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Higblights 1980 1979 5 Change

Total operating revenues . . $216,370,228 5175.652.267 23.2

Net earnings 5 6,843,921 $ 5.427.177 26.1... . .

Earnings asailable for common
stock . . S 6,018,530 5 4.567.278 31.8

. .

Weighted aserage common
shares outstanding 1,880,176 1,838.56; 2.2

Earnings per share of common
stock . $3.20 S2.48 29.0. . .

Disidends per share of common
stock . . 51.88 51.88 -

.. .. .

Net bcok value of physical
. .. . 5158,211,862 $ 1+6.297.513 8.1property .

Kilowatt hour sales 5,022,760,443 4.702,473.4<. 2 6.8.

Average annual KWH 3 ales per
residential customer . 10,842 10.177 6.5

Electric customers sersed
(year end) 163,023 157.514 3.5....

Number of employees . . . 885 861 2.8

Number of shareholders . . 5,404 5.298 2.0

. , .

Contents Annual Meeting
The annual meeting of Community Public Senice Company will be held in

Letter to Shareholders. .1
Summary of Operations . .2 the Eighth Floor 31ecting Room of The First National Bank Parking Garage.$01

West Sixth Street. Fort Worth. Texas. on Fridas. April 24,1981, at 10:00 a.m..
Statements of Earnings. .10

Cenual Standard Time. In connection with this meeting, prosies will be clicited
Statements of Changes in

by the board of directors of the Company. A notice of the meeting. together with a
Financial Position . .I1

Proxy statement, a form of proxy and this Annual Report to Shareholders was
Balance Sheets . 12

mailed on or about Starch 27. 1981, to shareholders of record as of Starch 3.1981.
Statements of Common Stock
Equity and Redeemable NAMCumulative Preferred Stocks .. . 13

Commumty Pubik Senice Company is an insestor. owned electric utilin
Notes to financial Statements . . 14

company engaged primarily in traramitting, distributing and sclhng electricAccountants' Report . 17
energy in s8 municipahties and adjacent rural areas withm the states of TexasSelected Quanerly Financial Data. 18
and New 5f exico.Slanagement's Discussion and

Analysis . .Is Forrn 10 K Availability.
.

Selected Annual Fmancial Data . 19
Communin Public Service Company wil: file its annual report on Form 10-KSelected Electric Operating

with the Securities and Exchange Commission bv Starch 31.1981. .\lans of the
Scaristics . . 21.

SEC's 10-K information requirements are satisfied by this 1980 Annual Report;Supplementary Information
Regarding Inflation and howeser, a copy of the Form 10-K including the financtal statements and

schedules will be asailable free of charge after N!a ch 31.1961. upon request to the
Changing P ices . . 22.

Treasurer. Community Pubhc Senice Company. 501 West Sixth Sucet. Fort
Directors and Officers . . 24

Worth. Texas. 76102.

The information contained in this report is guen in response to general
requests for .nformation about the Company, and not in connection unh any
sale. offer of sale. or schcitation of. an offer to bus anv securities.
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To the Shareholders

Total operating revenues for 1980 were 5216.4 At their meeting in November 1980 the directors took ,

inillion, an increase of 23.2% over 1979 revenues, and preliminary action to submit to the shareholders at the
earnings asailable for common stock increased 31.8% to annual meeting in April 1981 an amendment changing i

56.0 million. These increased revenues and improved the Company's name to Texas New Siexico Power
earnings are directly related to a 6.8% increase in Company.
kilowatt-hour sales. Sales to residential customers Retiring from the board of directors in 1980 were.

increased significantly by 10.2% primarily because of three distinguished members. Stessrs. C.L Cooke.
prolonged. abose aserage temperatures experienced in Alurrav Kyger and Peter J. Rempe.11r. Rempe, now I

the areas sersed by the Company during the summer deceased, and Alr. Kyger served on the board for 11 years. I

months of 1980, each. Str. Cooke retired in 1975 as ,nresident and' chief
.

Earnings per share of common stock were S3.20 for executise officer, but remained as a director of the '

1930 representing a 12.7% return on aserage common Company until April 1980. Str. Ccx.Ws working career t
'

equitv. included more than 53 veats of senice in various
In April 1980 the New Alexico Public Service capacities, with the last 14 years as a member of the

Commission authorized a state wide rate increase, and board of directors. Deep appreciation is expressed to
the Public Utility Commission of Texas authorized these gentlemen for their major comributions to the

,

increases in July and December covering all operating growth and deselopment of the Company.The board of
directors w s reduced to seven members effectise onareas of Texas. These rates were designed to increase

resenuei by $11.2 million annually. This increase in April 25.1980. and Str. Harris L Kempner, Jr. was

resenues significantly improved earnings in 1980 and elected to fill the single existing vacancy,

will continue to provide increases in electric resenues The dedication and entbusiasm exhibited bs all
appreciated and acknowledged by thein 1981 because the order providing $5.2 million of the emplos ees is

annual increases in resenues was not effective until board of directors. )

December 1980. By Order of the Board of Directors
In recognition of the current earnings les el. the board s

jgof directors, at the regular quarterly meeting of
January 27, 1981, increased quarterly cash dividends #
10.6% to 52c per share for the first quarter of 1981. This R.D. WOOFTER
is equivalent to an annual disidend of $2.08 per share. cho,rman. President s chief necutae 0//ecn

The Company sold its gas distribution systems in
Breckenridge, Graham and Kermit. Texas, in 1930. N! arch 27,1981

These transacuons benefit the Company financially by
eliminating the regulatory burdens incident to a
relatis ely insignificant portion of the Company's
business. The Company now derises its total operating
resent.es from electric operations. {
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Summary of Opera 0ons 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 tne
Revenues additional cost is recoverable through.the Company's

Total operating revenues for the current year fuel and purchased power adjustment clauses and
inaeased 23.2% over 1979 to $216,370,228. Electric accounts for approximately 40% of the increase in
operations generate.d 99% of this amount. The electric operating resenues.
remaining 1% contributed by gas operations marks a Other operating and general expenses increased 12.8% |

significant decline in these revenues because the gas to $21,612,358. Such increase is primarily attributable
properties were sold in the summer of 1980. A detailed to increased cost of customer support activjties +

explanation regarding the sale of the gas properties is responding to customer growth and regulatory
provided under Note 6 to the Financial Statements. reporting requirements. The general inflationary trend

Electric operating revenues increased $42,142,743, or for the current year increased the costs of labor,
24.5%, in 1980 to $214,305,260. Increased base rates, materials and services for these expanded activities.
increased customer usage and the recovery of escalating Slaintenance expense increased 28.3% due to expanded
fuel and purchased power costs accounted for this operations, customer growth and the same inflationary
significant increase in electric operating revenues. The trends experienced by operating and general expenset
percent increase in resenues and contributions by Taxes, other than on income, increased 15.7% to
classification of customers are as follows: $6.133,861. A significant ' portion of these taxes is related

Percent Percent to revenues and property values. Since resenues for the -

Revenue Class increase Contributed current period have increased significantly, revenue

Residential 27.4 34.5

Commercial 21.6 23.3
Industrial 22.9 39.6

'~ ' ' '

31unicipal S: Other 38.7 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 coser. The revenues
contributed by each disision and the corresponding
percentages of total operating revenues are shown
below.

Division Revenues Percentage '

Central $ 14,673.008 6.9 Operating HN MitMONS OF OOLLARs1 [

New Slexico 37,579,601 17.6 Revenues *
Northeast 24,717,062 11.5 and m t ,

Panhandle 6,301,593 2.9 Expenses m ;a

Southeast 116,641,406 54.4 g r
,

Western 14,392.590 6.7
'80

Total $214.305.260 100.0 in

160 t +

isc

TC # r

'
1 30 '

Expenses ,, _

'

Total operating expenses were $201,660,350, an ,,o

increase of 22.9% oser 1979. This increase in expenses of 'O
$37,553,093 resulted from increased power purchased for E TOTAL {

. ... OPERATING M
resale, increased customer support activines and REVENUES w
increased costs for labor, naterials and services

necessary to operate the Cornpanv. E TOTAL M
'

OPERATING .y

The most significant operating expense for 1980 was EXPENSES
power purchased for resale which increased 24.8% i

POWER$ 160,178,365. This increase amounts to $31,818,765 and PURCHASED
represents 84.7% of 'he total increase in operating FOR RESALE 76 77 78 79 80>

2
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reated taxes followed the same trend. Property taxes, as Dividends and Common Stock Market Price
part of this expeme, have increased due to additional The annut.! cash dividend of $1.88 per share was paid
facilities and higher tax valuations. n 1980 and represents 58.8% of'he earnings per share of

Intere3t charges for 1980 increased 51,651,577, or common stock.
26.7%, to 57,847,206. The continued effect of inflation .

Common Stak Market Price Rangeduring titis period was the principal factor contributing
Price of Common Stock on New York Stock Exchangeto extrcmely high interest costs for all debt financing.

These higher interest charges were the result of larger 1980 1979

total outs.anding debt and higher interest rates during High , Low High Low
the current period. The higher interest rates on short. Ist Quarter $ 16's $13% S20% S19
term debt signif,cantly mcreased the Company's interest 2nd Quarter 17h 14S 214 194i

expense. Note 2 to the Financial Statemems provides a 3rd Quarter 18 15% 224 18%
'

detailed explaration of debt subject to floating prime 4th Quarter 16N 135 .194 16
interest rates. Yearly $18' -5135 5224 516 ,

Quarterly Dividends Paid Per Share *
,

Earnings M80 M9
Earnings per share of common stock for 1980 were

1st Quarter - 50.47 $0.47
S3.20, a 29.0% increase above 1979. The increase was '

2nd Quarter 0.47 0.47
denved after giving consideration to an increase of 2.2% 3rd Quarter 0.47 0.17
in the weighted avern;e number of common shares ith Quarter 0.47 0.47
outstanding. This impiovement in earnings resulted in
a 12.7% return on average common equity. Yearly $1.88 51.88

*Throuch 1980, the Company has paid 180 consecuthe
Esen though total operating revenues went up 23.2%

qu nemy dividends,and total operating expenses and interest charges went
up 22.9% and 26.7%, respectively, earnings available for As f No,vember 18, 1980, the Company had 5,404 hcommon stock increased S1,'451,252, or 31.8%, to

C 'nm n shareholders of record.$6,018.530. Impros ement in earnings resulted prin.
cipally from increases in sales due to the hot weather Charter provisions and bond indentures relating to
during the summer of 1980, and from rate increases the Company's preferred stock and bonds, respectivelv,

'

granted by regulatory authorities. The third quarter's contain certain restrictions as to the payment of cash
earnings of $2.75 per share prosided the most disidends on common stock. A more detailed
significant improsement in 1980 representing 85.9% of explanation of these restrictions is included under Note
total earnings. 3 to the Financial Statements.

. ,..
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Total Annual Electric Customers Average Annual Use Average Residential
Kilowatt-Hour Sales at Year End Per Residential Customer Revenue Per KWH
ON MILLIONS, ,;N f **OUSANO$) ON K10 WATT. HOUR $t UN CENTS PER KwM)

5 500 170 11.000 5 00

4 5010 500 r

5 000 _
t60 f ,

4 500 150 10 000 4 00

140 9 500 3.50J000 - :

$ 9 000 . 3 003 500 130

h t20 3500 2 503.C00

h 110 8000
~

2 002 500

.|2 000 E | _t 50_7 500, i 100

76 77 78 79 80 76 77 78 79 80 76 77 78 79 80 76 77 78 79 80
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Kilowatt-hour Sales in October 1980 the Company sold 200,000 shares of
In 1980 total kilowatt hour sales inaeased 6.8% common stock to underwriters by negotiated offering.

compared to an increase in 1979 of 6.9%. This appears to Net proceeds from this financing were approximately
be a stable trend in growth in total kilowatt-hour sales. 53.1 million. In addition, the Company obtained
howes er, in 1979 the industrial customers' sales $400.000 of new equity b) issuing 26,271 shates of
increased 14.6% compared to an increase of only 4.6% in common stock to the Employee Stock Ownership Plan
1980. Sales to residential customers in 1979 declined and Trust and the Thrift Plan for Employees.
0.4% because of mild weather and apparent energy

The funds received from the fise vear term loan andconservation; but in 1980, because of an unusually hot the sale of common stock were used to repaysummer, sales to residential customers mcreased 10.2%. outstanding short term bank loans. On December 31',
The increase in residential sales is further exemplified 1980, short term obligations were 56 million, a *

by the 1980 average annual use per residential customer reduction of 59.5 million from December 31, 1979. '

increasing 6.5% to a new high of 10.842 kilowatt hours.
All classes of customers showed an increase in sales over
1979 with total sales for the current year surpassing fise Franchises
billion kilowatt-hours. Five extensions of municipal franchises were

obtained by the Company in 1980. In New Slexico, the
Financing cities of Central and Siber City granted franchises for 25

On Starch 31, 1980, the Company exercised a ye ts. In Texas, the cities of Gordon. Nocona, and
presiously obtained commitment from commercial Perryton granted 30 year franchises. The newly
banks for a fisenear term loan and issued unsecured inc rp r ted Village of Dickinson, in the Southeast
promissory notes to banks totaling S12.0 million. The Division, gramed a franchise of 30 years. Expiration

'

notes mature on N! arch 31,1985, but may be repaid in dates on the 88 municipal franchises vary hom 1983 to
2029.full at any time without penalty. Interest on the notes is

payable quartec y at rates equal to prime rate for years In New Alexico, the Company also holds franchises
one and two, prime rate plus 1,4 of one percent for year from seven counties. Their expiration dates vary from
three, and prime rate plus 1 2 of one percent for years 1991 to M 3.
four and fise.

Area Growth
At the end of 1980 approximately 473,000 people

,, , . . ,, . , . located in 88 towns and surrounding rural areas were
receising electricity from Community Public Senice
Company. Electricity was provided to 139,164

.MQkdg[4
yp we.F residences, 23,463 businesses and small industries and

/f 195 major industrial accounts. In spite of the unstable
economic corditions and the unusual weather patterns

__
.in 1980, this was an increase of 3.3% in residennal--

x.- customers, 4.6% in business and small industrialge

s n] c"23dgm-h
, |550 I: ?

o cust mers and 9.6% in major industrial accounts .stnce
h 1979-y[m 'eriid g-: .

9,929,043 The oil related businesses in the Panhandle, Westerng g

h- 9 f5 and Central Divisions continued to openate at high
PMhdhir16 017,UIN j 7 O00h lesels because of the nation;s demand for domestic oil.5

N$2ddinikfM.sMOId M M d. The petrochemical plants n the doutheast Dis ision.m

' pmgm .MyM ; %> *V g I cated just south and southwest of Houston..M S0
underwent seseral expansions because of the demand for
their producw.

P>er ;urchased $160.178 355 74 20 Phillips Petroleum Company's Sweeny Refinery 1
m;e ec tenetts 11.865 185 5.5 NCL Process Center put a one billion pound per year
Ctrer c;erstmg ex;enses 12.782.996 59 ethylene unit into production in January 1979, and
fa s began construction of a new methyl tertiary butil ether

1

me-est au ncenes 12.236 008 57 plaat (NITBE). AITBE is a gasoline additise. The plant
Retamed m Nsmess 2 455 119 11 is scheduled for completion in Nosember 1981. Phi', lips

Total $216.017.941 $1.000 is also adding an aromatics recosery unit to the Sweeny
Refinery k NGL Process Center facility scheduled fer".

.

'

completion in 1932.< - -

4
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The morntng sun rejlects from the aluminum conductors of
thus newly rebuult iH Kl' Ime in Southwest New Mexico. The
Flornda Mountasns appear in the background.

O

Due to the tremendous amount of interest in ethanol 115,000 s olt (115 KV) trar.smission line from the
production by farmers and ranchers in our service areas, Company's Ruidoso Substation to the Company's
preliminary work has begun on an on farm research Gavilan Substation. The Gavilan Substation. also
facility to produce ethanol. completed in 1980, is a 115-12.5 KV distribution

substation, which was constructed to provide additionalThe Company continued to sponsor programs for
many different youth organizations and also to teach electric power supply capacity for this growing area.

short courses to agribusiness leaders in our service areas. Other work in New Alexico included rebuilding 20
miles of 115 KV transmission line in Grant County.
This line is part of a 40-mile interconnection with the

Construction and Expans. ion of Facilities
...

company's purchased power suppliers. The rebuild was
During 1930 the construction of new facuities to meet necessary to increase the line's ability to transmit a

inceased customer loads and growth cost $21,067.445 larger block of power.
for electric facilities and 375,460 for gas facilities. In Texas in the Southeast Division,10.1 miles of 138

The New Alexico Division expanded its transmission KV transmission line was erected from West Columbia
line network with the completion of 5.5 miles of a to Brazoria. The line is initially operating at 69 KV. but

6

._ - ..
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will be converted to 138 KV in the near future to assist
( M d4hNyhpg7q7mpkhy&[ wpm

c
N hw
g-fgggg@S%W @TM yugh

in providing for the electric power needs of the

% % g DjafqgppyyCompany's customers in the rapidly growing Brazoria
W wCounty area. g..m J/

A -
M,, Wp W,9%7

y d re / E e _ n ~N ' ?
-Other maj.or installations in . Texas included:. . . .

ND
. m. ';pN ME

CLewissille-addition of a 25/33/42 S!VA,138-12.5 KV - V.

~A'p % w v ~d e&~g;ngtransformer in an existing substation; Alvin- --

replacement of a 12/16/20 SIVA transformer in the > MhgQ .
',

Alvin Substation with a 25/33/42 A1VA.138-12.5 KV .<ibHW W*

f/ [iMkh# $, MQ
%[ Qpggggds {j

transformer: Brazoria County near Alvin-construction ,

of a 138 KV substation and associated transmission line

ggp$p n , , Q(, pq 3to provide service for the Amoco Production Company : . ,c
'; g .7-! '; W W7electrical load at Hastings Field: Texas City- | g

4 "?
'"* L .' " * % ;.$'construction of a 69-4.16 KV substation with one 5000 :

t !
' ' '7"KV! transformer to provide electrical service to '-

*

3 kN!aratnon Pipeline Company and construction of a 69- f : _, "
4.16 KV substation with two 7500 KVA transformers to g

- 7
provide electrical service to an ARCO pumping ~.GcJr g ; % L --- -%,

installation. M y C . . . _

n"-w .- m . -

" a ?""*m -y ~ "~h
~

'" -Alajor construction in the Company's electrical M
dist ibution systems included the reconductoring of g%%.g hf- ( 7y
oserhead distnbution circuits and/or the additmn of

-g

distribution circuits were converted to higher voltages
The largest customer in the New .\!enco Dwision isin' the Central and Western Divisions to achieve

.
Kennecott Copper Company. This newly rebuilt 115 KV line

mereased capacity. Vom Demir seus Kennecott's smelter at Hurley. The
The total number of pole miles at the end of 1980 was e-mile line was rebuilt to increase the Company's capacity

t sem the grou'ing loads m the Grant County area.8.700 compared to 8,524 pole miles at the end of 1979,
Electric underground distribution increased from 190
miles in 1979 to 231 miles at the end of 1980.

Employees
Because of increased work activity, employment at a continuous effort. Employees worked 1,848,682 man-

the end of 1980 was 885, an increase of 24 over the hours in 1980 with 17 lost time accidents.
pres ious year. Also affecting this total was the
retirement of 13 employees who had an aserage of 29.5
ears of senice. Rates and Regulation

Service awards were presented to 101 employees with The Company participated in rate proceedings and
an average length of service of 15.2 years. other regulatory matters during 1980 as follows:

In Nosember 1980 the board of directors announced 1. Presentation of retail rate cases before regulatory ,

the election of a new vice president, Owen D. Ringness, authorities in the states of Texas and New Alexico.
a 30 year seteran of the Company. He assumed the title 2. Negotiation of power supply contracts and retail
of chief engineer upon the retirement of Vice President sales contracts,

and Chief Engineer W.D. Nuckols in January 1981, 3. Intenention in supplier rate cases at the federal and
state lesels. ;

Safety and Training 4. Appearances before the regulatory authorities in the !

states of Texas and New Stexico in proceedingsAlways aware of the need for additional employee
training. the Compan, provided instruction in various c ncerning regulatory matters other than rates,

skills to a total of 576 participants during 1980. The Company was authorized by the New N!exico
Imensise training in lineman's skills was presented to Public Service Commission to increase rates in April for
43 beginning line crew members. Employees were also the New .\lexico Division. These rates will produce

l

gisen formal training in operation and driving of heavy additional revenues of 51.158.000 annually,
equipment, first aid, cardiopulmonary resuscitation and The Public Utility Commission of Texas authorized
su permon. an annual increase in rates of $4.800,000 effective in

Accident presention and safety training are sital to July in the Company's Central, Northeast and 1
'

the Company's daily operations, and safety education is Panhandle Divisions.

7
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In December 1980 rates became effective in the commissions to establish regulations consistent with the
Western and Southeast Divisions, and in a portion of act concerning rate design, cost allocation methods and
the Central Division, which will provide additional cogeneration activities. Hearings in connection with t

annual revenues of approximately $5.200.000. such regulations were initiated by both the Texas and
New Slexic Commissions during 1980. The CompanyDuring 1980 the Company contracted with El Paso
ntici ates that upon the completion of these hearingsPElecuic Company for additional power for . New

: Alexico. The power supply contract with Public Service in 1981, additional regulations will be ordered resulting i

! Company of New 5fexico was amended to provide n increased operating expenses for the Con,pany,

additional flexibility in scheduling the power supply Customer Services
for the Silver City area. !

The Residential Conservation Service (RCS) program !
Six of the Company's suppliers of wholesale power mandated by the National Energy Conservation Policy4

.

applied to regulatory bodies for increases in wholesale Act of 1978 (NECPA) will be implemented by the |
rates. In addition, five earlier wholesale rate proceedings utilities covered by the law. Pending the approval by the -

of wholesale power ' suppliers were still pending before Department of Energy of state plans for Texas and New
the Federal Energy Regulatory Commission. The >!exico, the Compans will offer energy audits and other ,

Company has intervened in all such proceedings. services prescribed b' the act. !y

The Company was involved in extensive hearings Thirty-on' Customer Services Department employees
before the Public Utility Commission of Texas and the have .been trained hv the Company and certified as :
New Siexico Public Service Commission considering energy auditors as required by the RCS program

,1evision of the rules and regulations of these
Commissions. Orders of both Commissions in these The Energy Securi y Act adopted in 1980 cruted the !

proceedings required extensise changes in the Commercial and Apartment Conservation Service !

Company's service and extension policies. Additional (CACS) program. CACS will require covered utilities to -|
orders are under consideration. enc urage the mstallation- of energy conservauon,

r

measures in existing small commercial buildings and |The Public Utility Regulatory Policies Act requires large multifamily dwellings. CACS will require energy
that certain accounting and rate making data be auditing, as well as other administrative responsibilities
submitted to the Federal Energy Regulatory Com- similar to RCS. A state olan for CACS wii. have to be !

mission annually. The Company made its initial filing developed by Texas anu New 51exico with input from ,

in response to these requirements on November 1,1980. the covered utilities. Company representatives will
in addition to the data required by the Public Utility present written and oral testimony at a CACS hearing ,

Regulatory Policies Act, the act requires state regulatory on the proposed rules early in 1981.

8
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The Energy Conservation and Production Act of 1976 The Company's future load growth is taken into
required implementation of the Building Energy and consideration by all its suppliers in planning their
Performance Standards (BEPSL These standards will future construction expenditures. The Company does
divide new commercial and residential buildings i no 19 not anticipate termination by any of these suppliers or
specific classifications and assign a Design Energy any difficulty in negotiating necessary renewals of the
Budget for each. A test period for BEPS will be in effect contracts. Any termination of service by those suppliers
until August 1981 with full implementation delayed regulated by the Federal Energy Regulatory Com-
until April 1,1983. Company representatises presented mission (El Paso Electric Company, Southwestern
testimony in 1980 to DOE concerning unfavorable Public Service Company, West Texas 1|tilities
features of BEPS. The building and the utility Company and Public Service Company of New $1exico)
industries will be greatly affected by the enforcement would require authorization by that Commission.
of BEPS. Terminations of service by Houston Lighting k Power

Company, Texas Electric Service Company or Texas
Sources of Energy Power L Light Company, would require authorization

The Con.pany purchased 98% of its electric by the Public l'tility Commission of Texas. By
accepting the Company as a customer, the suppliersrequirements. The remaining 2% was generated at its' hase committed themselves to continually supply

Lordsburg, New Slexico plant. Oil is the primary fuel
energy sufficient to satisfy the needs of the Company'sfor use in the Company s electric generating talant at
C" 5 [ #'5-Lordsburg. The Company has a contract with Standard

Oil Company of Texas for 3,000.000 gallons of oil The Company obtains its electric energy require.
annually which presently may be terminated by either ments from the following sources:
party on one year's notice.

Year of Percent of Principal
Contract Power Fuel

Sources Area sened expiraiion suppiied. source

Tens

Houuon Lighuac k Power Compans Tnas Gulf Coast 1991 W. Natural Gas

aubudian of Houunn Industries iOil 4tandbs i

inc orporatedi

Teus Ele < tnc 5en ue Compam Central and lW1 6 Natural Gas and Lucnne
.subudian of Tna, Unlities Compans i h est Teus .Od standbs i

Tnas Power k Light Compans . Northeau and 1991 17. Natural Gas and Lignue

nubudian of Teus l'tiltues Compam , Central Teus .Od Standbo

southwesterb Pubhc senice Compans Teus Panhandle IWO 2*. Natural Gas and Coal
Oil standhs i

Weu Tnas l'uhues Compam West Teus 19x9 3 *. Natural Gas

aubudian of Cmral and vouth Weu .Od standbu
Corporanon i

Tocal 100%

New sle% (O

El Paso Elei toc Compam south Central IN 16 Coal. Natural Ga,

New .\!euw and Od

Coal. Neural GasEl Paso E lectric Compam sout hw est IW7 "

New liesno and Oil

Paniic sen n e Compam of New Meuco . Southweu 2% W. Coal and Na: ural Gas
New Nfeuco Od scandbs,

Compam Generanon Lordsburg piano southweu 16 Od and Natural Gas
New \leuco

Imal hM

' f or 'w ehr rnont h perimi ending Du ember 3!.176
" Prm ides suppiernental power for f uture grow th
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Statements of Earnings
Three Years ended December 31, 1980

1980 1979 1978

OPERATING REVENUES: '

Electric (note 4) . 3214,305,260 5172.162.517 $141.679.698. . . . . . . .. .... . . ..... .... .

Gas (note 6). 2.064,968 _ 3.489.750 2.953.161. ..... . . .... .. ... . ... ... .....
,

!Total operating revenues . . . . . . . . . .. . . . . .. . . . . . . 216.370,228 175.652.267 144.632.859

OPERATING ENPENSES:
Power purchased for resale . 160,178,365 lb.359.600 99.960,995 ,.. .. .. .. .

Other operating and general expenses 21,612.358 19.157,661 16,731.038. .... .

.\laintenance . . . . 2,981,007 2.323.562 1,988.882...... . . ... ...... . .... ... .

Depreciation of utility plant . . . 6,068,634 5.605.198 5,146.437 -
.. . .. . ...

Income . taxes (note 5):
Current 907,991 827,146 1.754.893 ... . .................. .... .. ..... .

Deferred . . . . . . 1,933,493 1.286.661 1.105,684. ...... . .. . .... ... ...

Investment tax credit adjustments . . . . . . 1,845.241 1.245.198 1,742,614
.

.. .. .

Taxes, other . than on income . . . . . . . . . . . . . . 6.133.861 5.302.831 4.616.674 i....

Total operating expenses . . . . . . . . . . . . . . . . . . . . 201.660,950 164.107.857 133.047.217.

Net operating income . 14,709,278 11,544.410 11.585.642........ . ... . . . ,

OTHER INCO.\!E (ENPENSE), net of taxes (note 5) (18,151) 76.395 26.520.

Earnings before interest charges 14,691.127 11.622.805 11.612.13... .. . ... ...

INTEREST CHARGES: .

Interest on long. term debt 5,915,324 4.612.905 4.682,469.. . . .. . .. . ..

Other interest and amortization of debt discount,
premium and expense . . . . . . . . . .. . . 2,131,907 1 649.550 716.894.. . . ..... .

Allowance for borrowed funds used during
construction . . . (200.025) (66.827) (122.184)... ... .......... ... . ... .

,

Total interest charges . . . . . . . . . . 7.847,206 6.195.628 5.277.179.... ....

Net earnings 6,843,921 5.427,177 6.334.983. .. .... . . .. ...

DIVIDENDS ON PREFERRED STOCK . 825,391 859.899 868.376... .,

Earnings available for common stock . S 6.018.530 5 4.567.278 5 5.466.607. .. .

WEIGHTED AVERAGE NU.\!BER OF CO.\l.\lON
SHARES OUTSTANDING. 1.880,176 1.838.864 1.757.220 ;. ... ... ...

,

EARNINGS PER SHARE OF CO.\lMON STOCK . . s 3.20 5 2.48 5 3.11.

1

I r

i

I
,

I|

| .

;

I

|

See accompanying notes to financial statements.
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Statements of Changes in Financial Position
Three Years ended December 31, 1980

1980 1979 1978

FUNDS PROVIDED:
Net earnings S 6,843,921 5 5,427.177 5 6.334.983. . . . . . . .. .. .. .... ... .

Add (deduct) items not affecting working capital:
Depreciation . 6, % 8,634 5.605.198 5.146.437. . . .. ........ . ... ... .

Deferred income taxes . 1,742,127 1,275.844 ' 1,085.559. . . .... ... . .. ,

Investment tax credit adjustments . . . . 1,466,338 1.060.507 1,498.493. . .

Allowance for borrowed funds used
(200,025) (66.827) (122.184)during construction .. . . .. . .

Amortization of debt expense and other
deferred charges. 204.525 227.922 127.047.. . .. ... ... .

Working capital provided by operations . 16,125,520 13.529.821 14,070.335. ..... .

Increase in long. term notes gyable to banks . 12,000,000 - -. .

Sale of common stock . . . 3,554,614 - 3.999.000. .. ... .. .

Increase in shott. term notes payable to banks . . 8.500.000 5.000.000-.

Disposals cf utility plant assets 2.860,231 285.260 -.. . . . . .

Increase in customers' advances for constructior. . . . . . 100,584 - 568.814
Net decrease in working capital other than debt
due within one year . . . . . . . 1,568.744 - -. . ... . . . .

$36.209.693 522.315.081 523.578.149

FL'NDS USED:
Additions to utility plant net of capitalized

$20,643,189 S15.380.209 515.573.775depreciation and interest .. . . . . ..

Decrease in short. term notes payable to banks 9,500,000 - -
. .

4.316.963 3.958.360Dividends paid 4,388,803 ... . . . . . .

Decrease in long term debt . 706,000 852.000 1.780.000. . . .. . . .

Purchase of preferred stock . 453,150 153.885 151.500. . . . .

Costs associated with sale of common stock 169,697 - 101,118

Decrease in customers' advances for construction - 404.318 -. .

Other-net 348,854 624.274 509.989. ... . .. ..

Net increase in working capital other than debt
due within one year . . 583.432 1.503.407-. . . . . .

S36.209,693 522.315.081 $23.578.149

T!!E CliANCES IN WORKING CAPITAL other than
debt due within one year are summarized as follows:
Cash S 344,430 5 184,125 S 1.686.641. .. . . . . . .

Receinbles 2,008,991 1.007.025 2.980,5)I
. .. . . . .

im entories 291,109 277,867 103,674. . ..

Prepaid expenses. (10,243) (786) 83.021. . .

Accounts payable (3,537,823) (1.082,107) (2,023.281)
. . . . .

Act ned interest . 361,629 (285.060) (95.887). . ... .. .. .. . .

Accrued taxes . 0 091,265) 545.168 i917.671). . . .

Customers' deposits 23,626 (188.745) (133.593).. . . .

Other. current and accrued liabilities . . 40.802 125.945 (180.008)

Net increase (decrease) in working capital other than
debt due wnhin one year S(1 568.744) $ 383.432 S 1.503.407. . , ,

See accompanying notes to financial statements.
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!Balance Sheets
December 31,1980 and 1979

Assets 1980 1979

UTILITY PLANT. at original cost (note 2):
- Electric plant . $200,553,122 Sl81,746.035...... ,. . . . . . . . ... ... ..........

3,809.365Gas plant (note 6) . . . . . . . . . . . . .. . .... ... -

Construction work in progress 1,635,024 1,651.200. . . . .. . .

1,439 1.439Other . . ... . . . . . . . . . ... . .. . .. i

202,189,585 187.208.039 ,

Less accumulated depreciation . 43,977,723 40.910.526. ... . . .. .. . ,

Net utility plant . . 158.211,862 146.297.513. . . . . . . . .

i NONL*TILITY PROPERTY at cost 175,735 175.735... . . . .

CURRENT A5 SETS:
4,039,330 3.694.900Cash . . . ...... . . . . .. . . . . .

Receivables less allowar:ce for doub'ful accounts '
t

,

of 355.631 in each. tear 12,732,993 10.724.002. . . . . . .. . .

Inventories, at the lower of average cost or market. . .. . 4,293,536 4.002.427
Prepaid expenses. . . . 338.972 349.215. . . . . . . . .. . . .

;

'Total current assets . 21,404.831 18.770.544. . . . . . ...... ..

UNAMORTIZED DEBT EXPENSE. 419,616 447.805 ;. .. .

OTHER DEFERRED CHARGES. 1,100,995 931.589
,

. . . . .

!
$181.313.039 S166.623.186

Capitalization and Liabilities
CAPITALIZATION:
Common stock equity:
Common stock $10 par value per share. Authorized e

3.000,000 shares; issued 2.065.135 shares. ' $ 20,651,350 $ 18,388,640 '
. . ....

Capital in excess of par value 8,828,269 7,509.515. . . .. ..

Retained earnings (note 3) 20,970.017 18.684.595. . ...

Total common stock equity 50.449.636 44.582.750. . . . .

Redeemable cumulative preferred stocks (note 3). . 11,000,000 11.480.000 ;. .

Long term debt. net of amount due within
,

one lear (note 2) . 70,521.837 59.657.950
"

. . . . . . . . . .

Total capitalization 131,971.473 115.720.700 ;
, . . . . ...

I CURRENT LIABILITIES:
Long. term debt due within one year . .. . 830.000 403.000
Notes payable to banks-unsecured (note 2). . . 6,000,000 15,500.000

Accounts payable 15,401.216 11.s63.393. . . .

Accrued imerest . . . 1,214,573 1.576.602. . .

Accrued taxes . . 1,842.929 751.664. . . .. . ,

Customers' deposits _ 1,438,952 1.46?,578. . . . . ...

Other current and accrued liabilities . 128,798 169.600 .
. ... .

'

Total current liabilities 26,856.868 31.726.637. .

CU5TOMERS' ADVANCES FOR CONSTRUCTION. 1,232,909 1.132.324

ACCUMULATED DEFERRED TAXES ON INCOME. 13,098,063 11,355.937 i

ACCUM'fLATED DEFERRED INVESTMENT
TAX CREDITS 8.153,726 6.687.388. . , .

$181.313.0s9 3166.623.186
,

See accompanying notes to financial statements.
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Statements of Common Stock Equity and Redeemable ;

Cumulative Preferred Stocks
Three Yean ended December 31. 1980 ;

Common Stock Equity Redeemable
Capital in cumulative

Common stock excess of Retained preferred

Shares Amount par value earnings Total stocks ;

YE5R ENDED DECE5tBER St.1978:
Balance, December 31, 1977 l.638.864 $16,388,640 $5.515,900 $15.298,876 $37,203,416 511,840,000 |......

Net earnings for the year - - - 6.334.983 6.334.983 - !
. . ..

Dividends on preferred stocks . . . - - - (868.376) (868,376) -

Dividends on common stock- .

51.775 per share - - - (3,0M,984) (3,089.984) -
.. . . .

Sale of common stock 200,000 2.000.000 1,939.000 - 3,939,000 -
.. .

Costs associated with sale of ,

common stock . . . . - - - (101.118) (101,118) -

|, , . . .

Purchase and retirement of pteierred
~i

stocks-1,200 shares 4.65% Series B
28.500 28.500 (180.000)and 600 shares 4.75% Series C . , - - -

,

Balance. December 31. 1978 1,838.864 518.388,640 57,483.100 $17.574,381 $13,446.421 511,660.000.. .

:

YEAR ENDED DECENIBER 31,1979:
Net earnings for the year - - - 5,427,177 5,427.177 -

.. .

Dividends on preferred 5tocks . - - - (859,899) (859.899) .J-

.

Dividends on common stock- '

- - t 3.157.064) (3,457,064) -$1.88 per share . .. .

Purchase and retirement of preferred ,

stocks-l.200 shares 4.65". Series B
26.115 - 26.115 (180.000) !

and 600 shares 4.75% Series C. - -

'

Balance. December 31. 1979 .. 1,838.864 518.388.640 57,509.515 518.681,595 $44.582.750 $11.480,000

YEAR ENDED DECENIBER 31, 1980: a

Net earnins;5 for the 3 ear - - - 6.813,921 6.843.921 -
..

(825.391) (825.391) -Dividends on preferred stocks - - -
. .

Dividends on common stock- {

S1.88 per share - - - 13.563.411) (3,563,411) - |. .

3.554.614 -Sale of common stock 226.271 2.262.710 1,291,904 -
. . . .

Costs associated with sale of !

(169.697) (169,697) -common stock . - - -
. . .

Purchase and retitement of preferred ,

stocks-1,000 shares 1.65% Series B,
600 shares 4.75% Series C,1.200 shares J

l1% Series D. 600 shares 11% Series E ]
26.850 - 26.850 i480.000) !and 1.200 shares 11% Series F - -.

Balance, December 31, 1980 .. , 2.065.135 S20.651.350 SM28.269 520.970.017 S50.149.636 511.000.000 )
.i

i
I

I
see accompaming notes to financial statements. J
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Notes to Financial Statements :

;

1

i(1) Surnrnary of Significant information system project costs will be similarly
Accounting Policies amonized over three to five years subsequent to

completion of the project in' 1981.
Utility Plant

Revenues '

The cost of additions to utility plant and replacement of
retired units of property are capitalized. Cost includes Revenues are recognized on the basis of meter readin.gs

' labor, materials and similar items and indirect charges which are made on a monthly cycle. The Company does ;

' for such items as engineering, supervision and n t accrue revenues for power sold but not billed at the

transportation. Property repairs and replacement of end of an accounting period. -

minor items of property are included in maintenance Power Purchased j
'expense. The Company records power purchased on the basis of

.

The cost of depreciable units of plant retired or disposed billings from suppliers; no accrual is made for power ;

of in the normal course of business is eliminated from delivered to the Company between the dates of such i

utility plant accounts and such cost plus removal billings and the end of an accounting penod. |

expenses less salvage. is charged to accumulated Allowance for Funds Used ;

depreciation. When complete operating units are During Construction l
disposed of, appropriate adjustments are made to i
accumulated depreciation, and the resulting gains or The applicable regulatory uniform system of ciecounts '

losses, if 'any, are recognized. defines allowance for funds used during construction as '

. . including the net cost during the period of construction
,

DePreciatton of borrowed funds used for construction purposes and a |
Depreciation is 'provided on a straight-lii.: .; asis over reasonable rate on other funds when so used. in that

'

~

t r estimated service lives of the properties. Deprecia- connection the Company used an accrual rate of
in of utility plant, other than transportation approximately 9% in 1980, and 7.5% in 1979 and 1978 for

< uipment, is charged to earnings. Depreciation of borrowed funds used during construction.
!_

e ansportation equi; ment is charged to earnings and '

rotny accounts it accordance with the equipment's Income Taxes !

" The Company ar. counts for certain income and expense i

del reciation as a pc centage of average depreciable cost items differently for financial reporting purposes than .

i 3.31% 3.29% ;nd 3.26% in 1980,1979 and 1978, for income tax purposes. Provisions for deferred income [a

Ssj +ctively. taxes are being made to the extent required by j

Urmnortized Debt : Expense, regulatory authority (note 5). j
Di Nunt and Premium on Dtbt Amounts equal to the reduction in income taxes arising ;

Ex,4nses incurred in connection with the issuance of from investment tax credits are charged to earnings and

presently outstanding first mortgage bonds and concurrently credited to accumulated deferred imest-
,

ment tax credits. The Company is amortizing thediscount and premium relating to such debt are being ,

amortized on a straiglit line basis over the lives of the accumulated deferred in estment tax credits to earnings i

ver the estimated service lives of the related. assets. jrespectise issues.

Other Deferred Charges Employee Benefit Plans ,

Othes deferred charges _ include costs incurred in The Company has in effect a contributory trusteed ,

connection with completed rate filings, costs associated - retirement plan available to employees 25 years of age .

with a maintenance and inspection contract at the and oser and having one 3 ear of service. The total
7

Company's Lordsburg, New Mexico generating pensi n expense for 1980, 1979 and 1978. was [
$1,008.000, $827,000 and $678,000. respectisely, w hichfacilities, and costs of a project to develop and

implement significantly improved data processing ncludes amortization of prior service cost principally ;

capabilities and information sistems for management ver a penod of fony years. ;

and rate filing purposes. The costs related to the The Company makes annual contributions to the abose ,

completed rate filings are being amortized our twelve to plan equal to the amounts accrued for pension expense. ,

eighteen months by the straight line method. The A comparison of accumulated plan benefits and plan [

14 i
t
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Inet assets at the latest actuarial valuation date is standing: net earnings are reduced for preferred

presented below: dividend requirements.

January 1,
1980 1979 1

Actuarial present value of (2) Long-term Debt and Notes
accumulated plan benefits: Payable to Banka

Vested . S12,206.482 510.480.704 Longserm debt outstanding is as follows:. ..

Nom ested 516,390 408.632. .

$12.722.872 510.889.336
First mortgage bonds:
Series C. 4.075% due 1982. S 389,000 5 389.000

Net assets available for Series D. 3.45% due 1984 2,154,000 2,250.000
benefits, at market salue $12.053.141 S 9.721.531 Series G, 4.70% due 1993 , 10,904.000 11,034,000

Series H,4.95% due 1995 4,300,000 4,328,000
T.ne assumed rate of return used m. determining the

Series I. 6.075% due 1996 . 4.250,000 4,327.000
actuarial present value of accumulated plan benefits was

Series J. 9.00% due 1999. . 8,936,000 9.091,000
6.5% for both 1980 and 1979. Series K, 8.50% due 2001. . 7.351,000 7,351.000 *

The Company has a soluntary thrift plan whereby the Series L.10.50% due 2000. . 11,400,000. 11,520.000
Company contributes to a trustee amounts equal to Series 31,8.70% due 2006 9.650.000 9.750.000
certain percentages of amounts contributed by 59,334,000 60.040,000
employees. Emplo>ees hase the option of imesting their l'namortized premium on
contributions and related contributions of the Company debt-net of discount 17,837 20.950

'

.

in either certain gosernment securities or the Less long term debt due
Company's common stock. Company contributions t within one sear (830,000) (403,000i.

the thrift plan amounted to approximately $ 137.000. Notes pa>abl'e to banks-
$379.000 and $334,000 during 1980,1979 and 1978. tmsecured 12.000.000 -. .

respectisely. Thrift plan assets included 404,729 and
326.776 shares of the Company's common stock at Total long term debt, net

I m unt due withinDecember 31,1950 and 1979, respectiselv.'

one year . 570.521,837 559.657.950. .. ,

Additionally, the Company has an Emplo3ee Stock
Ownership Plan (ESOP) which prosides that the Substantially all of the Company's utility plant is
Company may contribute to a Trust an amount not subject to the lien of the first mortgage bonds.
exceeding 1% of qualified capital asset additions during The abose long term notes payable to banks mature on
eg calendar year through 1983. An extra f, . is N! arch 31.1985, but ma> be prepaid in full at any time
similarly asailable each year through 1983 if there are without penalty. Interest on the notes is payable
contributions by emplosees to the ESOP matching the quarterly at rates equal to prime rate for 3 ears one and
#.. Such contributions are being used to purchase two. prime rate plus 1 4 of 1% for year three and prime
c mm n st ck : the Company, which is to be held in rate plus 1- 2 of 1% for seats four and fise. Among other
Trust for the benefit of the Compan3's emplo3ees. The '

& nws pmtido for the maintenance of certain ,

Compan3 receises a deduction for Federal mcome tax
liabihts to net wortn ratios.purposes equal to the total amount contributed to the

Trust. Contributions made or accrued by the Company Long term debt maturities and sinking fund re-
were approximatelv $258.000 m 19s0 and 5244.000 in quirements for the four years following 1981 are as
both 1979 and 1978. The ESOP assets included 53.375 follows:
and 33,194 shares of the Company's common stock at December 31.
December 31.1980 and 1979 respectisely. 1982 5 550.000 ,

Earnings Per Share 1983 630.000 i

1984 2.784.000
Earnings per share of common stock are bascd uport the '

1985 12.630.000
weighted aserage number of common shares out-
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Unsecured short-term notes payable to banks totaled in the esent of voluntary liquidation of the Company,
$6.000,000 and $15.500.000 at December 31.1980 and holders of the preferred stocks base a preference to the
1979, respectively. Such notes were issued under loan extent of amounts payable on redemption, and in the
commitments from banks which increase to $21,000.000 esent of involuntary liquidation, to the extent of par
effectise April 1,1981 and expire on Starch 31, 1982. plus accrued dividends.
Under the terms of the loan commitments. interest at
the prime lending rate as it fluctuates on outstanding
notes payable and a fee of 14 of 1% per annum of the
aserage unused commitments are payable quarterly,
with no compensating bank balance requirements. (4) Information About Major Customers

Electric operating res enues in the accompanying
statements of earnings include revenues totaling
approxtmately $25.613.000 S22,748.000 and $15,346.000
in 1980. 1979 and 1978. respectisely, from various

(3) Redeemable Cumulative Preferred Stocks industrial and commercial customers which are under
.

Redeemable cumulatise preferred stocks (authorized the common control of one entity, Such customers are
200.000 shares at $100 par value per shre) issued and principally located in the Company's southeast division
outstanding at December 31.1980 and 1979, with related and receise service from various delisery points of
redemption prices (at the Companv's option), are power.
as follows:

Redempoon shares Total
series price outstanding par salue

1980 1979 1980 1979 1980 1979

8 4.6% 5100.00 5100.00 40.800 42.000 5 4.080.000 5 4.200.000 (5) Income Taxesc 4 is 100.00 101.1s 22.200 22.300 2.220.m0 2.280m00

D 11.00 108.38 10x 90 18.800 20.m0 1.880.000 2.o00 000 Income taxes as set forth in the statements of earnings '

E 11.00 108.38 108 90 9.800 10.000 940.000 1.000.000 g g , $ E '

f 1100 103.38 108 90 18,800 20 000 1.M80,000 ?>*0 000

110.000 114 *00 s11.000.000 51 1. 4 =0.000 1980 1979 1978

Chstged to operaung expenses:
On October 1 of each year, the C,ompany is required to Currene
offer to purchase from the holders of shares in Series B Federal. 5 855.693 5 7x6.338 51.99.033

and Series C, at a price not exceeding $100 per share state . 52.298 40 Mod m <w

plus accrued dividends, a number of shares equal to 2% 407,93 <27 i M 13 >4 de

of the maximum number of shares of each series Deferred Federal income taxes . I.933.493 I ?e61 Lins ui >

outstanding at any one time prior to August 15 of such
inscumem tas credit adjustmems:

year. In addition, the Company is required to redeem, at
a pr.ce of $100 per share plus ascrued disidends,1.200 ^ **"[ ']"['['*d sI" "' 2,090m, um te
shares each of deries D and F and 600 shares of Series E Amornunon of accumulated
on Starch 15. 1981 and on each .\! arch 15 thereaf ter deferred miestment cas

i u e;2%through Starch 1,1996. The requirement to redeem tredus . (24s.lwa 202E4) 4

such shares is cumulatise and will total 5300.000 on an
1.845,241 12ruu I 7esia

annual basis.
Charged tcredned) to otter income < 38A 95% 100 442 59 M

Charter provisions relating to the preferred stocks and Tual income taxes . 54.297372 5s 4u 44: 5424 wo
the indentures under which the bonds are issued cantain
restrictions as to the payment of cash dividends on Total income tax expense for 1980,1979 and 1978 is less
common stock. At December 31, 1980, the amount of than the amount computed by applying the statutory
restricted retained earnings was approximately Federal irwome tax rates of 46% in 1980 and 1979 and
$6.938.000.
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48% in ' 978 to income before taxes. The reasons lo' r the' 1980 1979 19781

differences are as follows: accelerated deprecianon . si,327,742 sl.iT6.9ns s suis 32
Deferred tharges and other cous

1980 1979 1978
expensed for tax purpo$rs. 627.700 98.876 176.791

income tax expense at statutory Other . C l .9-19) 10.917 31 040
rate . 55.101.122 St.091.9M M.278.743 9W9'l s'd WOW,

Flow through of income tax
benefits as allowed bv regulatory
authorttv relating ta
Addaional deprectauon for (6) SaIC Of Gav Properties

re$t and
The Company's gas distribution systems in' Brecken-'I d h '' 5'

11 ertain emplovee ridge and Graham. Texas were sold to Brazos Riser Gasbenefits capualized as con.
urucuan cou for book pur. Company on July 1, 1980. These two systems
poses and deduc~d for tax contributed . l.3% of the Company's total operating
purpwes (373,450) (275.M M (276.e 4 resenues for the twehe months ended June 30. 1980.

Amortuation of accumulated The Compan)'s one remaining gas distribution system
deferred meument tax credus . ( 6 12 > r .63 . n Kermit. Texas (which contributed only 0.4% of the

Com pa n> 's total operating revenues for the twelve$4 297,772 5t4M447 54 mi2 4no
months ended August 31, 1980) was sold to West Texas
Gas. Inc. ef fective September 1,1980. Earnings beforeE.rferme tax rate 38.8 . w 0% 42.4%
interest charges from these gas systems and losses

The provisions for deferred income taxes for 1980.1979 incurred on the dispositions thereof were insignificant
and 1978 result from the following timing differences: to 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 of earnings common stock equity and redeemable cumulative preferred stocks, and

'

changes in financial ;x>sition for each of the years in the three year period ended December 31,1980. Our
examinations were made in accordance with generall> 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
Sersice Company at December 31,1980 and 1979 and the results of its operations and changes in its financial
position for each of the years in the three year period ended December 31, 1990, in conformity with genatally
accepted accounting principles applied on a consistent basis.

PEAT, NIARWICK, N!!TCHELL k CO.

Januarv 30. 1981
l' ort Worth. Texas
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Selected Quarterly Financial. Data (Unaudited)
'

1

IThe following selected quarterly financial data is unauditect, but in the opinion of the Company's management all
adjustments (none of which were other than normal recurring accruals) necessary for a fair presentation of such

. data have been included-
|

1980 5tarch 31 June 30 Sept. 30 Dec. 31

Total operating revenues. S46.323.103 $49.686.641 567.757.002 552.603.482. ... ....

Net operating income . . . 2.415.780 0.540.867 7,123.823 2.628.806 3. . .. .. . .

Net earnings . . 54f.678 446.486 5.262.978 ' 585.780 ^

.. . . ..

Earnings available for common stock . 335.278 211.336 5.057.828 384.089..

- Weighted aserage number of common
shares outstanding . 'l.838.864 1.838.864 1,842.464 1,999.652

. , ....

Earnings per share of common stock . S .18 - S .13 5 2.75 5 .19

1979 Starch 31 June 30 Sept. 3n ' Dec. 31 .

Total operating resenues. . 540.382.841- $41,103.109 552.033.802 $42,132.515

Net operating income . 2.629.161 2.297.283 4.697.850 1.920.116 *
. ... .. ,

Net earnings 1,212.717 790.566 3,139.618 284 276 -.. . ,. . .

Earnings available for common stock. . . 997.210 575.059 2.924.111 70.899. ,

Weighted aserage number of common
shares outstanding . 1.838.861 1.838.864 1.838.864 1.838.864. . .

Earnings per share of common stock . S .54 ' S .31 S 1.59 S .04
,

Respective Quarters of 1980 and 1979 Compared

The decreases in net earnings for the quarters ended alarch 31 and June 30 are principally due to 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
Companyi New .31exico Division in April 1980. and increased rates placed into effect in three of the Company's six
operating divisions in Texas in July 19S0. The inciease in net earnings for the quarter ended December 31 is ,

primarily due to increased rates.

..

,

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

.

This discussion presents management's analysis of 1980 '1979 1978 ,

significant aspects of current operatons and financial ( Percent- Increase ;
*Oser Prior Year)position and trends which are important to an
'understanding of the Company's operations and increased recosery of fuel and

financial condition for the years ended December $1. purchased power costs . . . . 9.7'i 12.6% - 9.6%
.1980,1979 and 1978. Increased base- rates . 8.0 3.5 3.7 <. .

Increased customer usage :

RESULTS OF OPERATIONS and other 6.8 5.4 5.2. .

Operating Revenues Total 2ts% 2L5% 18 A. . ,

Electric operating revenues increased significantly in
each of the years ended December 31,1980.1979 and For information relating to kilowatt. hour sales by
1978 compared with the immediately preceding year as a customer classification, increases in number of

result of the following principal factors: customers and other relevant facts, 'please refer to

18
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Selected Annual Financial Data

1980 1979 1978 1977 1976

Total operating res enues , . . $216.370,228 5175.652.267 51Il.632.859 5121.678.369 5 97.977.668
.

Net operating income . . $ 14,709,278 5 11.544.410 5 11.585.642 5 10.114.111 5 9.774.446... .

Net earnings S 6,843,921 5 5.427,177 5 6.334.983 5 5.450.358 5 3.073.080. . . . . .. ..

Earnings asailable for common
s toi k . . . .S 6,018,530 5 4.567.278 5 . 5.466.607 5 4.573.552 5 4.187.238

. . . . . .

Weighted aserage number of common
shares outstanding 1,880,176 1.838.864 1.757.220 1.638.864 1.527.494

. .

Per share of common stock:
Earnings S 3.20 5 2.48 5 ill 5 2.79 5 2.74

.. . .

Cash disidends declared . 3 1.88 5 1.88 5 1.775 5 1.65 5 1.62
.

Book value . S 24.43 5 24.21 5 23.63 5 22.70 .'s . 21.52
. ,

Total assets . 5181,313,039 5166.623.166 5153.205.276 5139.422.150 5132.033,174
. . ... . .

CAPITALI7.ATION:
Common equity 5 50,449,636. 5 44.582.750 5 13.416.421 5 37.203.416 5 35.269.790

. .

Redeemable cumulatise preferred
stocks I1,000.000 11.480.000 11.660.000 11,810.000 12.020.000

. .. . . ..

Long. term debt, net of amount
due within one year 70,521.837 59.657.950 60.333.201 61.016.386 62.780.028

Total capitalization $131,971,473 5115.720.700 5115.159.622 5110.059.802 5110.069.818
.

CAPITALIZATION RATIOS:
Common equit) 38.2". 38.5". . 37.6"o 33.8"o 32.0"o

. .. .

Redeemable cumularise preferred
stocks 8.3 - 9.9 10.1 10.8 10.9

. . .

Long term debt. net of amount
.

due within one sear 53.5 31.6 32.3 35.4 57.1

Total (apitalization 100.0". 100.0"o 100.0". 100.0"o 100.0".
.

LONG.TER.\1 DEBT due within one
scar and 3hoit. term notes 'pa3able
to banks S 6,830,000 5 15.903.000 5 7.563.000 5 3.683 000 5 510.000

.
.. .

.
.

.

Operating Statistics. Also. please refer to supplementary recovery of increases in fuel and purchased power
Informanon Ruarding inflation and Changing Prices costs. Requests for rate increases will be filed as
where certain information about the effects of changing necessary to provide a return sufficient to maintain the ,

prices is prosided. Company's financial integrity and ptoside a reasonable |
return n a ckholder's equity without being tmduly !

The Company implernented new rates in all burdensome on customers. (Please refer to Rates and
operating disisions during various quarters of 1980. Regulation for 1980 rate activity.) The CompanyThese new rates contributed significantl> to increased npects weather conditions to normalize, apparentrnenues in 1980. The unusually hot weather during the ,

~ cun mer conservanon to continue and that customer 1

summer of 1980 also contributed to increased operating
usage should approximate the 1979 lesel adjusted for a

res enues. customer growth factor. Customer growth historically
The Compan) expects future electric operating has aseraged 3.5". annually beginning in 1976.

resenues to continue to increase. The Companv's fuel
Jurmg 1980, the Company sold its gas distribution

.

and purcha>ed power adjustment clauses provide

19 j
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systems in Breckenridge, Graham and Kermit. Texas. principally from increases in usage and base rates which |
IThe reduction in operating resenues as a result of these more than offset increases in operating exnenses and

sales is insignificant to total operating revenues. interest charges. The decrease in 1979 resulted from
reduced kilowatt hour sales per customer in the
residential classification due to mild summer weather,

Operating Expenses and apparent conservation, increased operating j
Power purchased for resale continues to be the expenses and increased interest charges.

Company's most significant operating expense. The Seseral factors will influence net earnings in 1981.
principal reasons for increases in power purchased for The more significant factors are discussed under
resale are higher cost per unit from suppliers and Operating Resenues, Operating Expenses and Interest
increased units purchased. While the former reason is Chargcs. In summary, management expects that net
not directly controlled by the Company, cost to the earnings will increase in 1981, primarily as the resuh of
Company is subject to regulatory authority os er

,

the total annual effect of higher base rates implemented
wholesale rates charged by various suppliers. The during sarious quarters of 1980.
Company has and will continue to intersene in such
rate cases for the purpose of assuring a fair and
equitable cost to the Company's catomers. .NIanage. FINANCIAL CONDITION
ment does, howeser, expect this expense to increase for During the three years ended December 31,1980.the
many of the same economic reasons affecting the utility Company has generated internally (after payment of
industry and the Company as discussed below. cash dividenas on outstanding common and preferred

Other operating and general expenses and main- stock) 54% to 58% of its major capital needs consisting of
tenance expenses increased in each of the past three construction of utility plant assets and debt and
years. Inflation has become a significant factor m the preferred stock sinking fund requirements. The
economy and the industry Inflation has specifically remainder has been financed externally by the issuance
affected the Company primarily through increases in of debt and common stock.
cost of fuel used by the Company in generation of The Company's 1981 construction program and debt
electricity and increases in salaries and employee and preferred stock sinking fund requirements will total
benefits. Additionally, customer growth has required in excess of $27,000.000. The Company expects that
increased expenses associated with the Com pany's approximatel> 57% of such capital requirements will he
distnbution system and customer support acuuues. generated internally after the payment of cash disidends

The Company expects operating expenses to c,n common and preferred stock. The remainder will be
continue to increase as long as inflation is a significant financed externally by the issuance of shon term debt
factor in the economy. Also, customer growth will under existing loan commitments from banks. (See Note
require expansion of facilities and increases in 2 to the Company's Financial Statements.) Such short-
operating expenses. Further, the Company ex pects term debt will be subsequently refinanced by issuance of
operating expenses to continue to increase as a result of first mortgage bonds and or common or preferred stock.
provisions in the National Fnergy Conservation Policy Charter prosisions relating to the preferred stock,
Act which requires a technically trained staff to respond and the indentures under which Company bonds are
to its requirements. .\lanagement will, through careful issued contain certain earnings tests which must be met
budgeting and monitoring procedures, control these before additional bonds or preferred stocks may be
costs to the maximum extent pos sible. issued. I'nder such tests, the Compans could base

issued at December 31,1980, approximately S24,000.000

Interest Charges Principal amount of additional bonds and 55.000,000 of
additional preferred stocks assuming an interest and

The increase in interest charges during the three 3 ears preferred dividend ute of 13%.
cosered by this annual report are due primarily to
increases in total outstanding debt and higher interest The Company has maintained a capital structure of
rates on certain debt that, b) its terms, vary with 51.6% to 33.5% debt, 37.6% to 38.5% equitt and the
changes in local prime interest rates. Therefore to the balance in preferred stock during the past three 3 ears.

extent of changes in prime interest rates and total (For exact capital structure ratios, please refer to
outstanding debt, future interest charges will fluctuate. Selected Annual Financial Data.) The Company's goal

is to achiese a consersatise structure for the future with
. a debt, equity and preferred stock ratio of 50%. 40% and

Net Earnings 10%, respectiiely. Due to unsettled market conditions.
Net earnings increased in 1980 and 1978 oser the management is unable to estimate a reasonable time

prior year. The increase in these years resulted frame for accomplishing this goal.

20
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Selected Ele,ctric Operating Statistics
.

L

1980 1979 1978 1977 1976 r

OlCRATING REVENUES-
thousands of dollars:
Residential . . . . . . . . . . S 73.931 5 58.035 5 51.895. S 44.621 S 36.236... .

Corn mercial . . . . . . . . . . . . . . 49,929 41,066 36.464 31.075 25.762 |.

Industrial . 84,922 69.080 49.729 10.920 31.898... ..... . . . . ..

Other . . 5.523 3.982 .3.592 2.915 2.184.... .. ....

Total S 214.305 5 172.163 5 '141.680 S 119.531 s- 96.080. ... . ... . . . .

SALES thousand kilowatt hours:
Residennal 1,489,599 1.351.339 1.356.935 1.257.956 1.128.280, .. ,, ..

1,006,234 938.737 923.433 873,454 805.393Commercial . .. .. ... .

Industrial . . . a 407,207 2,300,488 2.007.838 1.941,499 1.815.797

Othet 119,720 111.909- 111.903 108.034 98.718
. .. ... . .. . ,

. . . . _ 5,022.760 4.702.473 4.400.109 4.180.943 3.818.188Total (a)

Nt3113ER OF CUSTO.\lER5 (end
of period):

Residential 139,164 131.696 129.783 124.834 120.531 .i..... . .. .. .

Commercial 23,463 22.439 21.816 21.174 20.930. ... . . ,, ,

Industrial . . . . 195 178 173 160 158-. .. . ... .. ..

Other 201 201 191 191 191. . . . .

Total . 163,023 157.514 151.963 146.359 111.810.... .. ... ....

Aserage annual use per residential ,

'

customer-KWII 10.842 10.177 10.627 10.230 9.512 |. .. . .. .

Aserage annual resenue per iesidemial
customer-dollars . . . . 538 137 106 363 305.. . , ,

Aserage resenue per KWH sold-
.

3.82 3.55 3.21
;

t esidemial-cents . 4.96 4.30. . .

Aserage iestnue per KWH sold-
total sales-cents . 4.24 3.65 3 21 2.86 2.49... ..

Somte-net generated and punhased-
ihousand kilowatt hours:
Generated 128,458 99.635 103.612 155.893 152.162...

Purchased 5.198,270 4.884.717 4.548.620 4.268.776 3.955.986.. ...

Toi.d (a) . . 5.326.728 4.984.552 4.652.232 4.421.669 4.108.I48. .

Aserage cost per KWH generated and .

purchased-(ents .
__

3.10 2.64 2.21 1.95 1.60.

Net book salue of phnical properts . $_tr8,211.862 5143.735.197 $131.230.170 S123.695.33; Si l 3.275.678
Eletric line-total pole miles 8.700 8.521 M.330 8.174 8.031

Estimated population sened at retail 473,000 465.000 447.000 431.000 422.000

Total emplos ees 885 861 800 747 716
,

f at Differerne between total source and '

iotal sales represents Compans use and
line lowes.

!

,
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Supplementaryinformation Regarding .

Infiration and Changing Prices |
- The following information is supplied in accordance specific prices of utility plant from the date such assets

with the requirements of Financial Accounting were acquired to the present, and differ from constant e

Standards Board Statement No. 33, Financial Reporting dollar amounts to the extent that specific prices base |

and Changing Prices, for the. purpose of providing increased more or less rapidly than prices in general.
'

certain information about the effects of changing prices. The current cost of utility plant represents the :

It should.be viewed as an estimate of the approximate estimated cost of replacing such assets and was ['

effect of inflation. rather than as a precise measure. determined by indexing the suniving plant principally :

Constant dollar amounts represent historical costs by the Handy Whitman Index of Public Utility i
,

stated in terms of dollars of equal purchasing power. as Construction Costs. The current year's provision for
measured by the Consumer Price Index for All Urban depreciation on the constant dollar and current cost- i

Consumers. Current cost amounts reflect the changes in amounts 'of plant .was determined by applying the |
l
t,

Statement of Earnings Adjusted for Changing Prices ['

For the Year Ended' December 31, 1980
Conventional Constant Dollar Current Cost

llistorical Aserage Aseragt- .

I
Cost 1980 Dollars 1980 Dollars

5216.370.228 5216.370.228 5216.370.228 |TOTAL OPERATING REVENUES . , . . . . . . . .

OPERATING EXPENSES: '!.
Power purchased for resale . . . . 160.178.365 160,178.365 160.178.365. . ............... '

Other operating and general expenses 21.612.358 21.612.358 21,612,358
... . . . .

.\taintenance . . . . . . .
'

2.981.007 2.981,007 2.981.007 ,

. . . . . .. . . ., . .

Depreciation of utility plant 6.068.634 12.256.528 13.616.274 ;
. . . . . . . . .

4.686,725 9,686.725 4.686.725 :
Income taxes . . . . . . . . . . . . . . . . . . .

Taxes, other than on income 6.133.861 6.133.861' 6.133.861
. .. . . . .

I
Total oper?. ting expenses . . . . . 201.660.950 207.848.844 209.208.590

. .

14.709.278 8.521.384 7.161.638 ;
Net operating income . . . . . . . . .

OTHER (EXPENSE). net of taxes . . . . i18.151) ( 18.15! ) 418.151) f
. . . . ;

Earnings before interest charges .. 14.691,127 8.503.233 7,143.487 |. .

7.847.206 7.847.206 7.847.LO6 [INTEREST CHARGES . . . . . . .

Net earnings (loss;-excluding reduction to net
recoserable cost . S 6.843.921 5 656.027(a) $ 1703.719)

. . . . . . . . .

Increase in specific prices (current cost) of net utility ;
5 26.396.704

-

plant held during the year Jb) . . . . . . .

S t i l.668.8 % < 23.721.502)Reduction to net recoverable cost . . . . .

(12.984.315; '

Effect of increase in general price lesel . . .

i,

Excess of increase in general price level oser increase in
specific prices after reduction to net recoserable cost (!0.309.113)

Gain from decline in purchasing power of net ,

11.772.762 11.772.762 ,

amounts owed . . . .... . . . . . . . . .

$ 103.903 $ 1.163.649
Net . . . . . . . . , . . . . .

tai including the reduction to net recoserable cost, the loss from continuing operations on a constant dollar basis
would hase been 511.012.832 for 1960. '

ib) At Pecember 31,1990, current costs of utility plant, net of accumulated depteci uion, was $355.319.727, while
i

historical cost or net cost recoverable through depreciation was $!58.211.562.
.-
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Company's composite depreciation rate to the respective To reflect properly the economics of rate regulation
aserage constant dollai and current cost plant amounts. in the following Statement of Earnings Adjusted for

As prescribed in Statement 33 income taxes were not Changing Prices, the reduction of net plant should be
ffset by the gain from the decline in purchasing poweradjusted. In rate filings with the regulatory com.

' f net amounts owed. During a period of inflation.missions to which the Company is subject, only the
historical cost of utility plant has been recmerable in holders of monetary assets suffer a loss of general'

revenues as depreciation. Therefore, the excess of the purchasing power while holders of monetary liabilities

cost of utility plant stated in terms of constant dollars or experience a gain. The gain from the decline in
current cost oser the historical cost of utility plant is not purchasing power of net amounts owed is primati!y

attributable to the substantial amount of debt which haspresently recmerable in rates as depreciation and is
reflected as a reduction to net recmerable cost. While been used to finance the Company's utili:y plant. Since

the rate making process gives no recognition to the the depreciation on this utility plant is limited to the
current cost of replacing the Company's utility plant. recmery of historical costs. the Company does not haye

e PPpmtunity to realize a holding gain on debt and isl@armted to recmery only of the embedded cost of debt
'

based on past practices, the Company belieses it will be
allowed to earn on the increased cost of its net ;

C"P" I-investment when replacement of facilities actually
occurs. .

.

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

(in Average 1980 Dollars) ;

Years Ended December 31
1980 1979 1978 1977 1976 i

HISTORICAL COST INFOR.\lATION
*

adjusted for general inflation
Total operating resenues . . 5216,370.228 5199.406.529 5182.678.555 5165.455.766 5141.823.393. .....

Net earnings-excluding reduction to
net recm erable cost . . 656.027 578.670 |. . . .

Net earnings per share of common stock-
excluding reduction to net recm erable
cost.. .35 .32

. ... . . . .

Nei assets at sear end at net recmerable
cost 48,184.869 17.860.056. .

Ct'RRENT C05T INFORNIATION
Net < loss)-excluding reduction to net
recoserable cost . . (703,719) (1.371.769). . , . ..

Net (loss) per share of common stock-
excluding reduction to net recoserable
cost (.37) (.75). . . ..

'

Excess of increase in general price 1e' el
mer increase in specific prices after
reduction to net recoserable cost 10,309.113 12.590.777.

Net assets at sear end at net recos erable
cost 48.184,869 47.860.056.

GENERAL INFORSIATION
Gain from decline in purchasing power i

of net amounts owed 11.772.762 12.921.301. .

Cash disidends declared per common
shate . 51.88 52.13 62.21 52.25 52.35

.

Alarket price per common share at
vear.end . 514.92 517.31 523.11 527.19 527.08 *

. .

Aserage (onsumer price index . 246.8 217.4 195.1 181.5 170.5
,
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""~l I COSIPANY OFFICERS 4
.a .

'

1 R.D. WOOFTER (1950)
.

.4{ 1 j Chairman. President & Chief Executise Officer
fD.R. BARNARD (1961),

BOARD l ; Vice President & Treamrer
'

- St.C. DAVIE (19641OF a

Vice Presidet t-Public Affairs
DIRECTORS

J.R. DEAN (1938)
Vice President-Division Afanager

.
, ,

'
2 W.D. NUCKOLS (1937) ,

R.D. Woofter (6) i Vice President k Chief Engineer
Chairman. President k Chief

Execuane Othcrr .. D,.R. SPURLOCK (1959)
.

,

Vice President-Division >!anager ,

Fort Worth. Tesas
t

J.NI. TARPLEY (1958)
f. a, ; 'g .

Vice President-Contracts and Regulation '

L F.G. VON IIUBEN (1965)
! ' '''.' ,.,

yhda' Vice Picsident. secretatt k General Counsel !

I. O.D. RINCNESS (1950)
T". '}

.E
Vice President k Assistant Chief Engineer

f
Q M,. - T.E. PITT3t AN (1956).*

|y
Amuant Treamter'

b
2. ." . C.T. SUBBIE (1946)'

Assistant Secretary k Assistant Treasuier
.

., ,. . . . , '.
'

i.
'

' t > Year of emplotment
.,

,

Ted A. Bonnell (6 b,c) Cass O. Edwards (6.a c)
.

Rancher Managing Partner-Crawford ,

Cloudcrof t, New Mexico O. Edw;ards Trust-ranc hing DIVISION SIANAGERS <

k f arrnmg <

Fort Worth. Texas J.11. COOK. Panhandle ,

'r- r-- ,
- . T.F. CRAWFORD, Central

, e

Q ; J.R. DEAN, New hiexico |
'

. . M'
' W.H. IVY. Western

,

k f 't' d .
.

t O. MILLS, Northeast'

4 Y D.R. SPURLOCK, southeast
#

4 - ,Q:e
-

,

, .
V

.
..

Registrar of Preferred StockN "'
.- .

. . . .

'
I' -

' The Fort Worth National Bank
'

' ''
300 Throckmorton Stree

Robert W. Gerrard 12.a b) John 5. Justin, Jr. (0.c,d) Fort Worth, Tesas 76101
Chairman k Chief Execuine Chairman & Cluel Execuose

4 Officer Officer-Jusun Industnes | Transfer Agent for Preferred Stock
Cononental Nanon21 Bank lon Worth. Texas Registrar and Transfer Agent for Common Stocki

Fort Worth. Texas 1 Disidend Disbursing Agent for Common and Preferred 5tock

I The First National Bank of Fort Worth77~ ~~""1
! One Burnett Plazaa

$* | Fort Worth. Texas 76101i

.,c s :. ,& ,
General Officesp .. ;

1 ~01 West Sixth Street
i '

| Fort Worth. Texas 76102
>

.f"f ,
,

,

, ,

<vc'
A: ' p

i
i

I

() Years of Service
i a Audit Committee

b Fmancial Committeeliarris L. Kempner,Jr.(1,b,d) Dr. T.S. h L es . P.E. ( 4,a.d )
President. Unned States Preudent. Kev Metah t

c Personne:. Organization and Nominating
"

Nanonal Baneshares. Inc. Mmerals Enrincermg Corp Committee
Gaheston. Texas Texas Can. Texas Ii d Pension Plate Administratisc Committee
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