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Annual Meeting

The annual meetung of Community Public Service Company will be heid in
the Eighth Floor Meeting Room of The First National Bank Parking Garage. 501
West Sixth Sueet, Fort Worth, Texas, on Fridav, Apnil 24, 1981, at 1000 am..
Central Standard Time. In connection with this meeung, proxies will be solicited
bv the board of directors of the Company. A notice of the meeting, together with a
proxy statement, a form of proxy and this Annual Report o Shareholders was

G-

mailed on or apout March 27. 198, to shareholders of record as of March 5, 1951

About the Company

Community Puilic Service Company s an investor-owned slectric unhin
company engaged primarily in trarsmitting. distributing and selling electric
energy in 88 municipaiiies and adjacent rural areas within the states of Texas
and New Mexico

Form 10-K Availability

Communit: Public Service Company wil! file its annual report on Form 10-K
with the Securities and Exchange Commission by March 31, 198]. Many of the
SEC's 10-k informauon requirements are satisfied by this 1980 Annual Report
however, a copv of the Form 10-K including the financial statements and
schedules will be available free of charge after March 31. 1981, upon request 1o (he
Treasurer, Community Public Service Company, 501 West Sixth Sireet. For
Worth, Texas, 76102

The information ¢ontained in this teport s given in response lo general
requests for .nformauon about the Company. and not in connection with any
sale, offer of sale. or solicitation ol an oifer 10 buv any securities




To the Shareholders

Total operating revenues for 1980 were 3216.4
rmillion, an incrzase of 23.2% over 1979 revenues, and
earnings avatlable for common stock increased 31.8% to
$6.0 miliion. These increased revenues and improved
earnings are directly related o a 58% increase in
kilowati-hour sales. Sales to residenual customers
increased significantly by 10.2% prnimanly because of
prolonged, above-average temperatures experienced in
the areas served by the Companyv during the summer
months of [980.

Earnings per share of common stock were 83.20 fer
1930 representing a 12.7% return on average common
equity.

In April 1980 the New Mexico Public Service
Commussion authorized a state-wide rate increase, and
the Public Unlity Commission of Texas authorized
increases in July and December covering all operaung
areas of Texas. These rates were designed 10 increase
revenues by $11.2 milhon annually. This increase in
revenues significantls improved earnings in 1980 and
will conunue to provide increases in electric revenues
in 1981 because the order providing $5.2 million of the
annual increases in revenues was not effectuve unul
December 1980

In recognition of the current earnings level, the board
ol directors, at the regular quarterly meeting ol
January 27, 198], increased quarterlyv cash dividends
10.6% to 52¢ per share for the first quarter of 1981. This
is equivalent 1o an annual dividend of $2.08 per share,

The Company sold its gas distribution systems in
Breckenridge, Graham and Kermit, Texas, in 1980
These transactions benefit the Company financially by
eliminating the regulatory burdens inadent 10 a
relatively  insignificant  porton of the Company's
business. The Company now derives s wotal operatung
revenues from eleciric operations

At their meeting in November 1980 the directors took
preliminary action to submit 1o the shareholders at the
annual meeting in April 1981 an amendment changing
tbe Company's name to Texas-New Mexico Power
Company.

Retiring from the board of directors in 1980 were
three distunguished members, Messrs. C.L. Cooke,
Murray Kvger and Peter J. Rempe. M:. Rempe, now
deceased, and Mr, Kyger served on the board for 11 years
each. Mr. Cooke retired 1n 1975 as nresident and chief
executive officer. but remained as a director of the
Company unul April 1980 Mr. Cocl~'s working career
included more than 53 veas ol service in various
capacities, with the last |4 vears as a member of the
board of directors, Deep apprectation is expressed 0
these gentlemen for their major contributions to the
growth and development of the Company. The board of
directors was reduced 10 seven members effecuve on
April 25 1980, and Mr. Harns L. Kempner, Jr. was
elected u fill the single exisung vacancy

The dedication and enmthusiasm exhibued by all
emplovees 15 appreciated and acknowledged by the
board of directors

By Order of the Board of Directors

TAU et

R.D. WOOFTER

Chairman, President ¢ Chief Executive Officor

March 27, 198]




Summary of Operations

Revenues

Total operating revenues for the current year
increased 23.2% over 1979 o $216,370,228. Electri
operations generated 99% oi this amount. The
remmaining 1% contributed by gas operations marks a
significant decline in these revenues because the gas
properties were sold in the summer of 1980. A detailed
explanation regarding the sale of the gas properties is
provided under Note 6 to the Financial Statements.

Electric operating revenues increased $42.142,743, or
, 1n 1980 to $§214,305,260, Increased base rates,
increased customer usage and the recovery of escalaung
fuel and purchased power costs accounted for this
sigmificant increase in electric operating reveaues. The

24.5%

percent increase in revenues and contributions by
classification of customers are as {ollows
Percent Percent
Revenue Class Increase Contributed
Residential 27 $4.5
Commercial 21.6 23.3
Industrial 229 39.6
Municipal & Other 58.7 2.6

After the sale of the gas properties, the Company was
restructured into six operating divisions as depicted on
the map shown on the inside back cover. The revenues
contributed by each division and the corresponding
percentages of total operatuing revenues are shown
below

Division Revenues Percentage
Central $ 14,673,008 6.9
New Mexico 37.579.601 17.6
Northeast 24.717,062 )5
Panhandle 6,301.593 29
Southeast 116,641,406 54.4
Western 14,392,590 6.7
Toral $214,305,260 100.0
Expenses
Total operating expenses were 3$201.660,350, an

increase of 22.9% over 1979 This increase in expenses of
$37.553.093 resulted from increased power purchased for
resale, increased .ustomer support activities and
increased labor, naterials and

necessary 1o operate the Compans

costs for SeTVICeS

The nost significant operaung expense ior 1980 was
r [ 4

power purchased for resale which increased 24 8% to

$160.178.885. This increase amounts to 831,818,765 and

represents 84.7% ol rhe towl increase in operaung

expenses. The significant portion of this increase is the
result of increased wholesale base rates and fuel costs
from the suppliers of energy. This portion of the
additional cost 1s recoverable through the Company's
fuel and purchased power adjustment clauses and
accounts for approximately 40% of the increase in

electric operating revenues

Other operating and general expenses increased 12.8%
to $21,612,358. Such increase is primarily auributable
to increased cost of customer support activities
responding to customer growth and regulatory
reporting reguirements, The general inflationary trend
for the current vear increased th labor,
materials and services for these expanded activities
Maintenance expense increased 28 3% due to expanded
operations, customer growth and the saume inflationary
trends experienced by operaung and general expenses

costs ol

. o

Taxes, other than on income, increased 15.7% to
$6.133,861. A sigruficant portion of these taxes is related
1o revenues and property values. Since revenues [or the

current period have increased significantly, revenue

Operating  nwiLLONS OF DOLLARS
Revenues =

and )
Expenses

W o
OPERATING  »
REVENUES .

TOTAL
OPERATING
EXPENSES

. POWER a0 N
PURCHASED
FOR RESALE




revated taxes followed the same wend. Property taxes, as Dividends and Common Stock Market Price

ol this s s have increased due to additional
part ol this expense, have increased due to additional I'he annuz. cash dividend of $1.88 per share was paid

facithiues and higher tax valuations in 1980 and represents 58 8% of “he earnings per share of

Interest charges for 1980 increased 8).651,577, or common stock
26.7%. to $7.847,206. 1he continued effect of inflation

during this period was the principal factor contributing Common Stock Market Price Range

1o extremely high interest costs for all debt financing Price of Common Stock on New York Stock Exchange
I'hese higher interest charges were the resvlt of larger 1080 1979
total outssanding debt and higher interest rates during High . Low High Low
the current period. The ?nth‘r‘u\uuc-\( rates on short- Ist Quarter $16n  $13% §20%  $19
term debt significantly increased the Company s 'mierest ond Quarter |7Y 145 911, 19%
expense N e 2 to the hnfnu 1al Statemenus provides a ird Quarter 18 15% oo, 1R%
detailed explarauon of debt subject 1o floating ,rime ith Quarter 164 134 19% 16
interest rates

Yearly S8 §$134 $22% 816

Quarterly Dividends Paid Per Share*

Earnings -
1980 1979
Earnings per share of common stock for 1980 were ‘ e o e
ik = e . Ist Quarter $0.47 $0.47
$3.20, a 290% increase above 1979. The increase was i . i
- y 0 -nd Quarter 0.47 0,47
dergved atter 21ving consideration (o dti increase ot 2.2 v -
\ ird Quarter 0.47 0.47
in the weighted avercge number of common shares i e
| : : ith Quarter 0.47 0.47
outstanding. This inpiovement in earnings resulted in
1o = ‘earl S| 8¢ ]
a 12.7% return on averige common equity Yearly 31.58 §1.88
‘ g *T ‘h 1980, the Company g |80 consecutiy
Even though total operating revenues went up 23.2% ['hrough {, U, the Company has paid | ONECULive
quartery, dividend
and total operating expenses and interest charges went ol Sl Ui
up 22.9% and 26.7%, respectively, earnings avatlable for ‘ }
commaon SLOCK Hitl".nt'd 51.451.252, o1 31.8% 0 As of N vember ¢ 1980, the ( ompany h‘"i ), 404

$6.018.530. Improvement in earnings resulted prin- common shareholders of recorc

cipally from increases in sales due to the hot weather Charter provisions and bond indentures relatng to
during the summer ol 1980. and lrom raie increases the Company's preferred stock and bonds, respectively,
granted by regulatory authorities, The third quarter s contain cerzin restrictions as to the pavment of cash
earnings of $2.75 per share provided the most dividends on common stock. A more detailed
significact improvement in 1980 represenung 85.9% ol explanation of these restrictions 1s included under Note
total earnings % 1o the Financial Statements

Total Annual Electric Customers Average Annual Use Average Residential
Kilowatt-Hour Sales at Year End Per ReSadeng;sal Customer F}e\éenueqper KWH
N MILLIONS N THOUSANDS N KILOWATT-HOU i INCENTS PER w WM

TR

5
oF

76 77 78 79 80



Kilowatt-hour Sales

In 1980 total kilowatt-hour sales inc:eased 6.8%
compared to an increase in 1979 of 6.9%. This appears 1o
be a stable trend in growth 1n total Kilowatt-hour sales,
however, in 1979 the mdustrial customers' sales
increased 14.6% compared 10 an increase of only 4.6% in
1980. Sales o residental customers in 1979 declined
0.4% because of mild weather and apparent energy
conservation; but in 1980, because of an unusually hot
summer, sales to residential customers increased 10.2%
I'he increase in residential sales is further exempiified
by the 1980 average annual use per tesidential customer
increasing 65.5% o a new high of 10.842 kilowatt-hours
All classes of customers showed an increase in sales over
1979 with toral sales for the current vear surpassing five
billion kilowatt-hours

Financing

On March 31, 1980, the Company exercised a
previously obtained commitment from commercial
banks for a five-vear term loan and issued unsecured
promissory notes to banks totaiing $12.0 million. The
notes mature on March 31, 1985, but may be repaid in
tull at any ume without penality. Interest on the notes s
pavable gquarte.

at rates equal to pinme rate for yvears
one and two, prime rate plus | 4 of one percent for year
three. and prime rate plus 1 2 of one percent for years

tour and five

USE:

Power curchased B

IV e TN €0 O Be

In October 1980 the Company sold 200,000 shares of
common stock to underwriters by negotiated offering
Net proceeds from this financing were approximately
$3.1 million. In addivon. the Company obtained
$400,000 of new equity by issuing 26,271 shares of
commion stock to the Employee Stock Ownership Plan

and Trust and the Thrift Plan for Emplovees

I'he funds recewved from the five-vear term loan and
the sale of common stock were used to repay
outstanding short-term bank loans. On December 31.
1980, short-term obligations were 36 million, a
reduction of $9.5 million from December 31, 1979

Franchises

Five extensions of municipal franchises were
obtained by the Company in 1980. In New Mexico, the
cittes of Central and Silver City granted franchises for 25
vears. In Texas, the ciues of Gordon, Nocona, and
Perrvion zranted 30-vear franchises. The newly
incorporated Village of Dickinson, in the Southeast
Division, graried a franchise of 30 vears, Expiration
dates on the 88 municipal franchises vary from 1983 to
2029,

In New Mexico, the Company also holds franchises
from seven countes. Theu expiration dates vary from
1991 10 .93

Area Growth

At the end of 1980 approximately 473,000 people
located in B8 towns and surrounding rural areas were
receiving electricity from Community Public Service
Companv. Electricity was provided to 139,164
residences, 23,463 businesses and small industries and
195 major industnial accounts. In spite of the unstable
economic cordiuons and the unusual weather patterns
in 1980, this was an increase of 3.3% in residental
customers, 4,6% in business and small industrial
customers and 96% in major industrial accounts since
1979

The oil-related businesses in the Panhandle, Western
and Central Divisions continued 0 operate at high
levels because of the nauon's demand for domestic o1l
The petrochemical plants in the Southeast Division,
located just south and southwest of Houston.
underwent several expansions because ol the demand for
their produc:»

Phillips Petroleum Company's Sweeny Refinery &
NGL Process Center put a one-billion-pound-per-year
ethvlene unit into production in January 1979, and
began construction of a new methyl tertiary butvl cther
plant (MTBE ). MTBE is a gasoline additive. The plant
is scheduled for completion in November 1981, Phillips
15 also adding an aromatics recovery unit to the Sweeny
Retinery & NGL Process Center faclity scheduled fer

completion in %82,
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Due to the wemendous amount of interest in ethanol
production by tarruers and ranchers 1n our service areas,
has begun

taciiity o produce ethanol

preliminary work on an on-farm research

The Company continued to sponsor programs for
many different youth organizations and also to teach

short courses to agribusiness leaders in our service areas

Construction and Expansion of Facilities
During 1980 the construction of new faciities to meet

increased customer loads and growth cost $21,067 445

for eleciric facihiues and 375,460 for gas facilities
The New Mexico Division expanded its transmission

line network with the completion of 5.5 miles of a

from the

Company s

115,000 wolt (115 KV) transmission line
Company's Ruidoso
Gavilan Substation. The Gavilan Substation. also
completed n 1980, is a 115-12.5 KV
substation, which was constructed to provide addituonal

electric power supply capacity for this growing area

Substauon to the

distnibuuon

Other work in New Mexico included rebuilding 20
miles of 115 KV wransmission line in Grant County
This line 1s part of a 40-mile interconnection with the
Company's purchased power suppliers. The rebuild was
necessary to increase the line's ability to transmit a

larger block of power

In Texas, in the Southeast Division, 10.]1 miles of 138
KV transmission line was erected from West Columbia
to Brazoria. The line 15 imually operaung at 69 KV, but



will be converted 1o 138 KV in the near future to assist
in providing for the electric power needs of the
Company’s customers in the rapidly growing Brazoria
Coumty area.

Other major installations in Texas included:
Lewisville—addition of a 2533 42 MVA, 138-12.5 KV
transformer in an existing substation; Alvin—
replacement of a 121620 MVA wansformer in the
Alvin Substation with a 25733 42 MVA, 138-125 KV
transformer; Brazoria County near Alvin—construction
of a 138 KV substation and associated transmission line
to provide service for the Amoco Production Company
eiectrical load at Hastings Field, Texas City—
construction of a 69-4.16 KV substauon with one 5000
KV wransformer to provide electrical service to
Marathon Pipeline Company and construction of a 69-
4.16 KV substation with two 7500 KVA wuansformers to

provide electrical service to an ARCO pumping
installation.
Major construction in the Company's electrical

distribution systems included the reconductoring of
overhead distribution circuits and or the addition of
distribution circuits were converted to higher voltages
in" the Central and Western Divisions to achieve
increased capacity.

I'he total number of pole miles at the end of 1980 was
8,700 compared to 8,524 pole miles at the end of 1979.
Electric underground distribution increased from 190
miles tn 1979 to 231 miles at the end of 1980

Emplovees

Because of increased work activity, emplovment at
the end of 1980 was 883, an increase of 24 over the
previous vear. Also atfecting this total was the
retirement of 13 employees who had an average of 29.5
ears of service

Service awards were presented to 101 emplovees with
an average length of service of 15.2 years.

In November 1980 the board of directors announced
the election of a new vice president, Owen D. Ringness,
a 30-vear veteran of the Company. He assumed the title
of chief engineer upon the retirement of Vice President
and Chief Engineer W.D. Nuckols in January 1981,

Safety and Training

Always aware of the need for additional employee
vaining, the Compan provided instruction tn various
skills 0o a wtal of 5376 participants during 1980
Intensive training in lineman’s skills was presented to
43 beginning line crew members. Employees were also
given formal training in operation and driving of heavy
equipment, {irst aid, cardiopulmonary resuscitation and
supervision

Accident preventon and safety training are vital to
the Company's daily operations, and safety education 15

Mexico Duaston s

The largest customer in the New
Kennecoit Copper Company. This newly rebwilt 115 KV line
from Deming serves Kennecott's smeiter at Hurley, The
{0-mile line was rebuilt to increase the Company's capacity
to serve the growing loads in the Grant County area

a continuous effort, Emplovees worked 1,848 682 man-
hours in 1980 with 17 lost-uume accidents.

Rates and Regulation

The Company participated in rate proceedings and
other regulatory matters during 1980 as follows:

I. Presentation of retail rate cases before regulatory
authorities in the states of Texas and New Mexico.

2. Negotiation of power supply contracts and retail
sales contracts.

3. Intervenuon 1n supplier rate cases at the (ederal and
state levels

4. Appearances before the regulatorv authorities in the
states of Texas and New Mexico in proceedings
concerning regulatory matters other than rates

The Company was authorized by the New Mexico
Public Service Commission to increase rates in April for
the New Mexico Division. These rates will produce
additional revenues of $1,158.000 annually.

The Public Utility Commussion of Texas authorized
at. annual increase in rates of $4.800,000 effective in
fulv in the Company's Central, Northeast and
Yanhandle Divisions,

~3
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and Company s bemng
ouLit o accommodate
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locating in  Lewwsville
30 miles northwest of

{fowntown Dallas

In December 1980 rates became effective in the
Western and Southeast Divisions, and in a portion of
the Central Division, which will provide additional
annual revenues of approximately $5,200.000

During 1980 the Company contracted with El Paso
Electric Company for additional power for New
Mexico. The power supply contract with Public Service
Company of New Mexico was amended 1o provide
additionai flexibility in scheduling the power supply
for the Silver City area

Six of the Companv's suppliers of wholesale power
applied to regulatory bodies for increases in wholesale
rates. In addition, {ive earlier wholesale rate proceedings
of wholesale power suppliers were still pending betore
the Federal Energy Regulatory Commission. The
Company has intervened in all such proceedings

The Company was involved in extensive hearings
before the Public Utility Commission of Texas and the
New Mexico Public Service Commission considering
revision of the rules and regulations of these
Commussions. Orders of both Commissions in these
proceedings required extensive changes in the
Company's service and extension policies. Additional
orders are under consideration

T'he Public Utility Regulatory Policies Act requires
that certain accounting and rate making data be
submitted to the Federal Energv Regulatory Com-
mission annually. The Company made its initial filing
in response to these requirements on November |, 1980

In addition to the data required by the Public Utihity
Regulatory Policies Act, the act requires state regulatory

commuissions (o establish regulatons consistent with the
act concerning rate design, cest allocation methods and
cogeneration activities. Hearings in connection with
such regulations were initated by both the Texas and
New Mexico Commussions during 1980, The Company
anucipates that up:n the completion of these hearings
in 1981, additional regulations will be ordered resulting
in increzsed operating expenses for the Cor. pany

Customer Services

The Residental Conservation Service (RCS) program
mandated by the Nauonal Energy Conservauon Policy
Act of 1978 (NECPA) will be impiemented by the
utilities covered by the law. Pending the approval by the
Department of Energy of state plans for Texas and New
Mexico, the Company will olfer energy audits and other
services prescribed by the act

[hirtv-on + Customer Services Department employees
have been trained by the Company and certified as
energy auditors as required by the RCS program

The Energy Securhy Act adopted in 1980 creted the
Commercial and Apartment Conservaiion Service
CACS) program. CACS will require covered utilities (o
encourage the installatton of energy conservauon
measures in existing small commercial buildings and
large mulufamily dwellings. CACS will require energy
audiung, as well as other administrative respansibilities
similar to RCS, A state nlan for CACS wil. have to be
developed by Texas anu New Mexico with input from
the covered uulittes. Company representatives will
present writters and oral tesumony at a CACS hearing

n the proposed rules early in 98]



The Energy Conservation and Production Act of 1976
required implementation of the Building Energy and
Performance Standards (BEPS). These standards will
divide new commercial and residenual buildings into 19
specific classifications and assign a Design Energy
Budget for each. A test period for BEPS will be in effect
until August 1981 with full implementation delayed
until April 1, 1983. Company representatives presented
testimony in 1980 to DOE concerning unfavorable
features of BEPS. The building and the wuulity
industries will be gready affected by the enforcement
ot BEPS.

Sources of Energy

The Cou.pany purchased 98% of its electric
requirements. The remaining 2% was generated at its
Lordsburg, New Mexico plant. Oil 1s the primary fuel
for use 1n the Company s electric generating plant at
Lordsburg. The Company has a contract with Standard
O1l Company of Texas for 3,000,000 gallons of oil
annually which presently may be terminated by either
party on one vear's notice,

S R p—
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The Company’s future load growth is taken into
consideration by all its suppliers in planning their
future construction expenditures, The Company does
not anticipate termination by any of these suppliers or
any difficulty in negouating necessary renewals of the
contracts. Anv termination of service by those suppliers
regulated by the Federal Energy Regulatory Com-
mission (El Paso Electric Company, Southwestern
Public Service Company, West Texas Utilities
Company and Public Service Company of New Mexico)
would require authorization by that Commission.
Terminations of service by Houston Lighting & Power
Company, Texas Electric Service Company or Texas
Pow-r & Light Company, would require authorization
by the Public Uulity Commussion of Texas. By
accepung the Company as a customer, the suppliers
have committed themselves o conunually supply
energy sufficient to sausfy the needs of the Company's
customers,

The Company obtains its electric energy reguire-
ments from the following sources:

e o ey e il R el s

Year of Percent ol Principal
Coniract Power Fuel
Sources Area Served Expiration  Supplied® Source
Texas
Houstan Lighuag & Power Company Texas Gull Coast 1991 a4 Natural Gas
subsidiars of Houston Industres 1l Mandbs
Incorporated)
Texas Electre Service Company Censral and 8 A% Natural Gas and Lagnie
Subsidiary af Texas LUnlines Company) West Texas il Standby)
Texas Power & Light Compans . . Northeast and 1991 18% Natural Gas and Lignue
subsiciary of Texas Utilities Compan Central Texas Ot Standby
southwesters Public Servier Compans . Texas Panhandle 990 2% Natural Gas and Coal
Ol Standbny |
West Texas Utihities Company West Texas [ Oxy 1% Natural Gas
Subsidiary of Central and South West O] standby
Corporatnon S
Taoual L0
New Mexico
El Paso Elecire Company Ssauth Central | 183 6% Coal. Nawural Gas
New Mexico and (il
£l Paso Electrie Compans Southwest 1997 s Coal, Nmural Gas
New  Mexioo and Ol
Public Service Company. of New  Mexico Southwest 2006 oaf Coal and MNatural Gas
New  Mexico Ol Standby
Compans Geperauon  Lordshueg plant Southwest (e Ol and Natural Goas
New  Mesico —
Tosal HO0%S
*For twelve motch perexd snding Decomber 57, (V80D
¢ Pros ey supplementsl power far futury growih
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Statements of Earnings
Three Years ended December 31, 1980

OPERATING REVENUES:
BIOIIe (0OE B) .o dmi i v ilha oh bsby boininio st onnls ¢%iE y 4
BRSO W) o 5 vorin s hls amey £ irreip 8 e dn ek e s e e e s

Total OPErating FOVETNIE .« . 5 5 v s v i xomiioes wasdiswi b s

OPERATING EXPENSES:
Powst PUrchaset fOr TeSHIE ©v - wu v s < vwrssmess s b amssins
Other operating and general expenses .................
T B s P [ e e I
Depreciaton of uulity plan:
Income taxes (note 5
Current
RBEIIROR )1 | 1L st icle il s A0, 5 T e a5y
Investment tax credit adjustments....... S 0w 0 R4 e
Taxes, other than on income

Total operating expenses ................ £ 5 7o 1 Wea 4
Net operating income . .

OTHER INCOME (EXPENSE), net of taxes (note 5 ...
Earmings betore interest charges

INTEREST: CHARGES:

Interest on loRE-EIM GBB ... b i s s
Other interest and amoruzation of debt discount,
PREMITIN B0 ERPORSE . . i i o<y aws ¢ hs ot b yians b biosibns o
Allowance for borrowed funds used during
ODPBIPRAGCEIEIY v o 50p0n i pert otk er 0 v v b gk ey 08 00 e
e LT R T T (e A A e S
R e e e e o A e O O
DIVIDENDS ON PREFERRED STOCK ..........
Earnings available for common stock ................
WEIGHTED AVERAGE NUMBER OF COMMON
SHMARES QU TS TANDIRG.. | o s miamls faod s g oke 1la

EARNINGS PER SHARE OF COMMTDAN STOCK ...

See accompanving notes (0 [inancal statements.

198u 1979 1978

$214,305,260 $172,162.517 S$141.679.698
2,064,968 __ 5.489.750 2,953,161
216,370 gg 175.652,267 144,632 859
160,178,365 12%,359.600 99,960 995
21,612,358 19,157,661 16,781,038
2,981,007 2.32%.562 | 988 882
6.068,634 3.605,198 5,146,437
907,991 827.146 1,754,893
1,938,498 1,286,661 1,105,684
1,845,241 1,245,198 1.742.614
Gilsslsal 5,302,831 4,616,674
201,660,950 164,107 857 133,047,217
14,709,278 11,544,410 11,585,642
(18,151) 76,395 26,520
14,691,127 11,622,805 11,612 162
5,915,324 4,612,905 4.682,469
2,131,907 | 549,550 716,894
(200,0285) _ ___(66.827) (122,184
7,847,206 6,195,628 3.277.179
6,843,921 5427177 5,894,083
825 39] 859,899 B68.376

g 6!018!530

$ 4.567,278

S 5,466,607

1 838 864

$ 248

) 3.11




Statements of Changes in
Three Years ended December 31, 1980

FUNDS PROVIDED:
Net earnings . ...

Add (deduct) items not affecting working capital:

DBERERCICOR &/i x4 5 545002000 0.7 308 Fo ok 70 4
Deferred INCOME (ARNES . ..o civviviniiiiineisns
Investment tax credit adjustments

Allowance for borrowed funds used
during constructuon
Amortization of debt expense and other
deterred charges.......

Working capital provided bv operations
Increase in long-term notes ;- yable to banks ...
Sale of common stock
Increase in short-term notes pavable to banks ...
Disposals cf utihity plant assets ...
Increase in customers advances for constructior .
Net decrease in working capital other than debt
due within one vear

FUNDS USED
Additions 1o uulity plant, net of capitalized
deprecianion and interest
Decrease in short-term notes pavable to banks .
Dividends paid .. ko 44
Decrease 1n long-term debt . ..
Purchase of preferred stock ..
Costs associated with saie of common stock
Decrease 1n customers’ advances for construction

Financial Position

1978

§ 6,334,983
5,146,457
1,085,559
1,498,493

(122,184

127,047

1980 1979
....... $ 6,848,921 55427177
...... 6,068,634 5,605,198
....... 1,742,127 1,275,844
1,466,338 1,060,507
....... (200,025) 66,827)
204525 227,922

....... 16,125,520  13.529,82]
....... 12,000,000 ~
..... 8,554,614 b
...... - 8,500,000
....... 2,860,231 285,260
....... 100,584 -
....... 1,568,744 -

14,070.335

$,9%9.000
5,000,000

568 814

22,515,081

$36,209,693

$23,578,149

e $20,643,189 $15,380.209

a3 9,500,000 —
L 4,388,803 - 1316963
ety 706,000 852,000
453,150 153,885

....... 169,697 -
....... p— 104,318
....... 348,854 624.274
e - 383,432

$15.573.775
3,958.360
1,780,000
151,500
101,118

509,989

1,503,407

522,315,081

2%5209!693

$23.578.149

THE CHANGES IN WORKING CAPITAL other than

debt due
Cash
Recreivables
Inventories -
Prepaid expenses,
Accounts pavable
A “red interest. .
Accrued taxes . B e e e e
Customers' deposits . =
Orther .current and accrued habiliues

Net increase decrease
debt

in working capital
due within one year .

Ser accompanving notes to hinancial statements

within one vear are summarized as follows

184,125

§ 344,430 $

$ 1.686,641

yther than

,,,,, 2,008,991 1,007,025 2,980,511
....... 291,109 277,867 103,674
(10,243) 7TRH) 25,021

(8,537,828) (1,082,107 2.028,281)

361,629 (285.060) 95,887

..... (1 091,265) 545.168 917,671
23,626 |8X. 745 (133,598

40,802 125,945 180,008

JR3 432 $ 1,508,407

Sll!m!}'-ﬂ) )




Balance Sheets

December 31, 1980 and 1979

Assels
UTILITY PLANT, at onginal cost (note 2):
AT T R R W | IR e R R el
a6 \DIROL (DORE BY st oy s o oonn i ras L oo a8 Sl et
Construction work in Progress .............iceeoeiese.
R 5 2 6 s 3 e o L Bt 5 e r AN T o e A e A P
Less accumulated depreciation ...........cooiiiviinnia,
Net utiliey PR 0 o e cue i ey s a6 g L
NONLTILITY PROPERTY, at COBt s ox0eiavaes
CURRENT ASSETS:
T R e e e T e e .
Receivables less allowance for doubtiul accounts
of 855,63) in each ¥ear .... ..o unrieiniinnesniinn
Inventories, at the lower of average cost or market... .,
FPUBDRICE BRDEIEE - v o /o s a0ivre 4 ks €0 a4 s ey 4 m alg € hy
TOIR] CUITONE JRIEEE it 5 s rom ousis 3l b8 b o . o 1 5 o 8 5015 ok
UNAMORTIZED DEBT EXPENSE......cc00dciimmvoniy
OTHER DEFERRED CHARGES........ T o

Capitalization and Liabilities
CAPITALIZATION
Common stock =quity’
Common stock, $10 par value per share. Authorized

5,000,000 shares; issued 2,065,135 shares . .............

Capital in excess of par value ... ...

Reiained -carnings (NOIR 3) . livesemevssliniivireniasy
Total comman SIack QU <o) vl a s vans o vin s i inns

Redeemable cumulative preferred stocks (note 3).......

Long-term debt, net of amount due within

O YO DEIORE ) Tooe b a0 ala s & B aw RSO A e e 4 a7 D .

Towal capitalization . .........

CURRENT LIABILITIES
Long-term Jebt due within one vear

Notes pavable 10 banks—unsecured note 2., ...
Accounts payable ... ..o..i00..

Acorued imterest. . ... ...

Accrued taxes . .... O 1o T TLU LT

Customers’ deposits L Y e
Other current and accrued habilites . . .

Total current liabilities .

CUSTOMERS ADVANCES FOR CONSTRUCTION . ..

ACCUMULATED DEFERRED TAXES ON INCOME
ACCUMTLATED DEFERRED INVESTMENT
TAX CREDITS

See accompanyving notes o financial statements

1980

$200,553,122

1,685,024

1,439
202,189,585

43,977,728

158,211,862
175,735

4,039,330

12,732,993
4,298,536

et T2
21,404,831
419,616
1,100,995

21815313!059

$ 20,651,350
8,828,269

20,970,017
50,449,636
11,000,000

70,521,837
131,971,473

830.000
6,000,000
15,401,216
1,214,573
1,842,929
1,438,952

128,798
26,856 868

1,282,909
13,098,063

8,153,726
$181,313.059

1979

$181,746,085
3,809,365
1.651,200
1,459
187,208,039
40,910.526

- -

173,785
3,694,900

10,724,002
4,002,427
349.215
18,770,544
447,805
Y31.589

$ 18,388,640
7.500,515

| 8,084,545
44,582,750

11,480,000

54,657,950

115,720,700

403,000
15,500,000
11.863.368

1,576,602

751 .664

1,467,578

169 #(i)

31,726,837
1,132.504

11,355,937

5687 SHE

$166,6523, 1%



Statements of Common Stock Equity and Redeemable
Cumulative Preferred Stocks

Three Years ended December 31, 1980

Common Stock Equity Redeemable
Capital in cumulative
Common stock excess of  Retained preferred
Shares  Amount  par value ecarnings Total stocks
YEAR ENDED DECEMBER 31, 1978
Balance, December 31, 1977 ....... | 638,864 $16,388,640 $5.515,900 $15.298.876 $37.208,416 811,840,000
Net eamnings for the year ......... - - - 6,534.983 6,334,983 -
Dividends on preferred stocks ..... - - - (R68.376)  (B68.376) -
Dividends on common stock==

$1.775 par ARATE <0< o vl dhpo e —_ - — (§,00 OB4) (3,089,984 -
Sale of common stock ... a0 200,000 2,000,000 1,939,000 e 3.939,000 —
Costs associated with sale of
COmmon Stock .. ... iie i — — - (101,118) 101,118} —
Purchase and retirement of pteicrred
stocks—1.200 shares 4.65% Series B
and 600 shares 475% Senes C. ... - — 28,500 - 28,500 (180,000
Balance, December 31, 1978 ....... 1838864 $I1838K8.640 $7.483.400 $17.574.381 $43.446.421 $§11.660.000
YEAR ENDED DECEMBER 31, 1979
Net carmings f{or the vear ......... - — — 5427177  5M27.177 —
Dividends on preferred stocks ... .. - - - (8H9.899) (839,899 -
Dividends on common suxk-——

$1.88 Der SHRIE. 55« cdinic'on b ifiaas - - - 3.457.064)  (3,457.064) -
Purchase and retirement nl preferred

stocks— 1,200 shares 4.65% Series B

and 600 shares 4.75% Series C. ... - - 26,115 - 26,115 1 80, 000)
Balance. December 31, 1979 ....... 1838864 SI8388.640 $7.509.515 $18.684,595 $44.582.750 $11.480.000
YEAR ENDED DECEMBER 31, 1980
Net earnings for the vear ... .. - - - 6,843,921 6,843,921 -
Dividends on preferred stocks . ... - - - 825.391) 825,391) -
Dividends on common stock—

S1.88 per Share® ..., iviecaraniin -— — — 3.563.411) (3,568.411) -
Sale of common stock ... .00 0.c 296.271 2252710 1.29]1.904 - 3.554.614 -—
Costs associated with sale of
commaon stock ... =y - - - (169,697 (169,697 —
Purchase and reurement of ,m*unc'd

stocks—=1,200 shares 4.650% Series B

500 shiares 41.75% Senes C, 1,200 shares

11% Series D, 600 shares 1175 Seres B

and 1.200 shares 11% Series F .. .. - - o5, 850 — 26 850 AR0, 0001
Balance, December 31, 1980 2,065,135 $20,651,850 SR R28.0H6 $20.070.017 $50.449.636 $11.000 000

Nee ACCompansing notes (o Linancia: statements
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Notes to Financial Statements

(1) Summary of Significant
Accounting Policies
Utlity Plant

The cost of additions to utility plant and replacement of
retured units of property are capualized. Cost includes
labor, materials and similar items and indirect charges
for such items as engineering, supervision and
transportation. Property repairs and replacement of
minor items of property are included in maintenance
expense.

The cost of depreciable units of plant retired or disposed
of in the normal course of business is eliminated from
utility plant accounts and such cost plus removal
expenses less salvage is charged (o accumulated
depreciation. When complete operating units are
disposed of, appropriate adjustments are made to
accumulated depreciation, and the resulting gains or
lusses, if any, are recognized.

Depreciation

Depreciation 1s provided on a straight-lu.
t .+ estimated service lives of the properties. Deprecia-
tion of unlity plant, other than transportation
tk uipment, is charged to earnings. Depreciauon of
t"ansportauon equi ment is charged to earnings and
I

1

Jasis over

"o »erty accounts i accordance with the equipment’s
e

]

vej feciation as a porcentage of average depreciable cost
a 3.31%, 3.29% :nd 3.26% 1m 1980, 1979 and 1978,
rug) “otively.

‘n*mortized Debt Expense,
Dis-ount and Premium on Debt

Ex “nses incurred in connection with the issuance of
presently outstanding first mortgage bonds and
discount and premium relating to such debt are being
amortized on a straight-line basis over the lives of the
respective issues.

Other Deferred Charges

Othe:  deferred charges include costs incurred in
connection with completed rate filings, costs associated
with a maintenance and inspection contract at the
Company’'s Lordsburg, New Mexico generating
facilities, and costs of a project 1o develop and
implement significantly improved data processing
capabilities and information svsiems for management
and rate filing purposes. The costs related to the
completed rate filings are being amortized oser (welve to
eighteen months by the straight-line method. The

information system project costs will be similarly
amortized over three to five vears subsequent to
completion of the project in 1981.

Revenues

Revenues are recognized on the basis of meter readings
which are made on a monthly cvcle. The Company does
not accrue revenues foi power sold but not billed at the
end of an accounung period.

Power Purchased

The Company records power puichased on the basis of
billings from suppliers; no accrual is made for power
delivered to the Company between the dates of such
biilings and the end of an accounting perind.

Allowance for Funds Used
During Construction

The applicable regulatory uniform system of . zcounts
defines allowance for funds used during construction as
including the net cost during the period of construction
of borrowed funds used for construction purposes and a
reasonable rate on other funds when so used. 4n that
connection the Company used an accrual rate of
approximateiy 9% in 1980, and 7.5% in 1979 and 1978 for
borrowed funds used during construction.

Income Taxes

The Company accounts for certain income and expense
items differently for financial reporting purposes than
for income tax purposes. Provisions for deferred income
taxes are being made to the extent required by
regulatory authority (note 5}

Amounts equal to the reduction in income taxes arising
from investment tax credits are charged 10 earmings and
concurrently credited to accumulated deferred invest-
ment tax credits. The Company is amortizing the
accumulated deferred investment tax credits to earnings
over the estimated service lives of the related assets.

Emplovee Benefit Plans

The Company has in effect a contributory trusteed
retirement plan available 1o employees 25 vears of age
and over and having one vear of service. The 1otal
pension expense for 1980, 1979 and 1978 was
$1.008,000, $827.000 and 8678,000, respectively, which
includes amoruzation of prior service cost principally
over a period ol forty vears.

The Company makes annual contributions to the above

plan equal 1o the amounts accrued for pension expense
A comparison of accumulated plan benefits and plan



net assets at the latest actuarial valuatuon date is
presented below:

January 1,
1980 1979
Actuarial present value of
accumulated plan benefits:

BB (s 4 i oo s iy
NORVERIPH o\ cvesisisins

$12,206,482 510,480,704
516,390 408,632

$12,722.872 $10.889,336

Net assets available for

benefits, at market value .. $12,053.141 § 9.72!.53!

The assumed rate of return used in determining the
acwuanial present value of accumulated plan benefits was
6.5% tor both 1980 and 1979

The Company has a voluntary thnft plan whereby the
Company contributes to a trustee amounts equal (o
certain percentages of amounts contributed by
emplovees. Emplovees have the opuon of investing their
contributions and related contributions of the Companvy
in either certain government securities or the
Company's common stock. Company contribuaons to
the thrift plan amounted (o approximately $437.000,
$879.000 and $334.000 during 1980, 1979 and 1978,
respectively. Thrift plan assets included 404,729 and
426,776 shares of the Company's common stock at
Decermber 31, 1980 and 1979, respectively.

Additionally, the Company has an Emplovee Siock
Ownershup Plan (ESOP) which provides that the
Company may contribute to a Trust an amount not
exceeding 1% of qualified capital asset additons during
each calendar vear through 1983, An extra 3% 15
similarly available each vear through 1983 if there are
contributions by emplovees o the ESOP matching the
5%. Such contributions are being used to purchase
common stock of the Company. which is 10 be held in
Trust for the benefit of the Company's emplovees. The
Company receives a deduction for Federal income tax
purposes equal to the total amount contributed to the
Trust. Contributions made or accrued by the Company
were approximately 5258000 in 1980 and $244.000 in
both 1979 and 1978. The ESOP assets included 53.375
and 33,194 shares of the Company’s common stock at
December 21, 1980 anu 1979, respecuively.

Earnings Per Share

Earnings per share of common stock are based uporn the
weighted average nurmber of common shares out-

standing: net earnings are reduced ftor preferred
dividend requirements.

(2) Long-term Debt and Notes
Pavable to Bank«

Long-ierm debt outstanding is as follows:

1980 1979
First mortgage bonds:
Series C, 4.075% due 1982.. 8 389,000 § 389.000
Series D, 3.45% due 1984 .. 2,154,000 2,250,000
Series (o, 4.70% due 1993 .. 10,904,000 11,084,000
Series H, 4.95% due 1995 .. 4,300,000 4,328,000
Series 1, 6.075% due 1996 .. 4,250,000 4.327.000
Series |, 9.00% due 1099, . .. 8,936,000 9,091,000
Series K, 8.50% due 2001 . . . 7.351,000 7.351.000
Series L, 10.50% due 2000.. 11,400,000 11,520,000
Series M, 8.70% due 2006 . . 9,650,000 9,750,000
59,334,000  60.040,000
Unamortized premium on
debt=-net of discount .. ... 17,837 20,950
Less long-term debt due
within one vear .. ........, (830,000, 1405000
Notes pavable to banks—
pnseculed ;i antdseins 12,000,000 o

Total long-term debt, net
of amount due within

DIV VB o xv o d 5 vin A gy $70,521,837 $59,657.950

Substanually all of the Company’s utlity plant is
subject to the lien of the first morigage bonds.

The above long-term notes pavable to banks mature on
March 81, 1985, but may be prepaid in full at any time
without penalty. Interest on the notes 15 payable
quarterly a: rates equal to prime rate for vears one and
two, prime rate plus | 4 of 1% for vear three and prime
rate plus 1 2 of 1% for vears four and five, Among other
matters, the notes provide for the maintenance of centain
lhabilits to net worth ratos.

Long-term  debt maturites and sinking tund re
quirements for the four years following 1981 are as
follows!:

December 31,
1982 § 580,000
19%3 H50.000
1984 2,784,000
{985 12,630,000




Unsecured short-term notes pavable 1o banks totaled
$6,000,000 and $15.500,000 at December 31, 1980 and
1979. respectively. Such notes were issued under loan
commitments from banks which tncrease to $24,000.000
effective April 1. 1981 and expire on March 31, 1982,
Under the terms of the loan commitments, interest at
the prime lending rate as it fluctuates on outstanding
notes pavable and a fee of 1 4 of 1% per annum ot the
average unused commiunents are pavable guarterly,
with no compensating bank balance requirements.

(3) Redeemable Cumulative Preferred Stocks

Redeemable cumulative preferred stocks (authorized
200,000 shares at $100 par value per sl re) issued and
outstanding at December 31, 1980 and 1979, with related
redemption prices (at the Company's option), are
as follows:

Redempnion Shares Total
Series price outstanding par value

1980 1979 1980 1979 1980 1979
B 165% $100.00 510000 40,800 42,000 § 4080000 § 200000
C 475 100:00 10115 22200 22800 2,220,000  2.280,000
D100 10838 10R90 1R800 20000 1880000  2.000.000
E L0 JOB.38 (0880 9400 10000 940.000 | 06, 000
F 1100 108.38 (0800 _I8.800 20000 _ 1,880,000 _ 2.000.000

lgo!wo 114800 gn!ooo!ooo gil 450,000

On October | of each vear, the Company is required 10
offer 1o purchase from the holders of shares in Series B
and Series C, at a price not exceeding $100 per share
plus accrued dividends, a number of shares equal 1o 2%
of the maximum number of shares of each series
outstanding at any one time prior to August 15 of such
vear. In addition, the Company is required to redeem, at
a price of 3100 per share plus a.crued dividends, 1,200
shares each of Series D and F and 600 shares of Series £
on March 15, 1981 and on each March 15 thereafter
through March |, 1996. The requirement to redeem
such shares 15 cumulauve and will total $300.000 on an
annual basis.

Charter provisions relating to the preferred stocks and
the indentures under which the bonds are tssued contain
restrictions as to the payment of cash dividends on
common stock. At December 31, 1980, the amount of
restricted recained earnings was approximatels
$6,938.000

In the event of voluntary liquidation of the Company,
holders of the preferred stocks have a preference to the
extent of amounts pavable on redemption, and in the
event of involuntary hiquidation, o the extent of par
plus accrued dividends.

(4) Information About Major Customers

Electric  operating revenues in  the accompanving
statements of earnings Inciude revenues totaling
approxcearcly $25,615,000, §22,748.000 and $15,346,000
in 1980, 1979 and J978. respectively, from various
industria! and commercial customers which are under
the common control of one entity. Such customers are
principally located in the Company s southeast division
and receive service from various delivery points of
p()\ﬁ‘fl’.

(5) Income Taxes

Income taxes as set forth in the statements of earnings
consist of the following components:

1980 1979 197K
Churged 10 operaning sxpenses:
Current
Federal . e § R35,608 5 THo. 138 516800385
State : 52,298 40,808 15,858
907,991 R27. 146 1 754,843
Deferred Federal income (axes 1,983,493 1286061 _| 105684
Investment tax credit adjustments
Amount squivalent 1o current
invesiment jax credits 2,090.407 | 4474622 901,287
Amortization ol accumulated
deferrad investment tax
credits . . 245,166) _ 202424 138,629

1845241 | 245198 1742004

Charged (credued) to other income  _ (388 953) 104 442 39,209
H!g75772 $5.468 447 $4.462 400

Total income tax expense for 1980, 1979 and 1978 is less
than the amount computed by applying the statutory
Federal ipcome tax rates ol 46% in 1980 and 1979 and

Total income 1ases




48% in 1978 10 income before taxes. The reasons for the
differences are as follows

1980 1979 1978

Income tax expense at statutory
tate $5.100,122 $4.09] 988 35 278743
Flow-through ol income tax
henetits as ailowed by regulators
authority relaning 1w
Addivonal depreciauon tor

LA UTPOSes (139,028 179,621 140.759

[nterest and certain emplovee

benefits capitalized as cone

struction ¢ost lar book pur-

poses and deduct=? for tax

PUTTIOS (3734500 (275,868, 275,840
Amocuzation of accumulated
delerred investment ax credis (245,166) (202,424 158.623
Orher—rn#t (45,706) $4.372 0085

$4297.772 $3.468.447 34662400

Eflectve tax rate 38.8% 16 0% 42.4%

The provisions for deferred income taxes for 1980, 1979
and 1978 result from the following uming differences

1980 1979 1978

Accelerated depreciation $1,327.742 51 176908 § SUAN52

Deferred charges and other costs

expensed Or tax purposes 627,700 98876 170.791
Other (21,949 10.817 33,040

51,933,493 31253061 31 .105.588

(6) Sale of Gas Properties

The Companv's gas distribution svstems in Brecken-
ridge and Graham, Texas were sold 10 Brazos River Gas
Company on July |, 1980, These two svstems
contributed 1.3% of the Company's total operating
revenues for the twelve months ended June 30, 1980,
The Company's one remaining gas distribution systern
in Kermit, Texas (which contributed only 0.4% of the
Compans's total operaung revenues for the twelve
months ended August 31, 1980) was sold 10 West Texas
Gas, Inc, etfective September |, 1980. Earnings before
interest  charges from these gas svstems and losses
incurred on the dispositions thereol were insigmificant
1o the Company's operations.

Accountants’ Report

The Stockholders and Board of Directors
Community Public Service Company:

We have examined the balance sheets of Community Public Service Company as of December 31, 1980 and 1979
and the related statements ol earnings, common stock equity and redeemable cumulatve preferred stocks, and
changes in finanaal position for each of the years in the three vear period ended December 31, 1980, Our
examinations were mad: in accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the financial position of Community Public
Service Company at December 31, 1980 and 1979 and the results of uts operations and changes in its financial
position for each of the years in the three vear period ended December 31. 1980, in conformity with generally
accepted accounting principles applied on a consistent basis.

January 30, 1981
Fort Worth, Texas

PEAT, MARWICK., MITCHELL % CO.



Selected Quarterly Financial Data (Unaudited)

The following selected quarterly financial data is unaudited, but in the opinion of the Company’s management all
adjustments (none ol which were other than normal recurting accruals) necessary for a fair presentaton of such
data have been included

1980 March 31 June 30 Sept, 30 Dec. 31
Total ORETAME TOVERULE . | <\ coor v e bins v'e o opow § $46,32%,103  $49.686.641 367,757,002  $52.608.482
Nl ORSTRLING SHCOMIE 15 v aves it nrm o smss vie wis pbniica 2,415,782 2 540,867 7.125.823 2,628 806
Net Carnings .« .«oxinvna o DBl T T e M T S o ke 4,678 16 480 5.262.978 85, 7RO
Earnmings available for common stock Dxls iy 335,278 241.356 5,057 .82% R4 ORY
Weighted average number of common

shares outstanding . ..« oo vy os s | 838 864 | B35 864 1 842,464 1,999,652
Earnings per share of common stock ... .. e A I8 8 13 5 275 8 19
1979 March 31 June 30 Sept. 30 Dec. 31
[otal operating revenues........ e S40,382 841 $41.103, 109 S$52. 033,802 $42.132.515
Net operating income . ........ £ i e el 2,629,161 2,297,283 1,697 850 1.920.116
ALEt CRPIVERIES '« £t v o 5 5w iR b o5 e 305 55 1,212,717 790,566 5139618 284 276
Earnings available tor common stock........ 097210 375,059 2.924.111 70,894
Weighted average number ol common

shares outstanding . ... ... i e =y 1 . B3%. 864 | R38R 8b4 1.83% 864 | 838,864
Earnings per share of common stock ..., .. . -1 o -1 PR 1.59- 8 4

Respective Quarters of 1980 and 1979 Compared

The decreases in net earnings for the quarters ended March 31 and June 30 are principally due o increased
operating expenses and interest charges. The increase in net earnings for the quarter ended September 30 is
primarily due to unusually hot weather during the summer of 1980, and increased rates placed into effect in the
Company s New Mexico Division in April 1980, and increased rates placed into etfect in three of the Company’s six
operating divisions 1n Texas in July 1980, The increase in net earmings for the quarter ended December 31 s
primarily due to increased rates.

Management's Discussion and Analysis of Results
of Operations and Financial Condition

io8s | inea
I'his discussion presents management's analysis of 1980 1979 1978

significant aspects of current operat:ons and {inancial (Percent Increase

position and trends which are important to an Over Prior Year

understanding of the Company's operations and fncreased recovery of fuel and

] I i { fc u ) 1 2 - . B

financial condition for the vears ended December 21, purchased power costs 9.7% 126% 9.46%

an o" & M
1980, 1979 and 1978 Increased base rates ........ 8.0 35 8.7
Increased customer usage

RESULTS OF OPERATIONS T 6.8 54 50

Operatin venue ; o1 X A Rk
preating Reverioes TOMY 1oiiseinniins L. 24.3% 213% 185%
Electric operating revenues increased significantly in

cach of the vears ended December 31, 1980, 1979 and For information relating o kilowatt-hour sales by

1978 compared with the immediately preceding vear as a customer classification, i1ncreases in number ol

result of the following principal factors customers and other relevant facts, please refer o



Solected Annual

Financial Data

1980 1979 1978 1977 1976

Fotal operating revenues ... ...« $216,370,228 $175.652.267 SI4HL.632.859 SI21,678.360 3§ 97,977.668
Net operaung income $ 14,709,278 S 11544410 5 11585642 § 10114111 § 9774446
MG ERIMINRS - x ¢ L el vals 4 $ 6843921 5 3427077 S 6334988 5 5150358 § 5,073,080
Earnings available for common

SLOOK oo ika o i e $ 6,018530 > 367,278 8 5466607 § 4573552 § 4.187.258
Weoighted average number of common

shares outstanding . 1,880,176 1838 Rt 1,757.220 1.038. 564 1.527.494
Per share ol common stock

Farnings ‘ S $ 320 § 248 § 341 8 208 '8 2,74
Cash dividends declared 3 1.88 3§ |88 $ 1.775 § 16 8§ .62
BOok SAKEE .. 5 oo 5e s e e el s dv i s 2443 S 24.24 $ 23563 % 22.70 .8 21,32
T OEN]  GRROUR ' s v s psm 2 5k pa e o b e sk s 3. § $181,3138,089 S166.623. 186 35155205276  3139.422,150 S$132.033 474

CAPITALIZATION
Common eguiiy

$ 50,449,636 S

Redeemable cumulative preferved

s .ks PEoT . B N = 11.000.000
Long-term debt, net of amount
due within one vea 70,521,837

14,582,750 %

39,6857 950

13,446,421 8 37.203.416 3 35.269.790

{80,000 11,660,000 11,840,000 12020000

60,353,201 6l 016,386 H2. 780,028

$131,971,473 3

Total capralizauon

115.720,700

$115.459.622 S110.059.802 110,069,818

CAPITALIZATION RATIOS

Common equity ol e 38.2% 38.5% 37.6% 33.8% 32.0%

Redermable cumulauve preferred

siocks . ; o SHT 8.3 .9 10.1 10.8 10.49

Long-term debt, net al amount

due within one veat 53.5 51.6 32.3 35 4 37,10
Iotal capializaton 100.0% 100.0% 100.0% 100.0% 100.0%

LONG-TERM DEBT due within one
vear and short-term notes pasable

1o banks

$ §,820,000 >

15,905,000 3§

7503000 S S.683000 S 540000

Operating Statistics. Also. please refer to supplementan
Intormation Regarding Inflaton and Changing Prices
where certain intormacon about the etfects of changing
prices is provided

I'he Company rates in all
perating divisions during various quarters of 1980

mmplemented new

These new rates contribuied significantly o increased
The unusually hot weather during the
of 1980 also contribuied to increased operating

revenues in 1980
summer
resenues

Ihe ( operating
revenues o continue o increase. The Company’s fuel
ind  purchased adjustment

mpany  expects  future  electric

poOwer clauses provide

of increases in fuel and purchased power
Requests for rate
niecessary to provide a return sullicient 0 maintain the
Company's financal integrity and provide a reasonable
return on stockholder's equity without being unduly
Please reter 1o Rates and
activity I'he Compans
conditions o normalize. apparent
continue and thal customer

recosenry

COStS increases will be tiled as

burdensome on customers
Regulation for 198G rate
expects  weather
customer conservanon o
usage should approximate the 1979 level adjusted for a
Customer growth historically

1978

customer growth tactor

has averaged 3.5% annually beginning in

Juring 1980, the Company sold s gas distribution

19
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systems in Breckenridge, Graham and Kermit, Texas.
The reduction in operating revenues as a result of these
sales is insignificant to total operating revenues.

Operating Expenses

Power purchased for resale continues to be the
Company’'s most significant operating expense. The
principal reasons for increases in power purchased for
resale are higher cost per unit from suppliers and
increased units purchased. While the former reason is
not directly conwolled bv the Companvy., cost wo the
Company is subject to regulatory authority over
wholesale rates charged by various suppliers. The
Company has and will continue to intervene in such
rate cases for the purpose of assuring a fair and
equitable cost to the Company’s customers. Manage-
ment does, however, expect this expense to increase for
many of the same economic reasons atfecting the uulity
industry and the Company as discussed below.

Other operating and general expenses and main-
tenance expenses increased in each of the past three
vears. Inflation has become a significant factor in the
economy and the industry. Inflavon has specifically
affected the Company primarily through increases in
cost of fuel used by the Company in generation of
electricity and increases in salaries and emplovee
benefits. Additpnally, customer growth has required
increased expenses associated with the Company's
distribution system and customer support activities.

The Companv expects operating expenses (0
continue to increase as long as inflauon 1s a signiticant
factor in the economy. Also, customer growth will
require expansion of facilities and increases 1n
operating expenses. Further, the Companv expects
operating expenses to continue to increase as a result of
provistons in the Nauonal Fnergy Conservation Policy
Act which requires a technically trained staff to respond
to 1ts requirements, Management will, through careful
budgeting and monttoring procedures, control these
costs to the maximum extent possible.

Interest Charges

The increase in interest charges during the three vears
covered by this annual report are due primarily to
increases in total outstanding debt and higher interest
rates on certain debt that, by its terms, vary with
changes in local prime interest rates. Therefore, to the
extent of changes in prime interest rates and total
outstanding debt, future interest charges will fluctuate.

Net Earnings

Net carnings increased in 1980 and 1978 over the
prior vear. The increase in these vears resulted

principally from increases in usage and base rates which
more than offset increases in operating exnenses and
interest charges. The decrease in 1979 resulted from
reduced Kkilowatt-hour sales per customer in the
residential classification due to mild summer weather
and apparent conservation, increased operating
expenses and increased interest charges.

Several factors wiil influence net earnings in 1981,
The more significant factors are discussed under
Operating Revenues, Operating Expenses and {nterest
Charges. In summary, management expects that net
earnings will increase in 1981, primarily as the result of
the wotal annual effect of higher base rates implemented
during various quarters of 1980,

FINANCIAL CONDITION

During the three vears ended December 31, 1980, the
Company has generated internally (after pavment of
cash dividenas on outstanding common and preferred
stock) 4% to 58% of 1ts major capital needs consisting of
construction of utility plant assets and debt and
preferred stock sinking fund requirements. The
remainder has been financed externally by the issuance
of debt and common stock.

The Company’'s 1981 construction program and debt
and preferred stock sinking fund requirements will wtal
in excess of $27,000.000. The Company expects that
approximately 37% of such capital requirements will be
generated internally after the pavment of cash dividends
on common and preferred stock. The remainder will be
financed externally by the issuance of short-term debt
under existing loan commitments from banks. (See Note
2 to the Companv's Financial Statements.; Such short-
term debt will be subsequently refinanced by issuance of
first martgage bonds and or common or preferred stock.

Charter provisions relaung o the preterred stocks
and the indentures under which Company bonds are
issued contain certain earnings tests which must be met
before additional bonds or preferred stocks may be
issued. Under such tests, the Company could have
issued at December 31, 1980, approximately $24.000,000
principal amount of additional bonds and $5,000.000 of
addiuenal preferred stocks assuming an interest and
preferred dividend ~ate of 13%.

The Company has maintained a capital structure of
51.6% 1o 33.3% debt, 37.6% to 38.5% equity and the
balance in preferred stock during the past three vears
(For exact capital structure rauos, please refer o
Selected Annual Financial Data.) The Company's goal
is to achieve a conservause structure for the future with
a debt, equuty and preferred stock ratio of 30%, 40% and
10%, respectively, Due 1o unsettled market conditions,
management is unable to estimate a reasonable time
frame for accomplishing this goal

e i e e L R R T Vg W R Gu oy e —— P P . -



Selected Electric

Operating Statistics

1980 1979 1978 1977 1976
OF _2ATING REVENUES~
thowsands of dollars:
REslAOBURT 5 & oo os im soriis ais 5o 50008 3 73,931 S 58,085 8 51,895 § 44,621 § 36.236
Commercisl] . i v iviay oims 5 49,929 41.066 36,464 31.075 25,762
Dy (T R VU, L AR R 84,922 H9,080 49.729 10,920 $1.898
CRELERY ko s 5 bl ireice STt 31 o ey airad (e 5,523 3.982 4,592 2,915 2,184
DR i i o v B Tty e ey e $ 214,305 S 172168 § 141,680 § 119531 § 46, (80
SALES-thousand kilowatt-hours:
Regidential oo s e s ey s s 1,489,599 1,351,339 1,456,935 1,257.956 1.128.280
Commercilil .. e e e s e 1.006,234 938,757 923,433 K73.454 R0%5, 503
EE ORI 7 oo v oo b e Bt B A1 28 2,407,207 2,500, 488 2.007 838 1,941,499 1.815,797
674 (7 - APPSR (I i . 119,720 111,909 111,903 108,034 08,718
Tonal 4a) o avvsinrononbansifasie _ 5,022,760 4,702,473 4,400,109 4,180.943 3.848.188
NUMBER OF CUSTOMERS end
ol period
Residential ... 139,164 1 54.696 129,783 124,854 120.531
Commercial ... 0000, 23,463 22,459 21816 21,174 20,930
Industrial . ... ... L Ir oA e s st e 195 178 173 160 158
Other . 201 201 191 191 191
Iotal 163,023 157.514 151,963 146,359 141,810
Average annual use per residential N
customer—hWH ... 10,842 10,177 10,627 10230 9512
Average annual revenue per vesidential
customer=—dollars . ... oy Iy ) P b s 558 187 106 363 305
Average revenue per KWH sold—
ressdential—cents . . e il 4.96 4.30 3.82 3.55 2.2l
\werage 1evenue per KRWH sold—
total sales—cents e 4.24 3.6H 3.21 2 .86 249
Saurce=net generated and purchased—
dhousand kilowatt-hours
Generated 128,458 Y9 685 103,612 55,8603 152.162
Purchased . 5,198,270 + 884,717 1348620 1,268,776 3.953 UR6
Tonal a _ PR 5,326,728 4984552 4632252 [ 420669 410K 148
\verage (ost per KWH generated and
purchased—cents AL %.10 =64 ]| 1.95 1.60)
Net book value of phvsical property . $1° 8,211,862 35143.735.197 S$134.230.17¢ 3193 6605 397 S115.275.67%
Eleotrie hine—total pole miles K700 B.524 % 330 8174 8081
Estimated populatuon served at retanl 473,000 465000 147 000 454,000 422,000
1otal r:!lplu\r'w RR5 st s00) 47 716

ar Difference between total source and

total sales represents Compans use and

line losses
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Supplementary information Regarding

Inflation and Changing Prices

The following information is supplied in accordance
with the requirements of Financial Accounting
Standards Board Statement No. 83, Financial Reporting
and Changing Prices, for the purpose of providing
certain information about the effects of changing prices,
It should .be viewed as an estimate of the approximate
effect of inflation. rather than as a precise measure.

Constant dollar amounts represent historical costs
stated in terms of dollars of equal purchasing power, as
measured by the Consuiner Price Index for All Urban
Cansumers. Current cost amounts reflect the changes in

specific prices of utiliy plant from the date such assets
were acquired to the present, and dilter from constant
dollar amounts o the extent that specific prices have
increased more or less rapidly than prices in general

The current cost of uulity plant represents the
estimated cost of replacing such assets and was
determined by indexing the surviving plant principally
bv the Handy-Whitman Index of Public Unlity
Construction Costs. The current vear s provision tor
deprecianon on the constant dollar and current cost
amounts of plant was determined by applving the

Statement of Earnings Adjusted for Changing Prices
For the Year Ended December 31, 1980

TOTAL OPERATING REVENUES ..
OPERATING EXPENSES:

Power purchased for resale . ... o
Other operating and general expenses

Maintenance . :
Depreciation of unhity plant ... ..
Income taxes ........
Taxes, other than on INCOME . ... vuiiaercncnnss

Total operating expenses ... ..
Net operating Income ..o

OTHER (EXPENSE), net of taxes.......

Earnings before interest charges ...

INTEREST CHARGES ..

Net earnings (loss)—excluding reduction to net
recoverable cost

Increase in specific prices (current cost) of net uuliny
plant held during the vear (b) .......
Reduction to net recoverable cost.

Effect of increase in general price level

Excess of increase n general price level over increase

Conventional  Constant Dollar  Current Cost
Historical Average Averagt

Cost 1980 Dollars 1980 Dollars

$216.370,22% §216,370,228 8216,370,228

0 160,178,565

21,612,358
2,981,007

i H,068,.634

160,178,365
21.612,358
2 481,007

12,256,528
1,686,723 +,686.725
6,133,861 h,133,861

201,660.950 207 848 844
14,709,278 8.521.384
(18.151 (18,151

14,691,127

7,847,206

8,503.253

7 %47.206

160,178,363
21.612.3558
2,981,007
13,616,274
i,686,725
6,133,861
_209.208.590
7.161,688
(181511

7. 148 487

7.847,.06

$ 5843921

e ——

in

specific prices after reduction 1o net recoverable cost ..

Gain {rom decline in purchasing power ol net
amounts owed

et .

S 656,027 a)

) 703.719

1,668.8%%

W

11,772,762

s 103,903

§ 25,396,704
23,721,302

12,984,315

(10,309,115

N oy -

)
11,7 e 108
5. EFRK TR A~ S

§ 1463049

a) Including the reduction to net recoverable cost, the loss from contnuing Operations on a constant dollar basts

would have been 811,012,832 for 1950

(b1 At Pucember 31, 1980, current costs of utility plant, net of accumulated depreciztion, was 5355319 127

historical cost or net cost recoverable thtough depreciauon was §:°8.211.863

while



Company's composite depreciation rate to the respective
average constant dollay and current cost plant amounts,

As prescribed in Statement 33, income taxes were not
adjusted. In rate [ilings with the regulatory com-
missions to which the Company 15 subject, only the
historscal cost of utility plant has been recoverable in
revenues as depreciation. Theretore, the excess of the
cost of utility plant stated in terms of constant dollars or
current cost over the historical cost of utility plant is not
presently recoverable in ratos as depreciation and s

reflected as a reductuon to net recoverable cost. While
the rate-making process gives no recognition 'o the
current cost ol teplacing the € pany's uthey plant,

based on past practices, the Company believes it will be

allowed to earn on the increased cost of its net
investment when replacement of facilines  actually
OCCUrs.

To reflect properly the economics ol rate regulation
in the following Statement of Earnings Adjusted for
Changing Prices, the reducuon of net plant should be
otfser by the gain from the decline in purchasing power
of net amounts owed. Durning a period ol inflation,
holders of monetary assets sulfer a loss ol general
purchasing power whole holders of monetary habilities
experience a gain. The gain from the decline in
purchasing power of net amounts owed is primarily
attributabie (o the substzntial amount of debt which has
been used to finance the Company s aulity plant. Singe
the depreciation on this utihity plant 1s limited to the
recovery of historical costs. the Company does not have
the opportunity to realize a holding gain on debt and 1s
limited to recovery only of the embedded cost of debt
capital

Five Year Comparison of Selected Financial Data
Adjusted for the Effect of Changing Prices

(In Average 1980 Decllars)

1980
HISTORICAL COST INFORMATION
adjusted for general inflaton
Total operating revenues ....... . oo.. $216,370,228
Net emmings-—excluding reducuon o
net recoverable cost L. 056,027
Net carnings per share of common stox k-—
excluding reduction o net recoverable
BIAEE i s t i ssm s ® s e Hoh e &YWy 8w e oy s 35
NeOt assets al vear- md at ner recoverable
FEOIE 2 m o g ek 8 48,184,869
CURRENT COST INFORMATION
Net ilossi=excluding reduction to net
recoverabl® cost ... 5000 s (703,719)
Net (loss) per share of common stoc L-—
excluding reduction to net recoverable
Cost E e =k s S e T (.37)
Excess of increase in untml price level
OVEr INcrease in specilic prices atter
reduction 1o net recoverable cost 10,309,112
Net assets al vear-end at net recoverabile
COst 48,184,564
GENERAL INFORMATION
CGiain from decline in purchasing power
of net amounts owed .. - 11,772,762
Cash dividends declared per ¢common
share s e 51.88
Market price per common share at
veat-end ¥ Vo5 4 $14.92
\verage conswmer price index 246.8

P - R — i n— B B Rp—— L T

$109, 406,524

P TR T T pe—

Years Ended December 31

1979 1978 1977 1976

S182.678,555 8165.455.766 §141.8235.593

STR.670

32

17,860,056

(1,371,769

-3

&1

12,590,577

17 860 056

12.924.501

32.13 52.24 L $2.35
517.31 $28.11 $27.19 $27T us
217 .4 195 4 i85 170.5

e e e

Py e ap——
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