnd employee-financed
vested henefits . - ; 214322 203,542
Employer-financed ponvested benefits 54 084 53,585
Total pension henefit obligation ... 423,280 304,728
Net assets svailable for plan benefits
tat tar market value) e 357 591
Untunded pension henefit obligation $ 72358 $ M

Net assets available for plan benefits were 83 percent of
total pension benefit obligation in 1994, as compared with
91 percent in 1993 and 89 percent in 1992. Unfunded
pension benefit obligation was equal to 61 percent of annua)
covered payroll in 1994, as compared with 33 percent in
1993 and 37 percent in 1992,

Prior to GASB No. 5, CPS reported the Plan status as the
actuarial present value of accumulated plan benefits. Under
such method, the actuarial present value of accumulated
plan benefits using an assumed rate of return of 8.5 percent
was $313,021,000 at December 31, 1993, At that time, net
assets available for plan benefits were $357,591.000 at fair
market value. As of December 31, 1994, the actusrial
present  value of accumulated plan  benefits  was
$334,541,000. This value compares to the net asset value of
$350,922.000 as reported above.

Employees who retired prior to 1983 are receiving annuity
payments from an insurance carrier as well as receiving
some benefits directly from CPS. CPS costs for 1995 and
1994 were $542.000 and $586,000. respectively, and were
recorded when paid.

Deferred Compensation Plan

CPS offers its employees a deferred compensation plan
created in accordance with Internal Revenue Code Section
457. The plan receives no contributions from CPS. It s
available to all CPS employees and permits them to defer a
portion of their salary until future vears. Funds are managed
by anindependent trustee. The deferred compensation is not
available 10 employees until termination, retirement, or
death, or due to an unforeseeable emergency.

All amounts of compensation deferred under the plan, all
property and rights purchased with those amounts, and all
ncome attributable 1o those amounts, property, or rights are
(until paid or made available to the employee or other
beneficiary) solely the property and rights of CPS (without
being restricted to the provisions of benefits under the plan),
subject only to the claims of CPS' general creditors.



Participants’ rights under the plan are equal to those of
general creditors of CPS in an amount equal to the fair
market value of the deferred account for each participant.

It i« the opinion of management that CPS bas no hability
for losses under the plan and that it 1s unlikely CPS will use
the assets to satisfy the claims of general creditors in the
future,

7. Other Postemployment Benefits

CPS provides certain health care and life insurance benefits
for retired employees. All former CPS employees are
eligible for these benefits upon retirement from CPS. The
annual cost of retiree health care and life insurance benefits
funded by CPS is recognized as an expense of CPS as
employer contributions are made to the programs. These
costs approximated $1.755.000 and $1,788,000 for 1995
and 1994, respectively. In addition, beginning February 1,
1993, CPS reimbursed $36.60 per month for Medicare
supplement for certain reurees and their spouses enrolled in
Medicare Part B. Effective January 1. 1994, this amount
increased to $41.10, and 1o $46.10 effective January 1,
1995,

Retired employees and covered dependents contributed
$701.000 and $654.000 for their health care and life
insurance benefits in 1995, and 1994, respectively. In 1995,
there were approximately 1,578 retirees and covered
dependents eligible for health care and life insurance
benefits, as compared to approximately 1,535 in 1994,

In view of the potential economic significance of these
benefits, CPS has reviewed the present value of the
postemployment benefit obligations for current retirees. The
January 1, 1995 valuations are $52.4 million for health and
$13.1 million for life insurance benefits. The actuarial
aanalysis of the present value of postemployment benefit
obligations for other participants fully eligible for bonefits
are estimated 10 be $33.2 million for health, $87.000 {ur life
msurance and $1.4 million for disability benefits. CPS
began partial accrual and funding of projected future
benefits in 1992, Funding totaled $5 million per year 1995,
1994, and 1993,

8. Payments to the City

The trust indenture provides for benefits and services
totaling 14 percent of CPS gross revenues, as defined, to be
paid or provided to the City. Payments to the City for 1995
and 1994 (in thousands), based on allowable revenue, were
as follows:

1995 1994
Tax equivalent ..., — $ 1273 § 11817
Refund gas and electng services 16,163 16,464
Addimonal cash payments. 90953 96601
Addimonal cash payments to and -
services for the Uity of San Antonio 107,116 113,065
Total peyments to the City . $ 119852  $124 BK2

9. South Texas Project (STP)

CPS is one of four participants in the STP, which consists
of iwo 1,250-megawatt nuclear generating units in
Matagorda County, Texas. The other participants in the
project are the project manager, Houston Lighting & Power
Company (HL&P), Tentral Power and Light Company
(CPL). and the City of Austin (Austin). Under the terms of
the STP Participation Agreement, each participant provides
funding for its share of construction and operating
expenditures. Full power operating licenses were issued by
the Nuclear Regulatory Cominission (WRC) on March 22,
1988, for Unit 1 and March 28, 1989, for Unit 2. In-service
dates for STP were August 1988 for Unit | and June 1989
for Unit 2. CPS’ 28-percent ownership in the STP
represents 700 megawatts of plant capacity. At January 31,
1995, CPS' investment in the STP unlity plant was
approximately $1.9 biliion, net of accumulated depreciation.

LITIGATION ~ The participants in STP have made
claims against HL&P regarding the performance of its
obligations as Project Manager during construction of STP
~ Austin by suit filed in 1982, and CPL and CPS by call for
arbitration made in 1988 in response to HL&P's suit for
contribution for any damages owed Austin. The Austin trial
in 1989 resulted in a jury verdict in favor of HL&P which
has been upheld on appeal. Pursuant to a 1992 settlement
between CPL and HL&P, CPL withdrew its demand for
arbitration and HL&P reimbursed CPL for certain costs and
expenses incurred in pursuing the arbitration and litigation.
Also HL&P and CPL have agreed to support and to seek
consent of the other owners of STP to certain amendments
of the Participation Agreement, including changes in the
management of the Project through which HL&P would be
replaced as Project Manager by an independent entity.
Austin and CPS have also filed suit in Houston, Texas,
agamst HL&P alieging that HL&P is hable for the failure of
STP 1o operate from February 1993 until Spring 1994, That
case is set for trial in October 1995, subject to appeal of the
trial court's rejection of HL&P's call for arbitration of CPS’
claim. In the opinion of management of CPS, the outcome
of these proceedings will not have a material adverse effect
on the financial position or results of operations of CPS.

NUCLEAR INSURANCE ~ The Price-Anderson Act. a
comaprehensive statutory arrangement providing limitations
or nuclear liability and governmental indemnities, s in
effect until August 1, 2002, The limit of liability under the
Price-Anderson Act for licensees of nuclear power plants is
$8.92 billion per incident. The maximum amount that each
licensee may be assessed following a nuclear incident at any
insared facility 1s $79.3 million, which may be adjusted for
inflation, for each licensed reactor, hut not more than $10
million per reactor for each nuclear incident in any one
year. CPS and each of the other participants of STP are
subject to such assessments. CPS and the other participants
have agreed that any such assessments will be borne on the
basis of their respective ownership interests in STP. CPS’
ownership interest in STP is 28 percent. For purposes of
these assessments, STP has two licensed reactors. The
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participants have purchased the maximum limits of nuclear
liability insurance, as required by faw, and have executed
indemnification agreements with the NRC, in accordance
with the financial protection requirements of the Price-
Anderson Act.

A Master Worker Nuclear Liability policy, with a maximum
limit of $400 million for the nuclear industry as a whole,
provides protection from nuclear-related claims of workers
employed in the nuclear industry after January 1, 1988, who
do not use the workers’ compensation system as sole
remedy and bring suit against another party. STP could be
assessed up to approximately $3.4 million per reactor or a
total of $6.8 million 1o pay its maximum share for this
liability coverage during the life of the plant.

NRC regulations require licensees of nuclear power plants
to obtain on-site property damage insurance in a minimum
amount of $1.06 billion. NRC regulations also require that
the proceeds from this insurance be used first 1o ensure that
the licensed reactor 1s in a safe and stable condition so as to
prevent any significant risk to the public health or safety,
and then to complete any decontamination operations that
may be ordered by the NRC. Any funds remaining would
then be available ior covering direct losses to property.

The participants of STP maintain the maximum amount of
property damage insurance currently available through the
mnsurance industry.  The $2.75 billion of nuclear property
insurance consists of $500 million in primary property
damage insurance, along with $2.25 billion of excess
property damage insurance that is subject to a retrospective
assessment being paid by each electric utility which is a
member of Nuclear Electric Insurance Limited (NEIL). In
the event that property losses as a result of an accident at
the nuclear plant of any utlity insured by NEIL exceed the
accumulated fund available to NEIL, a retrospective
assessment could occur, Under the excess property damage
insurance which became effective on March 1, 1995, and
under portions of the excess property insurance in effoct
prior to March 1, 1995, STP is subject to assessment, with
the maximum aggregate assessment under current policies
being $26.9 million during any one policy year.

NUCLEAR DECOMMISSIONING — In July 1990, CPS.
together with the other owners of ihe STP, filed with the
NRC a certificate of financial assurance for the decom-
missioning of the nuclear power plant. The certificate
assures that CPS will meet the mimimum decommissioning
funding requirements mandated by the NRC. At the time,
CPS’ portion of the estimated costs for decommissioning
the STP nuclear power plant was approximately $150
million in 1989 dollars, which exceeds NRC minimum
requirements. The STP owners agreed in the financial
assurance plan that this cost estimate would be reviewed
and updated periodically as it could change by a material
amount, In 1994, the owners did conduct a review of
decommissioning costs. The results showed that CPS' share
of decommissioning costs 15 now approximately $270
million in 1994 doltlars with some of the increase stemming

from longer post operation on-site fuel storage assumptions
due to governmental requirements.

In 1991, CPS started accumulating the decommissioning
funds in an external trust, in accordance with the NRC's
regulations.  The  trust  accounts and  related
decommissioning liability are not included in CPS' financial
statements. At January 31, 1995, CPS has accumulated
approximately $30.7 million of decommissioning funds in
the external trust. Decommissioning trust funding was
approximately $5.1 million per year for 1995 and 1994,
Based upon the 1994 decommissioning cost study, the
annual levelized funding will increase from $5.1 million to
$8.8 million starting February 1995,

10. Commitments and Contingencies

In December 1986, CPS approved a settlement offer from
two railroads involved in disputed issues about the proper
and lawful freight rates. As a result, CPS began making
rebates/credits in January 1988 to CPS electric customers.
CPS received the final settlement payment of $9.6 million
in 1994, This amount was returned to customers in 1995,

CPS recorded the net effect of the pending ratlroad/Cordero
contract issues at the end of 1995. The net amount of $1.6
mithion, when received, will be rebated to customers during
1996 through the fuel adjustment process.,

OTHER - In the normal course of business, CPS is
involved in other legal proceedings related to alleged
personal and property damages. breach of contract, con-
demnation appeals and discrimination cases. In addition,
CPS power generation activities and other utility operations
are subject to extensive state and federal environmental
regulation. In the opinion of management of CPS, the out-
come of such proceedings will not have a material adverse
effect on the financial position or results of operations of
CPS.

Purchase and construction commitments amounted 10
approximately $524 million at January 31, 1995. This
amount includes approximately $289 million that is ex-
pected to be paid for natural gas purchases to be made under
the contracts currently in effect; the actual amount to be
paid will be dependent upon CPS’ actual requirements
during the contract period and the price of gas, Also
included is $21 milhon for coal purchases, $133 million for
coal transportation and $18 million for treated cooling
water based upon the minimum firm commitment under
these contracts.



1995 1994
Electric Gas Total Electric Gas Total
{In thousands) (In thousands)
o e S R N e A A $ 757037 S$110694 § 868631 $ 781,661 $125491 $ 907152
EXPENSES:
Operating and Mainicnance eXpenses ... 367.429 80,807 448,236 426,190 BX,607 514,797
R S S R o 129,729 9.210 138,939 128,446 8,511 136 957
R N e U BCI I B O 497,158 90,017 S87.175 554.636 97,118 651,754
OPERATIRGINCOME.........co.coosicnicininiisainrinssanse $ 260,779 $ 20677 281,456 $ 227,025 $ 28373 255,398
Interest and other IMCOME ... 24 525 23,353
Net interest and debt expense and tax
equivalent to the City of San Antonio............... _(191.452) (205,857 )
EXCESS OF REVENUES OVER EXPENSES .. $ 114,529 $ 728%
CAPITAL EXPENDITURES ...........cociivan e .S 124813 § 24706 } 149,519 $ 101547 $ 22615 $ 124162
BAertifinble BEBEES ... . ccoioisisisvvamermessisnsarasssssssns . $ 3743683 $243092 3.9%6.775 $ 3.777.’1: $233.250 4.011,164
General assets ... T S A AL R O 473.188 464 459
v p IRy R S PR SRGE s $4,459.963 $4.475,623
Report of Independent Auditors
B ERNST & YOUNG LLP
KON oF Ymitens GARZA, PREIS, GARCIA & CO.
City Putlic Service

We have audited the accompanying balance sheets of City Public Service as of Janvary 31, 1995 and 1994,

and the relaied statements of revenues and application of revenues, changes in equity, and cash flows for the years
then ended. These financial statements are the responsibility of the management of City Public Service. Our
responsibility is to express an opinion on these financial statements bused on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of City Public Service as of January 31, 1995 and 1994, and the results of its operations and its cash flows
for the years then ended in conformity with generally accepted accounting principles.

éwatvhur ., 48 & Sfhunrsl

San Antonio, Texss
March 17, 1995
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Years Ended January 31,
(In thousands)

(Unaudited)
REVENUE AND APPLICATION
Revenues:
BIOOUAC BalES ..o coiiorernitinesssarassnrsnes
T e T e e SR
Interest and other iINCOMe ..........oooovvvvvinven s,
TORl FEVENUES........ocorvivinisariissmcerssemensenses

Revenues applied:

Cost of operating systems:
Fuel, purchased power and resale gas ...
Other operating and general expenses ..........
T S S e e e

Debt requirements for Old Series Bonds:
BINPEBE BADBIBR ... iasvvssvnssssissassvissasivassisss
Principal requirements ..............ccoccveiniscnnnss
Reserve requirements ............c.occovverivinennnn

Payments and services to City:
Tax equivalent 1o City of San Antonio..........
Refunds for Services ........ooovvvinireceiviiinninn,
Additional payment........., el L U
Total .......... L O R i S L T

Debt requirements for New Series Bonds/Other:

Interest expense............ ek At SR ae oy
Principal requirements ...,
ResServe requirements ..........occcvuiursvenresscinns

o R A S ol ’
Commercial paper redemption requirements

Allowance for interest used during construction

Additions to plant:
Gross construction for VEar. ..o
Less construction funds provided by
sources other than revenues.................o..
Revenues used for additions to plant.............
Additions to Improvements and
Contingencies fund .........ocoooviiiiiinniniriinn
Additions to Overhead Conversion

BALANCE SHEET DATA
Utility plant at cost® .......oooiiimiiiinainnn
IO CORBIMMOION, ... . csixserisonninsonarssssbasiatyses
Accumulated depreciation .............ocoovirinnen.
Annual depreciation allowance....................
Bond principal and interest coverage** .......

1995 1994 1993 1992 1991
$ 757937 S 781661 S 708257 5 672434 § 677,062
110,694 125,491 112,611 106,927 104,360
24,525 23,353 26,508 36,023 37.088
$ 893156 § 930505 § 847376 S KIS3KA S KIB.SI0
$ 210503 S5 260215 $ 201699 $ 174758 § 201,803
164,885 166,054 143,753 136,975 127.081
72848 88,528 65,170 63,860 63,200
$ 448236 5 514797 § 410622 $ 375593 § 392,084
$ 6 s 0§ 0 s 0 s 0
$ 267 § 3390 § 4067 S 4720 $ 5337
12,235 13,112 12,306 11,500 10,945
(327) (346) (239) 83 154
4 6 7 9 10
$ 14590 S 16162 § 16141 $ 16312 § 16446
$ 127% S 11817 S 11,244 $ 11722 § 11353
16,163 16,464 16,387 17,110 17,378
90953 96,601 85,884 80,185 80,522

$ 119852 S 124882 § 113515 $ 109017 § 109,653
$ 120899 S 150588 0§ 159169 § 160959 § 165787
64,597 66,460 69,965 62,520 53,625
1,150 1,239 5,568 13,886 1,588
14 42 60 81 (95)
3721 3,252 5.394 9,158 10,883
22795 8,429 0 0 0
$ 222176 § 230010 § 240165 § 246,604 231,788
$  (3072) $  (1977) §  (29055) $ (31418) § (22,093
$ 149519 5 124162 § 171952 § 229831 § 272,468
88,792 59,679 78,089 134,497 179,003

$ 60727 § 64483 5 93BA3 § 9533 § 93465
16,497 (17.852) 2,125 3,942 (2.833)
14,150 0 0 0 0

$ 91,374 5 46631 5 95988 0§ 99276 § 90,632
$ 8931856 S 930505 5 847376 § KIS3®4 $  KIKSIO
$ 5013020 § 4911599 § 4793976 § 4641841 § 4444335
149,519 124,162 171,952 229831 272,468
1,159,599 1,042,183 917,783 806,770 704.212
138,939 136,957 120879 114,332 111,158
212x 1.78x 1.78x .83 1 81x

* Priov fiscal vears reclassified 1o veflect Contributions in Aad of Construction
** 1O principal and iiterest coverage was restated to include bonds only




'mvuw' Review

Years Ended January 31,

(in thousands )

{Unaudited) 1995 1994 1993 1992 1991
OVFERATING REVENUES

Electric:

T SRR S R $ 346396 S 350583 § 320067 $ 306,709 305,974

Commercial and industrial ................. 301,319 315,156 284,289 267,241 268,098

T T e S SRR R 10,454 10,468 9.845 9.367 9,207

Public Authonties ..............owoniminme 78,564 86,270 78.061 75,392 78,100

ROEER ADIREAREDS <o b fverssisionsipasassianass 15,239 13,569 10.805 8,548 10,426

Miscellaneous ................... S 6,025 5516 5,190 5,177 5,257

TORE) MAOOMRE .. i v ridiamis iringiasivnshins $ 787937 $ TRI662 % 708257 $ 672434 677,062
Gas:

Reidential ........c.ocooreincisneisassinssopssnseinns $ 65965 S 75708 $ 68208 $ 65,768 63,779

Commercial and industrial .................... 37,982 41.944 37.332 34,110 33614

Public AUthOrItes ............ccoovieerreruvcnsniuns 5824 6,905 6.283 6,225 6,230

MESCELBNEOUS .. oiivi i icorerisnsciiammnsisunsninns 923 934 788 824 737

TRE B i i viopmivmiavamarivmamssneny o il $ 1160694 5 125491 $ 112611 $ 106927 104,360
SALES (G600 OMITTED)
Electric — KWH:

T S S e 5,287,483 5,005,292 4,831,794 4,793,631 4,711,423

Commercial and industrial ... 5,881,461 5604418 5.420.383 5,281,292 5.157.802

SUeet Bghting .........ccovcmsipemesssssmnmaess 92,392 90.619 87.567 R6.661 85,058

Public AUBOTIHES .....ivovioeeasrmsinesmsmsinsoss 1,765,728 1,668 884 1,619,005 1623979 1,650,207

Other Utilities... ..o mesvecersnsinnseinmprrarins 472,864 356,164 328,547 225942 296,500

| TR R T S e 13.499.928 12,728,377 12,287,296 12,011,505 11,900,990
Gas — MCF:

Residential ............... e e R et 12,488 13,921 13,397 13,340 13.116

Commercial and industrial ..................... 10,566 10,584 10,166 9,658 9,467

Public Authorities .........c..cocinenivnneinn. 1,639 1,803 1,800 1.812 1816

- (PR Ty LRSI R PR 24,693 26,308 25.363 24,810 24,399
PURCHASE FOR RESALE:
Electric (1000) KWH* ..., 327,082 70,977 202 686 67,900 24,214
IR (BN MITE o sansssicis invvesinsnasnisyerasion 24,975 27112 25.326 25,078 25,260
ELECTRIC GENERATION —

CEOGME W ..ol iiiaissiisadvms mussansasinnss 13,945,516 13431.946 12,710,278 12,621,547 12,509,782
Electric Gen. Capacity, KW (Gas)** ... 2,400,000 2,400,000 2,400,000 2,400,000 2,400,000
Electric Gen. Capacity, KW (Coal)............. 1,336,000 1.336.000 1,336,000 £36,000 836,000
Electric Gen. Capacity, KW (Nuclear)........ 700,000 700,000 700,000 700,000 700,000
ELECTRIC PEAK DEMAND — KW ... 3,052,000 2.908,000 2.817.000 2,799,000 2,741,100
NUMBER OF CUSTOMERS:

REIRAE RIS .ot s fouradvusansmonseasyondhr i s Foubndnaen 506,646 494 385 485,345 476,122 469,962

e R MR e e 296,200 292,241 290,497 287,502 285,099
RESIDENTIAL AVERAGES:

Electric:

Revenue per Customer .........coooviveiens $ 786.61 % 81444 § 75651 § 734 .82 74093

KWH per customer ..o, 12,007 11,628 11,420 11,485 11,409

Revenue per KWH i 6.55¢ 7.00¢ 6.62¢ 6.40¢ 6.49¢
Gas:

Revenue per customer ..o, $ 28078 § 279.13 § 25396 % 241.32 241.32

MCF per customer . ... oveacnaiinsorennes 45.6 51.3 499 50.2 49.6

Revemie por MOCF .......coviiiiniiiisinniianss 9 §28 § 544 % 509 % 493 4.86

* 1993 inclwdes Test Energy of 226,794

" Ol vating for the gasion units is 2 198600 KW for the five vear period
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