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PROFILE OF CITY PUBLIC SERVICE

City Public Service is one of the largest municipa!
utilities in the country, serving 519,269 electric cus
tomers throughout its 1,566 square mile rervice area
The gas system supplies 299 167 customers in the San
Antonio urban area

CPS generates power for its customers at two coal
fired and five natural gasfired plants with a combined
capacity of 3,815 n:agawatts in the San Antonio area
The utility also owns 28 percent of the South Texas
Project nuclear plant on the Texas coast, which adds
another 700 megawatts of capacity The gas system is
comprised of 4,023 miles of gas lines through which
natural gas is delivered to CPS customers.

The CPS goal is to produce reliable, low-cost energy
to serve the San Antonio area, which has a population
of approximately 14 million Tourism, manufacturing,
construction, insurance, retailing and medical care have
been the traditional economic mainstays, along with one
of the largest concentrations of military installations in
the US !n recent years, San Antonio has broadened its
economic base to include numerous firms in the fields of
electronics, data processing, biotechnoiogy and telemar-
keting.

Purchased bv the City of San Antonio in 1942, the
muwuwvmudhynhnmtmﬂmrdnﬂ'nm,
which includes the Mayor of San Antozio

City Public Service had 3,565 employees as of

January 31, 1996
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SIGNIFICANT FACTS FOR THE YEAR

SUMMARY OF APPLICATION OF REVENUES ($000s







LETTER FROM THE CHAIRMAN AND GENERAL MANAGER

Fundamental changes rarely happen suddenly to an industry. Rather, change usually occurs as a
gradual metamorphosis in response to changing needs and demands.

In the electric utility business, however, change is coming quickly. The Public Utility
Commussion in Texas, for example, has approved rules which provide for the unrestricted use of
transmission lines for wholesale transactions across the state. New PUC rules also call for the sepa-
ration of generation from transmission functions in each utility in an effort to promote competitive
prices. As regulations continue to change, successtul utilities will use all their gesources to change
from a regulated environment in which they are required to provide service in a particular geographic
area to a competitive one in which they must vie for customers.

The successful utilities will emphasize reliability, competitive rates and, above all else, service to
customers. They will draw on the skills of their employees and advancements in technology to meet
the changing needs and demands

CPS has a long history of reliability, competitive rates and good service but the utility will not
rest on its laurels. Recognizing that those who stand still will be left behind as others make changes,
CPS has taken steps during the year to continue preparing for a future that includes competition for
both wholesale and retail customers

CPS is ready to meet the challenge. Its operating and financial strengths give the utility the

resources it needs to continue being successful and on which it can build in a competitive future.

Arthur R. Emerson Arthur von Rosenberg
Chairman General Manager




Comparison of Residential Gas and Electric Bills for the 20 Largest U.S. Citins
Based on 5 MCF and 1,000 KWH

Twelve Month Average Ending January 1996
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FOCUSING ON CHANGE
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Our Mission

To improve the quality
of life for customers by
safely providing reliable
natural gas and electric
service at the lowest
possible cost consistent
with good citizenship and

concern for the environment.




OPPORTUNITY: TO CONTINUE PROVIDING

LOW-COST SERVICE

1s an efficient utihity when measured by the most
important gauge -- rates. Durning 1995-96, CPS cus
tomer bills compared favorably with those of other

cities, CPS residential bills of $86.85 for 1.000 kilowatt hours
of electricity and 5,000 cubic feet of natural gas were 33.6 per
cent lower than the average bill tor the 20 largest cities in the
country. The utility ranked second lowest among the nation's
20 |dff_".‘\l ciies
measured favorably within
Fexas. The average electric bill
for Texas customers during the
year was $74.52 compared to
$62 .86 tor CPS customers. a
avings of 18 percent to ( PS
customers

The utility’s ability to pro
vide low-cost service is due in
part to ethiciency at its power
plants. The 1994 Utility Data
Institut2 study rated two CPS
plants among the most cost effi
cient in the nation. The coal
fired Deely and Spruce power
plants ranked 19th and 38th,
respectively, in production costs
among 791 plants. The criteria
included maintenance, operation
and fuel costs

CPS continues to pursue
reduced operating expenses. For
example, CPS staff i1s studying the potential of using longer
coal-hauling trains to reduce the cost of shipping coal from
Wyoming to coal-fired power plants. Lengthening triins from
115 cars to as many as 128 also would replenish the coal inven
tory more gquickly, an important aspect of rehiability, Trans 11
percent larger would deliver the same annual volume of coal but

would reduce the number of unit train trips by 40

CPS 1s delaying the need to build new power plants by

CPS electric bills for 1,000 kilowatt hours also

improving existing plant capacity and efficiency and saving
more than $1 million per year. An on-line performance moni
toring system for the coal-fired 1.T. Deely Power Plant saves
$160,000 per year by determining the source of energy losses in
the two units. A load demand computer is projected to save
$428.000 per year by enhancing the load regulating capabilities
of the coal-fired Deely units, while a control system retrofit at
the Braumg Plant will extend the life of its three units and save
$437.000 per year

Enhanced crew flexibility
and multipurpose equipment
represent additional ways the
utility 1s reducing costs
Operations troublemen can now
restore both overhead and under
ground service by using special
ly-equipped aerial basket trucks
Radar equipment in the trucks is
used with electrical system maps
on personal computers to quick
ly locate the point of cable fail
ure. Crews then isolate the fault,
sigmficantly reducing the
amount of time required to
restore service

In 1ts natural gas distribution
business, CPS saves up to 5.5
percent on gas facilities con
struction through the use of
cotled gas pipe technology
I'hese 450-foot long polyethylene pipes replace the traditional
40-toot lengths for gas construction projects, reducing the num
ber of joints that require fusing. Fewer fused joints reduce labor
costs and enhance gas system reliability

I'he utility also is evaluating the distribution of natural gas at
higher gas pressures. This new standard would allow the use of

less expensive, smaller diameter pipes






JRTUNITY: TO CONTINUE ADDING VALUE TO SERVICE

the puot program proy ides information on energy usage and

future tuture that will b lArKe WM cased \ outages
technology to meet stomer ne CPS not enly up intrastructure through technology
CPS completed a major i oject with the ¢ also uses technology to simplify functions. During the vear

struction of the 345-kilovolt transmission loop joining the high CPS began the purchasing process for the Integrated Mobile

voltage system from western Bexar County to northeast San Data Communications System which will dispatch gas and elec

Antono ” Wwing th 45 F\ Iransmissio lxn\g‘ in place both tric SEervice l‘\"\l*l!!i:}f \\\",H mic II: 1O correct ['(""f\‘(l b lh\‘

enhances CPS electnic system rehiability and strengthens the tic system will monnor the location of crews and will 1ssue elec

between CPS generation and off-system electric markets. In tronic work orders to personnel in the vicinity of the problem

addition, as CPS adds or rebuilds transmission lines, fiber opti significantly reducing response time. To aid them on service

cable 15 being installed. Currently 60 miles of cable are in place calls, CPS employees will have access to digitized informatios
senting the first phase of a 306-mile fiber optic backbong and taciliies maps improving their understanding of both CPS
completed at the end of 1997, The fiber network will facihties and the customers’ needs. Implementation of the sys
the backbone for a communication system to enhance 'em s forecast to save $1.4 million per year on labor, vehicle
and automate load transter functions. The expenses and system maintenance

work ultimately will provide a segment of the communica

uon link between CPS and its indi

CPS 1s working










12

OPPORTUNITY: TO CONTINUE SERVING AS A GOOD CORPORATE CITIZEN

n the face of cost-cutting, many organizations reduce theis

commitment to the community. CPS. however. continues
its role as a good corporate citizen through a vanety of pro

grams

CPS improves the appearance of the community by off

design alternatives for overhead lines and by converting some
overhead hines to underground service Ihe ( werhead
Conversion Fund appropriates | percent of retail electric sales
to convert some existing overhead service to underground in
projects dentified by the City of San Antomo and surrounding

governmental junsdictions

CPS informs its customers about energy-related topics, For
the tourth consecutive vear, the utility co sponsored "Our
House,” the 13-week television series on energy conservation
irough homie improvement In addition, the gas and electri
utihity statt gave Y5 energy and conservation-related presenta
tions, reaching 3,382 persons. CPS hosted power plant tours
participated in career days and loaned videos on utility topics to
schools

Active and retired employees assiste community by
contributing more than $486.000 to the local United Wav cam
paign More than | il“'\ih[\iw‘.«y\W volunteered 11,650 hours in
the community and
raised $13.160 for
charitable projects

CPS also supports
community activities
During the vear. the
utihity used lobby
space 1 one of its cus
tomer service centers
Lo exhibit winners of
an art contest spon
sored by 1 local w’l\'t |

district

established during the
\\-' DI x?ul“'” | |
iy luab teedback

I tomer needs and
utthity re urce piar

W h ) it
represents




SUMMARY

Etficiency at City Public Service is a core
value of the organization. Minimizing costs
while adding value to its products has long
been the CPS philosophy. a philosophy that
has produced an environment conducive to
technological innovations. This corporate
culture, coupled with the municipal utility’s
more than 50 years of experience in the
industry, gives CPS a comnpetitive edge as
the utility looks ahead to a deregulated
environment

In the dawn of a new era. City Public
Service proudly accepts the opportunity to
compete. The utility’s favorable bond
ratings, low rates, competitive production
costs and excellent customer service place
CPS in an advantageous position

Competition provides the opportunity for
CPS to sharpen its focus as the utility looks
for more ways to maximize efficiency. CPS
will continue to provide low-cost service
through conservative financial strategies,
fuel diversification, cost reductions and
increased productivity. In addition, the
utility will continue to upgrade infrastruc
ture and improve processes through technol-
ogy. As CPS examines new methods of
providing convenience for customers and
addressing their needs, excellence in
customer service will continue to be the
standard

I'he years ahead will be challenging

CPS embraces the opportunity of meeting

the needs of its customers. The municipally

owned utility 1s poised to provide safe and
reliable natural gas and electric service at
low rates in a deregulated and competitive

marketplace




OPERATIONAL AND FINANCIAL REVIEW FOR 1995-96
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Gross Revenue
In Milhons of Doliars

City Public Service concluded a suc-

cessful year marked by growth, finan-
cial strength and continued low rates

Where there 1s growth, demand for
natural gas and electric service increas-
es. San Antonio experienced growth
and brisk business activity during
1995-96,

T'he San Antonio area added 30.000
jobs in 1995, the largest increase ever.
Texas Workforce Commission figures
show total wage and salaried employ-
ment reached 633,900 at the end of
1995 compared with 603,900 a year
earlier. San Antonio’s rate of job
growth came to a robust § percent for
the year

Among the new jobs are 3,125
brought to the city through the efforts
of the Economic Development
Foundation. The 18 companies relocat-
ing to the city during 1995 equaled the
number of the previous year but
brought nearly 43 percent more
employment opportunities. The largest
of the new companies, Brylane L. P,

employs 900. The most notable expan-

sion duning the year was Citicorp which
enlarged its facilities and added 400
new jobs.

New home sales in 1995 totaled
5,402, a robust showing in the housing
market. Sales are expected to increase
between 5 and 10 percent tn 1996. At
the same time, housing starts numbered
5,306 in 1995, with the third quarter of
the year reaching the highest level in
any quarter in 10 years.

Retail sales provide another measure
of economic activity. At a time when
many areas of the country experienced
a decline, San Antonio retail sales dur-
ing 1995 are estimated to have
increased S percent over 1994. The
State Comptroller of Public Accounts
indicates that the steady growth in San
Antonio’s retail sales since 1988 is
expected to continue

The phase-out of Kelly Air Force
Base represents new challenges and
opportunities in the city’s economic
picture. The San Antonio City Council
has begun a privatization effort for the
base. in an effort to provide a new eco-
nomic boost. The City Council
appointed seven members to the Local
Redevelopment Authority, which is
responsible for privatization of the
base's we kload and attracting addi-
tional industries. An “industry day™ in
the fall drew about 500 representatives
from approximately 200 firms nation-
wide

Business activity in San Antonio has
produced increases in the number of

utility customers. Electric customers

increased to 519,269 at vear end. up 2.5
percent from the previous year. The
record number of electric customers and
high summer temperatures helped push
electric sales to an all-time record of
14.3 billion kilowatt hours, a 5.6 per-
cent increase over last year, and was
partially responsible for new peak
demand and 24-hour usage records

The hourly peak demand for electricity
increased 6.5 percent from the previous
vear with an all-time record of 3,249
megawatts set on July 27. The 1994-95
record for 24-hour usage was broken on
July 26 with the new level reaching
60,821 megawatt hours, a 7.4 percent
increase over the previous year's maxi-
mum daily use.

The number of natural gas cus-
tomers increased by 1.0 percent to a
record 299,167, Despite mild winter
weather in early 1995, sales increased
by 2.5 percent and totaled 25.3 million
MCF compared with 24.7 million MCF

in 1994-95

Gross Revenue and Application of Revenue
In Millions of Dollars

1895
194 289

1983

/

Fiscal Years Ending January 31
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Operating & Maintenance Expenses

In Millions of Dollars

Operations

The South Texas Project nuclear
plant, of which CPS is a 28 percent
owner, recorded a successful year of
operation. Despite refueling outages
for both units, the plant achieved capac-
ity factors of 85.9 percent and 86.3 per-
cent for units | and 2 respectively.

The utility's coal-fired units also
performad well during the year, produc-
ing 52 percent of the total generation.
The coal-fired plants continue to rank
among the most cost efficient in the
nation. In the Utility Data Institute's
most recent study of average operating
costs for 1994, the Deely and Spruce
power plants ranked at numbers 19 and
38 respectively. Among the 791 plants
in the study, only one other Texas plant
was ranked among the 50 best. During
the five-year period from 1990-1994,
the Deely Plant ranked number 15. The
Spruce plant was not included in that
study. since it began operating in 1992

To help assure continued low prices

for coal, CPS signed a favorable con-
tract with its long-term supplier to
extend the contract through 2000 and to
provide the balance of the coal require
ments which have been purchased on
the spot market. The utility expects to
save $2 million in the contract’s first
vear compared with the other options
The increased generation from the
South Texas Project coupled with the
performance of the coal units helped
reduce the average unit fuel cost. The
cost of fuel for generation declined
from $1.05 per million BTU in 1994-95
to $0.98 in 1995-96. Natural gas was
used to generate only 12.5 percent of

the total electricity,

Revenue and Expenses

CPS recorded a good year financial-
ly with gross revenue of $914.9 million.
The 2.4 percent increase from last
year's revenue was due to strong elec-
tric sales during the late summer
Revenue was moderated somewhat by
lower fuel cost recoveries,

By contrast, gas revenue was down
1.9 percent from last year, totaling
$108.6 million. The decline was due
mainly to the lower cost of gas recov-
ered through the rates. Gas sales by
volume were up 2.5 percent.

About 85 percent of total CPS rev-
enue was from electric sales and
approximateiy 12 percent from gas
sales. Other sources of revenue, inciud-
ing interest on investments and miscel-

laneous income. made up the remaining

3 percent. As a result of lower fuel and
resale gas costs, the average revenue of
5.4 cents per kilowatt hour and $ 4.26
per MCF were about 3.6 percent and
4.3 percent, respectively, lower than the
previous year.

Operating and maintenance expens-
es for the fiscal year totaled $454.7 mil-
lion, up only $6.5 million from the pre-
vious year. Administrative and general
expenses accounted for $6.3 mitlion of
the increase.

South Texas Project maintenance
and operating costs, excluding fuel,
were $90.2 million, an increase of $1.6
million compared with 1994-95. The
increase is attributed to $3.7 million
mote in decommissioning expenses
which were offset by decreases totaling
$2.1 million in production costs and

administrative and general expenses.

Construction
This year CPS capital additions
increased $15.9 million for total con-
struction expenditures of $167 3 mil-

lion. Most of the increase resulted from

Funding of Capital Projects

In Millions of Dollars

1895

1893

1982

Fiscal Years Ending January 31



17

In Millions of Dollars

Fiscal Years Ending Janwary 1/

$14.6 million more in construction activ-
ity for electne production and distribu-
tion facilities and general property addi-
tions,

During 1995-96. CPS sold $125 mil-
lion in revenue bonds and used $16.1
million to finance construction during
the year. The $108.9 million balance in
bond proceeds will be used for future
capital addinons.

Revenue from current and prior years
provided 66 percent of this year's con-
struction expenditures. Tax Exempt
Commercial Paper financed 20 percent,
while bond proceeds funded 9 percent.
The remaining § percent came from cus-

tomer contributions

Financing

With no major power plant projects
planned, CPS expects to continue to
fund its lower capital needs during the
next few years primarily from internally
generated funds, revenue bonds and
commercial paper

CPS sold $125 million in revenue

bonds at an average interest rate of 5.5

percent. The interest rate is the second
lowest CPS has received on revenue
bonds since 1973.

The utility continues to maintain the
highly favorable Aal bond rating by
Moody's Investor Services, AA+ rating
by Fitch Investor Service and AA rating
by Standard and Poor’s Corporation.
These 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 its cus-
tomers.

Fitch Investor Service has awarded
CPS the second best rating awarded to
the 85 municipal and investor-owned
utilities which they considered in their
competitive indicator rating. Standard
and Poor’s rated CPS at the top of the
second highest category among the 62
electric utilities it assigned to business
inaicator rankings, which also addresses
competitiy aness,

CPS 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 the fiscal year, the aver-
age monthly bill for residential cus-
tomers using 1,000 kilowatt hours of
electricity and 5,000 cubic feet of gas
was lower than in either of the two pre-
vious years and was the third lowest

average bill during the last ten years.

Future Plans
CPS 1s making a cancerted effort to

sign long-term contracts with its largest

industrial customers. As the electric
utility industry is deregulated, the largest
customers will present the most promis-
ing targets for competitors, so CPS is
evaluating the special needs of those
customers.

Marketing efforts also are underway
to increase the number of natural gas
customers. CPS is targeting subdivi-
sions and potential customers in areas
where gas mains have been installed
nearby. Another category of potential
customers includes those who use
propane or other fuels which are more
expensive and less convenient than using
natural gas.

CPS has not raised rates since
January 31, 1991, and does not antici-
pate any rate increases this decade.
Madifications to both the natural gas and
electric rate structures for the largest
customers are expected to put the utility
in an even more favorable position when
a more competitive environment comes
to Texas.

As CPS is working to maintain its
cost competitiveness, the utility also is
looking at ways to improve service to
customers. Several long-term projects
are expected to increase reliability,
shorten the duration of outages and pro-
vide the basis for communication with
customers’ homes and businesses. As
competition becomes a reality, it is
expected that a higher level of service

will be required as a standard,



BALANCE SHEETS

IJ,IM.I:.
r 1996 095
Assets
UTILITY PLANT., at cost (A

Plant in service

Electric 4427212 S 4,343,247

\ Ga 302,619 189,582
; Cenera 127,682 121.047
Fotal plant in servic 4857,513 1,753,876

Less-accumulated depreciation 1.269.710 | 159 $90
. Plant in service, net 3,587,803 3,594,277
Construction work in progress 75,164 148.097
Nuclear fuel, less accumulated amortization of $116,298 in 1996 and $93.763 in 1995 60,229 78,312

\ Held for future use 30,380 32,735
Unility plant. net 3. 853.576 3. 853421

RESTRICTED CASH AND INVESTMENTS (Nates 1, 2. 3. and 4
Bond construction fund 108,891 0
Bond fund current requirements
‘ Old series 933 843
New series 23 7
Bond resery
O1d series 16,639 16.725
NEW Series 199,205 199 826
Commercial paper redemption fund 0 56
Improvements and contingencies fund 93,305 0416
Overhead conversion fund 20,851 14.150
paper construction fund (1] 3 053
O 18,357 15,63

Fotal restricted cash and investments 458.204 36(.723

CURRENT ASSETS
Cash and temporary investments (Notes | and 2 30,696 {] 8X%|

Cash restricted for customer service deposits payab 28,776 25,569

Customer ag

of $2.431 1in 1996 and $2 635 1t )95 54.424 i8 929
Other receivables 12.383 5.336
Inventories and supplies, at average cost

Materials and supplies 57.611 56,285

Fuel stock 32.761 22 804
Prepayments and other 533 1177

Total current assets 218.981 204 98 |

DEFERRED DEBITS AND OTHER (Notes 1 and 6 46.203 10 838

S 4,576,964
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January 31,

1996 1995
Eau“v and Liabilities tIn thowsandy)
LONG-TERM DEBT:
Revenue bonds (Notes 1, 3, and 4) —
T L T R N A R e R SO N OO VS S s L P $ 0 S 13,500
PO TIIIER . 5. oy s A S A SRR a4 i o A Ko RS A s b5 U 2,787915 2,738,115
Deductions —
Unamortized discount on new series bor oo S hartie s m P i o oA (72,577 (78.026)
Unamortized discount on capital appreciai — BondS.........ocoovoieviiiiiieire e (254,778) (271.483)
Unamortized costs of bond reacquisition... ... P (183,568) (201,180)
REVENUE DORKS, DL, cviviiiiciorrasiasisssusmsinesmminsmassnssrssosesssrs saiestasasssssrseses Ty A B 2,276,992 2,200,926
Commercial paper (INOIE 5)........cvvunmiiiiiroriensimssisiressssass SRR g S AR AR M) R Tt 14 277,800 264,800
LODE-IBTIN OB DL ... icicririsivanesmisasueastosmssasisssbas snsesisonsaninbonnnusstonsasssssssnonsstvasdsnessass 2,554,792 2,465,726
EQUITY:
Appropriated retained earnings (Note 3) —
Bond fund current requirements—
RO 1o 17 s ks sl AR s P A e 7 TR AR I A A AR EA 03 933 843
T eI R e F s b PR s D SR e s SO O S L S O 23 17
Bond reserve —
T U R N e e P O e L LI 16,639 16,725
e L w1 o B 146,747 147,368
Commercial paper redemprion FUNG ...ttt sserns s ineses b 56
improvements and CONUNBRACIES TN ..c....c.iiuiwesnisiritiminimeis ceinnissisisbinssressssesisansshsssassss 93,305 110416
COVRIONE CORVERMEOR T, . Lol i bl v srestasessrssbansssmoenusiasessnssusrnsaisossropponsatsussismsadamsns 20851 14,150
Total appropriated retained CAMINES.........ocoiviiiiiiiiiiriieieieeiecess s essssse e assssaeses 278,498 289,575
T TR SRS SO RN [NU- TSRS O UL AN Lo o N 1,482,832 1,456,509
g A T ORI IR TR S ST O - S, WARTY LA N NRL| 1 T L R Y W 1,761,330 1,746,084
CURRENT LIABILITIES:
Current Maturities Of revente DORMS (VAL 4).. ... oo sisisbissmsrassasnsneinsssinnsinssbississsms s nisnnts 88,700 81,810
Current portion of commercial paper redemption (Note S) ..o 17,300 16,700
Accounts payable and accrued Habilities ..o ssiese s ssesssscssasens 72,103 74,243
LT S T T e St ST S B P UUE ( S S O S e 25,776 25.569
AR TR TRIIMERNIR 0. vt vscmaviascsmmmetomss s padod b Sinte s oo S SR AR 203879 198,322
DEFERRED CREDITS AND OTHER (Note 1)
L RRSOMBE BV RNORE B CONUMICTIINNY o5 vbe o bessssi oedsbins bsassds seis An RS Nao ApRE R YRS WS e 11,669 10,722
T Tl R TR AL W . T T TS T OO SOOI WO ) E T P SO 45,294 39,109
Total delorred Crodits B OIET ... .....cccsomiciamsmiiinissrsimisisivrarisbsnsbs missbibekpaksssasssvnss 56,963 49,831
COMMITMENTS AND CONTINGENCIES (Notes 3,6. 7. 9, and 10) c....c..ccoivvrininicisiiiiciins B L 0
IR AL s iestesbbensdbnenthctsdyss I P B S S eI B 0 Nt e ey B $ 4576964 % 1459963

The accompanying notes are an integral part of these financial statensents

PN IR, v X



REVENUE (Not

Ll
\ Ga
Interest ar h n
Crross revenue

EXPENSES (Nor

Fuel. purchased pow id resal
k Other operating and general
4
A Maimntenar
I)!';llg, (IO
Interest and debt expet
Alowance for interest u duri nstru
Tax equivalent to Cit 5 Ant N
5l

l Fotal Expense

EXCESS OF REVENUES OVER EXPENSES

\DD
[’L[‘L\ atior
Amortization of dis
Amortization of bond
Ancartization of disg
Interes! reguirement
Interest requiremernt

AVAILABLE FOR APPI

APPLICATION

ount on capital apprecia
reacquiIsition Costs and
INLON NEW senes bands
ON NCW Seres bondds
or commercial paper 1

ICATION

'\‘i‘.l\ me-term debt requirement \
Oid senes bonds
Principal payment
Bond Dedu )
s I mp ) ) 1] N {
Minin quire 2 per |
\ddition I ind I
Balance of availabl
| TOTAL APPLICATION

CPS

CXPai

STATEMENTS OF REVENUES AND APPLICATION OF REVENUES

1996

777,687
108,625

2K.568
914,850

203,337
172,745
78.632
142,102
182,718
(2818
13.696
790,412

124,438

142,102
16,705
18,069
5449
127,269
7.102

441,134

12,840
(87)

114,356
109,226

204,799
441,14

-
g
-]
v
£
.
:

S 17 214




STATEMENTS OF CHANGES IN EQUITY

21

Years Ended January 31,

1996 1995
BOND CURRENT RBOU'REM‘. NTS. old senes bonds ifn thousands
Balance, beginning of year.. $ 843 $ 607
Additions — Transfer 10 provide (mdcht Service . I S 14,678 14913 |
Deductions — Payment of old series principal and inlerest . (14,58%) (14,677) |
Balance. end of year .. % 9313 S 843 |
BOWSD RESERVE. old series hunds |
Balance, beginning of year... P T e e o o ol T . e e e p e I - $ 16728 § 17,052 |
Additions - Alhxmecammgslommc e e B Ul Sy e | R R B 948 965 |
Deductions ~= FOr curment debt service TEQUITSTIRINS ... .. ....o..ooo oot e oees oo (1.034) (1.292)
Balance, end of year .. PRI S e O e W e e P e % uan $ 16,728
BOND CURRENT REOUIR[:M[:NTS NeW series hmds
Balance. beginning of year ... A st eercmy i T T L o $ 17 $ 0
Additions — From improvements andcummgcmm !und kn dcb( SEIVICC. .o, 196,338 194 496
Deductions —— Paymeit of new series principal and interest ... . (196,329) (194.479)
Batance, ~nd of year .. A 31 1RO VPR B TR T AR B bk ks P i e HEES 5 }.L $ 17 |
BOND RESERVE, new series bonds: |
Balance, beginning of year... - SiEAorma e $ 147,368 % 146,218 |
Additions — Allocate cammgs BOLTBBEINE «.ccvicuoessoersansisssimssiomsvnsimssmmibinpsssnssassasaressiadeddsdhssssnttisasons 12,158 11,186
Deductions — For current debt service requirements ... (12.779) (10,036) |
Balance, end of year ., A i 378 XU e DrRa P R AN B e R T e Ak RE P Lo s ar van st o ToTmen el aomba sl olad $ 146,747  § 147,368 |
COMMERCIAL PAPER REDEMPTI()N H'ND
Balance, beginning of year... i e W e T UL oy Pl =F i AL T RE ] = $ % 3 143
Additions - From unpwvmnms md umungem 1es lund ku prine lpal md nterest .. 23,746 22,798
Deductions — Payment of PRnCIPaL A MIBION ... . i wiiisiissisesisissossbossinssmirsenssssess sommsaomresiessssesserssessssidsesessres (23.802) (22.882)
Balance. end of vear, $ 0 % 56
OVERHEAD (‘ONVLRSION H'ND ‘
Balance, beginning of year.. $ 14,150 8 0 |
Additions — From m\pmvcmcms ad umlmgem o fund . 6.701 14,150 |
Deductions — Payments from overbiead converson fund ... 0 0 ‘
R T T o e I SR, PSR S et e ERER ey st et 5 208851 § 14,150 j
IMPROVEMENTS AND CONTINGENCIES FUND: |
Balance, beginning of year.......... $  Libdle 8 9191K |
Additions —- |
From apphcation of revenue — ;
Minimum requirement 12 172 percent of gross revenue) ... ... et e e B ot el e e s o ke [ 114,356 111.644 |
Bolance of available net revenue . (el o B I T L 204,799 198,171 |
et SR e e SRS S L e T A Y 319,158 309815 |
Deductions — |
New series bonds — '
Net deductions (additions ) 1o reserve ... 621 (1, 150) |
Payment of bond interest.............. (127,269) (129 .899) |
Praymient of BOng PrICIPAL ...t er e onmstse st rmiesosiiss (69.067) (64,597 |
Commercial paper — !
Payment of commercial paper redemprion interest 17,102 (5,982 |
Payment of commercial paper redeemed (16,700) {16,900
Deductions (additions) 1o commercial paper redcmpmm fund 56 K7 |
Construchion expenditures . ! (110,104) (60,726) |
Transfer 10 overhead conversion fund = 6701) 114,150 |
Total i3 266) _ __ (393317)
Bulance, end of year 3 93305 % 110416 |
REINVESTED EARNINGS
Balance, beginning of yeur $ 1456509 % 1480732
Additions —
From wnprovements and contingencies fund ——
For construction.. . - 10104 66,726
For new series bords pmmpal p.n ments.. 69,060 64 580
For commercial paper principal pe, mmh 16,700 16,900
From application of cammgs —
For old senies bonds prmcipal payments 12,750 12,000
Progeeds from sale of assess o M 0
Toul el 153,306
Deductions —
Depreciation .. ! 142,102y (13K V39,
Aot zation ufdmu\mt on upual ummmlu w honds (16,705, (15579
Amorization of bond reacguisition costs and debt issue expens. (IR, 069) (18437
Amortization of discount o new series bands o i5ae (5474,
Tonal (18228 TR A2Y)
Bala . en” of vew .. LM L mu;n A0

The wie CRPGIIVINE BeREs Ty att) e gral gt of these fing il slatements
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STATEMENTS OF CASH FLOWS

1996
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NOTES TO FINANCIAL STATEMENTS JANUARY 31, 1996 AND 1995

1. Significant Accounting Policies

ORGANIZATION - City Public Service (CPS), a munici-
pal utility owned by the City of San Antonio (the City), pro-
vides electricity and natural gas to San Antonio and surround-
ing areas. As a mumcipal utility, CPS s exempt from pay-
ment of income taxes, state franchise and sales taxes, and
real and personal property taxes. CPS provides certain pay-
ments and benefits to the City as described more fully in
Note 8.

BASIS OF ACCOUNTING — The financial statements of
CPS are presented in accordance with generally accepted ac-
counting principles for rate-regulated enterprises. The ac-
counting records of CPS follow the Uniform System of Ac-
counts for Gas and Electric Utilities issued by the National
Association of Regulatory Utihity Commissioners. Also, CPS
has elected not to follow the pronouncements of the Finan-
cral Accounting Standards Board (FASB) issued after No-
vember 30, 1989, which is an alternative of the Governmen-
tal Accounting Standards Board (GASB) Statement No. 20,
Awmmmmmxmmmmw
and O

Accounting. This election a\'mds conflicts created when the
FASB issues standards that conflict with GASB pronounce-
ments.

FISCAL YEAR — The fiscal year ended January 31, 1996,
is referred to herein as 1996; the fiscal years ended January
31, 1995, and January 31, 1994, as 1995 and 1994, respec-
tively.

REVENUE AND EXPENSES — Revenue 15 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 the South Texas
Project (STP) to fuel expense on a unit-of-production method.
Under the Nuclear Waste Policy Act of 19%2, the federal gov-
ernment assumed responsibility for the permanent disposal
of spent nuclear fuel. CPS is charged a fee for disposal of
spent nuclear fuel, which is included in fuel expense, in the
amount of $.00094 per generated kilowatt hour (KWH) for
its share of electricity produced by STP. For further discus-
sion regarding the STP, see Note 9

UTILITY PLANT — Unlity plant is stated at the cost of
construction, including costs of contracted services, direct
matenal and labor, indirect costs, including general engineer-
ing, labor and material overhead. and an allowance for inter-
et used during construction (AIUDC ). CPS computes ATUDC
using rates representing the cost of borrowed funds on projects
estimated to cost in excess of $250,000. Retirements of util-
Aty plant, together with removal cost less salvage, are charged
te 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, build-
ings, and equipment for general and administrative purposes
that are used commonly in electric and gas operations.

CPS computes depreciation using the straight-line method
over the estimated service lives of the various classes of de-
preciable property as determined by periodic engineering stud-
ies. Depreciation as a percentage of average depreciable plant
was 2.95 percent in 1996 and 1995.

RESTRICTED CASH AND INVESTMENTS — These
funds are generally restricted as to use for other than current
operations or are designated for expenditures in the acquisi-
tion or construction of non-current assets. Funds consist pri-
marily of unspent bond issue proceeds, debt service and re-
serves required for Old and New Series Bonds and commer-
cial paper, and funds for future construction or contingen-
cies. The Overhuad Conversion Fund was established in 1995
This fund includes | 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 1996, 1995
and 1994 revenues. Customer assistance program funds, in-
surance reserves, 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 1s used to deter-
mine cost in computing gain or loss on sales of securities.
Amortization of premium and accretion of discount are re-
corded over the terms of the investments,

DEFERRED DEBITS AND OTHER - These amounts
consist primarily of the unamortized balances of debt issu-
ance expenses, nuclear fuel assessment and STP litigation
expenses and noncurrent litigation settlement receivables.
Amortization of debt expense is recorded over the period of
the outstanding bonds. Also included are assets of an em-
ployee deferred compensation plan held by a trustee,

DEFERRED CREDITS AND OTHER  These amounts
consist primarily of habilities relating to employee deferred
compensation, nuclear fuel assessment, customer assistance
program contributions, and customer advances for construc-
tion. Operating reserves for property ihsurance and njuries
and damages are also included in this category

STATEMENT OF CASH FLOWS - For purposes of re-
porting cash flows, CPS considers all highly hquid debt in-
stroments purchased with a maturity of approximately three
months or less to be short-term investments. Accordingly,
CPS" temporary investments and restricted cash and invest-
ments are cash equivalents, No material noncash mvesting
or noncapital financing transactions occurred during 1996
and 1995

To determine net cash provided by operating activities, net
carnings have been adjusted by changes in current assets and
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current liabilities, excluding changes in cash and temporary
investments and current maturities of long-term debt. Changes
shown as an (increase) decrease in current assets and as an
increase (decrease) in current liabilities are as follows

1996 1995
“In thousands)
Customer accounts receivable $ 72,769
Other receivables ) (3,154)
Inventories and supplies 283) (2,679)
Prepayments an uwne, ,153) 2,191
Accounts payable and acc rued liabilities 140) (3,052)
Construction retainage p yable 0 (21,739)

Customer service depos s 207 62
$(26911)

Changes in current ass .(s and current liabilities $(19,702)

Cash interest paid by CPS, net of AIUDC, was $137,954 and
$139,695 in 1996 and 1995, respectively

2. Cash and Temporary investments

CPS cash deposits at January 31, 1996, and 1995, were en-
tirely insured or collateralized by bar"is for the account of
CPS. For deposits that were collateralized, the securities were
U.S. Government obligations held in book entry form by a
third party in CPS’ name. CPS’ cash book values were $7.4
million at January 31, 1996, and CPS’ bank balances were
$9.4 million also at year end

At January 31, 1996, and 1995, CPS’ investments, both re
stricted and unrestricted, were all in U.S. Government obli
gations and were held in book entry form by a third party in
CPS’ name. CPS’ investments are generally limited to U.S
Government or U.S. Government guaranteed obligations by
['rust Indenture, Ordinances, aid State Law. Investments car
ned at amortized cost plus accrued interest wete $507.3 mil
lion with a market value of $514.1 million at January 31,
1996, and were $423.1 million with a market value of $419.9

million at January 31, 1995
3. Revenue Bond indenture Requirements

I'he trust indenture executed by the City in conjunction with
the issuance of the revenue bonds dated February 1, 1951
through August |, 1974, (Old Series Bonds) contains, among

others, the following provisions

(1) All of the assets of the gas and electric systems
togetn:r with the net revenues of the systems, as defined, are
pledged with the Harris Trust and Savings Bank of Chicago
[llinois, as Corporate Trustee, to secure the payment of the

Old Senes Bonds

(2) Gross revenues of the gas and electric systems
shall be applied to: (a) expenses of operating and maintain
ing the systems, (b) debt service and reserve requirements on
the Old Series Bonds, (¢) payment of an “in lieu of tax” amount
to the City [tax equivalent), (d) an amount equal to 12 1/2
percent of gross revenues to the improvements and contin-
gencies fund, (e) additional benefits and payments to the City
to bring City benefits and payments to 14 percent of gross
revenues, (f) additional payments to the improvements and
contingencies fund until such fund equals 20 percent of the
value of fixed capital assets, and (g) the balance to a surplus
fund

(3) The following funds are established: (a) gen-
eral fund, (b) improvements and contingencies fund, (c)
bond construction fund (containing the proceeds of rev-
enue bonds), (d) principal ar:d interest current requirements
(containing the monthly payments of annual debt re-
quirements), and (e) bond reserve fund (containing an
amount equal to the next fiscal year's principal and inter-
est requirements). These funds may be invested with au-
thorized depository banks or in U.S. government securi-

ties

Beginning with the fiscal year ended January 31, 1976,
new series electric and gas systems 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 fur-
ther bonds or obligations will be authorized or issued un-
der the terms of the trust indenture for Old Series Bonds
While any of the Old Series Bonds are outstanding, the
New Series Bonds are payable solely from the net revenues
of the systems (1) deposited and available for deposit in
the improvements and contingencies fund and (2) from
funds payable to the City. At such time as the t.ust inden
ture covering the Old Series Bonds becomes inoperative,
revenues will be applied as follows: (a) for maintenance
and operating expenses of the systems, (b) for payments of
the New Series Bonds, (c) for the payment of any obliga
tions inferior in lien to 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 to 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 aver
age annual principal and interest requirements of all out

standing New Series Bonds be established

Y96, bond reserve rt Juirementis K
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4. Revenue Bonds

A summary of revenue bonds is as follows:

Weighted-Average
Interest Rate
on Outstanding
Bonds at January 31
Maturities January 31,1996 1996 1995
(In thousarids)
Old Series,
1974 1997 7000% $ 13500 § 26,250
New Series Serial Bonds,

1977-1995 1997-2018 5.606%* 2,360,550 2,284,510
Unamortized New Series

Bonds issue discount (72,5171 (78,026)
New Series Capital Appreciation Bonds,
1989 & 1991 2002-2012 502,56 502,565
Unamortized Capital Appreciation
Bonds discount (254,778 (271,483)
5.607% 2.549,2'32_ 2,483616
Less: Current maturities of bonds 88,700 81,810
Unamortize wost of bond reacquisition 183,568 201,180
Revenue bonds, net
of current maturities $2,276,992 $ 2,200,926

* All new series bonds, including capital appreciation bonds.

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

Principal Due
Year Old Series Bonds ~ New Sertes Bonds Total
1997 $ 13500 5 75,200 $ BR700
1998 93,145 93,145
1999 94,555 94,555
2000 102,890 102,890
2001 120,545 120,545

In prior years, CPS refunded certain previously issued and
outstanding New Series Bonds through the issuance of New
Series Revenue Refunding Bonds. The refunded bonds and
related trust accounts are not included in CPS financial state-
ments. At January 31, 1996, portions of the bonds (in thou-
sands) which have been defeased were still outstanding as
follows:

Fiscal year 1988 refunding ... ..o, $ 79,350
Fiscal year 1992 refundiing ...........cccoocommivmrnnnnnes 4,100
Fiscal year 1993 refunding ...................ccoomrincens 160,205
Fiscal year 1995 refunding ..............coocoeriinvinnnes 100,990

In 1996, CPS issued $125.0 million of New Series 1995 Rev-
enue Bonds at an average interest cost of 5.50 percent, with
delivery on November 16, 1995. The proceeds from these bonds
will be used for CPS’ construction prograrn.

In February 1994, CPS issued New Series Bonds which in-
cluded $37 million of London Interbank Offered Rate (1.IBOR)
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 bondhold-
ers, ».6 million of the LIBOR Floater Bonds were converted

to fixed rate obligations during fiscal year 1995, with the
remaining $1 million being converted by the bondholders
to fixed rate on February 1, 1995. The bondholders’ con-
verted rates are higher than CPS’ contract fixed rate. Dur-
ing the fiscal year, CPS was exposed to minimal market
risk. This risk is equivalent to the difference between CPS’
contract fixed rate and the converted fixed rate on these
bonds for one interest period. CPS does not anticipate non-
performance by the contract counterparty, who is rated
AAA by Standard & Poor’s Corporation.

5. Commercial Paper

In October 1988, the City Council of San Antonio, Texas
(City Council) adopted n ordinance authorizing the issu-
ance of up to $300 million in Tax-Exempt Commercial
Paper (TECP). This ordinance as amended provides for
funding to assist in the financing of eligible projects, in-
cluding fuel acquisition and capital improvements to the
utility systems (the Systems), and to refinance or refund
any outstanding obligations which are secured by and pay-
able 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 1, 2028.

Based upon the revised ordinance authorization, CPS is-
sued $211 million of TECP to call long-term bonds during
fiscal year 1994. CPS has self-imposed a schedule to pay
off the balance of the principal used for the redemption of
long-term debt. Under this payback, $16.7 million of the
$211 million was redeemed during 1996; $16.9 million
was redeemed during 1995; and $5.6 million was redeemed
during 1994, In 1997, the principal payment scheduled is
$17.3 million with slightly greater amounts scheduled for
the following four fiscal years.

In 1996, $30.3 million of TECP was sold to fund construc-
tion costs. As of January 31, 1996, $295.1 million in prin-
cipal amount was outstanding, with a weighted-average
interest rate of approximately 3.67 percent and an average
life of approximately 94 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 amount not to exceed $300 mil-
lion for the purpose of paying amounts due under the TECP.
The credit agreement has a term of two years, currently
extended until November 1, 1997, and may be renewed for
additional periods. There have been no borrowings under
the credit agreement as of January 31, 1996, The TECP is
secured by the net revenues of the Systems. Such pledge of
net revenues is subordinate and inferior to the pledge se-
curing payment of the Old Series Bonds, the New Series
Bonds and any New Series Bonds to be issued in the fu-
ture.

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
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held in a separate trust that is periodically audited and which
statements include historical trend information. Generelly,
participating employees contribute 5 percent of their total com-
pensation and are normally fully vested in CPS’ contribution
after completing 15 years of credited service. Normal retire-
ment 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 retirernent before age 55.

The total emplover and employee pension funding, which in-
cludes amortization of past-service costs using the unit credit
cost actzanal method, is summarized as follows:

1996 1995
(In thousands)
Employee cont  JHONS ..o $ 573 $ 5,742
CPS contributions ........ P  E — o 14,078 13,971
Total contr butions ... e $ 19816 $ 19,713
Covered payroll ... $ 115,634 S 118,178
T SR e S $ 125315 $ 125,132

The actuarially determined contribution requirement as of
December 31, 1995, was computed using an assumed rate of
return of 8.5 percent. For 1996 and 1995 the pasi-service
costs were amortized over 20 years, as compared to a 30-year
amortization for prior years. There were no changes in plan
provisions, actuarial assumptions or cost methods from 1995
to 1996.

CPS contributions amounted to 12.2 percent of covered pay-
roll in 1996, and 11.8 percent in 1995 and 14 percent in 1994,
Of the amounts contributed during years 1996, 1995, and
1994, approximately $13.9 miilion, $13.4 million, and $12.9
million, respectively, was to fund the normal costs of the Plan
each year. The remaining contribution in each year was to
fund the amortization of the unfunded actuarial accrued li-
ability.

GASB Statement No. 5, Disclosure of Pension Informaiion
by Public Employee Retirement Systems and State and Local
Governmental Employers, requires that a pension benefit ob-
ligation be measured using the actuarial present value of cred-
ited projected benefits, as adjusted for projected salary in-
creases. This measure is independent of the funding method
used to determine contributions to the Plan; however, the sig-
nificant actuarial assumptions used to compute the contribu-
tion requirement are the same as those used to compute the
pension benefit obligation.

Under GASB Statement No. 5, the following represents CPS’

pension benefit obligation (in thousands) as of December 31,
1995, and 1994:

1995 1994

For retirees, beneficiaries and inactive

participants ... - $ 173396 $ 154874
For active participants

Employer and employee - financed

vested benefits 229,608 214322
Employer-financed nonvested benefits 52,327 54 084
Total pension benefit obligation . . 455331 423,280

Net assets available for plan benefits
(at fair market value) 453 985 350,922
Unfunded pension benefit obligation $ 1,346 $ 7235

Net assets available for plar benefits were 99.7 percent of
total pension benefit obligation in 1995, as compared with
83 percent in 1994 and 91 percent in 1993. Unfunded pen-
sion benefit obligation was equal to 1.2 percent of annual
covered payroll in 1995, as compared with 61 percent in 1994
and 33 percent in 1993,

Prior to GASB Statement No. 5, CPS reported the Plan status
as the actuarial present value of accumulated plan benefits.
Under such method, the actuarial present value of accumu-
lated plan benefits using an assumed rate of return of 8.5
percent was $334.5 million at December 31, 1994. At that
time, net assets available for plan benefits were $350.9 mil-
lion at fair market value. As of December 31, 1995, the actu-
arial present value of accumulated plan benefits was $363.2
million as compared to net assets of $454.0 million.

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 fiscal 1996 and
1995 were $498 thousand and $542 thousand respectively,
and were recorded when paid.

Deferred Compensation Plan

CPS offers its employees a deferred compensation plan cre-
ated in accordance with Internal Revenue Code Section 457.
The plan receives no contributions from CPS. It is available
to all CPS employees and permits them to defer a portion of
their salary urtil future years. Funds are managed by an in-
dependent trustee. The deferred compensation is net avail-
able to employees until termination, retirement, or death, or
due to an unforeseeable emergency.

All amounts of compensation deferred under the plan, all prop-
erty and rights purchased with those amounts, and all in-
come attributable to those amounts, property, or rights are
(until paid or made available to the employee or other benefi-
ciary) solely the property and rights of CPS (without being
restricted to the provisions of benefits under the plan), sub-
ject 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 is the opinion of management that CPS has no liability for
losses under the plan and that it is 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 contri-
butiuns are made to the programs. These costs approximated
$2.0 miliion and 1 & million for 1996 and 1995, respectively
CPS reimbursed $46.10 per month for Medicare supplement
for certain retirees and their spouses enrolled in Medicare
Part B in 1995 and $42 50 effective January 1, 1996
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Retired employees and covered dependents cont: ibuted $762
thousand and $701 thousand for their health care and life
insurance benefits in fiscal 1996, and 1995, respectively. In
fiscal 1996, there were approximately 1,638 retirees and cov-
ered dependents eligible for health care and life insurance
benefits, as compared to approximately 1,578 in 1995

In view of the potential economic significance of these ben -
efits, CPS has reviewed the present value of the
postemployment benefit obligations for current retirees. The
January 1, 1996, valuations are $51.4 million for health and
$14.0 million tor hfe insurance benefits. The actuarial analy-
sis of the present value of postemployment benefit obliga-
tions for other participants fully eligible for benefits are esti-
mated to be $34.1 million for health, $90 ousand for life
insurance and $1.9 million for disability benefits. CPS began
partial accrual and funding of projected future benefits in
1992 Funding totaled $7 million in fiscal year 1996 and $5
million per year in 1995, 1994, and 1993,

8. Payments to the City

The trust indenture provides for benefits and services total-

ing 14 percent of CPS gross revenues, as defined, to be paid
or provided to the City, Pavments to the City for 1996 and
1995 (in thousands), based on allowable revenue, were as
follows:

1996 1995
Tax equivalent § 13,696 $ 1273
Refund gis and electric services veers 16,587 16,163
Addimonal cash payments 492 630 90953
Total payments to the City $123822 $119 K52

9. South Texas Project (STP)

CPS is one of four participants in the STP, which consists of
two 1,250-megavatt nuclear generating units in Matagorda
County. Texas. The other participants in the project are the
project manager. Houston Lighting & Power Company
{HL&P), Central Power and Light Company (CPL.). and the
City of Austin (Austin). Under the terms of the STP Partici-
pation Agreement, each participant provides funding for its
share of construction and operating expenditures. Full power
operating licenses were issued by the Nuclear Regulatory Com-
mission (NRC) on March 22, 1988, for Unit | and March 28,
1989, for Unit 2. In-service dates for STP were August 1988
for Unit | and June 19%9 for Unit 2. CPS’ 2K-percent owner-
ship in the STP represents 700 megawatts of plant capacity.
At January 31, 1996. CPS " investment in the STP utility plant
was approximateiy $ 1.8 billion, net of accumulated deprecia-
ton

LITIGATION — The participants in STP have made clams
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 arbwtration made
in 198K 10 response to HL&P's suit for contribution for any
damages owed Austin, The Austin tnal in 1959 resulied m a
jury verdict in favor of HL&P which was upheld on appeal
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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
10 support and to seek consent of the other owners of STP 10
certain amendments of the Participation Agreement. includ-
ing changes in the management of the Project through which
HL&P would be replaced as Project Manager by an indepen-
dent entity. Austin and CPS have also filed suit in Houston,
Texas, against HL&P alleging that HL&P is liable for the
failure of STP 1o operate from February 1993 until Spring
1994, HL&P has denied hability and counter-claimed for the
reasonable value of its services as Project Manager. Trial of
Austin’s suit began in March 1996, Trial of CPS’ suit did not
begin because of ongoing setttlement discussions between CPS
and HL&P. In the opimon of management of CPS, the reso-
lution of these proceedings will not have a material adverse
eftecton the financial position or results of operations of CPS.

NUCLEAR INSURANCE The Price-Anderson Act, a com-
prehensive statutory arrangement providing himitations on
nuclear hability and governmental indemnities. is in effect
until August 1, 2002, The himit 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 insured
facility 15 $75.5 million. which may be adjusted for inflation,
for each licensed reactor, but not more than $10 milhion per
reactor for each nuclear incident in any one year. CPS and
each of the other participants of STP are subject 1o such as-
sessments. CPS and the other participants have agreed that
any such assessments will be borne on the basis of their re-
spective ownership interests in STP. CPS” ownership interest
in STP is 2% percent. For purposes of these assessments, STP
has two licensed reactors. The participants have purchased
the maximum Limits of nuclear hability insurance, as required
by law, and have executed indemnification agreements with
the NRC, in accordance with the financial protection require-
ments of the Price-Anderson Act.

A Master Worker Nuclear Liability policy, with a maxi-
mum himit of $400 million for the nucear industry as a
whaole, 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 agamst another party. STP could
be assessed up to approximately $3.7 milthon to pay its
share for this Liability coverage during the life of the plant.

NRC regulations require hicensees of nuclear power plants
1o obtain on-stte property damage insurance in a minimum
amount of $1.06 billion. NRC regulations also require that
the proceeds trom this insurance be used first 10 ensure
that the licensed reactor is in o safe and stable condition
SO @s 1o prevent any significant risk to the public health or
safety. and then to compiete any decontamination operad
tions that may be ordered by the NRC. Any funds remain
ing would then be avatluble for covering direct losses to

property



The owners of STP currently maintain $2.75 billion of nuclear
property insurance, which is above the legally required amount
of $1.66 billion, but is less than the total amount available
for such losses. The $2.75 billion of nuclear property insur-
ance consists of $500 million in primary property damage
insurance, along with $2.25 billion of excess property dam-
age insurance that is subject to a retrospective assessment
being paid by each electric utility which 1s a member of
Nuciear Eleciric Insurance Limited (NEIL). In the event that
property losses as a result of an accident at the nuclear plant
of any utility insured by NEIL exceed the accumulated fund
avatlable to NEIL, a retrospective assessment could occur.
The maximu:n aggregate assessment under current policies
1s $25.8 million Juring any one policy year.

NUCLEAR DECOMMISSIONING - In July 1990, CPS,
together with the other owners of the STP, filed with the NRC
a certificate of financial assurance for the decommissioning
of the nuclear power plant. The certificate assures that CPS
will meet the minimum decommissioning funding require-
ments mandated by the NRC. The STP owners agreed in the
financial assurance plan that their estimate of decommission-
ing costs would be reviewed and updated periodically. In 1994,
the owners conducted a review of decommissioning costs. The
results estimated CPS’ share of decommissioning costs at ap-
proximately $270 million in 1994 dollars, which also exceeded
NRC minimum requirements.

In 1991, CPS started accumulating the decommissioning
funds in an external trust, in accordance with the NRC’s regu-
lations. The trust accounts and related decommissioning li-
ability are not included in CPS’ financial statements. At Janu-
ary 31, 1996, CPS has accumulated approximately $47.1
million of decommissioning funds in the external trust. Based
upon the 1994 decommissioning cost study, the annual
levelized funding increased to $8.8 million for 1996. Decom-
missioning trust funding was $5.1 million for 1995

10. Commitments ard Contingencies

In the normal course of business, CPS is involved in other
legal proceedings related to alleged personal and property
damages, breach of contract, condemnation appeals and dis-
crimination cases.

In addition, CPS power generation activities and other utility
operations are subject to extensive state and federal environ-
mental regulation. In the opinion of management of CPS, the
outcome of such proceedings will not have a material ad-
verse effect on the financial position or results of operations
of CPS.

Purchase and construction commitments amounted to approxi-
mately $339 million at January 31, 1996. This amount n-
cludes approximately $126 million that is expected to be paid
for natural gas purchases to be made under the contracts cur-
rently in effect through the year 2002; 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 $28 million for coal purchases through 2000, $106 million
for coal transportation through 2004, and $16 million for
treated cooling water through 2005, based upon the mini-
mum firm commitment under these contracts.

The Public Utility Commussion (PUC) of Texas is currently
modifying certain rules to comply with current legislative
changes affecting the utility industry. All electric utilities which
operate in the State of Texas will be affected by these new
rules. One such rule, which has recently been approved by the
PUC and for which CPS is currently evaluating its options for
compliance, is the Transmission Pricing and Access Rule. This
rule requires utilities to separate their personnel engaged in
selling power in the wholesale market from the personnel who
operate the transmission system. The rule also mandates that
electric utilities charge customers for open transmission ac-
cess according to a formula based 70 percent on a single state-
wide fee and 30 percent on the calculated economic impact of
open access on each electric utility in Texas. This rate struc-
ture potentially would cost CPS $2 million to $3 million per
year in revenues paid to the state to subsidize competing utili-
ties with higher transmission costs. The Commission also
adopted a rate-moderation plan that will minimize the rate
impact of the new pricing mechanism for the first three years
that the rules are in effect. Under this plan, CPS’ payment to
the State in the first year would be 10 percent of the total cost
mentioned above; payments in the second and third years would
be 20 percent and 30 percent of the above cost, respectively.
CPS has not decided if it will take legal action to oppose this
new Transmission Rate Structure.
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11. Segment Information:

1996 , 1995
Electric Gas Total __Electric Gas Total
(In thousands) (In thousands)

BREVENUIE oo ot S aersbmmrersiatns $ 777657 $ 108625 S5 886282 § 757.937 $ 110,694 § R6K.63]
EXPENSES:

Operating and maintenance expenses 374 468 80,246 454.714 367,429 80.807 44%.236

Depreciation ... 132,413 9,689 142,102 129,729 9.210 138,930
Total expenses ..o, ik 506,881 89,035 596,816 497,158 90,017 587,175
OPERATING INCOME ..o $ 270776 $ 18,690 289466 S 260,779 $ 20,677 2%1.456
Interest and other income .............c....co...... . 28 568 24,525
Net interest and debt expense and tax

equivalent to the City of Ssn Antonio .. (193,596) (191.452)
EXCESS OF REVENUES OVER EXPENSES S 124438 $ 114,529
CAPITALEXPENDITURES .......cocoovevee. $ 126,203 $ 27123 § 153326 § 124813 S 24,706 ; 149.519
Identifiable assets ... a3 3,700,528 8 260494  $4.021.022  § 3,743,683 » 243,002 % 3,986,775
Gienersl as8els ....oorvneniioeorivisiesmanses : 555,942 473 188
TOTAL ASSETS ....coovociiviiniiirecrminnes S 4,576,964 $ 4,459,963

Report of Independent Auditors

Board of Trustees
City Public Service

We have auditer the accompanying balance sheets of City Public Service as of January 31, 1996 and 1995,
and the related 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 Ser-
vice. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards re-
quire that we plan and perform the audit to obtain reasonable assurance about whether the financial state-
ments 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, 1996 and 1995, and the result of its operations and its cash
flows for the years then ended in conformity with generally accepted accounting principles.

émctvf LLP ﬂmba,&;,/jyéw

San Antonio, Texas
March 15, 1996

MR RCARRLI 4 okt O



FIVE YEAR FINANCIAL REVIEW

Years Ended January 31,

iIn thousands)

(Unaudited)

REVENUE AND APPLICATION
Revenues:

BROUIE BRIDE. ..t siins capeminciasss s
6T O DN SR R S

Revenues apphed:

Cost of operating systems:

Fuel. purchased power and resale gas ...........
Other operating and general expenses...........
MaIMenance ..........oooovvviiiiirici s,

Debt requirements for Old Series Bonds:

INMETest eXPense .......cooooiviiriciiivinirieiornn,
Principal requirements.................oco.ocoevon,
Reserve requirements............coccoevvveen ..
DEDEEXPOREE ...........coooonrinesirissireransesssesansssnses

Payments and services to City:
Tax equivalent to City of San Antonio ..........
Refunds for services.............oovvviioicnninnnnn,

Debt requirements for New Series Bonds/Other:
Interest expense ...,
Principal requirements...................c..............
Reserve requirements...............co.oocveennnnn.

Debt expense ...,
T T S R S

Allowance for interest used during construction

Adaditiors to plant:

Gross construction for year ..........................
Less construction funds provided by
sources other than revenues ........................
Revenues used for additions to plant ...
Additions to Improvements and
Contingencies fund.................c.cccoovvrnirnn.
Additions to Overhead Conversion

BALANCE SHEET DATA

Utility plant atcost ® ..o,
Gross ConStruction .............cccorvivenioncncn,
Accumulated depreciation................ s sansa
Annual depreciation allowance . ................
Bond principal and imerest coverage ... ..

9% 19es 1994 1993 1902
$ 777,657 § 757937 % 781661 $ 708257 $ 672434
108,625 110.694 125,491 112,611 106,927
28,568 24525 23353 26508 36023
$ 914850 % 893.!5(1 S 930,505 i 847,376 $ 815.384
$ 203337 % 210503 % 260215 0§ 201699 0§ 174758
172,745 164 885 166,054 143,753 136.975
78632 72848 BRS28 65,170 63860
$ 454714 $ 448236 5 514797 § 410622 § 375,593
$ 0 0 3 0 % (U ) 0
$ 1.838 % 2678 % 3390 0§ 4067 S 4,720
12.840 12,235 13,112 12.306 11,500
(87) (327) (346) (239) X3
3 4 6 r. 9
$ 14594 8 14590 $ 16162 § 16.141  § 16,312
$ 13696 § 12736 § 1IRI7 § 11,244 § 11,722
16,587 16.163 16,464 16,387 17,110
9263 90953 96601  BSKR4  BO.IKS
$ 122922 § 119852 S 124882 § 113515 § 109017
$ 127,268 § 129899 8§ [50588 % 159,169 & 160959
$9.067 64,597 66,460 69,965 62,520
(621) 1.150 1.239 5.568 I 3,886
17 14 42 69 81
6,267 3. 721 3.252 5.394 9,158
23,746 22795 R4 0 0
$ 228744 § 222176 % 230010 $ 240,165 $ 246604
$  (2818) § (3.072) $§ (1977) § (29055 $%  (31.418)
$ 153326 § 149519 $ 124,162 $ 171952 % 2298%3|
43222 R8792 59679 TROR9 134497
$ 110,104 % 60,727 $ 64,483 % 93863 8 95,334
(17111 16,497 (17.852) 2,125 3,942
6701 14,150 o 0 .
$ 99694 § 91374 § 46631 $ 95988 § 99,276
$ 914850 § 893150 § 930505 § 847376 $  K15,384
$ 4427212 § 5013020 S 4911599 0§ 4793976 $ 4.641.841
153,326 145,519 124,162 171,952 229,831
1.269.710 1,159,599 1,042 183 917,783 RO6,770
142,102 138,939 136,957 120,879 114,332
2.18x 2.12x |, 78x | 78x | Bix

* Prior fiscal years reclassified t veflect Conteibutions in Ad of € onstruction




Years Ended January 31,

thn thowsands)

(Unaudited)

1992 a0 luides Tost Engrey of 226 794

FIVE YEAR OPERATIONS REVIEW
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1996 1995 1994 1993 1992
» OPERATING REVENUES 2 - B
. Electric:
Residential.........ccoooiiiiiiviiiniionvinnnnnn. $ 360484 $§ 346396 $ 350583 0§ 320067 S 306.709
y Commercial and industrial ... ... 304,090 301.319 315,156 284,289 267,241
Street lighting..........oooooovivviciiviiiirinn, 10.762 10,454 10,468 9,845 9,367
Public ABthorities.............cewnciiosssmess 80.812 78,504 86,370 78,061 75,392
Other utithties ... oo 15,540 15,239 13,569 10.805 8,548
RO NANBOUS ... .nvscvesoeshisiiinsanssnssisassassas I 5963 6.025 5516 5,190 5.477
Total electric .......ooooooooooer. . $ 777687 $ 757937 §  TRI662 S TOB257 $ 672434
Gas:
IRERIMETEIL . ;v sarrs brenscsnrassssussssonsnsnbipe % 65,668 % 65965 % 75.708 % 68,208 § 65.768
Commercial and industrial ................. 36,305 37,982 41,944 37,332 310
Public Authorities ..., 5,763 5.824 6.905 6.283 6,225
MisCellaneous ..........c......ccooocooimrnrnii 889 923 934 788 824
TO BB5.....coorscrrccrrmscsiassssissesions $ 108625 § 110694 S 125491 S 112611 S 106927
SALES (000 OMITTED)
Electric — KWH:
BROMAEIIAL. .o easis s ssiivimasivinontersinnsaiionsss 5,606,699 5,287 483 5.005.292 4,831,794 4,793,631
Commercial and industrial .................... 6,090,667 5.881.461 5.604 418 5420383 5.281,292
Street BEghting......coovieoviiiiciiiniiiins 95,428 92,392 90.619 87,567 R6.661
Public Authorities..........cooccvvveiinnnnn. 1,854,042 1.765.72% 1.668 884 1.619.005 1,623,979
Other utihities .. oo, 608,454 472 864 356,164 328.547 225,942
| N e s e 14,255,290 13.499.928 12,725,377 12,287,296 12,011,505
Gas — MCF:
PRORIIETIIIND .. os v il riner it spiveriessa itsi 12,902 12.48% 13,921 13.397 13,340
Commercial and industrial ..................... 10,683 10,566 10,584 10,166 9,658
Public Authorities ... ks 163 1.803 1LBOO 1812
R e S O e R 25,503 24,693 26.30K8 25,363 24810
PURCHASE FOR RESALE:
Electric (1000) KWH * . ..o 345,107 327.082 70,977 292 686 67,900
Cais CHEMKD) WECOE... oo aecsssiierinsmmarsinesersidente 28,927 24,975 27112 25,326 25.078
ELECTRIC GENERATION —
(VNN WEL ..o oinvcose i rssararassiavssuons 14.764.596 13945516 13,431,946 12,710.278 12,621,547
Electric Gen. Capacity, KW (Gas) ... 2,430,000 2,400,000 2,400,000 2.400.000 2,400,000
Electric Gen. Capacity, KW (Coal)............. 1385000 1.336.000 1.336.000 1,336.000 ¥36,000
Electric Gen. Capacity, KW (Nuclear) ... 700,000 700,000 700,000 700,000 700,000
& ELECTRIC PEAK DEMAND — KW ... 3.249.000 3.082.000 2,908,000 2.817.000 2.799 (00
| NUMBER OF CUSTOMERS:
| BICCIFIC ..vccoovvrrrorrienen e B 519,269 506,646 494,385 485,345 476,122
T R e AR R e ) 299,167 296,200 292,241 200,497 287.502
RESIDENTIAL AVERAGES:
Electric:
Revenue per customer....... ... $ 799.26 % 786.61 $ 81444 § 756.51 S 734.82
KWH per customer ..., 12,431 12,007 11.628 11,420 11485
Revenue per KWH ... 6.43¢ 6.55¢ 7 00¢ 6.62¢ 6.40¢
Cias
Revenue per customer Wit $ 237.20 $ 24078 % 27913 § 25396 % 247.32
MCF per customer...................... 46.6 45.6 5.3 499 50.2
Revenue per MCF > 509 8 S22k % 544 % 509 % 4.93
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CPS MANAGEMENT STAFF

Arthur von Rosenberg Jamie A. Rochelle
General Manager \ssistant General Manager

for Planning and Development

Kenneth J. Fiedler Howard Freeman
Assistant Genera ‘l’&"l‘;\'l’ Assistant General Manager
for Operations for Finance




CPS DEPARTMENT MANAGERS

Ralph E. Alonzo
Customer Services

Les Barrow
Construction

Steven Braimer
Administrative Services

Martin Clausewitz
Generation and
Environmental Planning

Anthony C. Edwards
Employee Relations

Lou Fleckenstein
Materials and Trans» tation

Nick Flores
Operations

Paul Garza

Field Administration
Wallace H. Geissler
Power Plant Engineering

William C. Gunst
Production

Leonard Hill
Transmission and
Distribution Engineering
Cy Hutchinson

Data Processing Services

John J. Leal

Personnel

Donald R. Schnitz
Gas Engineering and Fuels

Stewart Schooter
Legal Services

Barbara K. Stover
Public Relations

Donald S. Thomas
Financial Services






CPS BOARD OF TRUSTEES

Arthur Rojas Emerson Pat Legan Dr. Frank Bryant
Chairman Vice Chairman Trustee
WIOATV egan Properties Physici:

Glona Hernandez William E. Thornton
T rustee Ex-officio Trustee
.'\v’. L' . .A.. \’{'1!"‘ 1 ': .;.u- i
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