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The electric utility industry faced new and
greater chalienges in 1973, and your Company
w&s no exception.

in our case, these conditions required a num-
ber of exiraordinary changes in our operations.
Petroleum and natural gas shortages resulting
in a dramatic jump in the cost of fuels for gen-
orating powar, conservation measures, rate ad-
justments, antitrust litigation, a heavy construction
schedule, engineering plant design work, progress
toward sacuring a construction permit for our two
announcec nuciear genarating plants, an aggres-
sive fossil fuel acquisition program, and our entry
into a coal-fired generating operation, combined
with the normal demands of operating a rapidly
growing service organization to make 1973 a most
interesting and exciting year.

Operating revenues rose 20% to $288.6 million,
and net income reached $50.2 million, 11% over
1972. Common stock earnings increased 11¢ a
share to $1.70; the quarterly dividend rate of 26¢

a share was rgised in June to 28¢ a share, with
dividends for the year totaling $1.10, 6¢ above
1872. The Company's peak load demand reached
3,790,300 kilowatts.

Construction expenditures for the vear totaled
$108.8 million. Major projects were at Willow
Glen Station on the Mississippi River in Louisi-
ana and at Sabine Station on the Neches River
in Texas. Also, Cities Service commenced work
on a 12-mile fuel oil pipeline from its refinery
terminal in Lake Charles to our Nelson Station.
This pipeline will augment our storage and deliv-
ery facilities at this station.

Conversion of the 522,000 kilowatt Willow Glen
Unit No. 4, enabling it to burn heavy fuel oil as
well as natural gas, has been completed, and
modification of the remaining units at Wiliow Glen
and Nelson Stations has been scheduled to pro-
vide them with the additional capability of burn-
ing oil centinuously. The 580,000 kilowatt gas
burning Sabine Statior Unit No. 4 is nearing com-




pletinn and should be in commercial operation
by laie spring. Construction of oil burning Willow
Glen No. 5 is progressing and work on Sabine
Station No. 5, a 480,000 kilowatt combination gas-
oil unit, will begin shortly.

In March, the Louisiana Public Service Com-
mission approved our rate increase request that
was applicable to all retail electrical business in
Louisiana. Earnings growth over 1872 was en-
hanced by this action and by a complete year's
experience with our revised Texas rates.

In other activity, the Company filed a request
with the Federal Power Commission to increase
wholesale rates to rural electric cooperatives,
municipalities, and one other electric ¢ompany.
By late summer, 72% of our proposes $3.4 million
increase was in effect, most of which is stili sub-
ject to refund depending upon the cutcome of
further proceedings.

During the year, our application for a permit to
construct our first nuclear generating plant was
accepted by the Atomic Energy Commission and
was formally docketed. Progress on this applica-
tion is now moving along on schedule,

The most pressing challenge of the past year
was in overcoming oil and gas shortages. During
the year, we were successful and none of our
customers were curtailed because of a lack of
fuel. Continuous negotiations are being con-
ducted to obtain fuel in the ‘“spot” market, to
secure short-term contracts, and to obtain iong-
term commitments where possible. Varibus Cor-
poration, a wholly-cwnel subsidiary, is actively
engaged in programs, including exploration ven-
tures, to obtain the fuels necessary to operate
cur generating plants. Although there are consid-
erable risks in oil and gas exploration ventures,
prospects for success appear promising. Coal is
also due to play a major role in our plans for the
generation of electricity, and during the year we
contracted for future purchases of 50 million tons
of low-sulphur Wyoming fuel. Present plans call
for the delivery of this coal, beginning in 1977, to
our first two generating units scheduled for the
Lake Charies area. We are optimistic that our
fuel acquisition efforts wiil enable us to continue
to provide our customers with a reliable power
supply.

Promotional advertising was drastically altered
in view of market changes caused by he fuel
crisis. Our consumer communications program
to inform customers about efficient energy man-
agement was intensified. These messages were
supplemented with information cescribing what
we as a company, are doing 1o continue to pro-
vide electric power. Construction on the residen-
tial and commercial scene continued its steady
growth, and construction is moving ahead rapidly
at the ecologically-planned city north of Houston
called “The Woodlands,” which your Company
will serve. Industrial growth has also shewn pro-
gress, inciuding a recent announcement that a
large steel manufacturing plant would be con-
structed in Beaumont,

For all intents and purposas, the antitrust suits
filed against the Company by Cajun Electric Power
Cooperative, Inc., and the Cities of Lafayette and
Plaquemine have been settlec, but the agreements
reached with the cities are subject to review by
the Federal Power Commission.

We continue to monitor our organizational struc-
ture, seeking flexibility in adapting to the frequent
changes in our operations. In this regard Mr. Nor-
man Lee was named President and principal
operating officer of the Company effective June 1.

During 1974, new challenges will undoubtedly
confront us, presenting your Company with new
opportunities to enhance its image as a |eader in
fulfiliing its service, social, and civic obligations
to its customers and to the public. | am con-
fident that the 3,200 capable, innovative and dedi-
cated employees of your Company will succeed
in meeting these objectives.

The information or the following pages should
be ‘interesting reading to you, and | invite your
attention to the entire report.

DVtge R it he

Chairman of the Board of Directors
February 25, 1974
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Important changes in the Company's operations
occurred during 1973, foremest among them be-
ing the utilization of oil, as well as natural gas,
for boiler fuel and continued progress toward the
use of coal and uranium as future fuels. Our con-
struction continued at increasing cost levels. Also,
there was a continued rise in electrical usage in
spite of an abnormally wet and cool summer,

Operating revenues reached $288.6 million, an
increase of 20% over 1872. However, a large
portion of this increase was because of the sub-
stitution of higher priced fuel oils for the cur-
tailed supplies of natural gas, theraby increasing
the cost of electricity to our customers. These
same factors caused a significant increase in
operation and maintenance expenses,

Major efforts were required to obtain necessary
alternate supplies of na*ural ;as and oil for our
Louisiana generating stations, and fuel was again
the largest single cost of doing business during
1873. Cost of fuel for power generation reached
$82,750,000, an increase of some 71% over the
1972 figure of $48.358,000.

Taxes chargeabie to inceme during the year
were $47.7 million and continue to rank as one
of the Company's largest expense items. Federal
and State income taxes of $28.7 million repre-
sented 62% of all taxes charged to income.

Three Louisiana cities and towns and eight
parishes renawed their electric franchises with
the Company, each for 60 years, expiring in 2033.
One newly-incorporated community in Texas
granted a 50-year electric franchise to the Com-
pany.

Earnings 2.d Dividend Incroase

The year's nat income of $50.2 million was an
11% gain over 1972. Earnings per share of com-
mon stock increased to $1.70, 11 cents over the
prior year. The m.ajor impact on growth in earn-
ings in 1973 resulted from the rate relief dis-
cussed later. The quarterly dividend rate of 26
cents per share was raised in June to 28 cents
a share, with dividends for the year being $1.10,
six cents above 1872. The increase resulted in
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Gas
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65% of earnings per share being paid out in divi-
dends. The Company estimates that none of the
common dividends paid in 1973 will be declared
a return of capital, and 100% of these dividends
will be taxable as dividend income.

Effact Oi Rate Actions
Effective March 15, 1973, the Louisiana Public
Service Commission granted the Company an
electric rate increase for all 0, its retail business
in that State, resulting in a net increase to the
Company of $4.4 million annually after income
taxes. based on a 1971 test year. Earnings growth
over 1972 was also enhanced by the rate increase
in Texas, which was in effect throughout 1973,
but during only seven months of 1972
Also, the Company filed with the FPC a request
to increase rates to rural electric cooperatives,
municipalities, and one other electric company
by about $3.4 million. Approximately 72% of the
requested increase became effective August 13
subject tc more complete FPC review. Most of
the increase is subject to refund, depending on
FPC decision. The amount not now effective is
before the courts for determination.

The eftect of gas curtailment reaches far
beyond a shortage of boiler fuels for power
generation, It has also caused the Company to
commit many millions of dollars to construct
environmentally-approved facilities that can use
alternate fuels. These necessary additional ex-
penditures will increase the cost of producing
electricity,

The capital outlay for construction during
1973 was $106.8 million, $10.7 million less than
originally anticipated because of record rainfall
which delayed construction schedules.

Construction work in 1973 continued to be
centered at Willow Glen Station near Baton Rouge
and at Sabine Station near Bridge City between
Port Arthur and Orange, Texas.

1973 1974
Construction Construction
(Actual) (Estimated)
. $ 73,500,000 $131,700,000
31,100,000 37,400,000
1,::00,000 3,200,000
$105,500,000 $172,300,000
1,200,900 1,500,000
100,000 200,000

$174,000,000




Willow Glen Station's Unit No. 4, designed to
be a 580,000 kilowatt gas burner, has been modi-
fisd to burn heavy fuel oil and is now rated as a
§22,000 kilowatt oil-burning unit. Modification has
besen scheduled on t".e remaining seven units at
Willow Glen and WNelson Station. Willow Glen
Unit No. 5, a 580,000 kilowatt unit, is being con-
structed as an oil-burning unit and is expected to
be in commercial operation in late 1975.

Sabine Station Unit No. 4, a 580,000 kilowait
natural gas unit, is nearing completion and
should go into commercial operation in the spring
of 1974, This unit was constructed using methcds
which will facilitate its conversion to heavy fuel oii,
should this become necessary. Plans have been
made to begin construction in 1874 on Sabine
Station Unit No. 5, a 460,000 kilowatt oil and gas
unit,

The Company's present and long-range con-
struction program is planned to provide facilities
to supply reliable electric power in the face of
the current fuel crisis and the changes that fuel
shortages will bring about in the future.

This program includes plans to build the Com-
pany's first two coal-burning generating units,
capable of producing 540,000 kilowatts each, The
units are planned to be in service in 1877 and
1978. The Company has contracted for 50 million
tons of low-sulphur content coal from Wyoming,
to be delivered over a 20-year period, beginnina
in 1877. When these coal plants are operating at
full capacity, the 6,000 tons needed every day will
be delivered in unit-trains of about 110 cars each.

Oll and Gas Supply

Switching from almost total dependence on
natural gas for boiler fuel in 1972, to reliance on
oil for about one-third of the Company's fuel
needs in 1975, is a complex and very expensive
undertaking. As an example, the Company has
provided the funds for the building of a fuel oil
pipeline to connect Nelson Station to the Cities
- Service Refinery terminai in Lake Charles. This
‘12 mile pipeline will aid in the delivery of oil te
the generating station tank farm, which is aiso
being expanded to store approximately one mil-
lion barreis of fuel oil. Also, the Willow Glen oil
tank farm storage capacity is being anlarged from
one to more than two miilion barrels.




In 1873, the Company completed the first major
hurdie in its guest to construct its initiali nuclear
generating plant. Our application for a construc-
tion permit for River Bend Station near St. Francis-
vilie, Louisiana, was accepted for formal review
and docketed by the Atomic Energy Commission.

The site ot the River Bend Station, where two
940,000 kilowatt units will be initially installed
was visited by various teams of the AEC during
thie past year. Routine conférences have begun as
part of the overall process leading to the receipt
of a construction permit. Meanwhile, the applica-
tion for a construction permit for Blue Hills Sta-
tion, near the southwest tip of Toledo Bend Res-
ervoir in Newton County, Texas, is nearing the
presentation stage.

Environmentai programs at both sies are con-
tinuing. Scientists representing a number of uni-
versities, along with several other investigating
teams, continue to study ecological and soriolog-
ical facets of the two sites, These studies cover
numerous areas ranging from geological findings
to detailed investigations of the flora and fauna.

Yellow cake, a uranium concentrate, is the basic
raw material used '0 produce the fuel peliets that
power a nuclear plant. The first contract for the
future purchase of yellow cake was recently
signed by the Company with Gulf Oil Corporation
for five miilion pounds, enaugh energy to run the
four projected units for approximately six reactor-
years.

As plans progress toward actual ground clear-
ing for River Bend Station, so does the expansion
of the Company's statf of nuclear-trained person-
nel. By the time both nuclear stations are in com-
mercial operation, many more employees will be
involved in the nuclear work. T~chnical personnel

are also being used regularly on a corsultant
basis.

Resaarch

Your Company is not relying altogether on the
conventional techniques available today for power
generation in the future. Looking ahead, we are
exploring many methods and alternatives that
will provide the most economical and reliable
way possible. To this end we are involved in
research and development on nuciear fusion and
nuciear fast breeder reactors (gas and liquid
metal), fuel cells, solar energy, geothermal en-
ergy, coal gasification and many other projects
About $180,000 directly and $540,000 through
Electric Power Research Institute and Breeder
Reactor Corporation were spent in these endeav-
ors during 1973. About $1,400,000 will be spent
in 1974, with 20% of this total being spent under
direct Company direction

The Company's service area continued to be
of prime interest for the development of commer-
cial and industrial concerns.

Indu.irial incuiries for information concerning
the area reached an all-time high, and are indica-
tive of continued prosperity for this part of the
nation. Most inquiries came from the refining and
petrochemical industries, although the apparel in-
dustry showed increasing interest. Steel and metal
fabrication made headlines when it was announced
that Georgetown Steel would conatruct a multi-
million dollar plant at Beaumont. This industry
alone will create some 1,000 jobs.

Expansion of existing plants, as well as con-
struction of entirely new facilities in rural areas
of GSU's system, highlighted the developments in
the apparel industry. Several areas in Louisiana,
as well as Texas, will feel the economic impact of
this industry's growth. Contributing factors to the
continued prosperity of this region, besides oil,
gas and timber, are the availability of deep wa.er
ports in Baton Rouge, Lake Charles, Beaumont,
Port Arthur and Orange, and a semi-tropical
climate with an average mean temperature of
approximately 70 degrees.

In commercial construction, 479 all-electric
buildings were added to the system, with these
buildings representing some 61% of new com-
mercral construction. Some 41% of all new homes
connected during 1973 were total electric, while
98% of all apartments constructed were total
electric

Several regicnal shopping malls were opened
within the system during 1972, including Parkdale
Mall in Beaumont, and Corporate Square in Baton
Rouge. From Lake Charles came announcements
of two new all-electric buildings to be constructed
on the lake shore. Relatively strong activity in the
Western Division was headed by the start of







construction of “The Woodlands," a large and
comprehensive satellite city some 28 miles north
of Houston. This new city, located on a 17,000
acre plot, is projected to have a population of
150,000 at the end of its 20-year construction
program. Plans include a university branch.
Mass media advertising and speakers' bureaus
are being used to carry out a consume: informa-
tion program designed to keep customers aware
of the Company's efforts to attempt to insure a

future dependable supply of electric power and
the wise use of this power.

On August 8 a new series of First Mortgage
Bonds was oftered at competitive bidding. Under-
writers, headed by Halsey, Stuart & Co., Inc,,
offered the low bid of 8.5733%, which is a record
high cost to the Company of invested funds. This
series of 8%2% bonds matures in 2003. The pro-
ceeds were used to pay off $50 million of out-
standing bank loans 'and commercial paper,

Common share quarterly dividends were in-
creased 2¢ per share on June 13, 1973, The an-
nual dividend rate is now $1.12 per share

The FPC authorized the Company to borrow in
the form of short-term nromissory notes up to a
maximum of $125,000,000 during 1974

in order to raise the money needed for our four
year 1.3 billion construction program, we will

have to go to the market often. From 60-70% of
this money must be financed externally. Begirning
with the sale of bonds in March of this year,
permanent financings wili be scheduled with as

little variance as possible in our traditional cap-
italization ratios.

Success of the Company can largely be attrib-
uted to the competency of our personnel. Em-
ployees numbered 3,177 ai the year's end, as
compared with 3,090 in 1972,

Our business demands that we maintain a
highly skilled work force. Company-sponsored
education and training programs help achieve
this result. In 1973, many employees took ad-
vantage of one or more home study courses,
financial a'd for correspondence, vocational, tech-
nical, high school and college-level programs.
In addition, eight employees completed work to-
ward masters degrees, and one completed re-
quirements for a doctoral degree. Four completed
advanced management studies under the Manage-
ment Development Program.

The Company #mploys and promotes without
regard to race, .. ur, sex, religion, or age. Em-
ployment is stable, with 50% of the employees
having been with the Company 10 years or longer.

Safety training is a way of life with employees.
In 1873 the accident frequency was reduced by




48% over the previous year. The Company also
achieved a milestone of w...h we are proud-—
1,000,000 manhours worked without a disabling
injury,

The Company was honored for its safety efforts
by the Edison Electric Institute, the National

Safety Council, and the Southeastern Electric
Exchange.

Floyd R. Smith, President of the Company since
1970, was amed Chairman of the Board of Direc-
tors; he continues as principal executive officer,
Norman R. Lee was elected President and princi-
pal operating officer, effective June 1. In Novem-
ber, R. Earl White, Assistant to the Chairman,
was named a Vice President and Assistant to the
Chairman of the Board.

On December 26, 1973, Roy S. Nelson, Advisory
Director and former Chairman of the Board, died
in Beaumont, Texas. Mr. Nelson headed the Com-

pany from 1942 until December 31, 1962, and
led it through World War |l and the post-war pe-
riod of rapid development. He had served as an
Advisory Director since May 12, 1965.

The Company was incorporated in 1925. A
wholly-owned subsidiary company, Varibus Cor-
porailon, was organized in 1970 to enable Gulf
States 1o anter into other types of utility-related
businesses, pan.cularly computer services, fuel
procurement and =vploration.

Today, your Company serves over 398,000 elec-
tric customers in a service area covering some
28,000 square miles of southeast Texas and south
central Louisiana. In Baton Rouge and vicinity,
we distribute gas to over 71,000 customers, and
sell steam to four industrial customers. There are
286 towns and cities in our electric service area,
which has a population ir excess of 1.3 million
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GULF STATES UTILITIES COMPANY:

@ |s an investor-owned company incorporated in
Texas on Auguet 25, 1925, with the principal busi-
ness being the generation, transmission and dis-
tribution of eleciric energy.

e Serves over 388,000 electric customers in a
28,000 square mile area of southeast Texas and
south central Louisiana, including a 250-mile
streich of Texas-Louisiana coastline.

® Maintains corporate headquarters in Beaumont,
Texas, and has five operating division offices at
Beaaumont, Port Arthur and Conroe in Texas, and
Lake Charles and Baton Rouge in Louisiana.

e Distributes natural gas *o over 71,000 customers
in Baton Rouge, and vicinity, and operates a steam
pioducts business in that city,

o Serves 288 Texas and Louisiana communities
with an estimated population of 1.3 million,

o Salls electricity for resale to 14 municipally-
owned systems, 6 rural co-ops and one other
utility.

@ Taxes average over $4.1 million a month.

@ Pays (,200 employees in excess of $2.7 million
a month in wages and salaries.

® Has a gross plant investme:.. .« $1.4 billion.
® OQwns and operates six interconnected electric

power stations which can generate over 87 million
kilowatt-hours daily:

Kilowatts
Neches Station, Beaumont 427,000
Sabine Station, Bridge City 820,000
Lewis Creek Station, Willis 530,000
Roy S. Nelson Station, Waestlake 899,000
Louigiana Station, Baton Rouge 334,000
Willow Glen Station, Baton Rouge 1,484,000
Total generating capabi''ty 4,564,000

Emergency interconnectea capability 905,000

@ Has announced plans for two 940,000 Kilowatt
nuclear-fueled generating units to be located nea:
St. Francisville, Louisiana, and two 930,000 kilo~
watt nuclear-fueled generating units in north New-
ton County, Texas, to be placed in service be-
twesn 1880 and 1983.

@ Has announced plans for two 540,000 kilowatt
coal-fired units to be placed in service in the Lake
Charles vicinity in 1977 and 1978.

Annual Report to the Securities and

Exchange Commission on Form 10-K

The financial statements appearing in this report
are substantially the same as those which appear
in the Company's report to the Securities and
Exchange Commission on Form 10-K. in cum-
pliance with the regulations of the Securities and
Exchange Commission, the Form 10-K report in-
cludes certain additiona! financial information.
The Annuai Report on Form 10-K will be made
available to interested shareholders upon written
request to R. W. Jackson, Secretary, P, O. Box
2951, Beaumont, Texas 77704.
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OPERATING REVENUES
Electric
Resuident:al $ 91355
Commercial 55,659
Industrial 93,231
Other 16,450
Total Electné 262,695
Steam Products - 18 689
Gas 1237
Total atisg Revenues 288 621
OPEL ATING EXPENSES
Fuel for Power Generaton
Purchased Power
Gas Purchased for Resale
Salanes and Wages
Employees’ Pensions and "enefits
Rentals
Transportation Costs
Other Operating Expenses
Trimmung Trees
Other Mantenance
Total Oper ation and Mantenance
Depreciation
Amortization of Property Loss
TAXES
federal Income
Current 21478
Deferred 6,779
Amortization of Prior Years' Deferments 285
State income
Current 680
Deferred 206
Other Than Income 18,228
investment Credit
Deferred 1,361
Amortization of Prior Years' Deferments 788+
Total Taxes 47,659
TOTAL OPERATING EXPENSES AND TAXES 217 652
OPERATING INCOME 70,969
ALLOWANCE FOR FUNDS USED
DURING CONSTRUCTION 10,068
OTHER INCOME AND DEDUCTIONS 640
INCOME BEFORE 1ISTEREST CHARGES 81677
INTEREST CHARGES
interest on Long Term Debt 28 543
Amortization of Premum, Discount and
Expense on Debt 25*
Other Interest Expense 2,982
Total Interest Charges 31,500
NET INCOME 50177
PREFERRED DIVIDENDS PAID 6,730
INCOME APPLICABLE TO COMMON STOCK 3447
COMMON GIVIDENDS PAID 28 102
ADDED TO RETAINED EARNINGS $ 15345 | K
FARNINGS PER AVERAGE SHARE** $ 10 218 189
DIVIDENDS PER COMMON SHARE** $ 110 61 % 38
PER CENT PAY OUT 65 (23
AVERAGE SHARES OUTSTANDING** 25,547 5, 234331

* Denotes red figure

* Prinr years restated for 2-for-1 common sphit in May, 1965
1 Denotes percentage Increase over previous year
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summary of operations growth 1963-1973 vy

Avg Annual Avg Annuali  Avg “enual
Growth Rate  Growth Rate  Growth nale
1973 1972 1971 1970 1969 1968 1963 19711473 1969-1973 1964-1973
ELECTRIC AND STEAM PRODUCTS DEPARTMENT

Customers _

Residential 349290 340 360 330 416 319,325 313,661 307,057 268 845 3 2 2

Commercial 41 986 4114 0171 39251 38,9507 3794 331607 2730 4 2

industnal 5,606 6115 5,320 4,466 4,3% 4524 3,709 7.§ '3 4

Other 1433 1,391 1,320 1324 1.2n 1,220 927 2 3 4

Total 398 317 389010 naw 364,356 358235 350,735 307,088 30% 26% 2 |

Kitowatt Hour Sales (Thousands) y
Residential 3,730,837 3,546 355 3132933 2,860,259 2,565,542 2,319,248 1,406 326 9 10 0% 10 q
Commeraial a 2,575,961 2,380 471 2114689 1923879 1,782 460 1,598,833 1,020,404 10 1009 9 R
industrnal 11,001,560 10,415,986 9371114 8,698 045 8,098,285 7,066 349 41512 82 S.g 10 }
Other 1519578 1,719,249 1,482 560 1,338 427 1,222 307 1,059 655 551,650 d.g 1. 10 ﬁ

Total Utility 18 831 936 18,062 061 16,101 2% 14,820 610 13,768 594 12,044 585 71129912 . 8 S 16 g

Steam Products 2,880 362 2,602 921 2420923 2,384,767 2,364 660 2,215 951 1,518,792 G.S; 5 6 L

Total System 21,712,298 20,664,982 18522219 17,205,377 16,133 254 14,260,536 8,648 704 8 L 9 B
Electrnic Customer Data i
Average Kilowatt-Hour Use s
Per al Customer 16,819 10571 9645 9044 8602 71652 5,260 6.2% 12% 15%
Average Revenue Per Residential a 5
Customer — Dollars 264 91 23557 2118 20067 15304 17683 13252 9% 849, 12%
Average Revenue Per Kilowatt Hour  Cents
Residential 245 223 219 22 2 23 252 313% 12% (
Commercial 216 19 193 19 19 20 229 35% l‘g (
Industrial % 5 n ] 7 75 81 12% 3 11 2
GAS DEPARTMENT 5 "\1

Customers 71.85¢ 70,597 69,124 67,322 66,694 66,121 57,107 22% 1% z 2

Natural Gas Purchased M Cubic Feet 9,502 53! 9,060 473 8,788 88! 9,607,794 9,291 0% 9612566 8,190,199 (4%) (2%) 1 F

Sales M Cubic Feet 9114942 8,441 612 8,585 412 9,209 457 8982 181 9094833 7.493 565 (.a) - 2 g

Main - Miles 1019 99 949 937 sy 882 766 2 29% 2 -

CAPABILITY, LOAD AND RESERVES (kilowatts) {

Generating capabihly al time of peak load (1) 4,564 000 4,155,000 4,155 009 3,625,000 3,045 000 2,475,000 1,961 000 B0% 13.0%; B 8% -

C hity purchased from Sam Rayburn and %

oledo Bend Dams and Cajun Electnc -

Power Cooperative, Inc. without reserves 168 000 204 000 98 000 98 000 98 000 52,000 0 197% % :; - i 2
Total Capability at lime of peak load 4,732 000 4,359,000 4,253 000 3,723,000 3,143 007 2,527,000 1,961 960 83% 13 92% x
Peak load including interruptible load (1) 3,799 30¢ 3.602,700 3,285,000 3,039 400 2,850 600 2,554 000 1,531 400 76% 829 95% “
Plus Power sales with reserves to 1
. other ulihty systems 0 0 100 600 100 000 50 000 0 0 — - - 4

ess g
interruptible load at ime of peak load 28 800 39 800 30,600 37 600 0 0 i} (85%) - - ?1
Purchased power with reserves including TVA 3

Diversity interchange 215,000 215,000 215.000 215,000 215,000 295,000 0 - 6.°%) - %

Load for which reserves are provided 3,546 500 3,347 900 3,139 400 2 886 800 2,685 600 2,259,006 1,531 400 11% 9 a !,% H

Capability 1n excess of lpad 1.185 500 1,011,100 1,113 600 836,200 457 400 268 060 429 600 123% K’} 10 o

Less Scheduled maintenance at ime of peak load 0 0 176,000 246 000 0 0 0 - — -— 1:

Reserve capatihity 1.185 500 1011100 937 600 590,200 457,400 268 000 479 600 26.2% 34 69 107% 5]

Percent reserves 33 30 30 20 17 12 28 182% 24% 11% .

Annual Load Factor 68 897 68 997 6829 68 49 68 49 67 4%, 68 3%, 2% 4%, 44 ;

Output .

Net M-kwh Generated 21,890,507 21,281 658 20643077 19,290 514 17,337.2% 14 942 316 9,104 325 43% 7.9% 9 g \1

Net Purchased and Interchanged S17.992 519,575 990 059¢ 1,060,239 249 4264 187 987 57653 - 373% 3 5

Total 22 808 499 21801233 19653 018 18,230 275 17,087 810 15,131,303 9161 978 18% 86% 969 &
MISCELL ANEOUS =

Steam Sales  Milkons of Pounds 25,723 24543 23943 24,162 24,394 25472 22,00 21% 2% 1 3&

Maximum Steam Demand - M-Pounds Per Hour 3389 3309 3193 3in 3143 3387 3420 2% - 1%)

Electnc Line  Pole Miles . o
Transmession (69,000 Volts and Over) 3667 3641 3589 3287 3085 2933 2215 31% 46% 52% g
Distribution (34 500 Volts and Under) 15,337 15019 14655 14,303 14615 13569 11,724 24% -25% 271% 5
Underground Construchon— Mites of Rout | 671 575 489 399 349 21 88 1899 196% 22 5% 5

cm— - —— -
(1) Excludes toad served by and capability of the 76 000 kilowatt steam-eiectnic insialiation *

maintaned and operated by the industrnial Chomicats Division of Alhed Chemical Corporation v

t Denotes red figure. =

= { ) Decrease. .:




statement of income
for the years ended December 31,

1973 1972 )
OPERATING REVENUES
R A R R S PR RIS 1 -. .. $262,694,739  $218,766,007 -
A S S Pt ol WL 2 18,689,486 14,971,642 |
Rl e T R R e R S R e 7,236,781 6,271,980
Total operating revenues 4 e . 288,621,006 = 240,009,629
|« OPERATING EXPENSES AND TAXES , |
. Operation ................ I I N e ... 120,694,222 83,288,329
B Maintenance IR e - 13,515,232 10,575,336
" Depreciation . ... .. ........ S T . 35,783,667 33,606,217
Taxes .
_ Income u
- Current ... ... ... A b : 22,157,825 23,585,828
Deferred — net . .. .. .. o _ 6,700,428 6,055,076
Investment credit —net .. .. ... .. .. . 572,783 1,282,734
AN R S S RN SR R Wi 18,227,880 17,216,957
Total operating expenses and ‘axes : : , , 217,652,037 175,610,477
OPERATING INCOME : TR 70,968,969 64,399,152
ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION 10,068,523 8,724,829
OTHER INCOME AND (DEDUCTIONS)—NET 639,657 (1,245) :
INCOME BEFORE INTEREST CHARGES 81,677,149 73,122,736
INTEREST CHARGES e AL Lt 31,499,953 27,955,100 *
NET INCOME . .. 50,177,196 45,167,636 |
PREFERRED DIVIDENDS xS . 6,730,000 4649950 | !
.} INCOME APPLICABLE TO COMMON STOCK $ 43,447,196 $ 40,517,686 |
. SHARES OF COMMON STOCK
‘ (average number outstanding) 25,547 328 25,547,328
EARNINGS PER SHARE . . gL . : $1.70 $1.59
retained earnings
’ for the years ended December 31, ]
1973 1972 ?
" BALANCE AT BEGINNING OF YEAR, as previously reported $139,354411  $125,405,946 |
Less cumulative effect of change to equity method
of accounting for investments 143,706
BALANCE AT BEGINNING OF YEAR, as restated 139,210,705 125,405,946
ADDITIONS .
Net income . . : 50,177,196 45,167,636
Total _ 189,387,901 170,573,582
DEDUCTIONS
Prefer-ed dividends 6,730,000 4,649,950 |
| Common dividends ($1.1C per share in 1973 and $1.04 per share »
in 1972) 28,102,061 26,569,221
- Total . . . 34,832,061 31,219,171
BALANCE AT END OF YEAR $154,555840 $139,354,411 :

The accompanying notes are an integral part of the financial statements.



statoment of changes in financial position

for the years ended Decombar 31,
.| |
| Funds From: f
T o SR EIS RS SR s i : YA $ 50,177,196 § 45,167,636
Items not affecting working capital:
Depreciation Lo B R DR a SR g . 35,783,067 33,606,217
- Deferred income tax——net . . . ... . ... AEreAk e A A 6,700,428 6,055,076
Investment tax credit—net . EREE e O §72,783 1,282,734
| Common stock equity componont of allowance for
funds used during construction (5,590,044) (5,536,995) ,
N Funds from operations ey b gy 87,644,030 80,574,668
. Financing: -
; . First mortgage bonds . . e i g %0,000,000 !
Preferred stock . .. ................ i SRR 35,054,935 1
o Notes payable ... .. PR E Al e et (30,796,362) 69,255,710
b Other—naot i v 2,102,785 8,365,942 E
Total source of funds . . . _ . ‘ $115950,453 $193,251,3085 s
, Funds For:
: Gross plant additions . . . i : . $107,233919 $111,314414
Dividends RSP vy o B e R R 34,832,061 31,219,171
Retirement of long- Aerm debt i : ke 375,000 375,000 !
Temporary cash investments . . Torh LR RIS (47,900,000) 47,900,000 s
Investment in and advarces to subsidiary company : 18,354,827 2,482,549
112,895,807 193,291,134 :
Increase (decrcase) in working capital, as detailed below : 3,054,646 (39,829) -
Total funds used $115950453 $193,251,305
Increase (decrease) in working capital (excluding
notes payable and temporary cash investments):
Accounts receivable : $ 6144319 § 5,305,391
Inventories 1,056,784 (610,558)
Fuel stock . .. : o : 7,797,117 (678,347)
: Fuel prepayments puch _ (32,652) 391,824 i
Other prepayments oy (88,433) (775,339) ;
x Accounts payable , : (7,715,558) (2,032,621)
| Accrued taxes , (799,994) (472,639) ]
oy Accrued interest , o . (1,769,518) (20,835)
Other—net SV o (1,577 419) (1,146,705)

The accompanying notes are an integral part of the financial statements



balance sheet

as of December 31,

UTILITY AND OTHER PLANT, at original cost
Electric utility plant
_Steam products plant
Gas utility plant
Total plant
Less: Accumulated provision for depreciation

Total plant less accumulated provision for depreciation
Construction work in progress, at cost

Total utility and uther plant

OTHER PROPERTY AND INVESTMENTS

Investment in and advances to subsidiary
company, at equity

Other property and investments, at cost
Total other property and investments
CURRENT ASSETS
Cash
Special deposits
Temporary cash investments

Accounts receivable, less accumulated provision for uncollectibles

of $411,531 and $407,280, respectively

Materials and supplies (including construction materials),
at average cost

Fuel stock
Fuel prepayments
Other prepayments
Total current assets

DEFERRED DEBITS
Unamortized debt discount and expense
Other
Total deferred debits
TOTAL

$1,154,380,238
52,770,531
19,488,263

1,226,639,032
292,977,235
933,661,797
154,046,224
1,087,708,021

20,937,376

1,020,125

21,957,501

$1,033,489,343
52,495,562
38,749,444
1,104,734,349
_261,871,773
842,862,576
174.489.774
1,017,352,350

2,582,549
1012119
3,594,668

3,801,388
355,134

30,588,051

5,886,551
9,035,107
359,172
1,388,209

51413612

1,275,030
1,341,072

2,616,102
$1.163.695.236

5741214
- 280,083
47,900,000

24,443,732

4,789,767
1,237,990

391,624
1,476,642

86,261,252

822,017
_925.839
1,751,856
$1,108,860,126

The accompanying notes are an integra! part of the financial statements,




CAP'TALIZATION (see following page)
. CAPITAL STOCK AND RETAINED EARNINGS
' Common stock, without par value
Retained earnings

Total . ...

Premium on preferred stock

i Tota! capital stock and retained earnings

' LONG-TERM DET
Total capitalization

} CURRENT LIABILITIES
! Portion of long-term debt due within one year
Notes payable:
Bank . it
Commercial paper
Total notes payabie
Accounts payable
Taxes accrued
Interest accrued
Other

-

Total current liabilities

DEFERRED CREDITS
Unamortized premium on debt
Investment tax credit

Other

Total deferred credits
OPERATING RESERVES
CONTRIBUTIONS IN AID OF CONSTRUCTION
ACCUMULATED DEFERRED INCOME TAXES
TOTAL

4

LIABILITIES

Preferred stock, cumulative, $100 par value

83,887,599

$ 187,579,726 § 187,579,725
154,565,840 139,354,411
342,135,565 © 326,934,136
117,500,000 117,500,000
68823 655236
460,290,801 , 445,089,372
529,125,000 479,500,000
989,415,801 924,589,372
304,000 303,000
21,962,500 51,000,000
20,482,422 22,241,284
42,444,922 73,241,284
18,981,683 11,266,125
6,117,274 5,317,280
8,530,485 6,760,967
7,509,235 7,653,885

104,542,541

1,093,773 1,159,510
19,689,033 16,785,058
292,098 274179
21,074,901 18,218,747
1,770,954 1,714,992
3,829,331 3,320,277
63,716,650 56,574,197

$1,163,695,236

$1,108,960,126

The accompanying notes are an integral part of the financial statements




capitalization
@s of Decomber 31,

CAPITAL STOCK AND RETAINED EARNINGS

COMMON STOCK* *—Without par value=-Authorized 40,000,000 sha
Outstanding 26 547 328 uhom in 1978 (20,24 sharaowners); 25 M? 328 shares
in 1972 ( 499 sharaowners $187.579,72% $187.579.728

RETAINED EARNINGS (342,238,249 restricted in 1973 o to cash dividends) 154,556,840 139,354,411
Total common stock and retained asrnings 342,135,565

PREFERRED STOCK—=Cumulative—3100 par valve-—Authorized 3,000,000
gharga==Outatanding 1,175,000 sharas in 1973 (2,872 shareowners), 1,175,000
ST S e ————

of & arred stock Bsues, in the aggregeta,
8124407 fxo st December 31, 1973, i

Shares
Outstanding
Dividend
Dividand®
Dividend, 1949 Sories

8%
888

B22838%3

8883883

7.86 Dividand

Total prefarred stock
FREMIUM ON PREFERRED STOCK

Total ceapitel stock and retained earnings

253
3

L

LONG-TERM DEBY

FIRET MORTGAGE BONDS~—Authorized $1,000,000,000 principal amount
tmm fund requiremants for 1974 aggregete $6 488, he Company expects
satisty auch requiramants by certifying property additions to the Trustee

due 1’70 (Excluding 31,000,000 in Treasury.
1978° o . oy
19792

3 §
238
8888

288883
888388

P et e Gt et et et Bt D
NOOOOWONN
NOOOWORN

SSasase
288383

HPBHPWRWON

8233828388

_tgﬂl’
8

g88883i

REREBLN5S
ER53

88885383223

885888888
38388388538288

8
8

Boas

2888
Bz
388

Total fisst mortgage bonds
DEBENTURES-—Authorized, $15,000,000 principal amount:
4% 9% due 1981 10,125,000

Tota! longterm dabt (excluding portion due within one year) $529,125,000

TOTAL CAPITALIZATION

* Listad on New York Stock {xchlng. Inc
** Listed on New York, Midwest and Pacific Coast Stock Exchanges.

$989,415 801 $924,589.372




A. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The Accounting records of the Company are
maintained in accordance with the Uniform
System of Accounts prescribed by the Federal
Power Commission and the Louisiana Public
Service Commission.

Utility and other plant is stated at original
cost when first dedicated to public service and
the amounts shown do not purport to represent
reproduction costs or current value. Costs of
repairs and minor replacements are charged
to expense as incurred. The recorded cost of
depreciable utility plant retired and cost of
removal, less salvage, are charged to accum-
ulated provision for depreciation. The capitalized
cost of utility and other plant includes an
allowance for the cost of funds used during
construction which was computed at a rate of
714 % per annum during 1978 and 8% per
annum during 1972, The 1974 rate is 71, %,

The provision fur depreciation is computed
using the straight-line method at rates which
will amortize the unrecovered cost of depreciable
plant over the estimated remaining service life.

For income tax purposes, the Company has
adopted accelerated methods of computing
depreciation for eligible property. Pursuant to
regulatory commission order, amounts equal to
the reductions in income taxes arising from the
use of accelerated depreciation rather than
straight-line tax depreciation are charged to
income and concurrently credited to accumulated
deferred income taxes. Upon expiration of the
periods of tax deferment, the amounts
accumulated are used to offset the provision
for income taxes in amounts equivalent to the
related increases in such taxes.

Total Federal income tax expense was less
in both 1978 and 1972 than the amount com-
puted by multiplying income before tax by
the statutory rate of 48% . This was due
primarily to additional allowable tax deprecia-
tion, certain capitalized costs expensed for tax
purposes cnd investment tax credits, The
effective rates for these years were 27.2% and
29.56%, respectively.

Amounts equal to the reductions in Federal
income taxes resulting from investment tax
credits are charged to income and concurrently
credited to deferred credits. These credits are

being amortized over the estimated useful life
of the related properties. '

The Company's investment in Varibus
Corporation, a wholly-owned subsidiary, is
accounted for on the equity basis in
compliance with a Federal Power Commission
order, adopted as of January 1, 1973,

B. PENSION PLAN

The Company has a contributory pension plan
covering all employees between the ages of
80 and 66 years who have had one year of
continuous service. Cost of the plan in 1978 and
1972 was $1,684,227 and 81,786,505, respectively,
of which $1,146,881 and $1,255,441, respectively,
was charged to income and the remainder to
construction and other accounts. The Company's
poliey is to fund pension cost accrued. Funding
is under the aggregate cost actuarial method
which does not separateiy identify unfunded
past service costs.

C. COMMITMENTS

The Company has lease cormitments
which in the aggregate are not significant to
either net income or stockholder's equity.

At December 31, 1978 the Company had
agreements with several banks which terminate
December 81, 1974, providing for borrowing
up to $51,080,000 at the prime commercial
lending rate in effect from time to time without
payment of a commitment fee. The Company
maintains nonsegregated working cash
balances which generally average, over the life
of the agreements, approximately 10%
of the line of credit.

The construction program involves expendi-
tures of approximately $174,000,000 in 1974,
and, in that connection, the Company has 'n.
curred substantial commitments for equipment.

Reference is made to comments in
this report under CONSTRUCTION and
NUCLEAR POWER GETTING CLOSER
regarding an agreement to purchase coal
and yellow eake, a uranium concentrate,
(See pages 8 and 5.)

The Company plans to file a regic. :tion
statement with the Securities and Lachange
Commission on February 14, 1974 for the
proposed sale of $60,000,000 first mortgage
bonds during March, 1974,

19
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Coopers & Lybrand

TO TWE SHAREMOLDERS,
GULF STATES UTILITIES COMPANY

We heve examined the balance sheet of Gulf States Utilities Company as of December 31, 1873, end the re
latad statements of income, retained earnings and changes in financial position for the year then ended Our
examination was made in sccordence with generally accepted auditing standards, and sccordingly included such
tests of the sccounting records, and such other auditing procedures as we considered necessary in the circum:
stances. We previously examined and reported upon the financial statemaents for the year 1972

In our opinion, the aforementioned finencial statements (pages 14 through 19) present fairly the financ:al
position of Guit States Utilities Sompany st December 31, 1973 and 1972 and the results of its operations end
changes in financial positior. for the yaars then endad, in conformity with generslly sccepted accounting princi
ples applied on » consistant basis

Houston, Texes Cg 28 'q‘%‘g e

February 6, 1974
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FLOYD R. SMITH (38)
Chairman of the Board of Directors
and Principe. Executive Officer

NORMAN R LEE (25)
President and Principal Operating Otficer

SAMUEL L. ADAMS (35) :
Senior Vice President
Engineering and Production-Construction

JOSEPH R MURPHY (37)
Senior Vice Prasidant
Qparations

JER( - €M STOKES (38)
Ser ur Vice Presidant
Finance

SAMUEL L ADAMS (1870)
Senior Vice President of the Company
Baaumont. Texas

JOMN W. BARTON (1870)
President of Jack's Cookie Company
Baton Rouge. Louisiana

SETH W. DORBANDT (1870)
Chairman of the Board and Presigent,
First National Bank in Conroe
Conroe, Texas

EDWIN W. HIAM (1858)
Investment Adviser
Boston, Massachusetts

NORMAN R. LEE (1967)
President of the Company
Beaumont, Texas

CHARLES P. MANSHIP JR. (1987)
President and Director, Capitel City Press
Baton Rouge, Louisiana

JOMN J MORRISON"® (1857)
Retirad Chairman of the Board of
the Company
Beaumon!, Texas

Transfer Agents:

WILLIAM E. HEANER, JR. (13)
Vice Presidem
Personnel Manager

JOSEPH O. ROBICHAL (16)
Vice President
Marketing

R EARL WHITE (32)
Vice President and Assistant 1o the
Chairman of the Board

JASPER F. WORTHY (18)
Vice Presidant
Baton Rouge Division

ROBERT W. JACKSON (18)
Secretary

JOSEPH R. MURPHY (1870)
Senior Vice President of the Company
Beaumont, Texas

BENJAMIN D ORGAIN (1963)
Membar of the law firm of Orgain, Baell
& Tucker, general counsel for the
Company
Beaumont, Texas

GLENN E. RICHARD (1983)
Retired Chairman of the Board of
the Company
Beaumont. Texas

FLOYD R. SMITH (1965)

Chairman of the Board of Directors and
Principal Executive Officer of the
Company

Boaumont, Texas

HARRELL B SMITH (1964)
Ratired General Manager,
Lake Charies Operations,
Cities Service Ol Company
Lake Charlas, Lovisiana

The American National Bank of Beaumont

Beaumont. Texas

The Chase Manhattan Bank N. A, New York, N.Y
The First National Bank of Chicago, Chicago, lllinois

Rogistrars:

irst Security National Bank of Beaumont

Beaumont, Texas

Manufacturers Hanover Trust Company

New York, NY

Northern Trust Company, Chicago, Illinois

THOMAS A PAGE (1)
Treasurer

JAMES L BRASWELL (35)
Controlier and Ass'stan! Treasurer
ROY E. EYLER (15)
Assistant Secretary

RAY § PACE (37
Assistant Troasurer

HANSFORD R. ROUSE (17)
Assistant Treasurer

ROBERT L. WYNNE, JR. (35)
Asemtant Treasurer

() Yoars Service
* Elactng February 16, 1874

OLIVER P. STOCKWELL (1969)
Member of the law firm of Stockwall,
St Dizier, Siavert & Vicoelllo,
counsel for the Company's
Lake Charies Division
Lake Charles. Louisiane

EDWARD M. TAUSSIG® (1944)
President. Taussig Corporation
Lake Charles, Louisiana

ELDON A. VERNER#® (1870)
Vice President of Baton Rouge Alrcraft
Baton Rouge, Louisiane

FRED V. WILSON (1984)
invegtments
Port Arthur, Texas

( ) Date electod to Board
* Advisory Director

# Also served as a director of the Company

from 1862 until March 1, 1870, whaen he
retired as President and Director of
the Company







Prospsciue

$60,000,000

Guif States Utilities Company

First Morigage Bonds, 8% % Series due 2004
Dua March 1, 2004

Intoreat s payable March 1 and Soptembar 1

The New Bonds will be redeemable at the opt un of the Company a8 a whole at any time or in
part from time to time upon 30 days' notice at the applicable redemption prices shown herein
with accrued interest to the date fixed for redemption, except that prior to March 1, 1878 no
such rademption may be made through a refunding operation at an interest cost to the Company
of less than 8.625% per.annum. The initial Regular and Special Redemption Prices are
108.63% and 100.06% , respectively

THESE SECURITIES MAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED L'PON THE ACCURACY

OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

Undarwriting
Price o Discounts sng Procoseda to
Public (1) Commiasions (2) Company (1) (3)

Per Unit 100% AT8% $9.522%
Total $60,000,000 §286,800 $50,713,200

(1) Plus sccrued interest from March 1, 1974 10 date of payment and delivery

(2) The Company has agreed 10 indemnily the Purchasers against certain civil liabilities, including certain liabilities
under the Secu: ities Act of 1833

(3) Before deduction of expenses payable by the Compady, estimated at $107,000

The New Bonds will be issued only as fully registered bonds in denominations of $1,000 and
multiples thereof.

The New Bonds are offered when, as and If issued and accepted by the Purchasers named
within, ar 9 subject to approval of legal matters by counsel, prior sale, or withdrawal, cancellation

or maodification of the offer without notice. It is expected that delivery of the New Bonds will be
made in New York City on March 28, 1974,

The First Boston Corporation

Salomon Brothers

Blyth Eastman Dillon & Co.

Incorporsied

Dillon, Read & Co. Inc.

The d=te of this Prospectus is March 20, 1874




IN CONNECTION WITH THIS OFFERING, THE PURCHASERS MAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE BONDS OFFERED HEREBY AT A LEVEL ABOVE
THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. %UCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

INTRODUCTORY STATEMENT

Gulf States Utilities Company (the “Company”) is subject to the informational requirements of the
Securities Exchange Act of 1934 and in accordance therewith files reports and other information with the
Securities and Exchange Commission. Information, as of particular dates, concerning directors and
officers, their remuneration; the priucipal holders of securities of the Company, and any material interest
of such persons in transactions with the Company is disclosed in proxy statements filed with the Com-
mission. The Company has not granted any stock options.

Such reports, proxy statements and other information can be inspected a. the principal office of the
Commission at 500 North Canitol Street, N.'W., Washington, D. C., and copies of such material can be
obtained from the Commissioa at its prescribed rates. In addition, such reports, proxy statements and
other information can be inspected at the offices of the New York Stock Exchange, Inc., 11 Wall Street,
New York, New York. The mailing address of the Company is P.O. Box 2951, Beaumont, Texas 77704
and its telephone number is (713) 838-6631.

USE OF PROCEEDS

The not proceeds from the sale of the Bonds offered hereby (the “New Bonds”), after deduction of
expenses and exclusive of accrued interest, will be used by the Company to pay off a portion of its then
outstanding short-term notes, expected to be approximately $110,000,000. The funds obtained from the
issuance of such notes were used in connection with the Company's construction program and for other
corporate purposes.

All of the short-term notes expected to be sutstanding will either be in the form of commercial paper
or short-term notes issued undsr the Company's revolving credit agreements with banks. Short-term

borrowings by tae Company must comply with the provisions of the Federal Power Act. See
“Regulation”,

CONSTRUCTION PROGRAM

It is presently estimated that the Company's system peak load during 1974 will reach 4,131,000
kilowatts, at which time the Company estimates it will have a reserve of approximately 36%, During
the periods 1964-1973 and 19691973, the Company's peak load grew at average annual growth rates of
approximately 9.5% and 8.2%, respectively; the 1974 estimated peak, if realized, will represent a 9%
increase over 1973, To meet anticipated growth in system load, the Company has tentatively scheduled
in the ten year period 1974 through 1983, the installation of six fossil fueled electric generating units
with aggregate capability of approximately 3,260,000 kilowatts and four nuclear fueled units with
aggregate capability of approximately 3,740,000 kilowatts. See “Business—Future Generating Plants",
The Company's estimate of peak loads and its presently scheduled construction program may change
because of load growth changes, fuel availability, construction and regulatory contingencies, and the
effects of various programs which may be adopted or imposed to conserve electricity,. The Com-

pany is keeping its construction plans as flexible as practicable with the intention of accommodating any
such changes that may develop




The cost of new consiruction in 1974 and 1575 is expected to be approximately $174,000,000 and
$260,000,000, respectively. Tn 1974 the program is expected to consist of the following principal items:

Additional electric production plant cone $132,000,000
Additional electric transmission and distribution facilities . . .. 38,000,000
Other additional electric improvements . .. 2,400,000
Additional gas plant .............. PP, 1,400,000
Additional steam plant ......... 200,000

The construction program presently conterplates the expes diture of approximately $900,000,000 during
1976-1977.

The 1974-1975 construction program includes approximately $91,000,000 for expenditures in con-
nection with the planned nuclear fueled units. Expenditure of such funds and those spent in connection
with such units prior to 1974 (in the approximate amount of $26,000,000), as well s execution of
contracts for the construction of such nuclear units and the purchase of equipment and fuel therefor, prior
to assurance that construction permits and operating and other related licenses will be obtained, was
deemed necessary by the Company to put it in a position to make application for the regulatory approvals
required and to enable it to complete construction, once approval is obtained, within the time necessary
to meet presently estimated increased load

Actual expenditures and estimates for subsequent years may be affected by greater than anticipated

escalation in costs, additional expenditures for environmental and other factors, and acceleration or delay
of portions of such program.

It is anticipated that the Company will, in addition to the funds obtained from this offering and funds
internally generated, require prior to the end of 1974, approximately $43,000,000 from outside sources
and that during 1975 the Company will require funds from outside sources of approximately $172,000,000.
The Company expects that such funds will be obtained from short-term bank loans and the issuance of

commercial paper combined with permanent financing, the form, nature, time, and extent of which have
not yet been determined. ;

Total gross additions to the plant account of the Company during the period January 1, 1969,
through December 31, 1973, amounted to $544 467 000, and during the same period retirements from the
plant account amounted to $27,541,000. Gross additions during the period amounted to approximately
50% of total net plant at December 31, 1973.

BUSINESS

The Company was incorporated August 25, 1925, under the laws of the State of Texas and is
engaged principally ir he business of generating electric energy and transmitting, distributing and
retailing such energy in a 28,000 square mile area in southeastern Texas and in south central Lovisiana,
extending a distance of over 350 miles along the Texas-Louisiana Coast. The Company also sells
electric energy at wholesale in this area to various municipalities, rural electric cooperatives and one
other utility. The Company's electric systen: is inte-connected, and interconnections with other utilities

are maintained for the exchange of power. The Company also conducts a steam products business and
sells natural gas in the Baton Rouge, Louisiana area.

Operations

For the 12-month period ended December 31, 1973, 91% of the Company's operating revenues were
derived from the electric utility business, 6.5% from the steam products business and 2.5% from the gas
business. Of the electric operating revenues, 55% were derived from within Louisiana and 45% from
within Texas. The gas and steam products businesses are conducted entirely in Louisiana. Additional

3




information about the principal classes of service is provided under “Operating Statistics and Certain
Details of Revenues.”

The Company has undertaken certain measures to reduce its internal consumption of electric power
and energy and consumption by other utilities and uitimate customers. Its efforts with respect to the
general public have consisted of news media advertising urging the conservation of electric energy
and, with respect to industrial and large commercia! customers, have consisted of consultation with
such customers regarding more efficient use of electric energy by them. Although the Company
believes that such steps have been successful in conserving electric energy, because of other variants,

such as weather, it is presently unable to identify how much reduction ih kilowatt hour consumption has
been experienced because of Jonservation efforts.

The Company and ten other investor-owned electric utility companies comprising the South Central
Electric Companies have an agreement with the Tennessee Valley Authority (TVA) to interchange
1,500,000 kilowatts of electric power. The Company's share of the exchange is 215,000 kilowatts. The
companies have constructed a 500,000 volt electric transmission network linking their electric systems in
Louisiana, Texas, Arkansas, Oklabhoma, Mississippi, Missouri and Kansas. The Company has extended
the 500,000 volt transmission line in its own service area to improve reliability of service.

There are 19 rural electric cooperatives, sponsored by the Rural Electrification Administration
(REA), 21 municipa’ electric systems, and five investor owned utilities operating within or adjacent
to the service area of the Company. The operation and extension of these cooperatives, municipalities,
and other utilities in certain areas tend to restrict expansion of the Company's system in such areas.

However, the Company is continuing to extend its service into areas around such mumcxpalmel areas
adjacent to such other utilities, and into rural areas.

The Cajun Electric Power Cooperative, Inc. (Cajun), formerly kmown ar Louisiana Electric
Cooperative, Inc., a super-cooperative formed by 12 of the 13 REA cooperatives in Louisiana, has con-
structed a 200,000 kilowatt generating plant in Louisiana whick began commercial operation in June,

1972. The Company has entered into a ten year contract with Cajun which principally provides that the
Company will furnish transmission service for energy generated by Cajun to four of its member coop-
eratives and sell to Cajun the additional power it may need and request. The Company has also agreed
to purchase from Cajun ceftain excess capacity and energy available from such plant. In December, 1973
the Company signed a letter of intent to pursue negotiations with Cajun for further coordination of
generation planning and additional transmission service. See “Regulation” with respect to proceedings
before the FPC and otherwise, involving Cajun.

The four cooperatives now receiving power from Cajun previously purchase” all or a substantial
portion of their bulk power supply from the Company. From and after the effe.. ¢ date of the Cajun
contract on April 1, 1973, the Company has only received a charge for transmission of the Cajun power
to such cooperatives and will continue to receive only such transmission charge, unless and until suck time
as Cajun may purchase additional power from the Company under such contract to meet the needs of
the cooperatives. The gross transmission charges received during 1973 from Cajun amounted to

$580,453, compared to the gross revenues from power sales to such cooperatives during the same period
of 1972 of $2,151,235,

In January, 1974, the Conrpany executed separate power interconnection agreements with the Cities
of Lafayecte and Plaquemine, Louisiana (the “Cities”), providing for the exchange of emergency, main-
tenance, and surplus power, and for the Company to provide transmission service for each for purposes
of coordinating generation. Such agreements have been filed for acceptance with the FPC, and
contingent upon such regulatory action, facilities are expected to be in place to accommodate transactions
under such agreements with Plaquemine beginning in 1974 and Lafayette beginning in 1975, Pursuant
to such agreements, the Company has agreed to purchase various amounts of capacity from such

Cities during the period 1975-77. See “Regulation” with respect to proceedings, before the FPC and
otherwise, involving the Cities.




Of the Company's steam products customers, Exxon Company, U.S A, Ethyl Corporation, and
Uniroyal are being supplied pursuant to contracts which will terminate pursuant to notice from the
Company in 1978, 1970 and 1976, respectively. The specially designed steam-electric extraction plant
which has been supplying process steam and by-product electric energy as part of the requirements of
these customers presently uses natural gas as primary boiler fuel. The Company proposes to negotiate
new contracts with these customers covering higher rates, and in connection therewith expects to consider
whether or not to convert such plant to a continuous: oil burning as well as gas burning capability.
The Company constructed and owns a specially designed steam-electric extraction plant in Baton
Rouge which furnishes the requirements of the Industrial Chemicals Division of Allied Chemical
Corporation for process steam and electricity. It ic being operated and maintained by Allied under
a twenty-year contract, which runs to February 1, 1989, and under which Allied makes annual payments

to the Company, including amounts sufficient to amortize the cost of such plant over the term of the
contract.

The Company distributes natural gus in Baton Rouge and its environs which have an estimated

population of 230,000. Such gas is purchased under an agreement, expiring December 31, 1975, with Mid
Louisiana Gas Company i

Fuel Supply

All of the generating plants of the Company (with the exception of Willow Glen Unit No. 4
discussed below) presently use natural gas as primary boiler fuel ind have the capability of using No. 2
oil as boiler fuel on a short-term basis. Boiler gas is provided in Texas under contracts running until
1985 with Exxon Company, U. S. A, and Texas Intrastate Gas Company. The Company has been
receiving gas needed in its Texas plants from these suppliers pursuant to such contracts and does not
expect any immediate material curt.ilment of such supply. Gas deliveries from Texas Intrastate Gas
Company, which supplies one-half of the requirements of one 265,000 kilowatt generating unit, may be
subject to curtailment pursuant to priorities established by the Texas Railroad Commission. DBoiler
gas is provided in Louisiana under a contract running until 1981 with Monterey Pipeline Company
and under a contract running until 1987 (with provisions for price redetermination in 1977 and 1982)
with United Gas Pipe Line Company (“United”). United provides gas to the Company's Willow Gilen
(other than to Unit No. 4) and Roy S. Nelson stations in Louisiana which account for 1,861,000 kilowatts
of the Company's electric generating capability. .

Since November, 1970, United has been delivering less gas than the Company would have otherwise
used under such contract. Such curtailments are expected to continue at increasingly severe levels
and may be further affected by the FPC actions discussed hereafter. There are numerous FPC pro-
ceedings and related court appeals now in various stages involving the Company, United, and other
customers of United. Such proceedings have already resulted in approval by the FPC of curtailments
to the Comipany based upon certain priorities of use. Current orders provide that if it is necessary for
the Company to avoid shedding firm electric load, United is authorized to deliver additional gas to the
Company to the extent required to avoid such load shedding, but any such additicnal deliveries are to
be offset against subsequent gas allotmenis from United. One key issue yet to be finally determined
is whether or not natural gas supplied by United for boiler fuel, particularly for the purpose of genera-
tion of electricity, will be ordered terminated by the FPC, or, if authorized to be continved, will be
given sufficient priority to entitle the Company to obtain gas in adequate quantities. The Company
cannot at this time anticipate the final outcome of such proceedings or the overall impact thereof upon
the operation of its units served by Umited

In an attempt to obtain gas to offset the eftect of existing gas curtailment, the Company has been
able to purchase gas on a temporary, and for the most part, interruptible basis from Monterey Pipe-
line Company, Texaco, Inc. and Sugar Bowl Industrial Gas Corporation; however, the Company expects
that such supply from Texaco and Sugar Bowl will probably not continue to be available after mid-1974
The Company has to date been unable to contract for a long-term supply of gas to replace that curtailed
and expects to continue to attempt to purchase gas on a short-term basis when available
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Because of the gas supply problem, the Company has adapted its new Willow Glen Unit No. 4, to
a continuous oil burning as well as gas burning capability. After delay caused by the adaptation of this
Unit, it went into commercial operation in mid-1973. The cost of buth the adaptation and the construc-
tion of oil supply facilities for this Unit was approximately $16.7 million. Such oil supply facilities are
also being used for other units at such station. The Company does not presently expect that additional
emission control facilities for this Unit will be required. However, environmental regulations as to
ambient air standards may necessitate additional expenditures of approximately $4.3 millon for such
facilities as early a8 1975 This amount is not included in the Company's construction ,.ogram. The
Company has contracted for the supply of low sulfur No 6 fuel oil for this Unit through June, 1974,
and thereafter expects to purchase add tional supplies when available on the market.

Because the Company expects that it may not be able to obtain from United or other sources a
relisble supply of gas sufficient to satisfy the long-term requirements of the stations presently supplied
by United, the Company has initiated a program to adapt all seven of its gas-fired units (with appro-
priate emission control equipment) now served by United to enable them to have & continuous il burning
and gas burning capability. The cost of such program is estimated to be in excess of $75 million,
including costs for environmentsl cottrol and other related facilities. Fuel supply facilities incidental
to such conversion are expecied tv cost an additional $16.9 million. It is estimated that the earliest this
program can be completed is January 1, 1977, If such adaptation requires tims bevond the date for
termination of United's gas service, should the FPC ultimately so order, the Company would seek from
the FPC an extension of the time for such termination. The Company presently expects, through such
an extension or by obtaining alternate sources of fuel or power, to be able to meet its ¢'sctric service
requirements, but cannet at this time be assured of the success of its efforts to do so. The Company has
not yet been able to obtain long-term contracts for supply of No. 6 or other residual fuel oil to supply the

existing plants which are being converted 1o continuous oil burning capability or future plants planned
to have such capability. .

The Company has been using and expects in the future to make use of alternate sources of power
and fuel. The Company has used power from other parts of its system and has several inter-connections
with outside utilities. The Company is continuing to explore the purchase of gas from other sources,
and has maintained the capability of storing and using No. 2 fuel oil for short periods. The Campany
has contracted for a limited supply of Ne. 2 fuel 0il from Exxon Company, U. 8. A, through February 15,
1979 and, within the limits of available stotage, is puschasing additional supplies of No. 2 fuel oil as
available on the market. It has already been necessary zt times to burn substantial quantities of No, 2
fuel oil in conjunction with gas to meet load demand, and the Company presently expects increasing
need to burn such oil to meet load demand.

For the period February through April, 1974, the Company estimates that it might produce as
much as 30% cf its total kilowatt hour demand by burning No. 6 and No. 2 fuel oil, depending primarily
on the level of curtailment from United and the availability of gas on an interruptible hasis. The
Company's ability to obtain such fuel oil in the future devends in part on allocation and rationing
rules recently promulgated by the Federal Energy Offic

Pursuant to the Emergency Petroleum Allocation Act of 1973, the Federal Energy Office (FEO)
has issued Petroleum Allocation Regulations providing for allocation of fuel oil. Under such regulations
monthly allocations of No. 6 fuel oil will be made o each electric utility including the Company. Each
supplier of a utility will be notified of the volume which that supplier must supply each utility for the
following month. There is no assurance that the FEO will set a monthly allocation which meets the current
requirements of the Company, or that any such supplier will have sufficient quantities of residual oil to
satisfy such allocation. With respect to No. 2 fuel oil (middle distillate), regulations provide that until
such time as the FEO undertakes to set allocations of distillate for each utility on an individual basis in
the same manner as initially established for residual oil, each utility is entitled to an allocation level equal
to 100 percent of its base period volume, which base period volume is the amount used in the equivalent
month of 1972. The quantities of No. 2 fuel oil used by the Company during 1972 were extremely small
A special provision of the regulations allows utilities which have lost a substantial supply of natural
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gus &8 a result of & curtailment plan approved by a federal agency such as the FPC to request a special
monthly allotment equivalent on a Btu basis to the quantity of natural gas so denied. However, this
right is based upon the utility being classified as a “new customer” within the meaning of the regulations
with respect to such amounts. The Company appears to be entitled to this special allocation because
of the United curteilment, but will reslize the advantage only if it can find a supplier who is willing to
accept the Company as & new wholesale purchaser or have the FEO assign a supplier with respect to
this additional allotment and such new supplier has the fuel oil available to meet such aliotment.

The Company's wholly-owned subsidiary, Varibus Corporation (“Varibus”), is procuring and
supplying & portion of the fuel oil required by the Company and it lovolved ia severel programs
to prospect for and develop fossil fuel resources. Such progrins are spetulative in nature and
may not produce any new fuel sourcci, Activity is in preliminary stages, and to date, only minor
reserves have been proved and no production commenced. Through December, 1973, Varibus has
invested approximately $4 million in such programs, including acquisition of an undivided interest
in leases on approximately 400,000 acres. Also, Varibus and two other investor-owned electric utilities
are negotiating long-term arrangements intended to assure a sufficient supply of fuel oil from Saudi
Arsbia. Such arrangements would include construction of refining and transportition facilities. Since
negotiations are at a preliminary stage, no assurance can be given that arrangements will be successfully
concluded. At the present tiine Varibus is committed only to share in certein relatively minor costs of
developing such plans

To date, there has been no reduction ur interruption in service to the Company's customers becuuse
of fuel supply shortages. However, the ability of the Compaay to avoid interruptions and curtailments
in the future will depend upon the success of its efforts to continue to obtain necessary gas and fuel oil
to supplement its curtailed gas supply under tight market conditions and new governmental allocation
programs,

From December, 1970 to December, 1973, the average cost of fuel on a svstem-wide basis has risen
from 20.43¢ to 57.97¢ per million Btu. The alternative sources of power and fuel discussed above are
expected to result in higher costs to the Company, which costs cannot now be determined. In addition,
the price of gas sold to the Company by United may be increased as a result of the court proceedings
referred to above. The Company's rate schedules and contracts, covering all kilowatt-hcur sales, contain
fuel adjustment provisions to recover the increased fuel costa.

When the Company converts its equipment to be able to permanently use oii as fuel, such equipment
is expected to need more maintenance, repair, and restorative work than as presently operated. In
addition, the Company may experience more problems with air pallution in using oil and coal as fuel
than it presently has using gas. See “Regulation—Environmental Mauters.”

On September 28, 1971, the Louisiana Public Service Commission issued an order to United, fol-
lowed on September 30, 1971, by an order to all pipeline companies operating in Louisiana and subject
to its jurisdiction, instituting an investigation and requiring production of extensive infosmation concern.
ing gas supply and transmission and ordering no further commingling of intrastate and interstate gas
withcat Commission authorization. The Company is presently unable to anticipate the effect, if anv,
such proceedings may have on the price or quantity of gas available to it.

Future Generating Plants

The Company currently plans to construct four nuclear fueled units with an aggregate capability of
approximately 3,740,000 kilowatts. Two of such units will be located on the Mississippi River north
of Baton Rouge, Louisiana and two will be located in Newton County, Texas, near Toledo Bend Reser-
voir, The Company has entered into contracts relating to the constructing and equipping of such units,
and actual construction of the first nuciear fueled unit is expected to commence by mid-1975, The
total cost of the four nuclear fueled units (including fuel, allowances for funds used during con-
struction, and environmental control facilitier) is presently estimated to be approximately $1.84 billion
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(of which $26,000000 had been expended through December 31, 1973), with major expenditures
beginning in 1974. In December, 1973, the Company entered into a contract for the purchase of five

million pounds of uranium concentrates which is expected to provide the initial core for the four nuclear
units through 1983.

Construction and operation of nuclesr fueled units are subject to regulation by appropriate govern-
mental agenci s, inciuding the issuing of ytrmits and licenses by the Atomic Energy Commission (AEC).
In June, 1973, the Company applied to the AEC for construction permits for the two nuclear fueled
units to be built in Louisiana, and the Company now expects to file in the second quarter of 1974 its
application for permits to construct the two nuclear fueled units to be built in Texas. Although the
Company expects to pursue such permits and licenses diligently, there can be no assurances at this
time as 10 when such permits and licenses will be issued. 1f significant delay is experienced for any
reason in the licensing of any such nuclear units, the Company may incur substantial additional costs,
including carrying charges, additional escalation of scquisition and construction costs, and costs of
accelerating construction ot other fossil or nuclear fueled units to meet projected load prior to the
comgletion date of the then delayed nuc'ear unit. In December, 1973, the AEC issued a policy statement
to the effect that the AEC staff will take the position that no applicant for a nuclear license should
refuse to grant reasonable access to any proposed nuclear facility to smaller electric utilities, either
through joint ownership ar through rights to purcaase unit blocks of power from the nuclear facility
at prices based upon the cost of owning and operating such facility. Since the Company's four nuciear
units have been planned solely on the basis of the Company's own anticipated load requirements, should
a requirement of access be imposed upon the Company, a portion of the generation from the nuclear
units involved would be diverted from the Company's use. If such diversion affected the Company's
ability to meet its anticipated load, the Company would have to replace such diverted capacity through

additional purchases of power, acceleration of construction of other planned units, or construction of
additional units

Of the six fossil fueled units planned for const-uction in the next ten years, it is presently antici-
pated that one 580,000 kilowatt unit will be fueled with gas and have the capability to burn light oil
for short pericds; one 480,000 kilowatt unit will be fueled with gas and have a continuous oil burning
as well as gas burning capability: one 580,000 kilowatt unit will be fueled with oil and have a continuous
oil burning as well as gas burmng capability; and three units (with a combined capability of 1,620,000
kilowatts) will be fueled with coal. The total cost of the six fossil fueled units (including allowance
for funds used during construction and environmental control facilities) is presently estimated to be
approximately $735 million (of which $101 million had been expended through December 31, 1973)

The Company has contracted for a supply of fifty million tons of coal, which the Compan)
presently expects to be sufficient to fuel the first two ccal units for twenty years.

The Comnpany's tentative corstruction program in the form outlined above is subject to numerous
contingencit , including the future availability and cost of fossil fuel, and therefore there can be no

assurances as to the timing or actual specifications of generating units which will be built.

See “Regu-
lation—Environmental Matters.”

Employees

The Company has approximately 3,100 employees. Of these, about 2,300 operating personnel are
represented by the International Brotherhood of Electrical Workers under a collective bargaining

agreement which continues until July 5, 1975. Among the provisions of the agreement is a 5% wage
increase :ffective on July 14, 1974,

The Company has been advised of twenty-nine complaints filed with the Equal Employment Oppor-
tunity Commission (EEQC) alleging discrimination in certain employment, pay, and discharge practices.

These matters are in various preliminary stages and the Company's liabilities, if any, cannot reasonably
be estimated.
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Electric Rates

Effective March 15, 1973, the Louisiana Public Service Commission granted the Company an
slectric rate increase for all of its retail business in Louisiana amounting to approximately $4,400,000
on an anoual basis, after income taxes, based on 1971 business. Imgreases in retail rates were placed

in effect on June 1, 1972 in Texas amounting to approximately $3,500,000 on an annual basis, after
income taxes, hased on 1971 business.

Under effective orders of the FPC, the Company has been charging increased rates for wholesale
service to most rural electric cooperatives, municipal resale systems, and other electric corporations since
mid-1973. The Company estimates that such increase in the base rates will produce approximately
$1,800,000 at the 1973 level of use plus revenues from a fuel adjustment clause which recovers fuel costs
above a level of 2.1 mills per Kwh. Most collections of such rute increases are subject to refund pend-
ing final action by the FPC. Two wholesale customers have appealed the order of the FPC to the
United States Court of Appeals for the District of Columbia, and if such appesls should result in
reversal of the FPC orders as to such customers, approximately 74% of the increase in the base rates
couid be lost pending further FPC action or termination of the existing contracts with such customers.
Requests by the Company for increases which would produce an estimated $1,270,000 on the base rate

at the 1973 level of use are pending further action in the FPC, with a hearing now set for June 10, 1974,
and in the same Court of Appeals.

FPC Propesals

On August 6, 1971, the FPC in Docket No. R-424 issued a Notice of Proposed Rulemaking con-
taining an amendment to the procedure for accounting for interperiod differences in the tax and account:
ing treatment of items such as interest and taxes charged to construction, effective with the year 1971,
If such proposals are adopted in their present forth, the Company and numerous other electric and gas
companies similarly situated will be required to establish a aeferred tax reserve at the then current effec-
tive Federal income tax rate on the amounts of interest and taxes capitalized in the construction accounts
but deducted for Federal income tax purposes. On July 6, 1972, the FPC in Docket No. R-446 issued
a Notice of Proposed Rulemaking containing an amendment to procedures for accounting for interperiod
differences in the tax and accounting treatment of depreciation, effective with the year 1972, by expand-
ing deferred tax accounting to include the difference between book depreciation and tax depreciation.
The amounts involved in these proposals are substantial and the deduction of the amounts involved in
either proposal from net income would cause s material reduction in reported earnings per share for
1972 and subsequent vears. On February 11, 1974, the FPC issued orders in these dockets which in
general deferred for further studies the major issues of accounting for such interperiod differences.

REGULATION

The retail rates of the Company in Texas are subject to the jurisdiction of municipal authorities,
and as to all retail rates, including those in unincorporated towns and rural areas, the District Court
has authority to declare unlawful an extortionate or unreasonable rate. Texas does not iave a state
utility regulatory body with jurisdiction over the rates or issuance of securities of the Company

In Louisiana (in which state the Company is duly qualified to carry on business as a foreign
corporation ), a statute provides that the Louisiana Public Service Commission shall have jurisdiction over
the retail rates and services of public utility companies. There is some question, in view of certain provi
sions in the Louisiana Constitution giving such jurisdiction to some municipalities, as to whether the
aforesaid statute is constitutional as applied to such municipalities. In the opinion of the Company's
counsel neither the Louisiana Public Service Commission nor any other governmental authority in the
State of Louisiana has any jurisdiction over the issuance of securities by the Company,
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The Company is not subject to the Public Utility Holding Company Act of 1935.

In certain of its activities, including its wholesale sales of electric energy in interstate commerce and
the rates therefor, transmission of electric energy in interstate commerce, and the issuance and sale of
the securities covered by this Prospectus, the Company is subject to the jurisdiction of the Federal
Power Commission (FPC). At present, the rates of the Company, as a public utility, are exempt from
price control under Phase I'V of the Federal Economic Stabilization Program.

The Cities of Lafayette and Plaquemine, Louisiana (the Cities), joined by Dow Chemical Company
in several of the proceedings, have intervened in numercus FPC proceedings since 1970 in which the
Company has applied for authorization or approval to conduct its short-term financing, to issue various
secarities, and to enter into interconnection agreements with Cajun (see “Business—Operations”).
In each proceeding the FPC has granted the authority or approval sought by the Company, but in
response to the various allegations by the intervenors of anticompetitive conduct by the Company in
Louisiana, the FPC ordered an investigation of such charges. Such investigation was staved pending
certain appeals taken by the Company, and although such appeals have now been ehausted, the iavestiga-
tion remains under stay order at this time. On December 27, 1972, Dow moved to withdraw from such
investigative proceeding, but the FPC has not acted thereon. As to the Cities, see below.

On July 24, 1973, Cajun and the Cities filed separate actions in United States District Courts in the
Eastern District of Louisiana, against the Company and other adjoining investor-owned electric utilities,
seeking treble damages and injunctive relief, alleging various anticompetilive activities in Louisiana.

In connection with the letter of intent entered into with Cajun in December, 1973, regarding mutusl
consideration of additional coordination (see “Business—Operations”), on January 9, 1974, Cajun
executed a release and covenant not to sue wherein it released the Company from any claims based upon
acts or omissions alleged to be anticomppetitive in nature occurring prior to such date and covenanted not to
sue or seek any relief before the FPC or AEC based upon any such prior acts or omissions. Pursuant
to such release, the civil action by Cajun described above was dismissed as to the Company on February
22, 1974, Further, in connection with the power interconnection agreements reached with Lafayette and
Plaquemine (see “Business—Operations”), on January 8 1974, both Cities entered into agreements to
release the Company from claims for any such prior acts or omissions, to Jismiss as to the Cumpany
their civil actions described above, to withdraw their interventions now pending in the various FPC
proceedings described above, and to refrain from intervening in AEC proceedings of the Company based
on any such prior  acts or omissions. Such agreements by the Cities are, however, contingent upon
acceptance by the FPC of the respective power interconnection agreements entered into by the Company
with them without imposition by the FPC of conditions unacceptable either to the respective City or to
the Company. Such agreements have been hied and are pending before the FPC at this time,

In March, 1971, the United States Department of Justice issued Civil Investigative Demands
demasiding that the Company and certain other electric utility companies in Louisiana preduce certain
documen:ts in the course of an inquiry as to whether such companies may have been violating antitrust
laws. Wkile preserving certain objections through motions filed in a U. 8. District Court in Louisiana,
the Company has attempted to reach agreement with the Department of Justice regarding the scope of
such inquiry, and has been voluntarily supplying certain documents demanded by such department. A
hearing in such proceeding has resulted in an order requiring the Cownpany to deliver certain documents
and upholding the Company's right not to deliver others. No suit has been filed by the government
alleging violations of the antitrust laws. Matters principally under investigation appear to include
activities involving Cajun and some of such companies. In consultation with the Justice Department and
the staff of the AEC relative to the Company's application for permits to construct nuclear gencrating
units, the Company has been unofficially advised that if satisfactory agreements can be reached with the
Company regarding competitive issues raised in the antitrust review required with respect to all permit
applications, further need for the Justice Department to pursue its investigation or to file suit based
upon alleged prior conduct will be unlikely




Pursuant to Section 204 of the Federal Power Act, the Company must have FPC approval to make
short-tertn borrowings in excess of 5% of the sum of (i) the par value of outstanding preferred stock and
(i) the market value on the date of issue of other securities outstanding. Under an existing FPC
order, the Company has authority to issue short-term ncies vith maturities no later than December 31,
1975 in the form of commercial paper or notes to banks up to an aggregate amount of §125 million at any
one time outstanding. The Company has requested that such authority not be reduced upon authoriza:
tion by the FPC of the New Bonds. The Company's bank credit arrangements were increased in
February, 1974 to a level sufficient to permit short-term borrowings of approximately $117 million.

Environmental Matters

. The application of Federal and State restrictions to protect the environment involves or may involve
review, certification or issuance of perimts by various State or Federal authorities (including the Admin-
istrator of the Environmental Protection Agency (“EPA”) and the Corps of Engineers) with respect
to construction of new facilities or medification of existing facilities and with respect to initia! or con-
tinued operation of facilities. The Company believes that it is in substantial compliance with ull presently
applicable requirements, and is not involved i pending proceedings and does not know of any threatened
proceeding in which the Company is or will be charged with materie! violation of such requirements,
However, environmental restrictions, particularly in regard to emissions into the air and water, thermal
mixing zones and water amperature variations, as well as prospective application of the so-called “non-
degradation” theory recentl; involved in the case of Fri v. Sierva Club (formerly captioned Sierva Club
v. Ruchelshaws), may limit, prevent or substantially increase the cost of operations of the Company's
generating installations and may in the future require substantial investmenis in new equipment &t
existing installations and cause delay in operation and substantial increases in the cost of proposed
new facilities. (See “Fuel Supply” and “Future Generating Plants” under “Business”.) The Compan)
has no reason to believe that the capital expenditures and operating costs incurred in response 10
environmental considerations will not be fully allowable for rate-making purposes. However, “therc
can be no assurance that this will be the case. Other than the emission control facilities necessary to
meet emission regulations applicable to generating units in Louisiana which are being adapted to a
continuous oil burning capability (see “Business Fuel Supply”), the Company is not immediately faced
with significant expenditures for environmental control facilities at its present units However, sub

stantial portions of the Company's construction program are expected to be for environmental control
facilities.




GULF STATES UTILITIES COMPANY

STATEMENTS OF INCOME

The followin 3 statements of income for the years 1969 through 1973 have been examined by Coopers &
Lybnnd independent certified public accountants, whose report appears hereinafter. The statements should be read
in conjunction with the other financial statements and related notes included in this Prospectus.

Yoars Ended December 31,
1973 1972 1971 1870 1969

Operating revenues :
Eire ric : b hadd Lol : 262604730 218766007  $190,584.607  $175.319.003  $164 486,585
Steam producu iy e 18,680 486 14971642 13,748,515 13,463,081 13,305,245
RS e i 7,236,781 6,271,980 5,927,590 5820244 5,347 928

Total operating revenues . .......... 288,621,006 240,009 629 210,257 8G2 194,602 418 183,130,758

Operating expenses and taxes (Notes G and H) ¢
Fue! and purchased power (Note 2) ........... 87,699,702 52,835,384 40,539 430 37433878 36,136,113
Other operations e 32,994,520 30,452 945 29813,119 29,335,854 26,349 424
Maintenance . ... 24 13515232 10,575,336 11,390,241 10,839,°86 9,076,923
Depreciation (Note '\) SRR SIS AR D 35,783,667 33,606,217 29,905,528 25,801,337 23,275,683
Amortization of property loss S50 H6h 135,613 542 449
Taxes (Note A) (Note 1)

Federal income:
Current e e 21,477 821 22,488,789 16,627,586 14,185,388 18 666,680

Deferredenet ... .. 6,454 404 770741 4,921,760 4,600,452 4,183,722
[nvestment credit:

Deferred ........ 1,361,369 1,800 068 1,916,906 1,560 432 ¢ 438 868
Amortization ol pnot ynn de(e'

ments . ... . {788,586) (517,3M) (450 669) (386,962) 2B54M)
State income :

Current o 680,004 1,097,039 1,043,701 1,021,060 662,449
Deferred—net ......... e A4 206,024 277,335 74,503

Other than incomsz . " : 18,227 880 17,216,987 14,869,655 13,335,868 12,819,143

Total operating expenses and taxes 217,652,037 175,610,477 150,651,769 139,861,512 133,866,010

Operating income . .. .. 70,968 969 64,399,152 §9,606,033 54,740,906 49,273,748

Allowance for funds und dunn' eomtmcnon (Note 4) 10,068,523 8,724 829 6,896,475 8,846,362 6,049,508

Other income and deductions—net (Note 3) 639,657 (1,245) 30,.228) 49,821 (17.973)

Income before interest charges 81,677,'49 73,122,736 66,472,280

Interest charges

Interest on long-term debt .. ..... .. 28,543,186 26,968,770 24,685 457 21,720,614

Amortization of premum. discount, md expme

on debt (Note A) . ... (25,270) (31,773) (38,070) (46.981) 55.511)

Other uiterest expense R 2,982,037 1,018,103 2815655 2,965,046 2,973,791

Total interest charges . 31,496,953 27,955,100 27 463,042 24,638,679

Net income (Note 6) ‘ 50,177,196 45,167,636

Preferred dividend requirements kst 6,730,000 4,649 950

63,637,089 $3.308, "‘U

5477

20,593,757
39,009,238 38,998,410 34,711,523
4,084,000 4,084,000 4,084,000
Income applicabie to common stock . cienneee $ 43447106 $ 40517686 § 34925238 § 34914410 b 30,627,523
Common dividends ...........cocooviviiiiiiinn, $ 28102061  §$26560221 § 5000221 § 2740081 § 20818488
Average common shares oummdm( rypren 25,547 328 2?,54:',,1_5 CDBN000] 23430081 ~ 22 147 108

Earnings per average common share ................ $1.70 $1.50 $1.46 $149 $1.38
Dividends per common share ............ $1.10 $104 ] $ 8 %4

Ratio of Earnings to Fixed Charges (Note §5) ..... 34 L J a6
Pro forma Rmo of Earmngn w0 F:nd Ctnrga =
(Note §) ... .. 2.66

() Denotes red figure.

The notes to the financial statements and the notes on the following pages are integral par

of this statement.
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GULF STATES UTILITIES COMPANY
NOTES TO STATEMENTS OF INCOME

(1) Federal income tax provisions for 1973 are less than the amount obtained by using the 48%
statutory rate primarily due to the following:

1973

Statutory rate

Decrease:
Excess of allowable tax depreciation and amortization over hook amounts (9.4)
Capitalized costs on books, expensisd for income taxes:

Taxes, pensions and thrift plan . (1.6)
Allowance for funds used during construction (6.1)
Investment tax cradits ... . (1.7)

(20)

27.2%
===

(2) See “Fuel Supply” for increases in cost of “Fuel and purchased power"” during 1973

(3) As of Junuary 1, 1973, in compliance with Federal Power Commission Order No. 469, the
Company adopted the equity method of accounting for its investments in Varibus Corporation, a wholly-
owned subsidiary. The cumulative effect of the change to January 1, 1973 of $143,70€ has been charged
to retained eamings. Since the effect of the change on years prior to 1973 is not material, the statements

of income for such prior years have not been restated. The undistributed earnings for 1973 of §140,937
i¢ included in Other Income and Deductions

(4) During the period January 1, 196% to December 31, 1973, the Company changed interest rates
employed for the accrual for the Allowance for Funds Used During Construction (“ADC") as follows

Effective in 1973—8% to 74 % per annum
Effective in 1971—=7%4% to 8% per annum
Effective in 1970—6'4% w0 74% per annum

These changes decreased net income $671,000 in 1973 and increased net income for 1971 and 1970 by.
$431,000 and $1,180,000, respectively.

Construction funds used are assumed to have been derived from capital sources in the same pro-
portions as the average capitalization ratios for the respective ycars. On this basis the ADC attributable
to funds provided by common equity amounted to 12.9%, 13.7%, 12.1%, 15.1%, and 12.2%

¢ of Income
Available for Common Stock for the years 1973, 1972, 1971, 1970, and 1969, respectively. The amount

of ADC varied from year to year depending principally upon the level of construction in progress
and the cost of capital, thereby affecting the relationship between such allowance and net income.

(5) The ratio of earnings to fixed charges, i.e., the number of times fixed charges are covered by
earnings, is determined by using as earnings the net income before income taxes, deferred income taxes,

investment tax credits and fixed charges, Fixed charges consist of all interest charges, amortization of
premium, discount, and expense on debt and one-third of all rentals charged to income.

The pro forma ratio of earnings to fixed charges for the twelve months ending December 31, 1973,
is 2.66 giving effect to the annual interest on the New Donds (at an assugped interest rate of 814%); on

$50,000,000 of 814% Bonds issued in August, 1973, the annual interest on $50,000,000 short-term notes
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GULF STATES UTILITIES COMPANY

NOTES TO THE STATEMENTE OF INCOME~(Continued)

expected to be outstanding after application of the proceeds from the sale of the New Bonds, and to the
elimination of interest charges during such period on all short-term notes replaced by securities issued
during the period. A difference of 4% in the actual interest rate from the assumed rate on the New
Bonds would change the ratioc of earnings to fixed charges by approximately 0048,

(6) See “Business—Electric Rates” for rute increases placed in effect on June 1, 1972, March 15,
1973 and August 13, 1973,

The Statemengs of Income reflects the results of past operations and is not intended as any repre-
sentation as to results of operations for any future period. Future operations will necessarily be affected
by various and diverse factors and developments including possible changes in electric rates, business
activity, taxes, labor contracts, fuel costs, environmental expenditures, the effects of various electricity
conservation programs, and other matters, the nature and effect of which cannot now be determined.

Operating revenues, income apylicable to common stock, and eamings per average common share
for the twelve months ended February 28, 1974, amounted to $300,095,000, $43 000 and $1.70
respectively. These amounts are unaudited, but, in the opinion of the Company, reflect al! adjustments,
consisting only of normal accruals, necessary for a fair statement thereof.




GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES

Years Ended December 31,
1972 1971 1970

Eigorwic anp Steam Propucts
Number of customers :
Residential REREEE S CwR 330416 319,325 313,661
Commercial ... . ok 40,171 30,251 38,907
Industrial , kb eranbhierd 5,320 4,466 4.39%
Ot .. PEERE . 1,320 1,324 1,271
77,227 364,366 358,238

Caratriery, Loap Axp Resieves (kilowatts)
Generating capability at time of k load(1) 4,155,000 3,625,000 3,045,000
Capability purchased from Sam Rayburn and
oledo Bend Dams and Cajun Electric Coop-
erative, Inc. without reserves P { OF, 000 o8 000 98,000

Total capability at time of peak load ......... 4,253,000 3,722 600 1,143,000

Peak load including interruptible load (1) ... ' 3,285,000 3,039 400 2.850,600
Plus - Power sales with reserves to ather
utility systems sabd
Less 2
Interruptible load at time of peak load 28,800 39,800 30,600 37,600
Purchased power with reserves includ- :
ing TVA diversity interchange 215,000 215,000 215,000 215,000 215,000
Load for which reserves are provided : 3,546,500 3,347 900 3,129.400 2 886 800 2685 600

Capability in excess of 1oad ......o0000icvens 1,185,500 1,011,100 1,113,600 836,200
Less Scheduled maintenance at time of peak
load

100,000 100.000 50,000

457 400

176,000 246,000
Reserve capability 1,185,500 1,011,100 937 600 590,200 457 400

e e w ey
b e == TEDETTRIAN

Percent reserves 13 30 » 2 17

Maximum demand stnm“mlbd-'-.M ﬁoundn per
hour ‘ .

Oumut—nﬂ-~kirhn (thousands ) :

Cenerated “ . cevesenenens 21890507 21281658 20643077 19,200 514 17,337 206
Purchased and interchanged WL 917 992 §16.578 (990.059)  (1,000,239) (249,426)

3,589 3,300 3,193 33N 3,143

Total SRk b A T 22808400 21801233 10633018 1823027 17087870

Sales of electric energy-—kilowait-hours (thou-
sands)

Residential 3 730,837 3,546 388
Commercial 2,579,961 2,380,471
Industrial ok . e 10415 086
Steam products AU BEAAY S A 880, 2,602,921
Other sales - el : 5108 1,710,249

N

2,665 542
1,782,460
8,008,288
2,364 660
1,222,307

16,133,254
24,304

H32ZY
S Eeba

Y e N

¥ E8228

Total Sales ............ 21,712, 20,664,982 18,522,219

Stenm sales—millions of pounds . .. : 24,543 23,043
Electric line—pole miles:
Transmission (69,000 volts and over) 3 64l 3,589
Distribution (34,500 volte and under) 5,37 15,019 14,655
Underground construction—miles of route y 480
Average annual use per customer:
Residential
Kilowatt-hours L ‘. ( 57 0645
Revenue per kilowatt-hour—cents : 2 223 219
Commercial

—
e
3
-

¥
-
o
14

s
T
%

3,085
14,015
349

-

Kilowatt-hours . 62120 §3,278
Revenue per kilowatt-hour-—cents 216 196 193
Indu strial

49 201 46,108
195 190

Kilowatt-hours ‘ 1,810,542 1,740 058 1,840 440 1,080 RRO 1,801,220
73 7

Revenue per kilowatt-hour~-cents . .. X 78 73 3

i

(1) Excludes load served by and capability of the 76,000 kilowatt steam-electric installation main-
tained and operated by the Industrial Chemicals Division of Allied Chemical Corporation.
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GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUIS~(Continued)

Yoars Ended December 21,
1973 1972 1971 1970

70,597 69,124 67,322

Output=M cu. ft. of natural gas purchased | . 9,502,531 9,060,473 8,788,881 9,607,794
9,114,942 84410612 8,585,412 9,200,457

83,284 85,237 97,483

o 949 937

§ 01355021 § 79021925 § 6B727.248 § A3463435 ¢ 59820744

55658876  46,509660 40898786 37,501,242 35433808

W231,146 77941110 68322257  63,3935%4 59367304

15,777,138 12073611 10829047 10,547,052 10,510,620

14229267 13132964 11223230 10,321,501 9,460,839

276,251,448 228760270 200,000,568 185,226,824 174,595,316

Other electric and steam products revenue 3175407 3,011,430 2,374 49 1,609,196 1,227 423
1,957,370 1,956,949 1,954,695 1,946,154 1,969,091

Tota! electric and stesen products 281,384,225 233737640 204330212 188,782,174 177,791,830

4979121 4,382,289 4,253,967 4,332,508 3,930,360

2,198,738 1,801,738 1,634,856 1,487,226 1,416,666

7,177 859 6,184,024 5,888 822 5,819,734 5,347 026

5892 87,95 38,767 510 899

7,236,781 6,271,980 §,927,5%0 5,820,244 5,347 925

Toral OPERATING REVENUES ......oovvvivns ceens S288621006 $240,009629 $210,257,802 $194 602418 $183,139,755

m‘c AND Smn Pmcn OM‘HIG Rm PR eSS o ————— Rl
974 2 970 97.1
26 28 3.0 29

Gas Ormaanineg Revenuves--9% or ToraL




DESCRIPTION OF NEW BONDS
General

The New Bonds are to be issued under and secured by the Company's Indenture of Mortgage dated

; September 1, 1926, as supplemented and modified by supplemental indentures thereto, including a Thirty-

second Supplemental Indenture to be dated as of the dale of the New Bonds (said Indenture of Mortgage

as 80 supplemented and modified being hereinafter called the “Indenture”), under which Manufacturers

i Hanover Trust Company is Trustee (hereinafter under this caption zalled the “Trustee”). A copy of the

[ Indenture is filed with the Registration Statement as an Exhibit. The bonds of all series which may be
! issued under the Indenture are hereinafter under this caption referred to as the “Bonds".

The statements herein concerning the New Bonds and certain provisions of the Indenture are merely
an outline and do not purport to be complete. They are qualified in their entirety by reference to the
Indenture for complete statements and for the definitions of various terms and phrases, including those in
italics. Whenever particular Articles, Sections and other subdivisions are referred to, such Articles,

Sections and other subdivisions refer to the Seventh Supplemental Indenture, dated as of May 1, 1946,
unless otherwise indicated.

The New Bonds are to be dated as of the first day of the month in which they are issued (“the date of
the New Bonds"), are to mature thirty years from such date, and will bear interest at the rate set forth in
the title theresf, payable semiannually beginning six months from the date of the New Bonds to
bondholders of record on the tenth day prior to the interest payment date. Principal and interest are to be

payable at the corporate trust office of Manufacturers Hanover Trust Company, Trustee, in New York,
New York

The New Bonds will be fully registered bonds without coupons. New Bonds will be exchangeable for
other New Bonds in equal aggregate principsl amounts. While the Indenture provides that the Company
may make a charge of up to $2 per bond 'n connection with exchanges and transfers, it is not its present
intention to do so with regard to the New Bonds.

i Sinking and Improvement Fund

The sinking and improvement fund payments, beginning April 30, 1975, and continuing to and
including April 30, 2003, are 1.2% per vear of the greatest amount of New Bonds outstanding prior to
‘ March 15th of such year less certain New Bonds retired (if $1,000,000 or more thereof have been
¥ retired). Payments may be made in cash, principal amount of New Bonds, or by credit of New Bonds

previously redeemed under certain circumstances, or gvaslable nef additions or certain gross property

addisions taken in each case at 60% of the amount thereof., Cash in the sinking fund shall be applied to

the redemption of New Bonds at the applicable special redemption prices. Similar, but not identical,
: provisions are made with regard to Bonds of other series outstanding. As long as any New Donds are
outstanding, Bonds retired for *he various sinking and improvement funds cannot be used as the basis for
i the issue of additional Donds, the release of properties, or the withdrawal of cash from the trust estate.
‘ (Section 4.03. Also Section 1.03 of the Thirty-second Supplemental Indenture.)

Maintenance and Replacement Fund

The Company will pay or deliver to the Trus.ee oi, or before April 1 in each year, an amount in cash,
Bonds, or refundable indebtedness equal to the i mount of the minimum provision for depreciation (15%
of operating revenues less the cost of gas and elec. ~ity purchased for resale and certain other deductions,
after deducting from such 15% the amount expended for maintenance and repairs) for the preceding
calendar year, less certain credits for property additions, debt retirements and waivers of the right to
authentication of Bonds. The Company may a: any time substitute such cash or credits, one for another,
on similar bases. The Company may also have any of such cash applied to the redemption or purchase of

londs cr refundoble indebtedness. As long as any New Bonds are cutstanding, no Donds or refundable
indebtedness so redeemed or purchased may be used as the basis for the issue of additional Bounds, the
release of propdrties or the withdrawal of cash from the trust estate unless and until requisite cash or
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property additions shall have been substituted therefor. (Section 4.04. Also Section 1.04 of the Thirty-
second Supplemental Indewture.)

Security

In the opinion of counsel for the Company, the New Bonds will be secured, equally and ratably with
all other Bonds issued and outstanding under the Indenture, by a valid and direct first mortgage on all the
principal properties of the Company (except as stated below ), subjec: only to the prior lien of the Trustee
for its compensation, expenses and liability, to such easements, leases, contracts, covenants, liens and other
encumbrances and defects as are customarily encountered in comparable utility systems ard are not of a
character to interfere materially with the use and operation of such properties, current taxes and other
liens or encumbrances which are of a minor nature and which do not secure the payment of money, and
to permitied emcumbrances on the Company's bondable property, franchises and permits.

There are excepted from the lien of the Indenture bills, notes, accounts receivable, etc., and cash,
contracts, shares of stock, bonds, and notes, other evidences of indebtedness and other securities, and
other choses in action; merchandise held for sale; materials and supplies; fuel; aircraft, automobiles and
trucks, etc.; oil, gas, and other minerals underlying mortgaged lands; office furniture, equipment and
supplies; and certain other properties. (Granting Clauses of the Indenture.)

The Indenture permite the Company to acquire bondable property subject to prior liens. The
Indenture provides for subjection to the lien thereof of all property which the Company may acquire
after the date of the Indentuie except property of the character expressly excepted and subject to certain
limitations in cases of merger and consolidations. (Sections 9.06 and 9.12 and Article Fourteen.)

Property Subject to Prior Liens

Property subject to any prior liem cannot constitute property additions for use as a basis for action
or credit under the Indenture unless such lien is established as a refwndable lien and (1) the principal
amount of the outstanding indebtedness secured by such prior lien will not exceed 60% of the amount of

the property subject thereto, (2) the total principal amount of prior lien indebtedness to be outstanding
will not exceed 15% of the total principal amount of Bonds then outstanding and Bonds which the
Company would then be entitled to have authenticated and delivered, and (3) the principal amount of

prior liem indebtedress being established as refundable will not exceed 60% of available net additions
(Section 2.01).

Izeuance of Additional Bonds

Additional Bonds ranking equally and ratably with the New Bonds may be issued under the
Indenture, subject to the limitation that the aggregate principal amount of Bonds at any one time
outstanding sha'! not exceed $1,000,000,000. Such additional Bonds may be authenticated and delivered
(1) to an aggregate principal amount not exceeding 60% of awuilable net additions (Section 5.04), (2)
against the deposit of cash with the Trustee (Section 5.05), and (3) against the retirement of Bonds
and/or refundable indebtedness (Section £.06). Cash deposited with the Trustee pursuant to (2) above
may be withdrawn to the extent of 60% of available net additions or 100% of available retirements of

Bonds, or refundable indebtedness (Sections 8.02 and 8.03). The New Bonds will be issued against
avoslable met additions.

At Decemher 31, 1973 the Company had approximately $224,250,000 of cvailable net additions,
entithiag it to issue $134,550,000 principal amount of Bonds on the basis of guailoble net additions and
none on the basis of retirement of Bonds or refundable indebtedness.

As a condition to the authentication and delivery of additional Bonds, except against retirements of
Bonds or refundoble indebtedness in certain cases, met earnings available for interest for twelve consecu-
tive months out of the preceding fifteen months must have been at least twice the aggregate amount of

the annual interest charges upon the outstanding Donds, the Bonds then applied for, and any indebtedness
1 be outstanding secured by prior liens (Section 1.09).
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Release and Substitution of Property

Properties subject to the lien of the Indenture may be released against (1) the deposit of cash or
(within certain limits) purchase money obligations and, in certain cases, governmental or municipal
obligations ( Section 7.04); (2) the deposit of the proceeds under a prior lien; (1) available net additions;
and (4) available retirements of Bonds or refundable indebtedness ( Section 7.06), No prior notice to
bondholders is required in connection with releases but subsequent reports are required in certain cases
(Section 11.04). In the event of the sale, taking or release of substantially all of the bondable property
of the Company not subject to any non-refundable prior lien, the proceeds must be applied to the purchase
or redemption of Bonds or refundable indebtedness (Section 8.01).

covenant as to Dividends, Etc.

So long as any of the New Bonds remain outstanding, the Company wil' not declare any dividend
(other than dividends payable in Common Stock of the Company) on any shares of its Common Stock,
unless such dividend is declared to be payable within 60 days after the date of declaration thereof, and
further, it will not (a) declare any such dividend or make any other distribution on any shares of its
Common Stock, or (b) purchase or otherwise retire for a consideration (other thah in exchange for or
from the proceeds of other shares of capital stock of the Zompany) any shares of its Common Stock,
if the aggregate amount so declared, distributed or expended after December 31, 1945, would exceed the
aggregate of the net income of the Company available for divndends on its Common Stock accumulated
after December 31, 1945, 10 and including a date not earlier than the end of the second calendar month
preceding the date of declaration in the case of & dividend and the date of payment in any other case,

plus the sum of $378,000. (Section 9.10. Also Section 1.07 of the Thirty-second Supplemental
Indenture.) .

Trustee

.

The Indenture provides that if the Trustee acquires a conflicting interest, as defined, it must eliminate
such conflict or resign, and in cestain cases it is requested to share the benefit of [ayments received as a
creditor after the beginning of the fourth month prior to a default. (Sections 15.13 and 15.14.) The
Company maintains deposit accounts with and from time to time borrows funds from the Trustee. The
holders of a majority of the aggregate principal amount of the Bonds may require the Trustee to take
certain action under the Indenture, including the enforcement of the lien thereof. Before acting, among
other conditions, the Trustee may require indemrification satisfactory to it and its counsel (Section 12 20)

Defaults

An event of default is defined as: default in payment of principal; default for 30 days in payment
of interest; default for 60 days in satisfaction of sinking, improvement, maintenance, or replacement
fund obligations; default under the covenants, conditions and agreements on the part of the Company
in the Indenture for 90 days after notice by the Trustee or the hoiders of 15% of the aggregate principal
amount of the outstanding Bonds; and certain events in bankruptcy, insoivency, receivership or reorganis
zation proceedings (Section 1201). The Company is required to deliver to the Trustee each year an

officers’ certificate stating whether or not, to the best of the knowledge of the signers, any default exists
( Section 9.17).

Modification or Amendment of Indenture

The Indenture and the rights and obligations of the Company and the holders of the Bonds and
coupons may be modified with the consent of the holders of not less than 75% in principal amount of the
outstanding Bonds, including not less than 60% of ecach series affected, but no such modification shall
(1) extend the maturity of any of the Bonds or reduce the rate or extend the time of payment of interest
thereon or reduce the amount of principal thereof, or reduce any premium payable on the redemption
thereof, without the consent of the holder of each Bond affected; or (2) permit the creation of any lien,
not otherwise permitted, prior to or on a parity with the lien of “he Indenture, without the consent of the
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holders of all of the Bonds then outstanding; or (3) reduce the percentage of holders of Bonde required
to approve any such supplemental indenture, without the consent of the holders of all of the Bonds thex
outstanding (Sections 18.02-18.06).

Redemption Provisions

The New Bonds will be redeemable at the option of the Company as a whole at any time or in part
from time to time upon thirty days' notice, at the applicable redemption price set forth below, with
interest accrued to the redemption date; provided that no New Bonds shall be redeemed at the Regular
Redemption Prices prior to March 1, 1979 with borrowed funds, or in anticipation of funds to be
borrowed, having an effective interest zost (calculated in accordance with generally accepted financing
practices) of less than 8.625% per annum. The Regular Redemption Prices apply to 2ll redemptions
except in the following cases to which the Special Redemption Prices are applicable: (a) redemptions for
the Sinking and Improvement Fund for the New Bonds, (b) redemptions by application of cash in the
Maintenance and Replacement Fund or from certain other moneys held under the Indenture (consisting
chiefly of release, condemnation award, and insurance moneys), and (¢) redemptions within 12 months
after the acquisition of a majority of the Company's Common Stogk by a governmental or cooperative
entity. If at the time notice of redemption is given (except sinking fund redemptions) the redemption
moneys are not on Jeposit with the Trustee, the redemption may be made subject to receipt by the
Trustee of such redemption moneys prior to the date designated for redemption and the notice thereof
shall be of no effect unless such moneys are so received. (Article Ten. Also Section 1.02 of the
Thirty-second Supplemental Indenture.)

See also “Release and Substicution of Property”.

Reder ption Prices of New Bonds

The redemption pricas The redemption prices
are os follows ! are as follows:

Reguiar Special Regular Special
Redemption Redemption Be Redemption Redemption
Price (%) Pries (%) Mareh Price (%) Priee (%)

108.63 100.06 104.17 100.05

108.33 100.06 103.87 100.08

108.04 © 10006 ‘ 103.57 100.04

107.74 100.06 X 103.28 100.04

107 44 100.06 a4 102.98 100.04

: ‘ 107.14 100.06 oA 102.68 100.04

1980 . i 106.85 100.06 s e 102.38 100.04
IBE i i iasasy - JOKES 100.0% LSS 102.09 100.03
1982 106.25 100.05 e i 100.03
1 e R 105.95 100.05 A 101.49 100.03
3OS .. w 105.66 100.05 AL 101.19 100.02
1985 . e 105.36 100.05 . L 100.90 100.02
i A A 10806 100.05 i . 100.60 100.02
R S O 104.76 100.05 AP 100.30 100.01
1988 .... . 104 .47 100.08 ' PR, o 100.00 100.00




REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholders of
Gurr Statis Uriuimies CoMPANY!

We have examined the balance sheet of GuLr Staes UriLities Company as of December 31, 1973,
and the related statements of income (page 12), retained earnings and changes in financial pesition for
the years 1969 through 1973. Our examination was made 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 financial statements referred to above present fairly the financial position of
Gulf States Utilities Company at December 31, 1973, and the results of its operations and changes in
financial position for the years 1969 through 1973, in conformity with generaly accepted accounting
principles applied on a consistent basis.

COOPERS & LYBRAND

Houston, Texas
February 6, 1974




GULF STATES UTILITIES COMPANY

BALANCE SHEET

ASSETS
Docember 31, 1073

Utility and other plant (including intangibles) at original cost:
Electric utility plant sssosssvenenansssse  $1,154300.258
Y §2,770 531
Gas utility plant ' ' 19,488,263 $1,225,639,052
Less: Accumulated provision for depreciation (Note A) ... 292,977 238

Total plant less accumulated provision for o
depreciation 933,661,797

Construction work in progress, at cost 154 046,224

Total utility and other plant LEL 1,087,708,021

Other property and investments:

Investment in and advances to subsidiary compam at equity
(Note A) : 20,937,376

Other property and investments, at cost 1,020,125
Total other property and investments ........ 21,977,501

Current assets:

Cash (Note B) ... 3,801,388

355,134
Accounts receivable:
28,922,504
2,077,078

Less: Accumulated provision for uncollectibles : 411,531 30,588,051

Materials and supplies (including construction materials) at
average cost ... 5,886,551

Fuel stock . .. .. 0,035,107
o T T T e e N PO RS A e ‘ 359,172
Other prepayments 1,388,209
Total currentassets ............. 51,413,612

Deferred debits

Unamortized debt discount and expense (Note Ay ......., 1,275,030

Other 1,341,072

Total deferred dubits . ... .. . e 2,616,102

$1,163,695,236

——

The accompanying notes are an integral part of the financial statements




GULF STATES UTILITIES COMPANY

BALANCE SHEET

LIABILITIES
Oecember 31, 1973

Capitalization:
wapital stork and retained earitgs:
Common stock. without par value (Note C) $ 187,579,725
Retained earnings (Note D) 154,555,840 $ 342,138,565
Pretarred stock ( Note C) _ 117,500,000
Premium on preferred stock (Note C) .........000 s 655,236
Total capital stock and retained earnings 460,290,801
Long-term debt (Note E):
First mortgage bonds §16 000,000

10,125,000 529,125,000
Total capitalization ...... ' 989,415 801

Current liabilities:

Debentures, due within one year, less amount acquired for
sinking fund purposes (Note E)

Notes payable (unsecured):
21,962,500
Commercial paper 20,482,422 42,444 022
18,981 685
2,746,178
6,117,274
8,530,485
785,526

< 3,977,531
Total current liabilities ........... SERSETR LS 83,887,598

Accounts payable, trade

Customers’ deposits

e b, RSO e e e PP, T
Interest accrued

RN BIRERE 5o ns s st usnbssss

Other .

Deferred credits:
Unamortized premium on debt (Note A)
Investment tax credit (Note A)

1,003,77
19,689,033
292,095
21,074,901
1,770,054

T 3829301
63,716, 650

Total deferred credits
Operating reserves
Contributions in aid of construction .
Accumulated deferred income taxes (Note A)
Commitments (Note F)
'$1,163,695,236

s

The accompanying notes are an integral part of the financial statements.
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GULF STATES UTILITIES COMPANY

STATEMENTS OF RETAINED EARNINGS

Years Ended December 31,
1973 1972 197 1870 1969

Balance, !+ginning of period, as previ
o\nly rmmdm. g $130,354,411 8125405946  $115489929  $103,366,168  § 93,557,123
Cunuhuve effect of change to
cquny method of accounting for in-
vestments (See Note (J) to State
ments of Income) 143,706

Balance, beginning of pericd, as mmed 139,210,705 125,405,946 115,489,929 103,366,168 93,557,133

50,177,196 45,167,636 39,000,238 38,998.410 34,711,523
189,387,901 170,573,582 154,499,167 142,364 578 128,268 656

Preferred stock (at annual rates in-
dicated below) :

$440 dividend ..............000 . 528,000 528,000 $28,000 £28,000
$4.50 divi ! 225,000 225,000 225,000 225,000
$4.40 dividend—1949 series.... ... ,000 264.000 264,000 264,007 264,000
$.20 divi 294, 294,000 294,000 294,000 294,000
4 di 222,000 222,000 222,000 222,000
$5.00 di 373,000 375,000 373,000 375,000
$5.08 divi ) 508,000 508,000 508,000 308.000
$4.52 divi 452,000 452,000 452,000 452,000
$6.08 dividend ...........000000 1,216,000 1,216,000 1,216,000 1,216,000
$7.56 dividend 363,950
Common StOCK . ...vvvvvieiiiiiiiins ! 26,569,221 25,009,22¢ 2,740,381 20,818,488
31,219,171 29,093,221 26,874,649 24,902 488
Balance, end of period (Note D) .......  $154555840  $139354,411  $125405946  $115489929  $103,366,'68

Pt EISsIm T Pre————a e = p—————

The accompanying no*es are an integral part of the financial statemen:s




GULF 8 & ui LI, COMPANY

STATEMENTS ...t v IN FINANCIAL POSITION

Years Ended December 31,
1973 1972 1971 1970 1969

Funds from Operations :
Net Income (8) ..... $ 50,177,196 § 45167636 § 39000238 § 38998410 § 34711523
Items not affecting mhn( apml
Depreciation 35,783,667 33,606,217 29,905,528 25,801,337 23,275,653
Amortization of loes on sale of property 135,613 342,449
1 6,494,404 5,777,741 4921769 4660452 4,183,722
Deferred State income tax——net 206,024 277,338 74,503
Investment tax eredit—net 572,783 1,282,734 1,406,237 3,182,470 2153434

Common stock equity componenmt of
allowance for funds used during con-
(5,590,044) (5,536,995) (4,208,574) (5,283,048) (3,740,457)

87,644,030 80,574,668 71,168,701 67,495,234 61,126,324

First mortgage bonds ................. - 50,000,000 35,000,000 60,000,000 50,000,000
Preferred stock i 35,054 985
Common stock . .... " 40,280,000 28,217,000
Notes payable 1 Sl S (30,796,362) 69255710  (29,000,688) (17,220445) 26,311,188
[ncrease in other—net (b) " Pt 9,102,785 8,365,042 5,328.919 6,607,187 4,245.781
Total funds provided .. cooo. $115050453  $193,251,305 $122,776932 $145008976  $141,683,263

A f—————g —_——— T —_——=T==
Funds for:

Gross plant additions (a) ............... $107233919 $111314414 § 91,994,125 $110,596,364 §123,327.953
Dividends .... 34,832,061 31,219,171 29,093,221 26,824,381 24,902 488
P stirement of long-term debt . ... 375,000 375,000 375,000 75,000 375,000
Investment in and advmeu to submdury

18,354,827 2,482,549

(47,500,000) 47,900,009

112,895 807 193,291,134 121,462,346 137,795,745 148,603,441
Increase (decrease) in working capital as

detailed below 3,054,646 (39,829) 1,314,586 7,303,231 (6,922,178)
$115950,453 $193,251,305 $122776932 $145,008976 $141,683.263

EEETEEETIEE  SESESSTEnE | SSSSmmEET sussssemen
e

Incresse (decrease) in
(excluding notes payable) :

Accounts receivable . $ 6144319 § 5305391 § (630462) $ 256509 § 2,129,606
Inventories ........ - 1,096,784 (610,558) 116,436 599,810 (142,1%M)
TR R S R e ST : 7,797,117 (678,347) 1,529.693 518 (3,786)

Fuel prepayments (32,652) 301,824
Other prepayments (88,433) (775,339) 85,709 169 488 404,593
(7,715,558)  (2,032,621) 1,286,864 (1,795,644)  (1,400,864)
(795,994) (472,639) 1,074,371 5,730,833 (4,747,320)
Accrued interest ,........ (1,769,518) (20,835) (468,670) (1,312419) (1,298,579)
T (1,577.419) (1,146,705) (1,679,355) 1,345,549 (1,863,634)

$ 3054646 § (39820) § 1314586 § 7303231 § (6922,178)
SIETImISLmO S

P

(a) Includes allowance for funds used during construction. See Note 4 to Statements of Income.

(b) Includes common stock equity component of allowance for funds used during construction.

The accompanying notes are an integral part of the financial statements.




GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS

(A) The major accounting policies of Gulf States Utilities Company are outlined below. These
policies are presented to assist the reader in evaluating the financial statements and other data presented
in this prospectus.

The Accounting records of the Company are maintained in accordance with the Uniform System
of Accounts prescribed by the Federal Power Commission and the Louisiana Public Service Commission,

Utility and other plant is stated at original cost whon first dedicated to public service and the amounts
shown do not purport to represent reproduction costs or current value. Costs of repairs and minor
replacements are charged to expense as incurred. The recorded cost of depreciable utility plant retired
and cost of removal, less salvage, are charged to accumulated provision for depreciation.

The capitalized cost of utility and other plant includes an allowance for the cost of funds used during
construction.

The provision for depreciation is computed using the s:raight-line method at rates which will
amortize the unrecovered cost of depreciable plant over the estimated remaining service life. The pro-
visions for depreciation for the years 1969 through 1973 were equivalent to average percentages of
depreciable plant as follows: Electric 3.2%, Steam Products 3.8% and Gas 2.9%.

The Company's investment ‘n Varibus Corporation, a wholly-owned subsidiary, is accounted for on
the equity basis. See Note (3) to Statements of Income.

No specific provision has been made for amortization of intangibles.

For income tax purposes, the Company has adopted accelerated methods of computing depreciation
for eligible property. Pursuant to regulatory commission order, amounts equal to the reductions in
income taxes arising from the use of accelerated depreciation rather than straight-line tax depreciation are
charged to income and concurrently credited to accumulated deferred income taxes. Upon expiration

of the periods of tax deferment, the amounts accumulated are used to offset the provision for income
taxes in amounts equivalent to the related increases in such taxes.

Amounts equal to the reductions in Federal income taxes resulting from investment tax credits are
charged to income and concurrently credited to deferred credits. These credits are being amoctized over
the cstimated useful ufe of the related properties.

Unamortized premium, discount and expense on bonds and debentures are being amortized ratably
over the lives of the respective issues.

(B) At December 31, 1975 the Company had agreements with several banks which terminate
December 31, 1974, providing for borrowing up to $51,080,000 at the prime commercial lending rate in
cifect from time to time without payment of a commitinent fee. The Company maintains nonsegregated
working cash balances which generally average, over the life of the agreements, approximately 109 of
the line of credit.

The weighted average interest rate uf the aggregate short-term borrowings at December 31, 1973,
08c. For the 12 months ended December 31, 1973, the maximum aggregate short-term borrowings
outstanding at any one time (notes payable to banks and to holders of commercial paper) were
$73,300,000. The average monthly short-term borrowings during the period approximated $3¢,700,000
and the average interest cost was approximately 7.19%. Average monthly short-term borrowings represent

the sum of the ending monthly borrowings outstanding divided by 12 anu the average interest rate 18
determined by dividing accrued interest during the year by this average.

was

C) Common Stock, without par value; authorized 40,000,000 shares; outstanding, 25,547,323
shares. The Company in November, 1971, sold 2,000,000 additional shares for an aggregate of
$40,280,000; and in February, 1970, sold 1,400,000 additional shares for an aggregate of 328,217,000.
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"GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS—(Continued)

Preferred Stock, $100 par, cumulative; authorized 3,000,000 shares; outstanding 1,175,000 shares as
follows:
120,000 shares $4.40 dividend, entitled upon redemption to $108 per share .... § 12,000,000
50,000 shares $4.50 dividend, entitled upon redemption to $105 per share .. .. 5,000,000
60,000 shares $4.40 dividend, 1949 series, entitied upon redemption to $103
per share 6,000,000
+70,000 shares $4.20 dividend, entitled upon redemption to $102.818 per share . . 7,000,000
50,000 shares $4.44 dividend, entitled upon redemption to $103.75 per share .. 5,000,000
75,000 shares $5.00 dividend, entitled upon redemption to $104.25 per share .. 7,500,000
100,000 shares $5.08 dividend, entitled upon redemption to $104.63 per share .. 10,000,000
100,000 shares $4.52 dividend, entitled upon redemption to $103.57 per share . 10,000,000

200,000 shares $6.08 dividend, entitled upon redem{)uon to $105.34 per share
prior to July 1, 1977, and thereafter to $103.34 per share 20,000,000

350,000 shares $7.56 dividend, entitled upon redemption to $108.36 per share
prior to September 1, 1977, then until September 1, 1982 tv $106.80
per share, then until September 1, 1987 to $1038U per share, and
thereafter to $101.80 per share

$117,500,000
’ ==
In September, 1972, the Company sold 350,000 additional shares of $7.56 Dividend Preferred Stock
" for an aggregate of $35,054 985,

The redemption and liquidation prices of all preferred stock issues, in the aggregate, were
$124 407,510 at December 31, 1973,

Premium on Preferred Stock increased $54,985 in September, 1972, as a result of the sale of 350,000
shares of $7.56 Dividend Preferred Stock, $100 par value.

No shares are reserved for officers and employees or for options, warrauts, conversions and other
rights.

(D) Certain limitations on the payment of cash dividends on common stock are contained in the
Company’s Articles of Incorporation and indentures, the most restrictive presently being that contained
in the Articles of Incorporation which provides generally that no cash dividends shall be paid except out
of earnings accumulated after May 31, 1958, plus $28,262 988, provided, however, that such dividends
are limited to 75% of “available net income” if the “common stock equity” (excluding premium on
preferred stock) falls below 25% of “total capitalization” (excluding premium on preferred stock).

Under this provision, retained earnings unrestricted as to cash dividends on common stock amounted
to $112,320,591 at December 31, 1973,

(E) First mortgage bonds comprise:

254% Series, due May 1, 1976 (excluding $1,000,000 in treasury) ... 27,000,000
3 % Series, due April 1, 1978 . 12,000,000
2% % Series, due December 1, 1979 vl : 10,000,000
23 % Series,due June 1, 1980 .........ccoieiiiiinnininian, e 13,000,000
334% Series, due November 1, 1981 MR A Rl A 10,000,000
344% Series, due December 1, 1982 10,000,000
33% Sernes, due December 1, 1933 10,000,000

414% Series, due September 1, 1986 15,000,000
4%4% Series, due October 1, 1987 17,000,000




GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS—(Continued)

4 % Series, due May 1, 1988 ... ....iiiviiiiiiiiiiiiinieiiinns $ 20,000,000
4% % Series, due January 1, 1989 ... ... 10,000,000
t 514% Series A, due December 1, 1989 ... .......vviueirerinenins 16,000,000
4%4% Senes, due July 1, 1990 ... ioiiiiiiiiiiiiiiiiiiniinn il 17,000,000
‘ 434% Series, due May 1, 1992 ............ RIEETA: AL e R P 17,000,000
5 9 Series, duv January 1, 1996 ........... T Ay A Y A 20,000,000
534% Series, due February 1, 1997 ........ ... AR T ST 35,000,000
654% Series, due February 1,)1998 .. ....coviiiiiiiiinianniniens 25,000,000
; 6% % Series A, dug October 1, R O R AR R 40,000,000
7% % Series, due March 1, 1999 ... .ivviiiiinriiinnninininnes 25,000,000
, 814% Series A, due September 1, 1999 ... ... iiiiiiiiiiiiiiin 25,000,000 ]
814% Series, due February 1, 2000 .......ovvuvirineeieaiinnnn, 30,000,000
- 774 % Series A, due December 1, 2000 .......ovvivniiiaieiiieins 30,000,000
7% 9% Series, due November 1, 2001 ........cvvviiniiniininnanss 35,000,000 \
814% Series, due August 1, 2008 .....oconvivrrnirsniannns A 50,000,000 [
$519,000,000 ?(
s

+he Company's mortgage comwains sinking fund provisions which require generally that the Company
make semi-annual cash deposits with the Trustee equivalent to 4 of 1% of the greatest aggregate principal
amount of the 1976 Series Bonds authenticated and delivered and annual cash deposits cqual to 1.2% of
the greatest aggregate principal amount of bonds subsequently zuthenticated and delivered; or in lieu
thereof in each instance, to apply property additions or reacquired bonds to that purpose. The Company
has satisfied the mortgage requirements in past years by certifying to the Trustee “available net additions”
and plans to continue such practice.

The debentures bear interest at 454% and are due October 1, 1981, The trust indenture requires
annual redemption for sinking fund purposes of $375,000 principal amount through 1980.

-----

Aggregate sinking fund requirements of bonds and debentures outstanding, for each of the five
years subsequent to December 31, 1973, are as follows:

.....................................
.....................................
.....................................

....................................

The Company's 234% Series of First Mortgage Bonds amounting to $28,000,000 are due May 1,
1976 and the Company’s 3% Series of First Mortgage Bonds amounting to $12,000,000 are due April 1,
1978. :

(F) The construction program involves expenditures of approximately $174,000,000 in 1974, See
“Construction Program”. In that connection, the Company has incurred substantial commitments for
equipment.

See “Business—Future Generating Plants” for a description of recent commitments to purchase
coal and uranium concentrates,

28



GULF STATES UTILITIES COMPANY

- NOTES TO FINANCIAL STATEMENTS—(Continued)

(G) The Company has a contributory pension plan covering all employees between the ages ol 30
and 65 years who have had one year of continuous service. The Company's policy is to fund pension
cost accrued. Since 1969 the aggregate cost actuarial method of funding the plan has been used. Under
this method, unfunded past service cost is not separately identified.

Cost of the plan charged to income and to construction and other accounts for the years 19691973

are as follows:

Charged to income . ... . :
Charged to construction and other accounts

Total

Years Ended December 31,

1973

§1,146,831
487,396

1972

$1,255.441
531,064

1971 1970

$1,277.185 $1,205,059
« 539,733 469,060

1969

$1,019.906
448 BO7

$1.634,227

$1,786,505

(H) SUPPLEMENTARY PROFIT AND L0Ss INFORMATION:

$1.816918 $1.674.119
b ]

$1,468,803

==

The amounts of maintenance, repairs and depreciation, other than those shown in the statements of
income, and the amounts of royalties, advertising costs, and research and development costs have been
omitted as each is less than one percent of totai revenue and sales. Taxes, other than federal and state
income taxes, are set forth by classes as follows:

Rzal estate and property
Gross receipts

Taxes, other than income, were also charged
to various other accounts (stores and
‘-ansportation expense clearing, construc-
tion, etc.) in the amounts of .

Rents charged to income*

* The Company's lease agreements at December 31
lease terms or to purchase the leased properties.

Years Ended December 31,

.I_QL!
$ 8,696,041
5,537,941
1,281,769
836,775
1,875,354

1972

$ 9,030,733
4,311,855
972,008
743,150
2,159,121

1971 1970

$ 8548265 § 7877807
3,908 805 3,524,568
872,905 708,979
695,043 644,464
844,637 380,047

1969

% 7,678,803
3,299,145
717 462
501,111
332,640

$18,227,880

$ 1,620,442

===
§ 1,764,255

$17,216,957

$ 808622
$ 1,803,787

$14,869,655  $13,335,863

_—==  =Urorour

$ 658843 § 614838

$12.819,163

R

_======
$ 1,774,609 $ 1,764,774

R —

, 1973 generally do not contain options to extend the

The present value, as of Dece'-“er 31, 1973, of
minimum lease commitments is less than five percent of long-term debt and shareholders’ equity. The
effect on net income if all financing leases were to be capitalized is less than three percent of the
average net income for the most recent three years and therefore is not significant.




PURCHASERS OF THE NEW BONDS

‘The Purchasers named below have severally agreed to purchase from the Company, in accordance with the
Bond Purchase Contract, the principal amounts of New Bonds set forth below opposite their respective names.

The First Boston Corporation

Salomon Brothers

Biyth Eastman Dillon & Co. lnmrpomed

Dillon, Read & "Co. Inc. :

Hayden Stone Inc. . ..

W. E. Hutton & Co

SoGen-Swiss International Corporation ..... ..
Thomson & McKinnon Auchincloss Kohimeyer Inc
Wood, Struthers & Winthrop Inc.

A E Ames & Co Incorporated i
Nomura Securities International, Inc. .. ....
Weood Gundy Incorporated .

Stone & Youngberg

Beettcher & Company

Howard, Weil, Labouisse, Frncdnchs lncorporated
McCormick & Co., Incorporated

Suplee-Mosley Inc

Scharff & Jones, Inc

The Company has agreed to indemnify the several Purchasers against certain liabilities,

liabilities under the Securities Act of 1933

Adéress

20 Exchange Place, New York, N. Y. 10005
One New York Plaza, New York, N Y. 10004
One Chase Manhattan Plaza. New York, N. Y. 10005
46 William Su:eﬂ. New York, N Y. 10005
767 Fifth Avenue, New York, N. Y 10022
14 Wall Street, New York, N Y. 10005
100 Wall Street, New York, N. Y. 10005
Two Broadway, New York, N. Y. 10004
20 Exchange Place, New York, N. Y. 10005
2 Wall Street, New York, N. Y. 10005
100 Wall Streer, New York, N Y 10003
100 Wall Street, New York, N. Y 10005
One California Street, San Francisco, California %4111
B8 Seventeenth Street, Denver, Colorado 80202
211 Carondelet Street, New Orieans, Louisiana 70130
Two First National Plaza, Chicago, lllinois 60670
1700 Market Street, Philadelphia, Pennsylvania 19103
330 One Shell Square, New Orlecans, Lousiana 70152

Total

Principel
Awmoant
B0 e —

$10,000,000
10,950,000
4,000,000
10,000,000
3,500,000
3,500,000
3,500,000
3,500,000
3,500,000
1,800,000
1,500,000
1,500,000
750,000
500,000
500,000
500,000
§00,000
300,600

$60,000,000

including certain

The Company has been advised by the Purchasers through their Representatives, The First Boston Corporation,
Salomon Drothers, Blyth Eastman Dillon & Co. Incorporated and Dillon, Read & Co. Ine,, as follows:

The Purchasers propose to make a public offering of the New Bonds at the public offering price set forth
on the cover page of the Prospectus. The Purchasers may allow to certain dealers a concession from the public

offering price of !4 of 1% of the principal amount.
a discount of '4 of 1% to certain other dealers.

concessions may be changed.

The Purchasers may allow and such dealers may reallow

After the initial public offering, the public offering price and

"he Purchasers are obligated to purchase all of the New Bonds if any are purchased. However, under certain

circumstances involving defaults by Purchasers, less than all of the New

Jonds mav be purchased




LEGAL OPINIONS

The legality of the New Bonds will be passed on by Messrs. Orgain, Bell & Tucker, Beaumont,
Texas, counsel for the Company and by Messrs. Beekman & Bogue, Five Hanover Square, New York,
N. Y, counsel for the Purchasers. All matters pertaining to conformity to Texas laws, franchises,
titles to property and the lien of the Indenture in Texas will be passed on only by Messrs. Orgain, Bell
& Tucker. All matters pertaining to conformity to Louisiana laws, to franchises, titles to property and
the'lien ot the Indenture in Louisiana east of the Atchafalaya River will be passed on only by Messrs.
Taylor, Porter, Brooks & Phillips, Baton Rouge, Louisiana. All matters pertaining to franchises, titles
to property and the lien of the Indenture in Louisiana west of the Atchafalaya River will be passed on
only by Messrs. Stockwell, St. Dizier, Sievert & Viccellio, Lake Charics, Louisiana. Partners and
associates of Messrs. Orgain, Bell & Tucker, Messrs. Taylor, Porter, Brooks & Phillips and Messrs.
Stockwell, St. Dizier, Sievert & Viceellio beneficially own, respectively 12,913 shares of Common Stock
and 3 shares of Preferred Stock of the Company; 1,200 shares of Common Stock and 100 shares of
Preferred Stock of the Company; and 300 shares of Common Stock of the Company.

EXPERTS

The financial statements which appear in the Prospectus and in the Registration Statement have
, been examined by Coopers & Lybrand, independent certified public accountants, to the extent indicated
by their repart. Such financial statements have been included in reliance upon such report of said firm
and upon the authority of said firm as experts in ascounting and auditing

The statements of legal conclusions made herein under “Regulation” and “Description of New
Bonds” have been prepared or reviewed (a) as to all matters, except those governed by the laws of
Louisiana, by Messrs. Orgain, Bell & Tucker, (b) as to all matters under “Security” under “Description
of New Bonds" insofar as the same relate to properties of the Company in Louisiana west of the
Atchafalaya River, by Messrs. Stockwell, St. Dizier, Sievert & Viccellio, and (¢) as to all other matters
governed by the laws of Louisiana, by Messrs. Taylor, Porter, Brooks & Phillips, all counsel for the
Company. All such statéments are, as to matters of law, made on the authority of said respective counsel
as experts.

GULF STATES UTILITIES COMPANY,

By F. R. Smrs,
Chairman of the Board of Directors
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ities for the generation. transmission or diss
tribution of alectricity: Prorvidcd. That, ex-
cept for municipalities of rural electric ¢o-

operatite, “entity” is restricied w those .

which are or will be pudlic utllities under
the laws of tho stawe in which the entity
*rrnsecis or will transact business or under
w Foderel Power Act, and are or wil be
Providiag electric sarvic . under a contract or

ate schedule on flle wit and subject 10 the
regulation of o state reyulatory commission
or the Federa)l Power Commission.

(d) “Cost” means any cperating and maine
tenance espenses involved togeiher with
8Dy ownersnip costs which are reasonabdly al.
locable 10 the transpction consistent with
Andustry practices. No value shall be included
for loss of revenues from sale of power st
aholosale or retall by one party 10 & customar
which snother pariy might otherwise serve.
Cost shall include a reatonable return on
Anplicent’s Investment. The sale of a portion
©f the capacity of & generating unit saall be
upon the tasis of a rate that will recover o
ihe seller the pro raia part of the fAxed
costs and operaiing and mainienance axe
penses of the unit: Provwed, That, IS eire
cumstances in which Applicant and one or
more entities In the Southeastern Michigan
ares lake an undivided interest in o unit in
fee, consiruction costa snd operaiion end
maintenance expenses shall be paid pro rata.

2. (s) Applicant shall luterconnect with,
and coord.nate reserves by means of the sale
and purchase of emergencr and, or scueduied
maintenance bulk power with, any eatity
(1es) in the Southeasiern Michiran ares en«
EAZing In or proposing to enguge i electric
bulk power supply co terms that wil provide
for Applicant's costs in coznection therewith
and allow the other pariyiies) full sccess o
the benelts of reserve coordingiion

(b) Emergency service and ‘or scheduled
maintenance service Lo be provided by each
party shall be furnished 0 the fullest ex-
tent avaliadle from the supplying party and
desired by the party i0 need. Appiicant and
each pariy(les) shall provide to the other
emergency service and or scheduled malne
tlenance service uf and whe available from
its own genaeration snd froa generation of
oihers 1o the extent it can do 0 Without ime
palriug service Lo its customers ingiuding
other glectric systema o whom it has firm
cotnmitments.

(e) Applicant and the other pariy(ies) to

. & Tezerve sharing errangement shall from

time to time jointly estudlish the minimum
Tescrves Lo be instalied and or provided
under controctiual ArTANZEMents &5 Decessary
to maintain lu total a reserve margin sufd-
clent to provide adequate rellability of power
fupply L the interconnecied systems of the
parties If Applicant plans 15 reserve margin
With other Alchigan companies, the reserves
tointly established hereunder shall be on the
same basls. Unless otherwio agresd upon,
minimum reserves shall be calculated as 8
percentage of estin.ated peak load responsis
bility. No party to the arrangemen: shall be
required 0 maintaln greater reserves than
the percenivze of ita estimated peak load
responsibliity which results from the afore-
sald caleulation, provided that, if the recerve
requirimentt of Applicant are increased over
ithe amount Applicant sould be required 1o
mainwin witheus such Interconnestion, then
the other parir(ies) sha!l Be required 0
CATTY OF provide 1Or a3 iL3 (WC17) reserves the
full ameunt in kllowatts of such Increase

e N G t LI
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{d) The parties to such reserve sharing
arrangemient shall provide such amounis of
OpeEratluiy Feferve Capacity as [may be ade-
QuUeie W svold the imposition of unreasons
Sbie Cemz.ds om the other In meeting the
normal contingencies of operaiing 1w system.
However, 1n no sircumsmances shull the one
erutiing reserve requirements exceed the lu-
slalled reserve requirement

te) loterconnections will not be lmnited
o low voltages when higher voltages are
&valiable from Applicant’s installed faclities
ia the ares where Ipterconnection is desired,
when the proposed arrangement ia found W
be technically and cconomically feasible.
Control and telemetoring facilities shall be
provided es recuired for safe and prudent
operstion of the interconnected systems.

(f) Interconnection and coordination
agreemenis shall Dot embody any restrictive
Provisions pertalning to inter-system coordie
nation. Good indusiry practice as developed
in the ares from time to time (If pobe
restrictive) will satialy this provision.

3. Applieant will pall bulk power {rom new
feneraling capacity planned or under cton-
Struction at 1 cofta w or purchase bulk
power from any other entity(les) in the

Southeastern Michigan aree engaging in or’

proposing o 2uEage in generation of electrie
power when such transactions would serve
1o reduce the overall costs of new bulk power
Supply for itself or for the other party(ies)
o the transaction. This refers specificslly to
the opporiunity to coordinate in the plan-
ning of new genarstion, transmission and ro-
lated faclities. This provision ghall not be
conatrued 1o requ.re Applicaat Lo purchase or
sell bulk power U it finds such purchase or
sale infeasible or its costs in connection with
such purchase or sale would excoed its bene-
215 therelrom.

4. Applicant end any ocuccemor in title
shall ofer an opportunity to participate In
e Greenwood Nuclear Units 2 and 3 w0 any
entity o Southesatern Alichigan which al all
indicate 1w interest therein prior to June 20,
1974 and shall offer an opportunity to
participate in any nuciear generating unit(s)
which they or either of them may construct,
oWn and operate In the State of Michigen,
severally or jointly, during the term of the
instant licanse, or any exiension of renewel
ihereof, 10 any entity(ies) in the Southesst.
ern Alichigan sres by sither & ressonadie
ownesship interest in such unit(s), er by a
contraciual right %0 purchase a reesonsble
portion of the output of guch unit(s) et the
cost thereof U the antity(ies) 2o elects. Such
notice of Intention to participate in future
units must be given to Applicant in writing
prior to the placement of orders for major
equipment. In connection with such access,
Applicant will also offer transmission service
as may be required for delivery of such power
1o such entity(les) on & basis that will fully
compensate Applicant for {ig ooet.

8. (a) Applicant ghall facilitate the az-
change of bulk power by transmission over
I tranamizsion facilities between or among
two or more entities In the Southeastern
Alichigan sres with which it i3 intercon.
nected; ond between ADY such entity(les)
and any entityles) engaging in bulk power
supply outside the Southeastern Michigan
ores between whose facilitles Applicant's

Aransmission lines and other transmissior

lines would form & continuous electrical
path: Prouvided. That (1) permission to uti
lize sush otiier transmisiion lines Lias been
obtuined: (2) Provided, That the reliablliity
of Applicant’'s bulk power system 8 not
thereby impaired, and (2) the arrangements
reasonably can be accommodated fromu e
funcuonal and techrnical standpoint. Such
tratsmussion soall be on terms that fully

TR ————— o ——  —
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compensate Appl.cant st applicadle flin
TOTOE. ANy entily (198) requesting such wrarfe
mission arrangements shall give reassnat.e
SUVANCcE Toce Of 118 (1heir) sehedule atd
requiremenis. (The foregoing s»plies 10 any
@ntityiles) 1o which Applicant =ay be Lnics.
con: ected In the future as weil as Licse w0
Which It U now 1ntercornected )

(B) Applicant shall include i i3 plsaning
and construction program su% clent trans.
nlssion capacity as required for the transace
Unns referred to in gud PO (8 of this
paragrepk: Provided, That anv entity ies)
in the Southeastern Michigan ares give Ad~
plicant suZicient advance notice s may e
nhecassary to accommodate ti (thelr) re.
Quirements from o functional and tech
standpoint and that guch ent *vriies) fu. .
compensate Applicant for 1w e.s: Applisact
shell not be required 10 consi=uet trassm -
slon faocilitles which will be of no gemosn-
strable present or future benef: ‘o Appucan:

6. Applcant will sell porer at npp.acadle
flled rates for resale to any entity. les) in ke
Southeastern Michigan area now on gating in
OF proposing 0 encege in retal) disiritution
of slectric power,

7. The foregoing conditions shall be im-
plementad In & manter consistent with the
provisions of the Pedernl Povwer Ast and
Michigan Public Act 108 of 1400 as theres’ .er
amended aod sll rates, charges or practices
in connecticn therewith are 1o be nkleet w0
the spprovel of regulatory ngencies having
jurisdiction over them.

[FR Doc "4-7838 Filed ¢-4-74.8 <5 am|

|Docket Nos. 50-458A, 504594 |

GULF STATES UTILITILS CO.
Notica of Receipt of Attorney QGenerzl's
Advica and Time for Fiing of Petitions

To Intervens on Antitrust Matters

The Commissicn has received. pureu-
ant to section 105¢. of the Atomie Energ
Act ol 1654, as amend2a a letter of ad«
vice from the Attorney Gomeral of the
United States, dated March 25, 1974, &
copy of which is attached as Appendix A

Any person whose interest may be o/
fected by this proceeding mas. pursuant
to §2.71¢4 of the Commizsion's rules of
practice, 10 CFR Part 2, file o petition for
leave to intervene and request g hearing
on the antitrust aspects of the applica~
tion. Petitions for leave to intervene ard
requests Ior hearing shall he filed >y
May 6, 1974, either (1) by delivery to
the AEC Pubiic Document Room at 1717
H Street NW,, Washington, D.C., or (2)
by mail or telegram addressed to the
Secretary, US. Atomic Energr Comuis-
sion, Washington, D.C. 20345. Attn:
Chief, Public Proceedings Branch.

For the Atomic Energy Commission.

ABRARAM Brumaw,
Chief, Office of Antiirust & In-
demnity, Directorecte of Li-
censing.
ArPeRpix A
Mancw 25 2074

Sastiom Puine ¥ L w

1p regard: Blyas Ban
—Culf Btates Utilities Cimzasy AL
ket Nos. 80-4IEA and SJ=iivA Departe
ment of Jusiice F.le (0-415.28
You have requested our advice pursuant
to the provisions of section 102 of iye Atomue

By
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gnergy Act of 1954, ar amended In repard
t0 the above-cited appiication

Applicant, The applicant is o large elece
trical wtllity pricsipally engaged in the
pusiness of genersl.ng clecimcal enerpy and
distriduting and selling such enerey ot retall
in Southeast Texas and South Central Lowlsie
AnL. AN approximately S3C0 squate mile ares
witk an est mated population of 221,000 The
applicans sells lectiric enesgy st retall to
292 communities 1o this territory. It 3ells
for resale electric energy to ten muiecipal
gratems, six rural electric cooperatives and
one other utility. Applicant s seeking » il
cense build and operate two generating
units West Feliclana Parish, Louisians,
% be known as River Bend Station, Units
] and 2. Each of these units will have o
genersting cepacity of approximately 940
megawatts. Rivar Bend Station Unit ) 18
scheluled %0 be In service in February 1980;
Unit 8 in September 1081

Structure ©f the Electric Power Supply
Market in Louisigng. Applicant s one of th
£re major privately owned companies sup-
piring power in bulk and at retall in Low-
siana: the other four are: Louisiana Fower
and Light Compapy (LPLL . Centra! Loulsis
ans Electrie Company (CLEC . 8outhwest-
erh FPlectric Power Comps (SWEPCQ),
which operates In Ariatsas snd Texas as
well a8 In & small ares D the nortbeast
corner of Loulsiana: and New Orleans Publie
Service, Ine. (NOPEI), an a®llate of LP&L
which serves meiropolitan New Orieans

Applicant’s 1870 sTsiem peak was 3039
mw, with & litle more than one-half of i
business in Loulstana LP&LL's 1970 peak load
was 1872 mw CLECO's 1070 svstem peak was
£75 mw. SWEPCO's 1870 svstem peak was
138 mw, two-fifths of which represented
loads in Loulsiana, with the remainder in
Texas and Arkansas. NOPEI's 1970 peak was
1164 mw

There are 8 number of municipal electric
utilities in Loulsians. Some of these generate
8l or & msjor part of thelr power recuire«
nenis: olhers purchase electiric power (o bulk
and distridute it st retall. The generating
municipals’ J970 .oads totaled approximately
500 mw.: thelr combined 1972 generating
capacity was P00 mw

There are 13 cooperative utllities operating
rural distribulion systems in Louisiana
Another cooperstive i3 based principally in
Texas but conducis some operaiions in
louistana. Thelr combined 1970 peak load
Was approximately 900 mw

Tweive of the 13 Loulsiang cooperailves
have organized s generation and transmise
sion cooperaiive Csjun Electric Power Coop-
erative (formerly Loulsiana Ele tric Coopers«
tive), W0 handle their bulk power suppiy
functions: Cajun has recently put iis gen.
erating facliities into operstion. Hovever, the
fooperatives presently obtain almost all of
thelr bulk power supply by purchase from
Applicant and the other priva‘te utilities. The
remaining cooperative, Southwest Louisiana
Eleciric Membership Cooperative (SLELMICO),
L one of the larpest rural electric coopera-
tives In the United State: and comprises
roughly one-third of t.e total cooperative
load in Loulsiana. It has no peneraiing fs-
tlities, but obiains part of Its power supply
from the privateiy-owned utilities in Louisie
S0a and part from Southwestern Power Ade
ministration under an arrangemen® Lo which
power generated at federal hydroelectric fa-
tlUlties In the Southwest i3 wheelsd over
transmission fucilitles furnished by the pri-
Vate utilities.

Virtually all the bBigh voltage and extea-
Rlzh roltage tramrmitiion lines 12 the State
%t Loulsiana are onvned and operated by Ap-
Sant and the other privately<owned utllles
8 discussed shove, Applicant and thee
‘her privately-onTied uiliities also dominste
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the retall electric power market o lovislang,
wiith over five-siting of that business Al tho
cooperative srslems together and all of the
municipal sysienm togeller have less thad
one-twelfth of such dDusiness, respectively.

Compeiition in Lousiana. Tuere has been
Tvigorous compeliticn among eleciric utilities
in Louisiana Dot0 1670, Loulsians law proe
hibited utlities from taking over customen
already being served by another utility, LSA
RS 45 123, but the law did Dot apply 0 hew
customers. See “Louisiana Power and Light
Co. v. Charpentier.,” 165 So. 2d 614 (la Ct
App 1864). In 1970 LEA RS 45120 vws
amended to allow (except In certalp cases)
& utlity preference n gerving De® ouse
tomers within 300 feet of its existing lines
Bince inrge new loads (particularly industrial
loads) would, In many iostances, not be lo-
cated within 300 feet of an existing distribus«
tion line, competition continues to exist
Purther competition exists for service to sud.
urban areas which are annexed by expand.
ng municipalities The exisiing eupplier
within the city, whether mupicipal srstem
or franchised utllity, thereupon has the op-
portunity 1o compete for new loads with the
previous suppilier in the area.

Competitive Conduct o/ the Applicant. This
is different from most of the other ceses in
wiich the Department ¢! Justica has ren.
dered antitrust advice 1o that prior 1o receiv.
ing the Commission's reguest for adrvice the
Department had beeti conducting an antie
trust investigation of the Applicant’s cone
duct. That lovestigation was concernad with
basically the same antitrust allegations
aguinst the Company oa those set forth in the
decision of the United States Coust of Ap-
peals for the District of Columbia Circuit in
“City of Lafaretls v Securities & Exchange
Commission,” 454 F. 2d 941 (CA. DC, 1972).
1o essence & number of municipal systems in
Louisiana had slleged that over & number of
renrs and through & variety of methods Ap-
plicant, together with the other major prie
vately-owned utli’les in Loulsians, at~
tempted to frustrate the developmint of o
power pool among the municipals and others.
The sllegations of concertad anticompetitive
sction related exclusively to activities in
Loulsiana.

It & unnecessary to detall here the alle-
gations or our conclusions with reapect
therelo. Within the past year or 8o, Applicant
has evidenced & constructive attitude in its
relations with the smallar systems (o Louisis
ana In the course Of our antitrust review
of the instant licenss applieatior, Applicant
has discussed with the Department its fu.
ture policies in this regard. While not cone
ceding ithat any of its prior conduct may
have been anticompetiilve, Applieant has
indicated in the attached letter to the D
pariment the policies which it will follow
with respect 10 such wsgpects of s opers
stlons i Loulslans as access 10 nuciear
units, loterconnectiot and reserve sharing,
wheeling, and exchanges of bulk power. Sim-
lar policies will be followed by Applicant
io connection with ita operations in Texas
although there, It should be noted, Its ac-
tivities hare Dot reised the aarne degree of
antiirust concern. The Applicant has agreed
tha’ the policy commiiments set forth in
the sttachment to iis March 20, 1974 letter
o the Department rmay be imposed as con-
ditions to the permit requesied for the In-
stant River Bend units Applicant will 3s0rt.
ly Qle an application for a construction per-
mit for tao nuclear uniis known as Blue
Hills Units 1 and 2 which It plans to bulld
In Texas License conditions generallr similar
to those involved here wili be ucceptadie 10
Appilcant in connection with the Blue Huls
Unitis permits

These developments enable the Depart-
ment Lo Inform the Commission that ¢
would not appear necessary that an anti-
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trust hearing be held on the 1ue'ant ans
cstion and shouwid esable the Denars
when It receives the Bive Klilg spni.
‘9 advise the Commisrion that Do a2 ."
bearing will be necemary <once i3
applicstion,

Conclusion. If the poll commuiments
contalned In the atiachmedt to Appiimant’s
March 20, 197¢ letter were 10 be L prasd b
the Commission a8 concitions 10 tue pers
mit appliod for in the instant dociel, as we
beredby recommend, an aniitrust hearang on
this application would appear unnecessary

Maacw 20, 1574,

Re Oulf Stotes Utllites Company, River
Bend Nuciear Power Plant Uniws 1 snd 2
Application tor Licenss to Construet Nuclar
Utilization Pacliities; AEC Dockets Ncs. 50~
458 and 50450,

We appreciate the opportunity 1o discuss
various matters involved In the review by
your section of the Department of Justice
relating w0 the pending license afp..cslion
of this Jompany (Applicant) beioTe the
Atomic Energy Commission for the consirucs
tion of nuciear utilization feclities, o8 rel.
erenced above

We understand that your review of s
appiication has "alsed certaln quesiions uns
dar the antitrust laws relating to the bulk
power supply policies of the Applicans. Whal'e
it i3 the position of Applicant thas 18 ace
tivities, and 1o particular W@ bUlk power
supply policies, should not concern a=y such
Questions, the Appleant submits this letler
petiing forth certaln statements regarding
such policies

In order to obviale the possidlliiy of o
hearing on possidie sutitrust Lssues (o the
above-referenced proceeding, the Applicant
ceta forth In the appendix 10 this lellar
policies which it wiii malnaln during the
period of this licenss, subject 10 1he unders
standings stated herein. It s undersiood What
this statemert of policy satislles tle Deparis
ment's antitrust questions and w... enadle
the Department 10 render 8 Do hesmz aZils
trust edvice letter, In the event the Alomie
Energy Commission in sny event shouid ine
stitute & hearing on antisrust iSsues or ate
tempt W Impose diferent, Incous.rient or
additional conditions, App.cant uner Dot
intend by this letter or the statement of
policies attached 10 wa!ve, And (nsead ere y
reserves all of its righta under law w0 appear
in such proceeding abd contest iLe lTmpodie
tion of different, inconsistent or cdd:'ticoal
conditions.

During our discussions with tou ebout
participation in the sublect Duciear units
we advized you that we have Dot constructed
add bhave not planned o conitruct any
jointiy-owned electiric generating plants on
our Eystemn, and we Lave not and hZave not
planned o s2ll unit power rom any present
or future electric generatdg unis Wille
Applicant approciates that fitazc.nl and
busineas conditions in the future mav re.
qQuire it to change such policies ang o° such
TOASON reserves the right t0 do 80, ADs!isant
understands that the proposed licerse coudls
tiona relating to participation spp.r oalr 1o
nuclear unita o Lows.ans.

Applicant intends to fle later *liis rvear
80 Application for & cozsiruction permit for
certaln nuciear units to be locatea i Texas
which are 10 be known a8 Blue ¥..s Talws
Nos. | and 2. Applicant will enter nto s.umie
lar policy commitments concerning sucs sne.

tfic uniis: Provided, Toat as 0 Otl.er Zuc.ear
generaling uniis which Azpilzant con~
struct, own and operie 12 Texas ¢ pozer
from which Is inteaded for use in Apnlicant's
general system operaTion Apputunt wil
merely confirm to you bF letter (4 1nten.
tion, under conditions then existi™s and o
accordance with appiicable law, 10 LlioT Pare
ticipation In such otiier uUDits 00 o be To 9.1 .¥ |

on-
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similar to those aforded under Folicy Come
mitment &

Ve hove now filsg with the Fedrral Power
Comm asion ccples nf the power inlersonnecs
tioh egreemenis entered 1n%W LT Appiicant
with Cajun Eleciric Power Cooperative, Ine,
and with the Cities of Lafaretie and Plague.
mine, Loutiana. Fuch agreements conta'n
termid aud provisions for bulk tupplr co-
ordination aneé \ransmusiicn service. Such

reements with Cuiud and the Ciules were
offered and rirgotiated by Applicant it pure
Suit of the poicy commitments attached, a~d
It 8 Applicents understanding that sueh
SgTeements (a3 subjest W regulntory action
and chenge by aotions of the parties) comply
with suen commitments

Nothing in 1.5 ietter shall be construed to
bs & amiver by the Applicant of i righw W
Appesr and express its position on behalf of
or in opposition 10 any specific Proposals e«
Jating to bulk pover supply Ddefore any
legisistive, sdministrative, judicial, or other
body,

The Applicant would not object 10 an ine
clusion of this letter 1, and the siatements
and policies exprested herein being made con.
ditions 0 the license applied for before the
US. Atomlc Energy Commission as refere
enced abova, specifically related 1o the River
Bend Nuclear Power Station Plant Units ‘or
which the subject application is pending.

The commitments made are subjeci 1o the
following uuderstandings:

(1) Applicant does not Intend by thess
commitments 10 become a common carrier.

(2) Applieant reserves all rights and pro-
ection s«forded It by law with respect w
retall disiribution of electricity in those
Areas in whieh it holds franchisca to conduct
1w business.

(%) That any licenss conditions imposed by
the Atomic Energy Commission upon Applis
cant based In whole or In past upen these
commitments shall be subject 1o continuing
Jutisdicuion; and that Applican: shall have
the righi 1o seek relief from or modification
©f 3uch conditions by appropriate leral re.
course through the Atemic Energy Commise
Slon, 118 KuccessOr agenc.es. or through any
other sdminismrative, legisiative, or Judisial
authority having jurisdiction

(§) That none of these commitments shall
require Applicant to enter into any biading
&rTangements witl another party unti the
foexncial responsiblity of such party is avie
dent or ressonably assured nor prior to
resolution of any substantial questions as to
the lawiul authormity of such pary w engage
in \he transaction.

(8) All of the understandings and comit-
ments of the Applicant are contained in tho
leomtmnu berein made and this cover
etiar,

(6) None of the commitments hereis made
shall be construed as o waiver by Applicant
©f its righta to contest whether or not a8 fu-
ture fectual situation I8 inconsmistent with
the commiimenis herein made or to contast
by appropriate legal proceedings the validity
of any repulation, order, or requirement ime-
posed upon Apulicant by ANy governmental
or reguiatory suthority, ineluding dbu: not
Iimi%d 0 the Atomie Energy Comamission
sud the Federal Power Commussion, or thelr
Guccessor agencies,

(7) Enforeement of any of the commite
menta shall ooly be through appropriate

proceedings before the Atomic Energy Com.
mission,

Very truly yours,

Norsaw B Lrr,
President, Gulf Stutes Usilities Compeny.

Marcw 20, 1874
Polley commitments of Gulf States Utill.

ties Company o be Anpended ax condiilons
W River bend Nucleas Pover Plant, Uit

NOTICES

1 and & AD® liceuse AEC Dockets Nos. 80«
S50 and 5008

Defizations. 1. "Bulk Power” meins the
elecimie power, and any attendant euergy,
Sunplied or made sveilable at transnussion
or subimnsmission voltage by ab entity from
115 generaving facilities.

2. “Eouity” means person, o private or pube.
lit corporation. governmerntal sgency ap ase
Sociation. o Joint seck sssoclstion, business
Lrust, munieipality, or rural electric coopera-
Uve owning, operating, or proposing w own
Or oparate oquipment or facilities for the
generniion, transmission, or distribution of
alectricity primarily for sale or resale to the
public. Provided, that, axcept for municipalis
ties, governmental agencies, or rural electrie
cooperatives, “entity" is further restricted
10 those which are or will be public utllities
under the laws of the Stats In which the
SNty transacts or will transact business or
under the Federal Power Act, and are or will
be providing electric eervice under ¢ contract
OF rate schedule on file with and pubieet 0
the reguwation of a State regulatory commis-
sicn or the Federa! Power Comr ‘lon

3. "Cost" means sll operating and main-
WENENnre avnancas ans S cmabin ag
COSWE i i lr gl Toded PEIMIC UL
transaction. “Cost" to be shared by partici«
panis under condition 0 shall Inglude all
costs of sequisition, construction, ownesrs
8hip, capital, operstion, and maintenance
reasonably allocablo w0 the subject unit.
Costs shall Include no value for Joss of rove-
nues from sale of power ot wholessle or ves
tall by one partr to & customer which an«
other party might otherwise serve, except as
otherwiss authorired by any regulstery au-
thority baving juradiction. Coste ghall ine
clude a ressonable return on Applicant's
investment.

Policy ecommitments. 1. Applicant shell
Interconnect with and coordinate reserves
by mesns of the sale and purchuse of emer-
gency and/or scheduled maintenance bulk
power wikh any entity(les) in or within
reasonable proximity to Applicant's gerve
ice area in Loutsiana engaging in or propos-
ing to engage in electric bulk power supply
on tarms ithat wil provide 1or Applicant's
COSts In conpection therewith and allow the
other entity(ies) full access to the benefits
and obligations of reserve coordination,

2. Such emergeney sarviee and/or sched-
uled muintenance service to bo provided by
each entity shall be furnished to the fullest
extent avallable froia the supplying ensity
and desired by the entity in need. Applicant
and each entiiyiies) shall provide o the
otaer guch emergency sarvice and of sehed-
uled mainenance service &f and whon avall-
able {rom Iits own gencration and from gen-
eration of others w0 the extant it can do g0
Without Impairing esrvice to it customers
including other electric systams o whom It
bhas firm commitments.

3. Agqeramis sl NS Oluse Flibivy i)
which & (are) perty(ies) to o reserve shar-
Ing arrasgemant chall from time w0 time
Jointly estadlish the miulmum reterves to
be installed and or provided o neceasary
to maintain in total s reserva margin auf-
clent o provide edequate rellablity of power
Supply 0 the interconnected svstems of
the parties. consistent with good utility in.
dustry practice in ihe rvegion. If Applicant
plans its reserve margin on o pooied basis
with other regional companies, the reserves
Jointly established hereunder shall be on the
come Dsals. Unlzss otherwise agreed upon
or established by such reglonal practice.
minimum reserves shall be calculated 80 &
percentage of esiimatec peak load respony |-
bility.

No party to the arrengement shall be re.
quired o ma'nDlain greater reserves than the
percentage of its esiimated peak load re.
aporsibility which results from the afore-

“wfant weuld
11803t suck
terconnection, then the oLner par:y ies)
Shall D¢ required W carry or provise for ot
It (thelr) reserves the full azcunt W glo-
WALlS of such increase.

6. The entities which are pa=ies 1o suck
8 Teserve sharing agreement tnall provice
BUCh amoucts of ready reserTe Capaciiy o
mar be adejuate o avold the Eapositiog of
unreasonatie demands on the others 'n
meeting the normal contingencies of cuera -
ing I8 system. However, in Do clrcumsiarces
shall the ready reserve requirement evceed
the installed reserve requires.ent

. Interconnctions will not be limited 1o
low voltages when higher TOlwLpes are 2ol
&ble from Applicant's installed facilities 'n
the area where interconnection is des:rec
Whed the propossd arrangement 4 ‘ournc
10 be technically and ¢oonorm.callt fead.bie
Control and telemetering facilities shall
ba provided as required for sife and pri-
aent operstions of the intercenpected 578
ems

# Intorenanection and coorZination agvree-
AT suan Dot tmbody any uLlawiwl of une
FRRGONADIY restrictive provisions periaini:
1o intersyrtem coordination. Cood ind.us.rr
practice as doveloped i1 the area fromw *

0 tme (If not uniswfully or Unreastnaciy
Testrictive) will satisfy this provision

7. Applicant will gall (when avalah &)
bulk power at its costs 1o or purchase (vren
Deeded) buik power from ary other ene
tityiles) In or within sessonanle proxinuty
1o Applicant's service ares in Louitiana en.
FOging b OF proposing 1o engaze In geners.
tion of eleciric power at such eNLILY (¢4
€ost when such transactions wovid serve o
reduce the overall costs of new bulk porer
tupply, each for itael! and for the c:*er
Pariyiles) to the transactions ard wouid
$2TVE 10 coordinete the plannins of new een.
eration, transmuission, and related fuelllc ee
by both the Applicant and the o:her entity
This provision shall not oe consirued Lo re.
qQuire Anolicant te jurehase or sell Si'a
power If it finds sueh purchaie or ssle e
feasible or 1ts costs in eonnect.on with such
purchase or sale would exceed its banesiis
therefrom.

8. Applicant and eny suecessor in title
shall offer a2 OPPOrTUR.LY LW participata in
River Bend Nuclear Units New. 1 and 2 fer
the torm of the instam: license. or any ox.
tengion or renewal thersof, or such shorier
term 28 Applicant and the participant(s)
may mutually agree upon, tw BNY aptity(les)
in or within ressomable proximi v 1w Ap.
plicant's sorvice eres in 1re State of
Lowsiens which bas in wrIting requested
participation thereln prior to \ureh i 1974,
and whieh no later than Mareh 21, 1975 bas
entersd into an CRISUTONY CODIract with re.
pect 1o ouch participstion, havirg taken all
Necacsary ection for it to lawfu.!” do so prior
10 so doing, to 8 falr and ress:aable extent
and on reasonable terms and conditions and
ot & basls that will fully comrensate An.
plicant for 1w eosts incurred 38 1o be =
curred and thet il not adverselr aect e
fnancing and eongtructing of such nucless
units. Applicant shall similarlt ofer an o=.
portunity to participate in any additions
nuclear generating unitis) the power from
whick s otended for use in Arr.cani's rege.
eral system operstions, which the Applicant
BAY construct, osm, and operate (& Louis:.
Ans during the term of the insunt license,
OF any extension or renewsa! therec? Pastic.
ipation shall be either by OXTersNp of or
purchase of unit pariicipation power frem
the respective nuclear units Participation
It any form shell be on an cauwratie basls
whereby the pariicipants, n preportion w
thelr interesis, shure fully in &l coow wnd
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rirks of the respe~tive nuclear unit. In cone
pRJHOR With such paricipatios, Appiizant
w.li Offer Lransmirrion service a8 ma® he ree
gquired for deiivery of such power %0 such
participant(s) on a barls that will fully come
pensate Applicant for [is costs,

§. Appilicant sbiall faclitate the exchange
of bulk poRer Dy trunamiesion over e transe
Mmission Iaclities betnecd 190 OF more ene
HiLes engaging o bulk power supply o 1w

"servicd ares 10 Loulsiaua with which it s
interconnected; and beltween any such entity
(193) and any eniiiy(ies) engaging in bulk
pover supply outsids Applicant's service ared
1o Lowlsiane between wos facilities Applie
CalL'S trADAMLISION 1lnes ADd Other transmis.
slod lines would form & continuous alectrical

th: Provided, That (1) Permilssion 1o utlle
such other transnussion lines haa been
obtalned by thae entities involved, (2) Applis
cant has appropriate agreeminis for transe
mission service With the enuiies intercon-
pecied with Applicant at both the receiving
and delivery poinws o2 Applitanty sysiem,
and (3) the arrsagements *=22Cuably can be
Accommodated Irom & functional snd teche
nlsal standpoint, Such transmiss.on shall be
On terms that fully compensate Anplicant for
is codt. ARy eniliy(ies) regquesting such
tranamisron arrsagenenis shall give reason-
able advance pouice of it8 (whelr) schedule
and requiremeonis. (The foregoing applies to
ARY €ntitT (les) engaging in DUk power sup-
ply w wiich Applicant may bo intercons
nected 1o the future as wel as thow w
which it s now interconnected.)

10, Applicant phall include In i1ta plauning
ond construction program suficient Lranse
MO Capacity &8 required for tae transacs
tions referred W In paragraph §: Provided,
Thét ALY ontiar(les) Ln its service ares in
Louklana ;ive Applicant suficiens sdvance
RO o8 Ay De Decsssary L0 accommodate
ile (thelr) requireicents fromn a funcuonsl
end techaoical rtandholns and that such
entity(ies) fully conipensatss Applicent for
18 cost, Applizant shiell not by required to
consiruct transmisiion Iscliities whish il
be of no cemonsirsble present or future
bencit %o Applizant,

11, Applicant will sell power (waen svail-
Able) for resale 0 any eptity(les) In iw
£2rvice area 1o Loulsiana now engeging in or
Proposing la goed {alth to engage in reall
duiribution of eleciric power. wheusver
POWEr o moel the needs of zuch entity(ies)
I3 not avaladie from alernate sources as
competilive costs.

13. The foregoing cotditions shall be in
Bl respects Luplemented On ressonable terms
85d condiiions 10 & MADLey consutent with
the provisions of the Federal Power Act and
Olier applicable federal snd state laws and
rezulatory orders, and shall be subj2et o
force mmjeure, spplicable curtallment pro-
frams, ang engineering and technical feasie
blily for Applicant's system. None of the
foregoing cond:itions shall require Applicant
10 sell power, perform any service, or engsge
in a2y course of action on & ba.ls which
would be unlawtully preferential or discrinie
Inatory under any applicable law or that
Wouwd impalr Applicant’s ability to render
sdequate and reliable service o 18 own Cuse
1omers, All rates, chasges or practices In cone
Decilon therewith ore Lo be subject Lo the
Spproval of rerulatory agencies baring juris-
Cliction over them.

{TR Doe 747830 Piled 6-4-74.8:45 am)

Docket Noa. 50-275 OL, 50-322 oL)

PACIFIC GAS AND ELECTRIC CO.
$p2cial Prehearing Conference

! In the matier of Pacific Gas and Dlec-
e Company, Daha Coouon Siurleas
LuserPiane '.-: jans ),

NOTICES

The special prehearing conference on
the issusnce of facllity operating Ue
censes walch was Lutlated on March 26,
1974, will reconvene on Nay 3, 1874, or
immediataly subsequent o the comple-
ton of the evidentiary hearings on
envuronmental mu:eq which will re-

convene om%
The hearings wi eld in the Gold

Room, The Roval Inn, 214 Madonna
Road, San Luis Obspo, California, com-
mencing at 10.00 a.m., local time,

The points which will be considered
8t this prehearing conference will be
only the petition to intervene from the
Mothers for Peace; and the petition of
the Scenic Shoreline Preservation Cone
ference, Inc, concerning suspension of
construction acuivities.

Issued al Washington, D.C., this 2nd
day of April 1974.

It Is so ordered.
ATOMIC BarrTy anp Liczws-
Boaao

ING .
BLaszTe §. Bowras,
Chairman.
[FR Doc74-1840 Fled ¢-4-74:8:48 aem)

\/ [Docket No. §0-833 NEPA|
ACIFIC GAS AND ELECTRIC CO.
Hearing on Energy Congervstion
In the matter of Pacific Gas and Elec-
tric Company QW

e noarings on March 27,
1974, the evidentiary hearing on energy
conservation will begin on 7

4.
8t 10:00 am, local time, i the 6o
Room, The Royal Inn, 214 ANadonns
Road "

The public invit this
proceading. Limited appearances relate
ing to the question of energy conserva-
tion will be accepted at that time. Lim-
ited appearances will be lmited to Ave
(5) minutes but there Is no limitation on
the submiital of written stataments for
inclusion in the record. Twenty (20)
copies of written statements should be
presented,

Issued at Washington, D.C., this 2nd
day of April 1974,

It ir 50 ordered.
AToMOC SAFITY AND LICENS-
™o Boary,
Euzasrrr 8. Bowess,
Chairman.
[FR Doc.7¢-7841 Flcd ¢-4-74.8:48 am)

COMMITTEE FOR PURCHASE OF
PRODUCTS AND SERVICES OF
THE BLIND AND OTHER SE.
VERELY HANDICAPPED

PROCUREMENT LIST 1974
Additior to Procurement List

Notice of proposed addition to Pro-
curement List 1074, November 23, 1073
(38 FR 32028', was published in the
Froenal RroisTer on September 28, 1073
(38 FR 2710%),

Pursuant to the above natice the fol-
lowing commodity is sdded to Procure-
ment List 1974,

Class 65'5:
Kit, Shaving, Surgieal Preparstion
(IB), 6516-C70-TUT2, Blteeernnnn

By the Committee.

CranLis W. Frrrenee,
 Ezecutive Direcior,

(PR Doc.76-7573 Plled 6-4-74,0:45 am|

PROCUREMENT LIST 1974
Addition to Procurement List

Notice of proposed addition to Procure-
ment List 1974, November 25, 1653 (28
FR 33038), was publishad in the FroraiL
;!t’u‘m on January 17, 1874 38 FR

138),

Pursuant to the above notice the fol-

service is added W Procurement
List 1574,
Szarcn

Industrial class 7641: Price
FPumiture Rebabilita- List of
tien (GI), Long
Besch, Culllomia,
pius 100-mlle racius,
excluding San Diego
County and San Cle-
Bente,

By the Committes. ~

Cmanres W, PLrrcEER,
Ezecutwve Direcior,

[FR Doc.74~7833 Pilod ¢=6-T4;8:43 am |

prices
avaliable from

QSA, F38 Ro.
glon §.

PROCUREMENT LIST 1974
Addition to Procurament List

Notice of propesed addition to Procure.
ment List 197¢. November 29, 1473 (23 FR
33038) was publithed In the Frorrar
;!u&x:nt on September 10, 1973 (38 FR

L} ).

Pursuant to the above potice the fol-
lowing commodity is added to Procure-
ment List 1974,

Coxxso0rvy
Class 2105

Price
Bag. Cloth, Lunch (RF) 0105-064~
3710, Bundle of 100uceccceencacens 217,20

By the Commitige.

C. W. P,
Ezecutive Director.

(PR Doc.7¢-7837 Flled 4-2-74:8:45 am)

PROCUREMENT LIST 1974
Notice of Proposed Additions

Notice is hereby given pursuant ‘o sec-
tion 2(a) (2) of Pub. L. 92-28; 83 &+at. 79,
of the proposed additions of the fo!low.
ing services to Procurement Ll 1974,
November 29, 1872 (38 FR 33038),

Smmvics

INDUSTRIAL CLASS 7699

Typewriter Repalr, US. Customs, New Tork,
New York.

Office Alachine Repalr. US. Cusioms. New
York, New York

Oflice Machine Repair, 29 Federal Plaza, Mew
York, New York.

Committee on or before Mlay o T
Communications shou!d be azdesr cad':
the Executive Director, Comm i:s
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May 8, 1974
BYLAWS
of
GULF STATES L.ILITIES COMPANY




of
GULF STATES UTILITIES COMPANY
ARTICLE 1.

Name.

The name of this Corporation shall be GULF STATES UTILITIES
COMPANY .

AR E
Shareholders!' Neeﬁinga.

All meetings of the Shareholders shall be held at the princi-
pal office of the Company, 285 Liberty Avenue, Beaumont, Texas,
With or without motion, the Chairman of any mseting of the Share-
helders may appoint Inspectors and Tellers for such meeting who
shall examine inte the qualificatiocns of the Shareholders present
in person or reprecentad at the meeting by proxy, meport the
shares represented at the meeting and tabulate the vote on such
mattiers as may come before the meeting.

Annual NeetinQ;

The Annual Keeting of the Shareholders of this Corporation
shall be held on the second Wednesday in May in esch year 1if
not & legal holiday and, if a legal holiday, then on the next
succeeding Wednesday not a legal holidaey. In the event that
such Annual Meeting is omitted by oversight or otherwise cn
the date herein provided for, the Directors shall cause a meet-
ing in lieu thereof to be held as soon thereafter as conven-
iently may be, and any business transacted or elections held
&t such meeting shall be as valid as if transacted or held at
the Annual Meeting. Such subsequent meeting shall be called
in the same manner and as provided for Special Shareholders'
Meetings.

ARTICLE IV,

Special Meetings.

Special Meetings of the Shareholders of this Corpora-
tion shall be held whenever called by the Chairman of the
Board of Directors, the President, a Vice President or a
majority of the Board of Directors, or whenever the




holder or holdera of one-tenth (1/10) of the shares of the
capital stock issued and outstanding and entitled to vote
shall make written application therefor to the Secretary or
an Assistant Secretary, stating the time and purpose of the
meeting applied for, §pecill Meetings of the Shareholders

shall also be held following the accrual or termination of the
right of the preferred stock of the Corporation, voting as a
class, to elect the smallest number of Directors of this
Corporation necessary to congtitute a majority of tie members
of the Board of Directors, whenever requested to be called in
the manner provided in Paragreph 6 of Article VI of the
Articles of Incorporation of the Corporation as amended.

HWritten or printed notice of all Shareholders' Meetings,
stating the time and place, and, in the case of Special Meet-
ings, the purpose or purposes for which such meetings are
called, shall be delivered by the Secretary or an Assistant
Secretary, by meil, to eech Shareholder of record, having
voting power in respect of the business to be trensacted there-
at, at his or her registered address, at least ten (10) and
not more than fifcy (50) daye prior to the date of the meeting,
&nd the person giving such notice shall make affidavit in
relation thereto; provided that such notice shall be deemed to
be delivered when deposited in the United States mail addreesed
to the Shareholder a8t his address ae 1t appears on the stock
trénafer books of the Corporation, with postage thereon pre-
paid, and further provided that netice of any such meeting
8hall be deemed to be sufficiently delivered to any Shareholder
who, while the provisions of the Treding with the Enemy Act
(Public Act No, 91 of the Sixty-fif+h Congress of the United
States of Amerieca, 8s now or hereefter amended) chall be opera-
tive, shall appear from the stock books to be or shall be known
to the Corporation te be an "enemy" or "ally of enemy" as de-
fined in the said Act and whose address appearing on such stock
books Lp outside the United States, or the mailing to whom of
notiee shall at the time be prohibited dy any other law of the
United States of America oy by any executive order or regulation
ispued or promulgated by any officer or & ency of the Unjited
States of Americe (a) if, at least ten (10) daye prior to the
éate of the meeting, & copy of the notice of the peeting shall
be mailed to any person or agency who by any such law, order
or regulation shall have been duly designated to receive such
notice or duly designated or appointed as eustodian of the
property of ouch Shareholder; or (b) if & brief notice of such
meeting, including, in the case of & Special Meeting, either
& brief statement of the objects for which such meeting is
called or a statement as to where there may be obtained a copy
of 8 written notice containing a statement of such objects,
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shall be published by the Corporation at least once, not less
than ten (10) days before the meeting in & daily newspaper
published in the English language and of general circulation
in the City of Beaumont, Texas,

Any meeting at which all Shareholders having voting
power in respect of the business to be transacted thereat
are present, either in person or represented by proxy, or
of which those not present have waived notice in writing,
shall be & legal meeting for the transaction of business,
notwithstanding that notice has not been given as herein-
before provided. '

ARTICLE VI, '
Halver of Notice,

Notice of any Shereholders!' Meeting may be waived by
any Sharsholder and the presence at any meeting, either in
person or by proxy, of a Shareholder heving voting power in
respect of the business to be tramsacted thereat shall be
deemed as to such Shareholder a waiver of notice of the
meating.

At any meeting of the Shareholders, a majority of the
shares of capital stock issued and outstanding and entitled
to vote in respect of the business to be transacted thereat,
represented by such Shareholders of record in person or by
proxy, shall constitute a quorum, but a less interest may
adjourr. any meeting from time to time and the same shall be
held as adjourned without further notice. When a quorum is
present at any meeting, the vote of the holders of & majority
of the shares of capital stock entitled to vote represented
thereat shall decide all questions brought before such meet-
ing, unless the guention is one upon which by ezxpress pro-
vigion of law or of the Articles of Incorporation of the
Corporation or of these Bylaws a larger or different vote ie
required, in which case such express provision shall govern
and control the decieion of sueh question., The provisions of
this Artiecle are, however, subject to the provigions of Pera-
grﬁph 6 of Article VI of the Articles of Incorporation of the

orporation as amended,

ARTICLE VIII,
Froxy and Voting,

The voting power of the respective classes of stoek of
the Corporation shall be as provided in Article VI of the
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Articles of Incorporation of the Corporation a8 amended. ‘
Shareholders of record entitled to vote may vote at any meet- g
ing either in person or by proxy in writing, which shall be l
filed with the Secretary of the meeting before being voted. 1
Such proxies shall entitle the holders thereof to vote at any o
: edjournment of such meeting, but shall not be valid after the
& final adjournment thersof or after eleven (11) months from
i the date of 1te emecution unless otherwise provided in the
oo proxy. Each holder of record of stock of the Corporation of
li - any class shall, ag to al)l matters im respect of which such

; clase of stock has voting power, be entitled to one vote for
each share of stoek of such ciass standing in his name on ,
the books of the Corporation. ' ﬁ

ARTICLE IX.

Board of Directors.

A Board of fourteen (14) Direcctors shall be ~hosen by
ballot' at the Annual Meeting of the Sharecholders or at any

meeting held in place thereof as hereinbefore provided. The

number of Directors may be increased or decreased from time to

time by amendment of the Bylaws, but no decrease shall have the *
effect of shortcnin§ the term of any incumbent Director. Any j
directorship to be filled by reason of an increase in the number ;
of Directors shall be filled by election at an Annual Meeting or ]
at a Special Meeting of Sharsholders called for that purpose. ‘
Each Director shall serve until the next Annual Meeting and

until his successor is duly elected and qualified except as in

these Bylaws may otherwise be provided. Directors must be

Shareholders in the Corporation.

No person shall be eligible for election or re-election as
a Director of the Company after attaining age sinty-five (65),
grovided. however, that each gernon serving as a Director on
eptember 1, 1973, shall be eligible to be re-elected as a
Director at the next Annual Shareholders' Meeting without
regard to such apge restriction on eligibility, except that no
Director shall be eligible for rve-election after attaining age
seventy (70). Any director who is also a salaried officer or
employee and who retires from active employment by the Company

shall, concurrently with such retivement, resign as a Director
of the Company.

Until age seventy (70) any Director who (i) has served
continuously for at least ten (10) years immediately prior to
retiring as such and is then not a salaried officer of the

Company, or (ii) is then retiring as a Director and as Principal
Executive Officer of the Company, shall be eligible for election

and thereafter for re-election from year to year as an Advisory
Director. Such election shall be by vote of the Board of Directors.
However, the restriction on election after attaining age 70 shall
not apply to any person serving as a Director or an Advisory
Director on September 1, 1973, and any such Director, who other-
wise qualified for Advisory Director, and any such Advisory Director
shall be eligible to be elected or re-elected an Adviscory
Director for one (1) year following the next succeeding annual
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Shareholders' Meeting. At the pleasure of the Board of Directors,
each Advisory Director shall have zhe privilege of attending
meetings of the Board of Directors in a consultative capacity

but failure to give notice of meetings to an Advisory Director
shall not be considered a violation of law, the Articles of
Incorporation, or these Bylaws. No Advisery Director shall

be entitled to vote on any businese coming before the Board of
Directors, nor shall any Advisory Director be counted as a member
of the Board.of Directors for the purpose of determining whether
.8 quorum is present or for any other corporate purpose whatsoever.
Each Advisory Director shall be entitled to receive fees as

may be fixed and determined by the Board of Directors, but fees
to Advisory Directors may be changed or eliminated at any time.
After attaining the age of seventy (70) years, an advisory
Director shall not be eligible for election or re-election

as such. Any Director or Advisory Director who serves to age

70 shall become, at the expiration of the last term for

which he is elected, a Director Emeritus. A Director Emeritus
shall have no responsibilities.

The foreﬁoing provisions Klacing qualifications on the
eligibility of Directors are, however, subject to Paragraph 6

of Article VI of the Articles of Incorporation of the Corporation
as amended.

ARTICLE X,

Powers of Directors,

The Board of Directors shall have the entire management
of the business of the Corporation. In the management and
control of the property, business and affairs of the Corpora-
tion, the Board of Directors ie hereby vested with all the
powérs poscessed by the Corporation itself, so far ag this
delegation of authority is not inconsistent with the laws of
the State of Texes, with the Articles of Incorporstion of
the Corporation or with these Bylaws. The Board of Directors
shall have power to determine what constitutes net earnings,
profits and surplus, respectively, what amount shall be re-
served for working capital and for any other purposes, and
what amount shall be declared &8 dividends, and such determina-
tion of the Board of Directors shall be final and conclusive,

ees of Directors and Others,

The Board of Directors shall have power to fix and
determine the fee or fees to be paid members of the Board of
Directors, Advisory Directors, or any Committees appointed
by the Directors or Shareholders for attendance at meetings
of sald Directors or Committees, Any fees so fixed and
determined by the Board of Directors shall be subject to
revision or amendment by the Shareholders.
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ARTICLE XII,

Executive and Other Committess,

The Board of Directors, by resolution adopted by a ma-
jority of the number of Directors fixed by the Bylaws, may
elect from 1t number an Executive Committee of not. less than
three nor more than five members, which Committee may exercise
the powers of the Board of Directors in the management of" the
business of the Corporation when the Board is not in session
except where action of the Becard of Directors is specified
or required by law. The Executive Committee shall report its
actions to the Board for approval. The Executive Committee
may make rules for the notice, holding and conduct of 1ts
meetings and the keeping of the records thereof.

The Board of Directors may likewise appoint from its num-
ber or from the Shareholders other Committees from time to time,
the number composing such Committees and the powers conferred
upon the same to be determined by vote of the Board of Directors.

Regular Meetings of the Board of Directors shall be held

at such places within or without the State of Texas and at
such times as the Board by vote may determine from time to
time, and if so determined no notice thereof need be given,
Special Meetings of the Board of Directors may be held at

any time or place, either within or without the State of
Texas, whenever celled by the Chairman of the Board of Direc-
tors, the President, a Vice President, the Secretary, an
Assistant Secretary or three or more Directore, notice there-
of being given to each Director by the Secretary or an Agsist-
ant Secretary oy officer calling the meeting, or at any time
without formal notice provided all the Directors are present
or those not present have waived notice thereof. Notice of
Special Meetings, stating the time and place thereof, shall be
given by mailing the same to each Director at his residence or
business addrese &t least two days before the meeting or by
delivering the s2ame to him personally or by telephoning or
telegraphing the same to him at his residence or business
addrees at least one day before the meeting.

ARTICLE XIV,

guorum.

A majority of the Board of Directors shall constitute
a quorum for the transaction of business, but a leeg number
may adjourn any meeting from time to time and the same may
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be held without further notice. When & quorum 18 present

at any meeting, a majority vote of the members in attendance
thepreat shall decide any question brought before such meeting,
except as otherwise provided by law or by these Bylawsa,

ARTICLE XV,

Officers,

The officers of this Corporation shall be a2 Chairman of
the Board of Directors, & President, one or more Vice Presi-
dents, & Secretary and a Treasurer and such other officers
and asgistant officers as are permitted or provided by these
Bylaws and appointed by the Board of Directors. The officers
ehall be elected by the Board of Directors after its election
by the Shareholders, and 2 meeting may be held without notice
for this purpose irmediately after the Annual Meeting of the
Shareholders and at the same place,

The Cheirman of the Beard of Directors and the President
@may be, but mneed not be, Sharecholders and shall be Directors
of the Corporation., The Vice Presidents, Secretsry, Treasurer
and such other officers as may be appointed may be, but need
not be, Shareholders or Directors of the Corporation., Any
person may hold more than one office provided the dutiec
thereof can be coneistently performed by the same person,
and except that the President and Secretary shall not be the
same peraon,

The Board of Directors in its diecretion may appoint one
or more Assistant Secretarics, one or more Assistant Treasurers,
and such other officers or agents as it may deem advisable,
and prescribe the duties thereof.

The Chairman of the Board of Dipecteors shall be elected
from among the Directors of this Corporation, He may call
meetings of the Beard of Directors and of any committee there-
of whenever he deeme it necessary., When precent, he shall ecall
to order and preside at all meetings of the Sharcholders of this
Corporation and of the Beard of Directors, He shall be the




principal executive officer of this Corporation, shall have
general supervision over the business and policies of this
Corporation, subject to the control of the Board of Directors,
and may perform all duties and exercise all powers as .are
conferred by these Bylaws, or by law, on the President except
such duties as are required by law to be performed by a
President, or a Vice President, In particular, the Chairman
of the Board of Directors is hereby prescribed as an officer,
in the place but not to the exclusion of the President or a
Vice President, authorized to sign certificates representing
shares to which shareholders are entitled, as is permitted

by Article 2,19A of the Texas Business Corporation Act, subject
to all the provisions of said Act as fully as 1f said signing
were by the President or a Vice President. The Chairman of
the Board shall perform such other duties and have such other

powers as the Board of Directors shall designate from time to
time,

The President shall be elected from among the Directors
of this Corporation, In the absence of the Chairman of the
Board, the President shall perform the duties of such Chairman,
The President shall be the managing executive officer of this
Corporation and shall perform all the duties commonly incident
to his office and such other duties as the Board of Directors
shall designate from time to time, The President or a Vice
President, or such other officer or officers as may be
authorized by these bylaws or such other person as 1is thereunto
specifically authorized by vote of the Board of Directors, shall
sign all bonds, deeds and contracts of this Corporation, The
President or a Vice President or such other officer or officers
as these bylaws may prescribe shall sign all certificates
representing shares of stock in this Corporation to which
Shareholders are entitled,"

ARTICLE XIX,

Except a8 especially limited by vote of the Board of Di-
rectors, any Vice President shall perform the dutics and have
the powers of the Presiient during the absence or disability of
the President, and shall have the power to sign all certificates
of stoek, bonde, deeds, and contracts of the Corporation, He
ehall perform such other duties and have such other powers as
the Board of Directors, the Chairman of the Board of Directors,
or the President shall designate from time to time, From time
to time, a8 1t may determine advisable, the Board of Directors
may designate an Executive Vice President who, in the absence
or disability of the President, shall be the managing executive
officer of this Corporation, The Executive Vice President shall
possess all the powers conferred by these Bylaws on other Vice
Preaidents and shall perform such other duties and have such
other powers &89 the Board of Directors, the Chairman of the

2::?6 of Directors, or the President may designate from time to
e,




ARTICLE XX,

Secretary.

The Secretary shall keep accurate minutes of all meetings
of the Shareholders, the Board of Directors and the Executive
or other cormittees of the Board of Directors, reagectively,
shall perform all the duties commonly incident to his office,
and shall perform such other duties and have such other powers
as the Board of Directors shall desigrate from time to time.
The Secretary shall have the power, together with the President
or a Vice President, to sign certificates of Stock of the Corp-
oration. In his absence an Assistant Secretary or a Secretary
pro tempore shall perform his duties. The Secretary, any Assist-
ant Secretary and any Secretary pro tempore shall be sworn to
the faithful discharge of their duties.

ARTICLE XXI.

Treasurer.

The Treasurer shall have and exercise, under the super-
vision of the Board of Directors, all the powers and duties
cormonly incident to his office, and shall give bend (which
shall be in the custody of the President) in such form and
with such securities as shall be required by the Board of
Directors. le shall have the custody of the corporate funds
and securities and shall keep full and accurate accounts of
receipts and disbursements in books belonging to the Corp-
oration and shall deposit all moneys and other valuable effects
in the name and to the credit of the Corporation, in such
depositories as may be designated by the Board of Directors.
He shall disburse the funds of the Corporation as ne may be
ordered by the Board, making proper vouchers for such dis-
bursements, and shall render to the President and directors,
at the regular meetings of the Board or whenever they may
require it, an account of all his transactions as Treasurer
and of the financial condition of the Corporation.

ARTIC XXII
Removals.

The Shareholders mey, at any meeting called for the pur-
poee, by @ vote of a majority of the shares of the capital
stock issued and outstanding and entitled to vote, remove
‘rom office any Director or other officer elected or appointed
bty the Shareholders or Board of Directors and elect or appoint
his successor, but this provision is subject to Paragraph 6
of Article VI of the Articles of Incorporation of the Corpora-
tion as amended, The Directors may, by vote of not less than
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a majority of the entire Board, remove from office any of-
ficer or agent or member or members of any Committees selected
or appvinted by them or by the Executive Committee.

ARTICLE 200t
Vacancies,

Any vacancy occurring in the Board of Directors (other
than & vacancy ereated by an inerease in the number of Di-
pectors, which 48 governed by Article IX of these Bylaws)
may be filled for the unexpired term by the affirmative vote
of a majority of the remaining Directors though less than a
quorum of the *‘Board of Directors, but vacancies in .the Board
of Directors mgy be filled for the unexpired term by the
Shareholcdiers having voting power 2t & meeting called for that
gzrpoae, unieas euch vacancy shall have been filled by the

rectors,

If the office of any officer or agent,; cne or more, be-
comes vacant dy reason of death, resignation, removal, dis-
gualificetion or otherwise, the Directors may, by & majority
vote, chooge & suecessor oy successore who shall heold office
for the unexpired term., The foregoing proviecions are, however,
subject to Paragraph 6 of Article VI of the Aprticles of In-
corporation of the Corporation as amended,

The amount of capital stock, and of each class therxeof,
ehall be as fixed in the Articles of Incorporation or in any
lawful amendments thereto and the votes of the Corporation
from time to time,

Every Shareholder shall be entitled to & certificate or
certificates repreeenting shares of the capital stoc: - the

Corporation in such form, complying with law s may dbe pre-
seribed by the Board of 61rectors, duly numbered and sealed
with the corporete seal of the Corporation and setting forth
the number and kind of shares to which such Shapeholder 1ig
entitled., Such certificates shall be signed oy the President
or a Vice President and by the Secretary or an Assistant
Secretary. The Board of Directors may also appoint one or
more Transfer Agents and/or Registrars for its stock of any
class or classes and may require stock certificates
countersigned by one or more of them. If certificate. .ev.c-




senting shares of cepitel stock of this Corporation are signed
by a Transfer Agent and by & Registrar, the signatures there-
on of the President or a Vice President and the Secretary or
an Asasistant Secretary cf this Corporation, muy be facsimiles,
engraved or printed, Any provisions of these Bylaws wilth
reference to the signing of stock certificates shall include,
in cases above permitted, such facsimile signatures. In case
any officer or officers who shall have signed, or whose fac-
pimile signature or signatures shall have been used on, any
such certificate or certificates, shall cease to be such of-
ficer or officers of this Corporation, whether because of
death, resignation or otherwise, before such certificate or
certificates shall have been delivered by this Corporation,
such certificate or certificates may nevertheless be adopted
by the Board of Directors of this Corporetion and ke issued
and delivered as though the person or persons who signed such
certificate or certificates or whose faesimile signature or
pignaturee ohall have been used thereon haed not ceased to be
guch officer or officers of this Corporation, Any stock cere
tificates bearing faceimile signatures of officers of this
Corporation, as above provided, may also bear a facsimile

of the seal of this Corporation.

ARTICLE XXVI,

Shares of stock may be transferred by delivery of the
certificate accompanied either by &an aseignment in writing
on the back of the certificate or by a written power of at-
torney to sell, assign and transfer the same signed by the
person appearing by the certificate to be the owner of the
gshares represented thereby, No transfer shall affect the
right of the Corporation to pay &ny dividend due upon the
atock, or to treat the holder of record as the holder in
faet, until such transfer is recorded upon the books of the
Corporation or & new certificate is issued to the person 0
whom 1t hae been 8o transeferred, It shall be the duty of
every Shareholder to notify the Corporation of his poet of-
f4ce address,

The Board of Directors shall have power to close the
gtock transfer books of this Corporation for a period not
exceeding 50 days preceding the date of any meeting of share-
holders or the date for payment of any dividend or the date
for the allctment of rights or the date when any change or
conversion or exchange of capital stock shall go into effect;
provided, however, that in 2ieu of closing the stock transfer
books as aforesaid, the Board of Directors may fix in ad-
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vance & date, not exceeding 50 days preceding the date of any
meeting of shareholders or the date for the payment of any
dividend, or the date for the allotment of rights, or the
date when any change or conversion or exchange of capital stock
ehall go into effect, 88 & record date for the determination
of the shareholders entitled to notice of, and to vote at,

any such meeting and any adjournment thereof, or entitled to
receive payment of any such dividend, or to any such allot-
ment of rights, or to exercise the righte in reapect of any
such change, conversion or exchange of capital stock, and in
such case only such shareholders as shall be sharehclders of
record on the datz so fixed shall be ent’!tled to such notice
of, and to vore at, such meeting and any adjournment thereof,
or to receive payment of such dividend, or to receive such
allotment of righte, or to exercise such rights, as the case
may be, notwithatanding any trensfer ef &ny stock on the books
of this Corporation after any such record date fixed as
aforesaid,

ARTICLE XXVIII,

In case of the loss, mutilation or destruction of
certificate representing shares of stock, & duplicate -ertifi-
cate may be issued upon such terms a8 the Board of Direetors
may prescribe,

The seel of this Corporation shall conaist of & flate
faced circular die with the words and figures "GULF STATES
UTILITIES COMPANY CORPORATE SEAL 1925 TEXAS" cut or engraved
thereon.

Unlese otherwiee expressly required by the laws of the
State of Texes, the books and the records of the Corporation
w8y be kept outside of the State of Texas at such place or
places ae may be designated from time to time by the Board
of Directors, '




ARTICLE XXXI.

Amendments.

These Bylaws may be amended, added to, altered or re-
pealed by the Board of Directors of the Company. In the event
of any such amendment, alteration or repeal of these Bylaws
by the Board of Directours, the notice of the Annual Meeting
of the Shareholders which shall thereafter first be sent to
the Shareholders shall state that the Bylaws have been so
amended, added to, altered or repealed and shall describe or
get forth or be accompanied by statement describing or setting
forth such amendment, addition, alteration or the text of any
article which has been repealed. Notwithstanding anything
hereinabove contained, these Bylaws may be amended, added to,
altered or repealed at any Annual or Special Meeting of the
Shareholders by vote in either case of a majority of the
voting power of the shares of the capital stock issued and
outstanding and entitled to vote in respect thereof, unless
the guestion is one upon which by express provisions of law
nr of the Articles of Incorporation or of these Bylaws a
larger or different vote is required, in which case such ex-
press provision shall govern and control the decision of such
question, provided, however, that notice is given in the call

of said meeting that an amendment, addition, alteration or
repeal is to be acted upon.
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GULF STATES UTILITIES COMPANY

COMPARATIVE BAL'NCE SHEETS
housa (] ars

1973 1871

ASSETS

PLANT AND OTHER INVESTRENTS:
Utility and other plant: _
Electric utility plant,
at original cost §1,307,877 8, wz m $1,017,002
Steem products plant, ot cost.. 2,83 52.072

Gés ::g;ty plant, &t cost. 'T‘ﬂ%‘%% i : ;gnm 17,?

Lm. ?ccuimlom provision for

rRciation. ...ovuiee 231,607 207,084
Tota) plant less accumlatod ;
provision for depreciatien.. 1,087,708 1,017,352 240,758 879,526

Investament in and advances O sub-

sidi:a compeny, at :gu:gy das zg.g; i.;ﬁ

Nonutility property & nves m 2 A 1,268 1,23
Total plant and other iavest- 230 i
C TR At Sa 004 ', 100,666 1,020,047 841,998 880,758

81,414 86, lﬂ 350230 35,183
DEFERRED DEBITS AND OTHER ASSETS.. 2,816 l :
TOTAL ASSETS

LIABILITIES

CAPITAL STOCK ARD RETAINED EARKINGS:
Preferred stock, cumulative, $160

CM stock, without par valuo
Premiva on preferred stocks.
Retatned 2armings. .......... .o
Common equity ad
Total capiwl stock and nuim
earni
LONG-TERM [E T
First Morcgege bonds........ PP
Debentures.
Tota) lonrtem dcbt ..... e
Cepitalization....... B RAL 93¢, Bix
CURRENT LIABILITIES....cvvvrnn. EEakiad SE, 118
DEFERRED CREDITS. ..vvvvvvnnnnns 15,81
OPERATING RESERVES. . 1,710
COMTRIBUT IOHS 1IN Alb OF CONSTRUCTIGN 2, 77!
ACCUMULATED DEFERRED INCOME TAXES..

TOTAL LIABILITIES.... w g&m $ 978,889 § 917,771

[ ) Decrease




GULF STATE" UTILITIES COMPANY

COMPARAT I VE BALANCE SHEETS

1

| [Thousands of ars
Avg. Annual  Avg. Annval Avg. Annua)
Growth Rate Growth Rate Growth Rate
| 1969 1968 1963 1971 - 1973 1969 - 1973 1964 . 1973
| $913,320 $797,571  $507,039 8. 8% 10,48 9.9%
i 51 426 49,639 40,205 5% 1.3% 2.8
'; 13,877 4.5% 3.88 .
98T, 529 'l'Eg"‘YFG "m‘%'n 8.3 3.8% 9.4%
185,561 167,524 99,899 12.3% .88 1.4
796,268 696,236 461,222 7.3% 9,3% 9.01
“ 1,078 1,163 789 (6.1%) (2.6%) 2.68
797,346 697,399 462,01 8.0% 9.7% 9.2%
29,792 28,432 18,175 13.5% 12.6% 1.0
: 1,602 i 12.78 3.6% 13.4%
| R 8.23 3.88 9.2%
82,500 ¢ 12.5% 7.3 6.5%
S TS 8.4 9.53 7.6
600 600 3.08 1.88 1.6%
103,366  93.567 10.28 10.6% 10.7%
308,549 295,740 10.08 9.3% 8.3t
374,000 324,000 6.1% 9.9% 9.8%
; 11,625 12 (3.5%) (3.38) (7.9%)
r'{f%s T 5.9% 9.5% 8.81
| * 7.78 9.4% 8.6%
77 . 10. 63 12.3% 15.93
‘r 11,745 9,668 13.18 16.93 21.0%
1,201 1,229 1.0% 7.6% 9.7%
| 2,041 1,788 16, 16.53 23.68
40,862 _ 36,679 .98 .78 *1.0%
9.2%




GULF STATES UTILITIES COMPANY
CAPITALIZATION

CAPITAL STOCK MAD RETAINLD LARNIESS

bpe 2LI00D Dec. 20, 0012

COPOLON STOCY*® .. Witkawt par volus «« Authorized, 50,000,000 sheres -
Cutstonding, 28,547 328 .haves (20,24 Shoroemars) . ... .. 00,809,720 $187 878 0%
artamed lsatels L : AL 580,600 139,050,011

Tots) cemdon stock oad relained sarn) ¥i v iads o vt 1 9241 %
PUEPERALD STOCK ~-Cumyiotive--§100 par '.‘.?%....m.,...,.. 3,000,000 L st b, 14, L

shares - Dutstending, ' 175,000 sharves (2,872 Sharommers)
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GULF STATES UTILITIES COMPANY

GROWTH IN ELECTRIC INDUSTRIAL REVENUES AND KiH SALES

KWH
Revenues Per Cent Sales Per Cent

(Thousahds ) Increase (Thousands ) Increase

§99,23 27.3 11,001,560 5.
77,941 14.1 10,415,986 1.
68,322 7.8 9,371,114 3.
63,394 6.8 8,698,045 7.
69,367 12.3 8,098,285 14,
52,858 13. 7,066,849 15.
46,688 9. 6,129,205 6.
42,665 7. 5,749,839 9.
39,706 10. 5,249,407 13.
36,096 : 4,637,833 n.
33,13 . 4,181,722

Avg. Annual
Growth Rate
1971 - 1973

Avg. Annual
Growth Rate
1969 - 1973

Avg. Annual
Growth Rate
1064 - 1973




GULF STATES UTIuiTIES COMPANY

FLECTRIC REVENUES FROM INDUSTRIAL CUSTOMERS
{Thousands of Dollars)

1973
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SULF STATES VTILITIES COMPANY
NDUSTR TUMER TR

Cement - Petroleun Refini nd R

Alpha Portland Cement Co. American Petrofina
ldeal Csment Co., Baton Rouge Gulf 011 Corp.
Shell 011 Co.
nemicals and Allied P $ Unfon Texas Pet. Div., Allied Chemical Corp.

Unfon 76
Allied Chemical Corp.
Citfes Service 011 Co. Pipeline Pumping
Columbian Carbon Co.
Continental 011 Co. A1lied Chem. Ceorp.
Cosmar, Inc. Colonfal Pipe Line Co.
Dow Chamical Co. Dixie Pipe Line
Exxon Chem. Co. U.S.A. Equorar Pipeline Co.
E. 1. DuPont Co. Gulf Refining Co.
Fosver Grant Co., Inc. Exxon Pipeline Co.
Big Three Incorporated Fobil Pipe Line Co,
Geigy Chemical Company Plantation Pipe Line Co.
W. R, Grace 8 Co. - Davison Div, Texas Eastern Transmission Corp.
Gulf 011 Corp. Teras Pipeline Co.
Liquid Air, Inc. Hest Texas Gulf Pipe Line Co.
Hercules Powder Co. BASF Wyandotte Inc.
Hous ton Chemica) Co.

Jefferson Chemical Co. salt Mining

Kaiser Aluminum and Chemical Co.

Koch Chamical Co. International Salt Co.
Koppers Co., Inc. (ARCO) Jefferson Island Salt Co.
fobil Chemical Co. Korton Salt Co.

Monochem Inc.

0lin Chemical Corp. Shipbuilding
Phillips Chemical Co.

Pittsburg Plate Glass Industries Beaumont Shipyard of Bethlehem Stee)

S1d Richardson Carbon Leyingston Shipbuilding Co.
A. Schulman, Inc. - Cabot Corp.

Shell Chem. Co. © Steel

Steuffer Chemica)

Uniroyal Chem, Co. American Bridge Div., U. S. Steel Corp.
Vulcan Chem. Co. Stupp Corp.

BASF Wyandotte Chemical Corp.

Synthetic Rubber
Grein Handling

B. F. Goodrich, Inc.
Cargill, Inc. Copol yer

Firestone Tire & Rubber Co.
Paper and Wood Products Geodyear Tire § Rubber Co.

Neches Butane Products Co.
Champion Papers, Inc.

Crown Zellerback Corp. South Centra) Bell Tel. Co.
EasTex, Incorporated

Georgia Pacific Corporation

Owens-1111nois MiN

Equitable Bag Co.

Kirby Lumber Co.

Lovistana Pacific Corp.




GULF STATES UTILITIES CCMPARY

INC APPLICABLE TO COMMON STOCK
Ousands of Dollars)

% Incrzase Over

Year Amount Previous Year Dividends
1973 , 487 7.2 02
1972 40,518 16.0 26,569
M . 34,925 - 25,009
1870 38,914 14.0 22,740
1969 30,628 7.0 20,813
1968 28,619 16.0 19,182
1967 24,668 3.6 17,013
1966 23,803 13.6 16,183
1965 20,958 13.5 14,731
1964 18,466 8.0 12,863
1963 17,103 3.4 11,619

GULF STATES UTILITIES COMPANY
COMMON STOCK ZARNINGS AND DIVIDEND DATA

! Eurn;ags Splnc:ease Over Di;idends Paid % Paid
‘ Year r Share revious Year er Share Qut
1973 51.7% 6.9 $1.10 65%
) 1972 1.59 8.9 1.04 652
o 197 1.46 (2.0) 1.04 %
; 1970 1.49 8.0 .98 &6%
; 1969 1.38 6.2 .94 68%
; 1968 1.30 9.2 .B8 687
“ o 1967 1.1% 3.5 .82 693
| 1966 1.15 13.9 .78 68%
g 1965 1.00 13.5 A 70%
1964 .89 8.5 .62 70%
1963 .82 2.5 .56 68%

() Decrease




GULF STATES UIILITIES COMPARY
TOTAL PLART IRVESTRENT

- Steam
? Electric % Gas b4 Products % Total £ % of
, Year Plant Inc. Plant Inc. Plant Inc. Plant Inc. Depreciation Plant
1973 $1,307,877 8.3 $19,975 6.1 $52,833 >3 $1,380,685 7.9 §292.977 21.2
: 1972 1,207,64% 9.6 18,821 £§.3 52,754 1.1 1,279,228 9.1 261,872 20.5
S 1971 1,102,136 8.4 18,044 2.1 52,185 .2 1,172,365 7.9 231,607 19.8
g 1970 1,017,012 11.4 17,506 & 52,072 i.3 1,086,5%0 10.7 207,064 19.1
3. 1969 913,320 14.5 17,083 3.2 51,426 3.6 281,829 11.7 185,561 18.9
-~ 1968 797,571 15.6 16,550 4.3 49,639 22.0 863,76 15.7 167,524 19.4
: 1967 689,934 13.4 15,870 3.8 40,696 .S 746,500 12.4 150,323 20.1
1966 608,307 9.3 15,289 3.9 40,493 .3 664,08 8.6 134,149 20.2
] 1965 556,504 6.5 14,766 3.3 40,394 .4 611,666 6.0 123,750 20.2
5 1964 522,891 3.0 14,29 3.0 40,22% A 577,u16 2.8 113,098 19.6
1963 507,039 5.6 13,877 3.8 40,205 1.7 561,121 5.2 9%.899 17.8
g Avg. Anmual
: Growth Rate :
. 1971 - 1973 8.8% 4.5% .5% 8.3% 12.3%
Avg. Annual
Growth Rate
1969 - 1973 10.4% 3.8% 1.32 9.82 11.82
Avg. Annual
Growth Rate
1964 - 1973 9.93 3.7% 2.8% 9.4% 11.4%

oy

Table in thousande< of dollars




GULF STATES UTILITIES COMPAMY

SUMMARY OF OPERATIONS GROHWTH

F

LLELTERIC AMD STLAD PROUUCYS DEPARTWENT

Customery
Res 1doat 1)

Comtmer fca!
Industrie)
Other
Total :
Eflowatt-Mour Selon (Thousands)

Res ident i)

Ceserice!)

Ingustria)

Other
Tota) Utiivty |

Stees Progucts
Tots) Systea

flactric Custoar Deta

Average Kilowett-Mour Use

Per Aestdential Custamer

Average Revonue Por Res (dentis!

Custoaer - Dollar:

Avorege Revenue Per Kilowett-

Hour - Cents

“Bos tdentia!

Commercie)

Ingustirial
GAS DL PARTME N
Cus tosars
Aaturs) Gas Purchased--
LI tnb\t feat '
Sales - B - Cubic Feet
L ﬂ|| oS
CAPARILITY, | DAD AND KESERVLS

(ki lomatty)

Generating capebi! ity et tise of
peat load (1)

Copabilig 'ﬂmn froe Som Rayburn i
Toleso Deows and Cajun € ectric Pover
Cooparative, Inc. oithout reserves |

Tota! Copability at time of peat
load

WW NGB BNy -

Peat loed \u\uﬂn \Mnmublo
leas (1)
Plus:  Paser soles ol th reserves
o other yt 1 )ity systiess
Less
laum‘uuo 1080 #t Lime of

'unuue paorr ofth reserves
inclvding TYA Diversity
Inte
Load for chich rosrrves ore
provided -
Capabi i ity In Eacoss of Load
Less hadu led Meintenorte At Tlee
of Poet Load
Reserve Copability
rerient reserves
Annua! Load Factor
Gutput
Rat Beawh Gcneretod .
fist P;m:h?ud ond laurchmn
ole .
SISCEL LR2EOUS
Steam Sales - Willioms of Pounds
Koxtoum Stoss Deend - & -
Pounds Per liour
flectric Ling - Pole Hn\ﬂ
Trensaission (69,000 volts and

Distribution (34 500 ¥olts and
Unde: )

Unde rground Cd\lmi\n'-~
Hiles of Qowte :

(1) Excluges 1ood sarved by anu capal i Vity uf the 70,588
kilouatt stoem-electric Installation mainta ned and
operatod by the Industria) Chenicals Division of
Al 11g0 Cremica) Corporation
Denotes red finure
Dacresse

R

€. 908

b, 606
1,83
.00
3,7%,.8%0
.67 .%)
11,001,560
1,518,670
18,631,936
7,890, 88
B2 008
10,809
264 .9
8

Ha ] )

80

AN 1)
§.500 830

LRI I 1
1,008

168 000
475,000
3,790, 300

0

215,000
3,545 500
1,188,500

Y
1,188 500

3
6
<1, B9 807

917,99
72,808,499

»on

LI

3.7
5.3
o,

h 4]

1870

80, M0
41,14
%01
1.5
we .00
3,64 388
2,360,640
10,415 ,.5¢5
1,719,209
16.082,08)
1,602 .90
0,684 002

10,87

235,68

39 .800

115 0%
3,047,850
1,000,180

0,
1,000,'60
b
68.9%
21.28) 658
§19,87%
2,120
24,545

3.8
15,019
L 24

130,416
an
§.320
1,320
m. e
3, 1n.mMm
2,114,689
LR AN
1,482,530
16,101,286
1,680,
a,. 800
9,048
m.we
2.0
L 3
n
8,
6,768 .83\

8. 888.402
949

4,156,000

98,000
4,28),000
3,205,000

160, 000

ns.c»

3,139,400
1,103,600

176,000
937, 600

x
®.n
20,843,077

020, 0584
19,683,008

7,84
e

3,589
14,658
429

Ny,32¢
39,25
o, Gth
V324
360

l; )77

9,084
200 67

3,628,000

98,000
3,723,000
3,009,400

160,600

37,600

ns, 000
2,820,000
833, 200
Ped, 600
§50, 200
20
&8.4%
u.m.m
\.w
18,230, l”
24,162
am

.
14,30
B




GULF STATES UTILITIES COMPANY
SUMMARY OF OPERATIONS GROWTH
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GULF STATES UTILITIES COMPANY
ELECTRIC OPERATING REVENUES, KILOWATT-HOURS SOLD AND ELECTRIC PLANT

~[Thousands)

Electric Opera- % Increase Over Kilowatt-Hours % Increase Over Electric % Increase Over
ting Revenues Previcus Year Sold Previous Year Plant Previous Year
$262 ,695 20.1 18,831,936 $1,307.,877
218,766 18,062,061 1,207 642
190, 585 16,101,296 1,102,136
175,319 14,820,610 1,017,012
164,487 13,768,594 913,320
147,621 12,044,585 797,51
131,953 10,875,806 589,934
121,19 9,696,543 608,307
111,229 8,786,912 556,504
102,652 7,065,788 522,491
97,568 7,129,912 507,032
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GULF STATES UTILITIES

ADDIT F_GEMERATING CAPABILITY
ousands © owatts

leesticy

ioehea Dtation
(Groumsnt , To880)es:
louiotane Statione

fo. ) and Wo. P
(Gt Rougo, 1a.)....
Riverside Blation
(lobe Gavies, 16.)...
Rey 3. Ba)oer Station
(Lako Cacvdae, Lo, ).,

- .
-

(hm m, IA-)-“- x - »
Potal by YOS iseirs B0 T 1ES) -

Fowal Copabdllity
ot Bad of Year...... 2,081 2,095 24785 3,048 3,08% 3,880 b,1%% 8,013 LTS

werroBODOGUAOd COBRDLLARY ~ornvsnarsnernsmrareesas

Totad Wy
A58 bV and 2tptiees
#oohes Btatiem

(Coossat, Fanes)..... L o
leuicians Statione

#. ) and Be. @
(Boten Rowge, L0.). .4,
Rizeraits Btation
(Latn Caardas, La.)...
ey 6. Beloem Slaiton
(lake Gharlos, 1a.)...
Willoy Glen Ptation
(Bavon Rouge, 1o.). ...
febias B8tation
(Ovenge , Taxas).... ...
lovie Oreck Blation
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T4 ~ AMlied Cromical
(Bawan houm , la.)
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0 gamersticn cpercied, salatalsed ond fualed by Alliad for ves esclueitaly e Allied's systaa. Sioce W eutpw!
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GULF STATEC U, _ITIES COMPANY
WIKTER AND SUMER PEAK LOADS

¥iater Load As
W ter Per Cent Susmmer Per Ceat R Per Cent OF
Posk Load (M) Incresse  Pock loed (K¥)  Increese  Summer Loed

2,861,000 19.5 3,781,700 5.0 75.7
2,589,800 i3 3,602,700 9.7 7.9
2,290,000 €.0 3,285,000 8.1 69.7
2,201,100 0.3 3,039,400 6.6

1,299,800 10.0 2,850,600 11.6

1,817,700 12.7 2,554,000 na

1,612,400 9.5 2,299,600

1,472,300 2,049 600

1,329,600 1,832,050

1,169,760 . 1,712,100

1,133,200 . 1,531,460

§ Suzmer Peck Lood on Rucwst 21, 1973, Winter Pesk Load on Bocember 20, 1973,
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GULF STATES  .LIVIES CONPARY

SUMPIER AIR CONDITIONING REQUIREMENTS

E

E

IEPANTUNE FROG ORMAL COOLIED DECREER DAYS

&
Y
w
>
WOMRAL
-20
-0
40
£0
-100
-3
140

Average daily temperature minus 65 degrees equals cooling degree days.

- Actual cooling degree days. Normal was 2,420 cooling degree days.




GULF STATES UTILITIES COMPANY
RESIDENTIAL COOLING: AND HEATING KWH USE PER CUSTOMER

Maximum Month's KiWH Maximum Month's KW
Use of Cooling Period % Use of Heating Period %
(May-October) Increage (Novasber-Agril) Increase

859
835
793
810
841
641
569
567
472
455
433

118 98.3
60 (22.1)
n (18.9)
95 13.1
84 (10.6)
94 14.0
83 30.8
63 76.3
36 (102.8)
73 33.7
55 (10.4)

— A
80»—‘(»!\:0!”
a—u;&uwu—lwo
N S

U ot W
o . -

-
~—

Table in kilowatt-hours
( ) DBecrease
Table prepared eliminating kilowatt-hour base use per residential customer

% Page 24




GULF STATES UTILITIES COMPANY

ELECTRIC DEPARTMENT FUEL ECONOMY DATA

it 000

[0l
11,000 |

| So—

- -

10, 630 | i-vf%_ -
o.mcL——-E-"

, D00

looui__. I E——
|

[T SE——

5,000 A -

190} e 1985

w— U Per TUR Oenorelod
sessssWiile Per Bl YN Genereied

20,430,108

19,818,019
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GULF STATES UTILITIES COMPANY e
THLY RESIDENTIAL SERVICE RATES

Texas Louisigna
t Rate Per Kwhre® Ngg Rate Per Kwhr*
y- Wov., - y- ov.~
Oct. Apri ) Oct. . Apri )
First 40 Kwhr Used Per Month 5.50¢ 5.50¢ 5.%;( 5.55¢
Next 60 Kwhr Used Per Month 4.55¢ 4.55¢ 4.587¢ 4.57¢
Next 300 Kwhr Used Per Month 2.60¢ 2.60¢ 2.60¢ 2.60¢
- Next 200 Kwhr Used Per Month 2.35¢ 2.35¢ 2.38¢ 2.38¢
- Additional Kwhr Used Per Month 1.70¢ 1.35¢ 1.73¢ 1.36¢
Minimum Monthly Charge $1.25 $1.25

Where customers have a standard electric water heater in regular use, the
following monthly final blocks become effective after the first 150 Kwhr, which are
billed at the above rates.

Texas Louisiana
Final Net Rate Per Kwhr* Net Rate Per Kwhre®
Tank aci Block In Final Block In Final Bleck
30 te 70 gallons 400 Kwhr 1.35¢ 1.36¢
71 gallons or over 600 Kwhr 1.35¢ 1.36¢
Two or more water
heaters 600 Kwhr 1.35¢ 1.36¢

One hundred percent of kilowatt-hour sales are covered by fuel adjustment

clauses.

@ ¥ PTus appiicable fuel and tax adjustments
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Gulf States Utilities Compeny
Comparative Belance Sheet
(Thousends of Dollars)

ASSETS

Aauﬂ 2\ 1974 Asu« 31,1973
Usility and other plant, at original cost:

Elgetric utility glamt . . . . T ; $1,081.27% $1,043,07%
Dmmwoducupwnt.v.,... 52 808 82,744

Gas utility plant s 1ehh vt A bk A AT !9&7 19,164

*
Towl . .. 5l 1,183 50e 1,114 864
Lew: Accumuleted wovmon for dowocmnon - 285 803
Tot2! plent lees sccumuloted provision for
daprecigtion . . . . . . 820 301
Construction work in progres, 6t con i ’ 224 454
Totsl utility and other plent . .. ... ... 1180434 1,085 546
Cthar progarty and investments:
Othor progsrty ond investmants, at cost . . %40
Investrrant in end edvances to cubsidiary company,
at eguity . Ty X 172&
Total other progarty end invetmonts | ' 18,178
Currant &e080s.
Cash . . . p 4517
wmm . ] ‘ &1k 30 440 370
Temaorsry caih cmamwnu i | O
Account recoiveble, iess sccumulated provision for
uncolioctibles . . . . . . ol y &4 804 31,382
Materisis ond supplies . . . . : 0,484 8,308
Fucl stoek . . . i i
Prapoy ments ilﬂg
Totwl current gaets | . SR !8!
Dsterred dabits:
Unamortized debt expense STk 1,077

Othar . . e SET ‘&
Totel deterred dabits | ¢y 2936

ﬂéB? 482

LIABILITIES
Capitelization:

Capital stock and retained earnings
Common stock . . . S $ 187580
Retainad eornings ; r §43 188 390
e R R 243970
Praferrad stock . . . . TN gy PRt 117 500
Pramium on prefarred nom \3 ; I8k [

Tota capital stock and retainad earnings . . . . 482128
Longterm debt:
First mortpage bonds e N PR 579,000
Debenturss . . e in A 10128
Ungmorntized premium, discount onm R 500

Total long term debt

Total copitelization kR ek A A 1&1.750
Current liabilitias:

Notes payable

Other . : ; 22,485
&»ccounumvuuo T (e 24 29%
Customans’ deposits . . . . . b 2983
Toxes ocerued T
Dividends declered . . . . . . 8 L s Gk el 8838
Other current liabilities . .

Totel current liabilities
Dotarred credits:
Investment tax cradit
Accumulated deferred income taxes
Other . . . .. e ;
Tow! defarred credits
Opersting rasarves




Lovisiens and Toxes
Organlesd under the Lovm of Toxas

Comasrative Ineome Stotement
(Thouwsands of Dedlers)

101,417
B
2,64

21,659
9213
2826

Deferred - nat i AR
irvegiment cradit deferred - net |

Totel opsrating expenses
Qpareting ingdme :
Qaher inzoma (deductions) - net
Allorsgnes for funds wad during
GONSLr LCRION

ingoma befera interast chergas
ifReoeet chargss:
Interast On long-térm debt . .
Ciher

Proforrcd dividends . . . . . e
Incomo applicobie to edmmon stoek |

Averaga common sharcs outstanding .
Earnings por svaraga common ghare

* Daorssse

Nota: Othar income (deductions) - net for 1874 and the current 12 months includss results of tha Comoeny's subsidisry, Veritus Corgoration,
ot squity,




Guif States Utilities Company
(Thoussnds of Dollars)

‘ CAPITAL STOCK
Common stock, without psr value. outhorized 40,000,000 shares: outanding 26,547,328 sheres.

Profarred stock, cumulative 8100 per; authorized 3,600,000 chares; outstanding 1,175,000 shares es follows

120,000 sherss 84.40 dividend, entitied upon mdematicn to S108 perchare . . . . . . .. . .0l i $ 12,000
20,600 sheres 84.80 gividond, ontitiod upen recomption W B10S Esrehere . . . . . . .. ... $,000
0,000 shares $4.40 divigond, 1840 Sarics, ontitled upon rEemption 10 S1@ parshore . . .. . ... ... 6,000
70,000 shares 84.20 dividend, ontitica upon redomption t0 102818 garthare . . . . . . . . .. A lelie g 7.000 ,
80,000 sharsa 84,44 divicond, oasiticd upon redamption o 810378 pershere . . . . .. ... L $,000
76,009 oheres 88,00 @vidand, entitiod uon redamestion o BICAZBperehe . . . . Ly 7,500
169,000 sharcs £8.98 Gvicnd, entities upon redemgtion 10 30003 perehe® .. . . .. .. Lo 10,080
169,600 shave 54.02 dividend, antitiod upon rodameion 0 BIGDBT Corehem® . . . . .. oo v e 10,600
89,600 shersa 68,08 @vidand, ontiticd upen redemgaion 10 $108.34 por ehero

ERCr o Juty 1, 1677, ond hormtter W BIBBDI ERY M@0 . . . . . . .. L h e e s 20,0600

20,800 ehveres 3728 dividond, entitied upen redsmption t $168.28 gor chare
priez 10 Sopaewar 1, 1877, then untll Sopsomer 1, 1052 o 5108.29 per
@, then undll Bestavdir 1, 1887 w §108.50 per share, and themeltdr o

.....................................................

LORG-TERMN DERT
Firat Martgens Donds:

2O/ Lavhe s TOTD (encluding B1.G0D In WOBURY) . . . . L. e e e e 8 OO

e R A g S N N e e o e M e i e (L

...................................................

e e A R PR NP (R U G LS R SEE A e P

T e T L e R et e S e S s Dl 0,000
v D e et LR SR e S i SSRGS S R S B = B e RIS 10,600
T D R s S TR 10,800
L R T B o G ol O R R e R 1L 18,000

CE e e RS G R R R st L LAY N O ) IR e

.....................................................

...................................................

BB A IBED . . .. . . s T L T
bt T S R I R S P A et LS 17,620
AN Barics 1882 .. . L e PR R

.......................................................

.....................................................
.....................................................

.................................................

TR o 1830 . . . . e

......................

E T T e P A S g (I 23,0600
B/ Bri@ 2000 .. .. ... 00 R 4 N S AR RTINS b e 30,000
VRS BT DI IR ¢ o 60 5% 560085500888 080880888508 8040 880800 K8" 001008 0,600
G e 1 AR R R T R R A AR e M A A N 3,000
8 1/3% Saria G0 2003 ... ., LR R ST T R S R g e e gl S S S R $0,000

8 6/3% Series cdue 2004 (iesued Mereh, 1874) . . .. .. ... e

Debontures
A% due1B8Y ... ... ... ...,




GULF STATES UTILITIES COMPANY
STATEMENTS OF CHAMGES IN FINANCIAL POSITION

Furds Ovea Oparaticas:
Kot Incese

Itass w0t affocting mtn capital:
Deprociation
fomptizatica ef \ul on sale of

Sale

bumds

:M froe Oporaticns
ov:

m.
Gress plamt ecditions

01 videner

irammat of \aag-tara dedt

Temporgry caoh 1Receisgats .
Invaa BNt 16 end odvonces w0 oubsiéiary

(a)

Incraasa (docrpase) In cemsoRents
of working capital (eslu:\n nates

1807

un
$ 50,177,106

35,783,687

6,494,404
206,024

§0,809,000

(30,783,342)
)]

$107,233,919
34

L L

375,050
(87,90,690)

1972
$ 45,167,82%

33,608,217

8,771 ,08
77,038

33,084,996

9,288,710

$111,314,4)4
)] JIO m
378,600

&7 .n.w

§ 5,0,

A1 11
§ 39,009,238

4,921,769
74,803

§ 91,004,128
89,039,221

$  (620,462)
118,436
1,889.69)

6,709
1463, 004

1,078.37)
{a63.670)

1]
$ 30,990,410

25,800,3%

138,613
4,860,082

$116,888,934
25,804,230

1868
$ M.TN.A0

23,275,683

$42,049
4,183,782

—siit

2,311,180

$12,387,083
a 489

R

$ 2,150,838
(Nﬂ.lﬁ;
(3,76

&0 99
{Lm.m
4,787,320
1,208,679




To request copies of Annual
Reports, Quarterly or Interim Reports,
Monthly Condensed Financial Statements,
or other miscellsneous information
about Gulf States Utilities Comoany,

please phone or write to

R. W. Jackson
Secretary

Area Code: 713-838-6631

P. 0. Box 2951
Beaumont, Texas 77704

Prepared by

Corporate and Finance Department
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Septeiber 27, 1974

WOTC TO FILE: Gulf States Utilities Coupany ,
River Bend Station, Units 1 & 2, Dkt. Nos. 50-458A & 50-459A
Blue Iills Station, Units 1 & 2, Dkt. Nos. 50-510A & 50-511A

On today's date I had a telephone conversation with Frederick H. Ritts,
Attorney, 600 New lampshire Avenve, i.W., Washington, D.C. ' Mr. Ritts
represents the Sam Reyburn Dem Electric Co-up (Sam's Dam). ‘He advised
that in Tate August 1974 at the conclusion of a’hearin? before the :
Federal Power Comnission attorncys for Gulf States advised that the pro-
posed Blue Hills Hucleor Units had been postponed for at least two §ears
for financial reasons. They also advised that “for the present” Gulf
States would oppose access by Sam's Dam to River Bend because the units
are not located in Texas. :

Mr. Ritts advised thet his clients are in a rapidly growing area and .
'ere depending upon access to the Blue Hills Nuclear Units for assistance
in the future, Sam's Dam has retained the engineering firm of Sanderson
énd Porter of !'ew York City for a feasibility study. Mr, Ritts requested
a m2eting with 0GC to discuss this matter and to explore possible access
to Gulf States' River Bend Units, e agreed to meet in my office on
londay, Cctober 21, 1974 at 11:00 a.m. Mr. Ritts advised that he wvould
have a reprzsentative from Sanderson and Porter present at the meeting and
that he anticipated the reeting to last no longer than an hour.

’ 3l
fﬁ<77{/

i o0t v 4
Pl e .

Benjamin H, Voéler
Assistent Antitrust Counsel
: for AEC Regulatory Staff

& VI 7 Sy

.’l~~. l, /’
cc: Joseph Rutber94‘4"/‘

Argil Toalstod™= ) e
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NEW ISSUE
In the opinion of bond counsel, interest on the Bonds is exempt under existing statutes, regulations,
court decisions and rulings, from all present Federal income taxes. except under certain conditions as

explained under the caption “Tax Exemption” herein, end under the provisions of Louisiana statuies,
interest on the Bonds is exempt from all taxation in the State of Louisiana.

OFFICIAL STATEMENT
$20,000,000

INDUSTRIAL DEVELOPMENT BOARD OF THE

Parisi OF CALCASIEU, INC. (LOUISIANA)
POLLUTION CONTROL REVENUE BONDS

(Gulf States Utilities Company Project)
Series 1974

Pavable, except 1o the extent pavable from Bond proceeds, solely from and secured by a pledge
of subrentals derived from the sublease of the Project by the Board to, and an unconditional guaranty
of the payment of principal of, premium, if any, and interest on the Bonds by,

GuLF STATES UtmLimEes COMPANY

Dated: December 1, 1974 Duee: December 1, as shown below

The Ponds will be issuable as coupon bonds in the denomination of £5,000 each, registrable as to
principal only, and as fully registered bonds without coupons in the denominations of $5,000 and any
integral multipie thereof. Principal and semi-annual interest (June | and December 1, commencing June
1, 1975) will be payabie on the coupon Bonds at the principal office of Hibeinia National Bank
in New Orleans, located in New Orleans, Louisiana, as Trustee, or at the option of the holder at
the principal office of Irving Trust Company, located in New York, New York, as Paying Agent ‘and
on the fully registered Bonds at the principal office of the Trustee.

The Bonds will be subject to redemption prior to maturity as more fully described herein

MATURITY SCHEDULE

$ 3,000,000 6% % TERM BONDS DUE DECEMBER 1, 1984
$ 3,000,000 7% % TERM BONDS DUE DECEMBER 1, 1989
$14,000,000 7% % TERM BONDS DUE DECEMBER 1, 2004
PRICE 100%
(Ples Accrued Interest from December 1, 1974)

The Bonds are offered, subject to prior sale, when, as and if issued by the Industrial Development
Board of the Parish of Calcasieu, Inc. and accepted by the Underwriter named below, subject to the
approval of legality by Foley Judell Beck Bewley & Landwehr, as bond counsel, and approval of certain
legal matters by Kutak Rock Cohen Campbell Garfinkle & Woodward, as counsel for the Underwriter,
and certain other conditions. It is expected that delivery of the Bonds will be made at the offices of Blyth
Eastman Dillon & Co. Incorporated on or about December 20, 1974, in New York, New York.

BLyTH EasTMAN DiLron & Co.

Incorporated

November 18, 1974
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OFFICIAL STATEMENT
$20,000,000
INDUSTRIAL DEVELOPMENT BOARD OF THE
Parisa OF CALCASIEU, INC. (LOUISIANA)
POLLUTION CONTROL REVENUE BONDS

(Gulf States Utilities Company Project)
Series 1974

INTRODUCTORY STATEMENT

This Official Statement is proviced to furnish information in connection with the sale by the
Industrial Develcnment Board of the Parish of Calcasieu, Inc (the “Board”), of its Pollntion Control
Reveaue Bonds (Gulf States Utilities Company Project) Series 1974 in the aggregate principal amount
of $20,000,000 (the “Bonds”), to be issued pursuant to an Indenture of Trust and Pledge dated
as of December 1, 1974 (the “Indenture") between the Board and Hibernia National Bank
in New Orleans (the “Trustee”). The Bonds are being issued to provide funds for the cost of acquiring,
improving and equipping & project (the “Project”), which consists of air and water pollution control
tacilities (the “Leased Equipment”) at the Roy S. Nelson electric generating plant (the “Plant™ of
Gulf States Utilities Company (the “Company”) and easement interests in certain lands upon which the
pollution control facilities will be located (the “Project Site").

Pursuant to an Equipment Lease dated as of December 1, 1974 (the “Equipment Lease”) between
the Board and the Company, the Company will iease the Leased Equipment to the Board. Pursuant to
s Subleass Agreement dated as of December 1, 1974 (the “Sublease”) between the Board and the
Company, the Board will sublease the Project to the Company. Pursuant to an Easement Agreement
dated as of December 1, 1974 (the “Easement”) the Company has granted to the Board the right to
maintain the Leased Equipment on the Project Site during the term of the Equipment Lease.

The Bonds will be secured solely by a pledge of the subrentals derived by the Board from the
Company pursuant to the Sublease. The subrentals payable by the Company pursuant to the Sublease
will be sufficient to pay the principal of, premium, if any, and interest on the Bonds together with
related expenses of the Trustee, any paying agent and the Board. In addition, pursuant to a Guaranty
Agreement dated as of December 1, 1974 (the “Guaranty”), the Company has unconditionally guar-
anteed the payment of the principal of, premium, if any, and interest on the Bonds. The Bonds will not
be secured by a mortgage of, or security interest in, the Project. The Project, the Equipment Lease,
the Sublease (except the obligation of the Company to pay subrentals and other amounts required
under the Sublease), the Indenture and the Easement are subject to the rights, including the nght to
take possession of the Project, of the trustee and first mortgage bondholders under the Indenture of
Mortgage dated September 1, 1926 from the Company to Chase National Bank of the City of New
York, as trustee, as such indenture has been supplemented, modified or amended and as it may be
supplemented, modified or amended in the future (the “Company’s Mortgage"). .

Brief descriptions of the Board, the Project, the Bonds, the Guaraniy, the Equipment Lease, the
Sublease, the Easement and the Indenture are included in this Official Statement and a brief description
of the Company, including its financial statements, is attached hereto as an Appendix. All references
herein to the Guaranty, the Equipment Lease, the Sublease, the Easement and the Indenture are
qualified in their entirety by references to such documents, and references herein to the Bonds are
qualified in their entirety by reference to the forms thereof included in the Indenture and the informadon

with respect thereto included in the aforesaid documents, copies of all of which are available for inspec-
tion in the office of the Trustee.
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THE BOARD

The Board was incorporated on August 2, 1972, following application to “nd spproval of the
Police Jury of the Parish of Calcasieu, Louisiana. The Board is a public corporation and instrumentality
of the Parigh of Calcasieu, Louisiana, organized and existing under the laws of the State of Louisiana.
Pursuant to the provisions of Chapter 7, Title 51 of the Louisiana Revised Statutes, as amended by
Act 103 of the Regular Session of the Legislature of Louisiana for the year 1972 (the “Act”), the
Board is authorized to issue the Bonds, to acquire a leasehold interest in the Leased Equipment from
the Company, to acquire certain interests in the Project Si:e from the Company, to sublease
the Project to the Company and to secure the Bonds by a pledge of the subrentals to be received by
the Board from the Company pursuant to the Sublease. To accomplish such actions, the Board is
authorized to enter into the Indenture, the Equipment Lease, the Easement and Sublease.

THE PROJECT

The Plant is located in Calcasieu Parish, Louisiana, and is comprised of four units with a total
generating capability of 899,000 kilowatts. The units were originally designed to burn natural gas as
the primary fuel and No. 2 fuel oil on an emergency basis. Units Nos. 1, 2, and 3 are being converted
to buta No. 2 fuel oil on a continuous basis. Unit No. 4 is being converted to burn No. 6 fuel oil
on a continuous basis. This conversion will require the installation of oil storage facilities, pumping
and transferring facilities, burning facilities, control equipment, and certain pollution control equipment,

including the Project. The Project will comsist of the air and water pollution control equipment
described bzlow.

The air pollution control equipment includes an electrostatic precipitator for Unit No. 4 which
is designed to remove 95.0% of the particulate matter from the boiler flue gas and an ash disposal system

which inclndes all equipment to remove, transfer, store and dispose of the ash collected by the precipitator.
After collection by the precipitator, the ash is transported by a pneumatic conveying system to
storage silos. The silo is an ash storage facility with a capacity of four days of ash production. The
silo will be so constructed to allow removal of the ash by truck. The ash will be disposed of in an
esh disposal area located on the site of the Plant. Disposal will include compacting the ash and

covering it with dirt. Tue disposal area will be designed such that rain water runoff will be trapped
and retained before release.

The air pollution control equipment also includes a system of ducts to be used to transfer
the flue gas from the boiler to the precipitator. The system will include steel plate work, insulation,
and support steel. Monitoring equipment will be installed to continuously monitor the flue gas for
content of oxides of sulphur and nitrogen and opacity. The equipment will include stack sensors, trans-
mitters, and recording equipment. The air pollution control equipment also includes certain electrical
equipment and mechanical equipment related to the above listed items.

The Air Control Commission of the State of Louisiana has certified that the above portion of the

Project, as designed, is in furtherance of the purpose of abatirg or controlling atmospheric pollutants or
contaminants. ;

The water pollution control equipment includes a waste water treating facility equipped to
neutralize acid or basic solutions. The facility will consist of storage basins, associated pumps. piping,
a chemical additive system, sludge removal system, and electrical and control systems. Waste water
treated in this facility will include air heater wash water, furnace fireside wash water. boiler acid
cleaning waste water, demineralizer waste water and other waste water as required. Water treated
by this facility will be discharged into an existing holding basin and then into the Houston River
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The water pollution control equipment also includes an oily waste collecting system, which is
designeg to treat rain water runoff from arcas where fuel oil is handled or stored. All runoff in
diked areas will be retained ana inspected before release through an oil-water separator. The system
will consist of retainment basins, separator pump pits, sump pumps, oil detectors and annunciators,
electrical facilities to serve the sump pumps, and controls, piping and valvcs.

The Stream Control Commission of Louisianz has certified that the above portion of the Project,
as designed, is in furtherance of the purpose of abating or controlling water pollution.

THE BONDS

The Bonds will be issued as coupon bonds in the denomination of $5,000 each, registrable as
to principal only, and as fully registered bonds without coupons in denominations of $5,000 and
any integral multiple thereof. The coupon Bonds will be dated as of December 1, 1974, and will
bear interest from that date st the rates and will mature in the amounts and on the dates set forth
on the cover page of this Official Statement. The fully registered Bonds will be dated as of June 1
or December 1, next preceding their date of issue, or if issued on a June 1 or December 1, as of
such date, and shall bear interest from their date at the same rates and with the same maturities as
the coupon Bonds. Interest on the Bonds will be payable semiannually on June 1 and December 1
of each year, commencing June 1, 1975. Principal of, premium, if any, and interest on the coupon
Bonds are payable at the principal office of the Trustee, or at the option of the holder at the principal
office of Irving Trust Company located in New York, New York, as Paying Agent. Principal of
and premium, if any, on the fully registered Bonds are payable at the principal office of the Trustee,
and interest on the fully registered Bonds shall be paid by check or draft drawn upon the Trustee
and mailed to the registered owner thereof. Co~  Bonds and fully registered Bonds may be trans-
ferred or exchanged without cost, except for ! . or other governmental charge and a charge not
to exceed $2.00 for each Bond exchanged frc any Bondholder requesting any such exchange for
a secoud time with respect to Bonds previously issued in exchange to such Bondholder.

Security. The Bonds, together with interest thereon, are not general obligations of the Board
but are limited obligations payable solely from and secured by a pledge of subrentals and other
amounts derived from the subleasing of the Project and other moneys held by the Trustee for that
purpose. The Board shall not be obligated to pay the Bonds nor the iuterest thereon except from such
subrentals and other amounts payable under the Sublease. Neither the Parish of Calcasieu nor the State
of Louisiana nor any political subdivision thereof shall be obligated to pay the principal of the Bonds,
the interest thereon or other costs incident thereto except from the subrentals and other amounts pledged
therefor. Neither the faith and credit of the Board nor the taxing power of the Parish of Calcasieu or
the State of Louisiana or any political subdivision thereof is pledged to the payment of the principal of
or the interest on the Bonds. The Bonds and the coupons attached to the coupon Bonds shall not con-
stitute an indebtedness of the Parish of Calcasieu, Louisiana, within the meaning of any coastitutional

or statutory provision whatsoever. The Project does not constitute any part of the security for the
Bonds.

Redemption. The Bonds are non-callable for ...ption prior to December 1, 1984, except
as described below:

Extraordinary Optional Redemptions: The Bonds may be redeemed by the Board in whole,
but not in part, on any date at the principal amount thereof plus accrued interest to the redemp-
tion date upon the exercise by the Company of its option to prepay all subrentals due or to
become due from it pursuant to the Sublease if

(a) in the reasonable judgment of the Company, unreasonable burdens or regulations
or excessive liabilities shall have been imposed upon the Board or the Company with respect
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to the Project or the operation thereof, including without limitation, Federal, state or other
ad valorem property, income or other taxes not being imposed on the date of the Sublease;

(b) the Project or a portion thereof or other property used in connection with the
Project shall have been damaged or destroyed to such an extent that the Company deems
it not practicable and desirable to rebuild, repair and restore the Project;

(¢) there is a condemnation of all or substantially &ll of the Project or a taking by
eminent domain of such use or control of the Project or other property used in connection
with the Project so as to render the Project unsatisfactory to the Company for its intended use;

(d) in the reasonable judgment of the Company eny changes in ec~~~mic conditions,
or the existence, application, or change of any existing or future iaws, or any governmental or
regulatory regulations, orders, ordinances, guidelines, licenses, or permits applicable to the
Company or any of its operations or properties make it advisable to reorganize the Company
and incident thereto, the Company undertakes either to (i) redeem any one or more series,
or portions thereof, of any bond issued under the Company's Mortgage, under provisions
thereof permitting such redemption, or (ii) assign the Sublease or sublet the Project
and the Company deems it necessary or appropriate to be released from primary liability when
not otherwise permitted under the Sublease, or (iii) dispose of property including the Project

or any portion thereof or merge or consolidate with another corporation in a manner not
permitted under the Sublease; or

(e) changes in the economic tvailability of raw materials, operating supplies, fuel or
other energy sources or supplies, or facilities necessary for the operation of the Project or
any other property of the Company with which it conducts its operations at the site of the
Project or such technological or other changes shall have occurred which the Company cannot
reasonably overcome or control and which in the Company's reasonable judgment render the

Project or any other property of the Company with which it conducts its operations at the
site of the Project uneconomic for such purposes.

Extraordinary Mandatory Redemption: The Bonds shall be redeemed by the Board in
whole, but not in part, on any date at the principal amount thereof plus accrued interest to the
redemption date if as a result of any changes in the Constitution of the State of Louisiana or
the Constitution of the United States of America or of legislative or administrative action (whether
state or Federal) nr of final decree, judgment or order of any court or administrative body
(whether state or Federal), the Sublease shall have become void or unenforceable or impossible

of performance in accordance with the intent and purpose of the parties as expressed in the
Sublease.

Optional Redemprion: The Bonds which mature after December 1, 1984 are also subject to
redemption prior to maturity on or after December 1, 1984, in whole on any date or in part in
inverse order of maturity (less than all such Bonds of a single maturity to be selected by lot) on
any interest payment date at the redemption prices (expressed as percentiges of principal amount)
as set forth in the table below plus accrued interest to the redemption date:

(Dt techoareey

December 1, 1984 thru November 30, 1985
December 1, 1985 thru November 30, 1986
December 1, 1986 thru November 30, 1987
December 1, 1987 thru November 30, 1988
December 1, 1988 thru November 30, 1989
December 1, 1989 thru November 30, 1990
December 1, 1990 and thereafter




Sinking Fund Redemption: The Bonds which mature on Decomber 1, 2004 are also subject
to redemption by lot, pursuant to the terms of a mandatory sina ¢ fund provided in the Indenture,
on each December | on and after December 1, 1995, at the principal amount thereof plus accrued
interest to the redemption date as follows:

1 Prizcipal
of the Yoor Amowr!

1993
1996
1997
1998
1999

¢ Final Maturity

The principal amount of the Bonds which mature on December 1, 2004 to be redeemed pur-
suant to the sinking fund, shall be reduced by the principal amount of any such Bonds theretofore
redeemed (otherwise than through operation of the sinking fund) or otherwise acquired, delivered

to the Trustee and cancelled which have not theretofore been applied as a credit against any
sinking fund requirement.

No further interest shall sccrue on the principal of any Bonds called for redemption after the
redemption date if payment therefor has been duly provided. All coupons for interest thereon maturing
gubsequent to such date shall be void. Upon certain terms and conditions specified in the Indenture,
the Bonds or any portion thereof shell be deemed to be paid and the pledge of subrentals made in
the Indenture for the security of such Bonds may be discharged prior to the maturity or redemption
thereof upon the making of provision for the payment through the deposit with the Trustee in the
manner set forth iz the Indenture of cash or securities sufficient to provide amounts (including interest
on such securities) to pay when due (at maturity, upon redemption or otherwise) the principal of,
premium, if any, and interest on such Bonds. See “The Indenture — Discharge of Lien” herein.

Addtionsl Boads. So long as the Sublease is in effect, and there is no default under the Sublease,
Equipment Lease or the Indenture, one or more series of Additional Bonds may be autheaticated and
delivered for the purpose of completing the Project, or providing substitutions, additions, modifications or
improvements to the Project, or providing additional air or water pollution control facilities at the Plant,
all as authorized by the Act, or to refund Bonds then outstanding. Such Additional Bonds shall be
payable solely from the subrentals and other amounts derived from the subleasing of the Project. Except
as to any difference in the date, the maturity or maturities, the rate or rates of intezest or the provisions
for redemption and sinking fund, if any, such Additional Bonds shall rank pari passu and be equally
and ratably secured under the Indenture with the Bonds and all other series of Additional Bonds, ¥ any,
without preference, priority or distinction of any Bonds or Additional Bonds or coupons over any other
thereof. Prior to the issuance of such Additional Bonds the Company must have unconditionally
guaranteed payment of the principal of, premium, if any, and interest on such Additional Bonds.

Righis of First Mortgage Trustee and Bondholders. The rights of the Board with respect to the
Project are at all times subject and subordinate to the rights, including the right to take possession
«of the Project, of the trustee or bondholders of the first mortgage bonds of the Company issued and
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outstanding or to be issued under the Company's Mortgage. The exercise of such right shall not
terminate the obligations of the Company to pay subrentals under the Sublease.

THE GUARANTY

Pursuant to the terms of the Guaranty, the Company will unconditionally guarantee to the
Trustee for the benefit of the holders of the Bonds and of the interest coupons appertaining to tie
coupon Bonds (i) the full and prompt payment of the principal of and premium, if any, on any
Bond when and as the same shall become due, whether at the stated maturity thereof, by acceleration,
call for redemption or otherwise, and (ii) the full and prompt payment of any interest on any Bond
when and as the same shall become due. The Guaranty will remain in effect until the entire principal of,

premium, if any, and interest on the Bonds shall have been paid in full or provided for in accordance
with the Indenture.

Orgain, Bell & Tucker, counse! for the Company, will pass on the due authorization, execution and
validity of the Guaranty. Relying on such opinion with regard to the validity of the Guaranty, it will
be the opinion of Foley Judell Beck Bewley & Landwehr, acting as bond counsel, that in a bankouptcy
or reorganization proceeding with respect to the Company under the Federal Bankruptcy Act, a
claim against the Company arising under the Guaranty, if timely filed, would rank as that of a general
unsecures: creditor and, although there are no cases directly in point, based on relevant legal principles

such a <l. would not be subject to the provisions of such Act limiting claims for damager resulting
from the rejection of a lease of realty.

THE EQUIPMENT LEASE

Pursuant to the terms of the Equipment Lease, the Company agrees to purchase, acquire, con-
struct and install the Leased Equipment and to lease it to the Board. The following is a summary
of certain provisions of the Equipment Lease.

foonemes of the Bemds. The Company agrees to purchase, acquire, construct and install as
part of the Project on the Project Site the Leased Equipment in accordance with plans and specifi-
cations, and as from time to time prior to completion chall be specified by the Company in writing
to the Board and the Trustee. The Leased Equipment will be owned by the Company and will be
subject to the Equipment Lease. The Company has agreed to use its best efforts to cause the purchase,
acquisition, construction and installation to be completed by December [, 1977, but if for any
reason the Project is not completed by that date, there will be no resulting liability on the part

of the Company an” =~ diminution in or postponement of the rental payments required under the
Equipment Lcase.

The Board is issuing the Bonds to provide funds for the purchase, acquisition, construction and
installalon of the Project (the “Cost of Construction™), including capitalized interest on the Bonds
end expenses in connection with the issuance and sale of the Bonds, through its rental payments
made pursuant to the terms of the Equipment Lease, and will deposit the proceeds with the Trustee.
An amount equal to the accrued interest, if any, to be paid by the purchasers of the Bonds will be
deposited in the Bond Fund. The balance of the funds received from the sale of the Bonds will be
deposited in the Construction Fund. Pursuant to the terms of the Indenture. the Board has authorized
and directed the Trustee to make payments from the Construction Fund to pay the rentals required
under the Equipment Lease. Upon receipt of a certificate evidencing the completion of the Projeet,
the Trustee will transfer all moneys remaining in the Construction Fund to the Bond Fund. except
any amount retained by the Trustee for any rental to be paid by the Board not then due and pay-
able, and any amount that the Company shall have directed the Trustee to use to purchase Bonds
in the open market for the purpose of cancellation. In any event, the amount transferred into the
Bond Fund shall not exceed in the aggregate 8% of the amount of the proceeds (excluding accrued
interest) received by the Board from the sale of the Bonds.




If the moneys in the Construction Fund available for payment of the Board's rental payments
are not sufficient to pey the Cost of Construction in full, the Company agrees to cumplete the
Project and to pay the balance of such Cost of Construction in excess of the moneys available in

the Construction Fund. without any reimbursement from the Board, the Trustee or the holders of
any of the Bonds

Tezm of Equipment Lesse and Rentsl. The Equipment Lease shall be for a term of thirty years
and one day, commencing as of December 1, 1974, and ending on December 2, 2004, unless sooner
terminated. The Board agrees to pay to the Company as rental for the use of the Leased Equipment
an amount equal to the lesser of (a) the total amount of the proceeds (less accrued interest on
the Bonds received at the time of the issuance and delivery of the Bonds) from the sale of the
Bonds or (b) the total Cost of Construction. Upon payment in full of all the Bonds (or provision
for payment having been made in uccordance with the provisions of the Indenture) and all fees
and charges of the Trustee, and all other liabilities of the Company accrued under the Equipment Lease
and the Sublease, the Company shall be entitied to terminate the Equipment Lease prior to the end of

the term thereof upon written notice to the Board and the Trustee accompanied by a payment from
the Company to the Board of $100

Assionment, Sublessing, Morigaging and Selling. Except for subleasing the Project to the
Company under the Sublease and the assignment to the Trustee of the subrentals and any other
amounts payable to the Board under the Sublease, the Board agrees that it will not assign the
Equipment Lease, nor sublease, mortgage, sell, assign, transfer, convey, or encumber the Project or its
interest therein, in whole or in part. Any assignment, pledge or grant by the Board to the Trustee
pursuant to the Indenture of the subrentals or other moneys under the Sublease shall be subject and
subordinate to the Equipment Lease and the Sublease.

Defuwit. The Equipment Lease provides that an “event of default” shall have occurred if the
Board fails to observe and perform any covenant, condition or agreement under the Equipment Lease
to be observed or performed for a period of thirty days after written notice shall have been given
to the Board and the Trustee by the Company, unless extended by the agreement of the Company.
If the failure stated in the notice cannot be corrected within the applicable period, the Company
and the Trustee will consent to an extension of time if corrective action is instituted by the Board
or the Trustee within the applicable period and diligently pursued until the default is corrected.

Remedies. Whenever an event of default shall have h: pe¢ned and be continuing, and if the
Company shall pay to the Trustee all amounts which the Trustee is entitled to receive under the Sublease
as assigned to the Trustee by the Board (which amounts shall be at least sufficient to redeem all Bonds
then outstanding under the Indenture and to pay all expenses of the Trustee and any Faying Agent
accrued and to accrue through final payment of the Bonds and all other liabilities of the Company
accrued and to accrue under the Sublease), the Company may take possession of the Project and
upon thirty days notice to the Board and the Trustee terminate the Equipment Lease if such default
is not remedied during such thirty day period.

Amendments, Changes and Modifications. The Equipment Lease may not be effectively amended,
changed, modified, altered or terminated without the written consent of the Trustee Pursuant to the
Indenture, the Trustee and the Board may, without the consent of or notice to the Bondholders, consent
to certain amendments, changes or modifications of the Equipment Lease. Any other amendments,
changes or modifications of the Equipment Lease require the written approval or consent of the holders

of not less than 60% in aggregate principal amount of the Bonds at the time outstanding See
“The Indenture — Amendments to Equipment Lease or Sublease™ herein.

9




THE SUBLEASE

Pursuant to the provisions of the Sublease, the Board will sublease the Project to the Company
at subrentals sufficient to pay the principal of, premium, if any, and interest on the Bonds together
with related expenses. The following is a summary of certain provisions of the Sublease.

Term of the Sublease and Subeental. The term of the Sublease shall commence as of December
I, 1974, and shall end on December |, 2004, or such earlier date as the Company may prepay its
subrental payments.

The Company agrees to pay the Board as and for subrental and for the use of the Project on
May 31 and November 30 of each yéar commencing May 31, 1975, amounts which, together with
other moneys available therefor in the Bond Fund, will equal the amount of interest and principal,
if any, required to be paid on the Bonds (whether at maturity, by sinking fund redemption of otherwise)
on the next succeeding June | or December |. The Company also agrees to pay as additional subrental
the reasonable fees and expenses of the Trustee and any Paying Agent not theretofore provided for and
authorized expenses of the Board related to the Project.

In the event the Company should fail to make any required payment, the obligation to make such
payment shall continue until the amount in default shall have been paid, together with interest at a rate
which shall be 1% above the lowest rate then chaiged by the Trustee on loans made to prime corporate
borrowers or the maximum rate permitted by Louisiana law, whichever is lesser.

Met Sublease. The Sublease will be a “net sublease” and the Company unconditionally agrees to

pay tie subrentals to be paid by it during the term of the Sublease, free of any deductions, and without
abatement, deduction or set-off.

Tazes and Other Governmental Charges. The Company agrees to pay all taxes, assessments
and other governmental charges lawfully imposed upon the Project or any part thereof or upon income
and profits from the Project, provided that the Company may contest the validity of such taxes, assess-
ments and other charges in good faith, and permit such taxes, assessments and other charges to remain
unpaid during the period of such contest unless by Such nonpayment the lien of the Indenture on the

revenues of the Project would be materially endangered, or the Project or any material part thereof
wouid be subject to loss or forfeiture.

Maintenance, Substitutions, Additions, Modificatioas and Improvements. The Company agrees
that at all times during the term of the Sublease it will, at its own expense, keep the Project in good
repair. The Company may make such substitutions, additions, modifications and improvements to the
Project as the Company may deem to be desirable for its pollution control purposes, the cost of which
substitutions, additions, modifications and improvements shall be paid by the Company, and any such
changes shall be included under the terms of the Sublease as part of the Project. The Company agrees
not to permit any lien to be established for labor or materials in connection therewith which might
endanger the lien of the Indenture on the revenues of the Project or subject the Froject or any
material part thereof to loss or forfeiture.

Insurance. The Company agrees to insure the Project in such amounts and against such loss or
damage of the kinds and in the amounts require by the Company's Mortgage.

Deamage, Destruction and Condemnation. Unless the Company shall elect to prepay subrentals
pursuant to the provisions of the Sublease (see paragraphs (b) and (¢) under the caption “The
Bonds — Redemption — Extraordinary Optional Redemptions™), if the Project or any portion thereof
is destroyed in whole or in part or is damaged by fire or other casualty, or title to, or the temporary
use of, the Project or any part thereof shall be taken under the exercise of the power of eminent
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domain, the Company shall continue to be oblijated to make the subrental payments required under
the Sublease; the Company may elect, but is not required, to repair, replace, restore, relocate or rebuild
the Project. Neither the Board, the Trustee or the holders of the Bonds shall have any interest in or

claim 1o or otherwise he entitled to the net proceeds of any insurance proceeds or any condemnation
award.

Assigmment, Merger and Release of Obligatioas of the Company. Subject to certain conditions
the Company may assign the Sublease or resublease the Project without the necessity of obtaining the
consent of either the Board or the Trustee, but such assignment or resubletting, except in the event
of a consolidation, merger or disposition of assets permitted by the Sublease, will not operate to relieve

. the Company of its primary liability under the Sublease. The Sublease provides that the Company
may not consolidate with or merge into or disposc of all or substantially all of its assets to another
corporation unless such other corporation shall be organized under the laws of one of the states of
the United States of America, shall be qualified to do business in the State of Louisiana, and shall
assume in writing all of the obligaticas of the Company under the Sublease.

Defaults. The Sublease provides that any one or more of the following events will constitute an
“event of default”:

(1) failure by the Company to pay the subrentals required under the Sublease for payment
of interest, premium, if any, and principal on the Bonds at the time and in the manner specified
in the Sublease and the continuation of such failure for a period of twenty-four hours;

(2) failure by the Company to observe and perform any other covenant, condition or agree-
ment under the Sublease and continuation of such failure for a period of thirty days after written
notice shall have been given to the Company by the Board or the Trustee. unless extended by
the Board and the Trustee (which extension shall be granted if the failure cannot reasonably be
corrected within such time and the Company is diligently pursuing corrective action) or unless
such failure occurs by reason of force majeure as defined in the Sublease; and

(3) certain events of bankruptcy, dissolution. liquidation or reorganization by the Company

Remedies. Upon the happening of an event of default, the Board may:

(1) by written notice to the Company, declare an amount equal to all amounts then due

and payeble on the Bonds then outstanding, whether by acceleration of maturity or otherwise,
to he immediately due and payable;

(2) have access to and inspect, examine and make copies of the books and records and
any and all accounts, data and income tax and other tax returns of the Company; and

(3) take whatever action may appear necessary to enforce any of the Company's obligations
under the Sublease.

Pursuant to the Sublease, the Board has waived any lien or privilege it may have to the property of
the Company as a lessor under Louisiana law.

The Board has assigned its rights under the Sublease to the Trustee pursuant to the Indenture.

Option to Prepay Subremtal. The Company shall have the option (i) to prepay all subrentals
and upon such prepayment to terminate the Sublease, upon the occurrence of any of the events
described in paragraphs (a), (b), (¢), (d), or (e¢) under the caption “The Bonds — Redemption -~
Extraordinary Optional Redemptions” and (ii) on or after December 1, 1984, to prepay all or a part of
such subrentals, for the purpose of redeeming Bonds.
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Obligadion to Propay Sebreatal. The Company shall be obligated to prepay all subrentals and
upon such prepayment to teiminate the Sublease upon the occurrence of the event described under the
caption “The Boads — Redemption — Extraordinary Mandatory Redemption”.

Amendments, Changes and Modifications. The Sublease may not be effectively amiended, changed,
modified, sltered or terminated without the written consent of the Trustee. Pursuant to the Indenture,
the Trustee and the Board may, without the consent of the Bondholders, consent to certain amendments,
changes or modifications of the Sublease. Any other amendments, changes or modifications of the
Sublease require the written approval or consent of the holders of not less than 60% in aggregate

principal amount of the Bonds at the time outstanding. See “The Indenture — Amendments to Equipment
Lease or Sublease.”

THE EASEMENT
The followiug is & summa.y of certain provisions of the Easement.

Pursuant to the Easement, the Company grants the Board for a period co-extensive with the
term of the Equipment Lease non-exclusive ecasements and rights-of-way over the Project Site, for the
purpose of graating the Board the right to have the Leased Equipment located on the Project Site.
The Company reserves the right to use, cccupy and possess the Project Site and to grant to third

parties other easements, licenses or rights-of-way in the nature of easements with respect to the
Project Site.

The Easement is subject end subordinate to Permitted Encumbrances as defined in the Equipment
Lease, including without limitation, the rights of the trustee and holders of the first mortgage bonds
under the Company's Mortgage.

THE [NDENTURE

The Indenture authorizes the issuance of $20,000,000 principal amount of Bonds to provide
funds for the purchase, acquisition, construction and installation of the Project. The following is a
summary of certain provisions of the Indenture.

Pledge and Sscurity. Pursuant to the Indenture and the Sublease, the subrental payments and other
amounts payable by the Company to the Board under the Sublease are to be remitted directly to the
Trustee and deposited in the Bond Fund. Such subrental payments, sufficient in amount to insure
the prompt payment of the principal of, premium, if any, and interest on the Bonds, are pledged to
such payment. The Sublease hes also been assigned to the Trustee.

Covenants of the Board. The Board covenants to pay (solely from subrentals derived from the
sublease of the Project to the Company) the principal of, premium, if any, and interest on each Bond
&s it becomes due, and to perform other covenants as specified in the Indenture.

Applicstion of the Bond Fumd. While any Bonds are outstanding, moneys in the Bond Fund

shall be used for the payment of the principal of, premium, if any, and interest on the Bonds and for
the redemption of the Bonds prior to maturity.

Investments. Pursuant to provisions in the Equipment Lease, the Sublease and the Indenture,
any moneys held as a part of a Construction Fund or the Bond Fund shall be invested or reinvested
by the Trustee at the request of the Company in such of the following as are permitted by Louisiana
law: (i) any bonds or other obligations of the United States which, as to principal and interest constitute
direct obligations of the United States of America or are issued or gaaranteed by any person controlled
or supervised by and acting as an instrumentality of the United States pursuant to authority granted by
the Congress of the United States, (ii) interest bearing accounts, time deposits or certificates of deposit
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of banks or trust companies, including the Trustee, organized under the laws of the United States of
America or any stste thereof, which have combined capital and surplus of at least $10,000,000, (iii)
obligations issued or guaranteed by any state of the United States or the District of Columbia, or any
political subdivision of any such state or District rated A or better by Standard & Poor's Corporation
or Moody's lavestors Service, Inc., (iv) commercial paper or finance company paper rated prime,
(v) bankers acceptances drawn on and accepted by commercidl banks, or (vi) repurchase agreements
fully secured by any one or more of the foregoing.

The Trustee may make such invesunents through its own bond department. In making such
investments, the Trustez may commingle money from the Construction Fund with money from the
Bond Fund provided any such investments shall be deemed at all times a part of the fund for which

they were made, and all profits and interest on such investments shall accrue to such fund, and any
losses wiil be charged o such fund.

The Company has made certain certifications and representations in the Sublease which are
intended to have the effect of causing the Bonds not to be classified as arbitrage bonds within the
meaning of Section 103(d)(2) of the Internal Revenue Code of 1954, es amended. In addition,
the Board and the Trustee have entered into certain covenants with each other which are intended to have
the effect of causing the Bonds not to be classified as arbitrage bonds under, and have obligated thamselves
to comply throughout the term of the issue of the Bonds with the requirements of Section 103(d)
of the Internal Revenue Code of 1954 as amendsd, and any regulations promulgated thereunder

Diccharge of Lien. The lien of the Indenture shall be discharged if:

(1) the Board shall pay or cause to be paid to or for the holders and owners of the Bonds
and coupons the principal, premium, if any, and interest due or to become due ai the times and
in the manner stipulated therein; and

(2) the Board shall pay or cause to be paid to the Trustee, any Paying Agent and the
Company all sums of money due or to become due according to the provisions of the Indenture.

Any Bond ghall be deemed to be paid for such purpose when payment of the principal of and prem-
ium, if any, on such Bond, plus interest thereon to the due date thereof (whether such due date be by
reason of maturity or upon redemption as provided in the Indenture, or otherwise) either (a) shall have
been made or caused to be made in accordance with the terms thereof, or (b) shall have been
provided by irrevocably depositing with the Trusiee, in trust and irrevocably set aside exclusively for
such paymeat (i) moneys sufficient to make such payment or (ii) Governmental Obligations (as
hereinafter defined) maturing as to principal and interest in such amount and at such times as will
provide sufficient moneys to make such payment and payment of all necessary and proper fees, com-
pensation and expenses of the Trustee pertaining to the Bonds with respect to which such deposit
shall have been made, and, except for the purposes of such payment, such Bond shall no longer be
secured by or entitled to the benefits of the Indenture; provided, that no deposit under (b) above shall
constitute such discharge and satisfaction until (1) proper notice of redemption of such Bonds shall have
been given in accordance with the Indenture or, in the event said Bonds are not by their terms subject
to redemption within the next succeeding 60 days, until the Company shall have given the Trustee on
behalf of the Board irrevocable instructions to notify, as soon as practicable, the holders of the Bonds,
in accordance with the Indenture, that the deposit required by (b) above has been made with the
Trustee and that such Bonds are deemed to have been paid in accordance with the Indenture and stating
the maturity or redemption date upon which moneys are to be available for the payment of the principal
or redemption price, if applicable, on such Bonds, or (2) the maturity of such Bonds. “Governmental, -
Obligations” shall mean any of the following which are non-callable and which at the time of invest.
ment are legal investments under the laws of Louisiana for the moneys proposed to be invested therein:
(i) direct general obligations of, or obligations, the payment of the principal and interest of which are
unconditionally guaranteed by the United States of America; (ii) bonds, debentures or notes issued
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by any of the following Federal agencics: Bank ior Cooperatives, Federal Land Banks, Fede ral Financing
Bank, Federal Home Loan Banks, Federal Home “.oan Mortgage Corporation, or Federal Naticnal
Mortgage Association (including Participation Curtificates); or (iii) Public Housing Bonds, Temporary
Notes, or Preliminary Loan Notes, fully secured by contracts with the United States.

Delpalt and Remodies. Any of the following events shall be an “event of default” under the
Indenture:

(1) default in the due and punctual payment of interest on any Bond;

(2) default in the due and punctual payment of the principal of, or premium, if any, on any
Bond, whether at the stated maturity thereof, or upon proceedings for redemption thereof, or ipon
the maturity thereof by declaration;

(3) default in the performance or observunce of any other of the covenants, agreements or
conditions on the part of the Board in the Indenture or in the Bonds contained and- failure to
remedy the same after notice thereof pursuant to the Indenture; or

(4) the occurrence »f an event of default under the Sublease (see the caption “The Sublease-~
Defaults”).

Upon the occurrence of an event of default, the Trustee may, and upon the written request of the
holders of not less than 25% in aggregate principal amount of the Bonds and any Additional Bonds
then outstanding shall, by notice in writing delivered to the Board and to the Company, declare the
principal of all Bonds then outstanding and .he accrued interest thereon immediately due and payable.
Upon any declaration of acceleration, the Board and the Trustee shall immediately declare an amount

equal to all amounts then due and payable on the Bonds to be immediately due and payable as liquidated
damages in accordance with the provisions of the Sublease.

Supplemaental Indentures. The Board and the Trustee may, without consent of, or notice to, any
of the Bondholders, enter into supplemental indentures for any ane or more of the following purposes:

(1) to cure any ambiguity or formal defect or omission in the Indenture;

(2) to grant to or confer upon the Trustee for the benefit of the Bondholders any additional

rights, remedies. powers or authority that may lawfully be granted to or conferred upon the
Bondholders or the Trustee;

(3) to evidence the appointment of a separate trustee or a co-trustee or the succession of a
new trustee or Paying Agent;

(4) to comply with the requirements of the lndenture in the event of the issuance of
Additional Bonds;

(5) to amend the Indenture to permit qualification uader the Trust indenture Act of 1939
or other similar Federal statute hereafter in effect or to permit qualification of the Bonds for
sale under the securities laws of any of the states of the United States, and to add to he Indenture
other provisions as permitted by the Trust Indenture Act of 1939 or similar Federal statute; or

(6) in connection with any other change in the Indenture which, in the judgment of the
Trustee, is not to the prejudice of the Trustee or the Bondholders.

Exclusive of supplemental .udentures for the purposes set forth in the previous paragraph, the
holders of no: less than 60% in aggregate principal amount of the Bonds and any Additional Bonds
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then outstanding shall have the right to consent to and appmve any supplemental indenture, except
no suppiemental indenture shall permit:

(1) an extension of the maturity of the principal of, or the iaterest on, any Bond, or any
% sinking fund redemption requirement in connection therewith; or

z | (2) » reduction in the principal amount of, or redemption premium on, any Bond or the |
il rate of interest, or sinking fund redemption requirements thereon: or ;[

(3) a privilege or priority of any Bond or Bonds over any other Bond or Bonds; or ;

(4) & reduction in the aggregate principal amount of the Bonds required for consent to
such supplemental indenturss.

Any such supplemental indenture shall not become effective without the consent of the Company
if the Company is not in default at the time.

Amendments to Equipment Lease or Sublease. Subject to the rights of the first mortgage trustee
and bondholders (see caption “The Bonds — Rights of First Mortgage Trustee and Bondholders™),
1‘ neither the Equipment Lease not the Sublease may be effectively amended, changed, modified, altered
; or terminated without the written consent of the Trustee. The Trustee and the Board shall, without
the consent of the Bondholders, consent to any amendment, change or modification of the Equipment
Lease or the Sublease as may be required (i) by the provisions of the Equipment Lease, the Sublease
or the Indenture, including those required in connection with the issuance of Additional Bonds, (ii) for
the purpose of curing any ambiguity or formal defect or omission, (iii) so as to more precisely
identify the Leased Equipment or substitute or add additional Leased Equipment or additional rights
» or interests in property acquired in accordance with the provisions of the Equipment Lease or the !
Sublease, or (iv) in connection with any other change therein which, in the judgment of the Trustee,
] is not to the prejudice of the Trustee or the Bondholders. Except for the amendments, changes or
modifications as provided in the preceding sentence, neither the Board nor the Truo... shall consent 5
to any other amendment, change or modification of the Equipment Lease or the Sublease without
publication of notice and the written approval or consent of the holders of not less than 60% in
aggregate principal amount of the Bonds and any Additional Bonds at the time outstanding.

TAX EXEMPTION

Generally, interest on obligations of a state or a political subdivision of a state is exempt from
Federal income taxation. Section 103(c) of the Internal Revenue Code of 1954, as amended, however,
provides that interest on any such obligation which is an “industrial development bond™ shall not be
exempt. An exception to this provision is created by Section 103(c)(4)(F) for issues of industrial
development bonds where substantially all of the proceeds are used to provide air or water pollution
control facilities, unless the holder of the bond is a substantial user of the facility or a “related
person”, as such term is defined in the regulations of the Internal Revenue Service with respect to
such Section.

In the opinion of Foley Judell Beck Bewley & Landwehr, bond counsel, based on existing statutes,
regulations, court decisions and rulings, the interest on the Bonds is exempt from all present Federal
income tax (except that no opinion is expressed with respect to interest on Bonds for any period
during which such Bond is held by a person who is a “substantial user” of the Project or any person *f
considered to be related to such person within the meaning of Section 103(c)(6)(C) of the Internal
Revenue Code of 1954, as amended). In the opinion of bond counsel, under the provisions of
Louisiana statutes, interest on the Bonds is also exempt from all Louisiana taxes.
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APPROVAL OF LEGAL PROCEEDINGS

Legal matters incident to the authorization, issuance and sale by the Board of the Bonds, and
with regard to the tax-exempt status thercof, as described under the heading “Tax Exemption”, are
subject to the unqualified approving opinion of Foley Judell Beck Bewley & Landwehr, bond counsel.
Copies of such opinion will be available at the time of the delivery of (he Bonds. Legal matters for
the Company with respect to the application of Louisiana law will be passed upon by Taylor, Porter,
Brooks & Phillips and all otner legal matters for the Company wiil be passed upon by its counsel,
Orgain, Bell & Tucker. Legal matters pertaining to the Board will be passed upon by its counsel,
Stockwell, St. Dizier, Sievert & Viccellio. Certain legal matters will be passed upon for the Underwriter
by its counsel, Kutak Rock Cohen Campbell Garfinkle & Woodward.

This Official Statement was duly approved, executed and delivered by the Board on November
18, 1974,

INDUSTRIAL DEVELOPMENT BOARD
OF THE PARISH OF CALCASIEU, INC.

By /s/ FRANK M. SIMPSON
President
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CAPITALIZATION

The capitalization of the Company as of August 31, 1974, and as adjusted to reflect the guaranty
related to the issuance of the Pollution Control Revenue Bonds (Gulf States Utilities Company Project)
Series 1974 (*he Series 1974 Bonds) of the Industrial Development Board of the Parish of Calcasieu,
Inc. are as follows:

August 31, 1974 Adjusied

Cutetonding  Ratlo Cutstanding Ratio
(Thoucands of Doliars)

Long-Term Debt (see Balance
Sheet) :

$ 379,000 & 579,000
10,125 10,125

$00 soc

20,000
Less: Funds on deposit with
O o o vaievinanes (19,000)
Total Long-Term Debt 589,625 590,625
Preferred Stock ($100 par vaiue): 3,000,000 sh. 117,500 117,500
Common Stock (without par

value):
25,547,328 shares outstanding . . 40,000,000 sh. 187,580 187,580

Premium on Preferred Stock 655 635
Retained Eamiags 156,390 156,390
Total Common Equity . . 360,675 328% 344,625 32.7%

Total Capitalization . $1,051,750 100.0% $1,052,750 100.0%
e e

R

the terms of the Indenture of Trust and Pledge, the proceeds from the issuance and sale

Series 1974 Bonds will be deposited with the ‘grustee under such Indenture. Disbursements

made by the Trustee to the Company as the pollution control facilities being financed from

grocwds are constructed. As such disbursements are made, the amount of funds on deposit

i rustee will be decreased. In the Company’s accounts, the total amount of the Series 1974
nds outstanding less the funds on deposit with the Trustee will be reflected as a liability.




GULF STATES UTILITIES COMPANY
STATEMENTS OF INCOME

The 7mmwmenu of income for the years 1969 through 1973 have been examined by Coopers &
Lybrand, i certified public accountants, whose report appears hereinafter. The statements should be
read in conjunction with the other financial statements and related notes included in this Appendix to the Official
Statement. The data for the twelve monti  “ded August 31, 1974, (not examined by independant certified public
accountants), in the opinion of the Compauy, reflect all adjustments, consisting only of normal recurring accruals,
necessary for a fair statement of the resulis of operation.

13 Mowaths

Eaded
1973 1972 1971 1270
of Daliars) ;

319504 3 252,695 $ 218766 $ 150585 175.319‘ § 164487
23,107 18.689 14,972 13,745 13,463 13,308
6,993 7.237 6,272 5,928 3,820 $,348
349,604 288,621 240.010 210,258 194,602 183,140

OPERATING EXPENSES AND TAXES
(Notes G & H):
Fuel and Purchased Power (Note 2) .. .. 140,330 87,700 52,836 40,539 37434 36.136
Other Operations 35,249 32,995 30.453 29813 29,336
14,346 13,518 10,575 11,390 10,840
. 15.784 33,608 29.906 25.3301
136

21,478 22,489 16,628 14,115

6.494 5,778 4922 4,660

1.361 1,800 1917 3,569
(789) ) (451) (387) (285)
680 1.097 1,044 1,021 662

206 . 2N 74
18,228 17,217 14,870 13,336 12,819

217,652 175,611 150.652 119,861 133,866
OPERATING INCOME 70,969 64,399 39,606 54,741 45274
OTHER INCOME — (DEDUCTIONS) —
NET (Note 3) . (n 30) 50 (18)
ALLOWANCE FOR FUNDS USED
DURING CONSTRUCTION (Mote 4) ., ) X 8,725 6,896 8,846
INCOME BEFORE INTEREST CHARGES. . 73,123 66.472 63,637

INTEREST CHARGES:
Intercat on Debt : g 26,969 24,685 21,721
Amortization of Premium, Discount, and
(32) (38) (47)

1,018 2816 2,965

27,958 7,463 24,639
NET INCOME (Notes 6 & 7) . 43 177 45,168
PREFERRED

B 5 v fi et ¥ I 38,998
DIVIDEND REQUIREMENTS 4,650 J 4084

INCOME APPLICABLE TO COMMON
STOCK $ 349514
P 3

§ 2274

23,430,661

. i \ ‘ / $1.49
DIVIDENDS PER COMMON SHARE .. ... . : : / § 98

RATIO OF EARNINGS TO FI{ED
CHARGES (Note §)

PRO FORMA RATIO OF EARNINGS TO
FIXED CHARGES (Note 5) ....... rad

346

The notes to the financial statements and the notes on the following pages are integral parts of this statement
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GULF STATES UTILITIES COMPANY
NOTES TO STATEMENTS OF INCOME

(1) The provisions ior Federal income tax for the twelve months ended August 31, 1974,

and the year 1973 are less than the amount obtained by using the 48% statutory rate primarily due
to the following:
1974
(Unsudited)
Tax expense at 48% of pre-tax income $35,014
Decreases resulting from:

Exclusions from taxable income of sllowance for funds used during
construction (5,144)

Exclusions from tazable income of overhead costs capitalized

Exclugions from taxable income of excess of tax depreciation over book
depreciation not normalized 2,201

Other items iy (3,129)

§27359 §28.802

======== s=======
Federal income taxes included in:
Operating expenses:

Current ... .. R , e coe.. $20219 $21,478
Deferred — net . . A : b 7,107 6,494

[nvestment credit —net ... . . 160 572
Other income and deductions'-— net : (127) 258

§27,359 §28802

(2) See “Business — Fuel Supply” for increases in cost of “Fuel and Purchased Power™” during
the twelve months ended August 31, 1974, and the year 1973.

(3) As of January 1, 1973, in compliance with Federal Power Commission Order No. 469, the
Company adopted the equity method of accounting for its investments in Varibus Corporation, a wholly-
owned subsidiary. The cumulative effect of the change to January 1, 1973, of $143,000 has been charged
to retained earnings. Since the effect of the change on years prior to 1973 is not material, the statements
of income for such prior years have not been restated. The undistributed earnings for 1973 of $141,000
and for the twelve months ended August 31, 1974, of $73,000 are included in Other Income and
Deductions.

(4) During the period Januery 1, 1969, to December 31, 1973, the Company changed interest

rates employed for the accrual for the “Allowance for Funds Used During Construction” (ADC)
as follows:

Effective in 1973 — 8% to 74 % per annum
Effective in 1971 — 74 % to 8% per annum
Effective in 1970 — 64 % to 74 % per annum

These changes decreased net income $671,000 in 1973 and increased net income for 1971 and 1970 by
$431,000 and $1,180,000, respectively.

Construction funds used are assumed to have been derived from capital sources in the same
proportions 2+ the average capitaiization ratios for the respective years. On this basis, the ADC
attributable to funds provided by common equity amounted to 9.7%, 12.9%, 13.7%, 12.1%, 15.1%,
and 12.2% of “Income Applicable to Common Stock” for the twelve months ended August 31, 1974,
and the years 1973, 1972, 1971, 1970, and 1969, respectively. The amount of ADC varied from
year to year depending principally upon the level of construction in progress and the cost of capital,
thereby affecting the relationship between such allowance and net income.

(5) The ratio of earnings to fixed charges, i.e., the number of times fixed charges are covered by
earnings, is determined by using as eamings the net income betore income taxes, deferred income taxes,
investment tax credits and fixed charges. Fixed charges consist of all interest charges, amortization of
premium, discount, and expense on debt and one-third of all rentals charged to income

The pro forma ratio of eamings to fixed charges tor the twelve months ending August 31, 1974,
is 2.50 giving effect to the annual interest on the Series 1974 Bonds (at an assumed interest rate of 8% ),
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GULF SYATES UTILITIES COMPANY
NOTES TO THE STATEMENTS OF INCOME — (Coatiazed)

10 the annual interest on $60,000,000 of E% % first morigage bonds [isved in March, 1974, to the
annual interest on $55,000,000 short-term notes expected to be outstanding at the date of the sale of
the Series 1974 Bonds: and to the elimination of interest charges during such period on all short-term
notes and the 854 % first mortgage bonds issued in March, 1974 A difference of Y% in the actual
interest rate from the assumed rate on the Series 1974 Bonds would change the ratio of earnings
to fixed charges approximately 0014,

See page A-27 of this Appendix to the Official Statement

(6) Effective January 1, 1974, the Company increased book depreciation rates on selected
properties 1o reflect revised estimates of the remaining service life of these properties and also adopted
the practice of recognizing depreciation on new additions in the year in which they were placed in
service rather than at the beginning of the following year. The effect of the two aforementioned changes
reduced net income for the twelve months ended August 31, 1974, by §1,160,000 and $1,405,000,
respectively, and the related earnings per share by $.04 and $.06 respectively.

(7) See “Management's Discussion and Analysis of the Statements of Income” for rate increases

For the twelve months anded September 30, 1974, operating revenues were $359,204,000, and
n2t income after deducting preferred stock dividend requirements was $40,880,000, or $1.60 per share
ra common stock (after the decrease of §.11 per share as a result of the changes in depreciation more
fully described in Note 6 above ). For the twelve months ended September 30, 1973, operating revenues
were $275,278000 and net income after deducting preferred stock dividend requirements was
$44,523,000, or $i.74 per share of common stock. These amounts are unaudited but, in the oninion
of the Company, include all adjustments, consisting only of normal recurring accruals, neces ;' 10
& fair presentation thereof,

MARNAGEMENTS DISCUSSION AND ANALYSIS OF THE STATEMENTS OF INCOME

The Statements of Income reflect the result of past operations and are not intended as any repre-
sentation as to results of operations for any future period. Future operations will necessarily be affected
by various and diverse factors and developments, including possible changes in electric rates, business
activity, taxes, labor contracts, fuel costs, environmental expenditures, the effects of various electricity
conservation programs, and other matters, the nature and effect of which cannot now be determined

Material fluctuations in revenue and expense items for the four most recent periods presented
on the accompanying Statements of Income are as foliows:

Revennes

Material increases in electric operating revenues have occurred in the three most recent twelve-
month periods presented on the Statements of Income. The principal components of the net increase
in such revenues were increased consumption of energy, riie increases, and an increase in receipts
under fuel adjustment clauses in the Company's rates recovering escalated fossil fuel costs.

Effective March 15, 1973, the Louisiana Public Service Commission granted the Company an
electric rate J .. -wse for all of its retail business in Louisiana amounting to approximately $4,400,000
on an annu- <. after income taxes, based on 197! business. Increases in retail rates were placed
in effect on June 1, 1972, ir Texas amounting to approximately $3,500,000 on an annual basis,
after income taxes, based on 1971 business. Under effective orders of the FPC, the Company has
been charging increased rates for wholesale service to most rural electric cooperatives, municipal
reszle systems, and other electric corporations since mid-1973. See “Business — Electric Rates” for
wholesale rate increases placed in effect on August 13, 1973, and rate increase applications filed in 1974,

The increase of $28,181,000 in electric operating revenues from 1971 to 1972 was principally
attributable to increased kilowatt-hour sales, coupled with the retail rate increase in Texas effective
June 1, 1972, Increases in fuel cost recovery accounted for 44% of the $43,929 000 increase in
such revenues from 1972 to 1973, while the baiunce resulted from the retail rate increase in Texas

A4

i




e - o e e i B s T — R _ _ i
O S 2 RS s it 110 AL A VN GET AT Y ‘..,'...‘,;."‘.1"4 R OVTRE dAL N i"‘"‘ o C SRRV

being in efisct for the full year of 1973, the Louisiana retail rate increase effective March 15,
1973, an increase in wholesale rates effective August 13, 1973, and an increase in kilowatt-hour
sales. Blectric operating revenues for the twelve months ended August 31, 1974, reflected an increase
of $56,809,000 over such revenues for the calendar year 1973, including $47,110,000 increase in fuel
cost recovery coupled with an increase in kilowatt-hour sales.

Increases in fuel cost recovery are also reflected in stesm operating revenves for the two most
recent periods presented. Higher consumption made up 39% of the increase in such steam revenues
from 1972 to 1973 and increases in fuel cost recovery accounted for the remainder. Steam revenues
for the twelve months ended August 31, 1974, increased $4,418,000 over such revenues for 1973
This increase was principally & result of increases in fuel cost recovery of $4,312,000

The increasz of gas opersting revenues of $965,000 for 1973 over 1972 was principally attributable
to increases in purchased gas cost recovery of $535,000 and the balance from increased sales.

The operating revenues for any twelve-month period refected on the Statements of Iacome are
affected by an accounting lag experienced by the Company in charging out its actual fuel costs under
its fuel adjustment clauses. For the twelve-month period ended August 31, 1974, the Statements of
Income include as operating expenses $20.877,000 representing fuel costs actually incurred during the
last two months of such period and not billed out under the fuel adjustment clauses during such twelve-
month period. The comparab'c unbilled cost for the twelve-month period ended December 31, 1973,
was $11,383,000.

Faponscs

The increase of $12,296,000 for Fu- rchased Power from 1971 to 1972 was comorised
of 11% from increased generation, 38° creased fuel cost and 51% from increased power
purchases. Increases in 1973 and 1974 w. marily sttributable to increased cost of fuel.

Maintenance expense for 1973 increasc. over 1972 by $2,940,000, principally attributable to
major maintenance at power plants and painting of substations and transmission towers.

Depreciation expense for 1972 reflects an increase over 1971 of $3,700,000, of which $122,000
was due to adjustment in rates of depreciation for certain utility plant to reflect revised estimates of the
remaining economic service lives with the ¢ ance resulting from additional plant placed in service during
the previous yaar. The increase in depreciation expense for the twelve months ended August 31, 1974,
was principally attributable to charges resulting from additional plant placed in service during the
pravious year, and $1,160000 rpiesented widitional charges recognizing shortened service lives of
rasected properties, and $1.405.000 represented charges arising from a change in accounting to recognize
depreciation On plact in the year placed) o service.

Tasew

Th Felderal lacome Tax increase toi 1972 over 1971 was principally the result of increased
rovenues producing & eciresponding increas in the net taxable income base.
alowsnie ler Fonse Usid During Corstrection

The ircresse 1 Aliowance for Fusds Used During Construction for the years 1972 and 1973
over the rempaclive frevious veam was primarily attributable to the construction of generating units
ai Sabine and Willow Glen power stations.

Intevesi {hargss

Interest on Lemp<terr: Teby increased for the twelve months ended August 31, 1974 as a result
of the issuance of $50,000,000 ey mortgage souds in August, 1973, and $60.000,000 first mortgage
bonds in March, 1974,

Other Intersst Expense decreased from 1971 1o 1972 by $1,7/8,000, most of which was brought
about by the issvance of $35,000,000 first morgage bnds in November, 1971, along with the issuance
of 2,000,000 sheres of no-par common stock; thereby redvaing the nexd for short«term borrowings in
1972, The incresee in such expense from 1972 © 1973 resulted t7om increased construction activities
and increased iistesrest rates. Such expense for the twokve months ended August 31, 1974, increased
$1,633,000 over 1973 because of inciessed shott<term borrowings and higher interest rates.
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THE COMPANY

Gulf States Utilities Company (the Compgny) was incorporated August 25, 1925, under the
lews of the State of Texas and is engaged principally in the business of generating electric energy and
transmitting, distributing and retailing such energy in @ 28,000 sqaare mile area in southeastern Texas
and in south central Louisiana, extending & distance of over 350 miles wlong the Texas-Louisians
Coast including the principal cities of Baton Rouge and Lake Charles, Louisiana, and Beaumont, Port
Arthur, Orange and Conroe, Texas. The Company also sells electric energy at wholesale in this
area %0 various municipalities and rural clectric cooperatives. The Company's electric system is
interconnected, and interconnections with other utilities are maintained for the exchange of power.

The Compuny also conducts a wteam products business and sells natural gas in the Baton Rouge,
Louisians, ares.

The Company's service area i & major producer of oil, gas, sulphur, refined products, chemicals,
petrochemicals, steel, ol tools and releted manufacturing, processing and servicing activities. It is
characterized by a favorable year-round climate and ready access to air, land and water tansportation.
Paper, cement, building materials, cotton, rice and cattle are also important products of the service area.

The principal executive offices of the Company are located at 285 Liberty Avenue, Beaumont,
Texas 77701; the telephone number it (713) ¥30-6631

BUSINESS
wJperatiors
For the 12-month period ended August 31, 1974, 91.4% of the Company's operating revenues were
derived from the electric utility business, 6 6% from the steam products business and 2.0% from the
gas business. Of the electric operating revenues, S7% wore derived from within Louisiana and 43%
from within Texas. The gas and steam products businesses are conducted entirely in Louisiana. Additional

information about the principal classes of service is provided under “Operating Statistics and Certain
Drtails of Revenues.”

There are 21 rural electric cooperatives, sponsored by the Rural Electrification Administration,
2) municipal electric systems, and five iovestor-owned utilities operating within or adjacent to
the service area of the Company The operation and extension of these cooperatives, municipalities,
and other utilities in certain areas tend to restrict expansion of the Company's system in such areas

However, the Company is continuing to extend its service into areas around such municipalities, areas
adjacent to such other utilities, and into rural areas.

The Company self-gencrates substantially all of the electric energy it sells. The Company has
interconnection agreements with Central Louisiana Electric Company, Inc. and Louisiana Power &
Light Company, which contain terms upon which the parties may provide each other energy,
mainienance, and other types of electric service; however, the Company understands that the inter-
connected companies are having their gas supplies curtailed and that the only power that can reasonably
be expected from them is power to provide assistance during a period of equipment forced outages.
Through such interconnections, the Company also participates to the extent of 215,000 kilowatts in a
diversity interchange with the Tennessee Valley Authority. The Company also has an interconnection
arrangement with Houston Lighting & Power Company providing for emergency service only. The
cities of Lafayette and Plaquemine, Louisiana, have entered into interconnection agreements with the
Company which are subject to and still awaiting approval by the Federal Power Commussion. The

Company also has 8 power interconnection agreement with Cajun Electric Power Cooperative, Inc
See “Business — Litigation.”

Of the Company's steam products customers, Erzon Company, US.A., Ethyl Corporation, and
Uniroyal are being supplied pursuant to contracts which, pursuant to notice which has been given by
the Company, will terminate in 1978, 1976 and 1976, respectively. The specially-designed steam-
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electric extraccion plant which has been supplying process steam and by-product electric energy as
part of the requirements of these customers presently uses natural gas, of which 85% is being supplied
by the customer, as primary boiler fuel. The Company proposes to negot.ate nbw contracts with these
custowners 1o provide higher rates, and in connection therewith expects to consider whether or not
to convert such plant to continuous oil buming as well as gas burning capability. The Company
constructed and owns a specially-designed steam-clectric extraction plant in Baton Rouge which
furnishes the requirements of the Industrial Chemicals Division of Allied Chemical Corporation for
process steam and electricity. Allied Chemical furnishes all the fuel for such plant. It is being operated
and maintained by Allied under a twenty-vear contract, which runs to February 1, 1989, and under
which Allied makes annual payments to the Company, including amounts sufficient to amortize the
cost of such plant over the term of the contract.

The Company distributes natural gas in Baion Rouge and its environs which have an estimated
population of 230,000. Such gas is purchased under an agreement, expiring December 31, 1975, with
Mid Louisiana Gas Company.

It is presently estimated that the Company's system peak load during 1975 will reach 4,091,000
kilowatts, at which time the Company estimates it will have 8 generating reserve cepacity of approxi-
mately 35% . During the periods 1965-1974 and 1970-1974, the Company's peak load grew at average
annual growth rates of approximately 9.1% and 7.3%, respectively; however, the peak load in 1974
represented an increase of only 2.8% over 1973, The 1975 peak presently estimated, if realized, will
represent a 5% increase over 1974. The Company believes that the lower rate of load growth experi-
enced in 1974 has been attributable principally to mild weather conditions. conservation programs,
and the impact upon consumption levels of higher prices charged for electricity.

Constraction Program ond Finaacing Plans

Because of the lower level of load growth experienced in 1974 and revision of estimates by the
Company of its future load growth, previous plans for construction of generating units were revised in
August, 1974, resulting in lower estimated construction expenditures through 1977. To meet the
revised estimates of antic' ated growth in system load, the Company has tentatively schaduled in the
period 1975 through 198., the installation of four fossil-fueled electric generating units with aggregate
capability of approximately 2,140,000 kilowatts and four nuclear-fueled units with aggregate capability
of approx.mately 3,740,000 kilowatts. The Company's estimate of peak loads and its presently scheduled
construction program, discussed beiow, may change because of load growth changes, construction
and regulatory contingencies, and the effects of various programs which may be adopted or imposed
to conserve electrizity. The Company is keeping its construction plans as flexible as practicabie with the
intention of accommedating any changes that may develop

The cost of new construction in 1975 is expected to be approximately $199,000,000. In 1975 the
program is expected to consist of the following principal items:

Additional electric production plant T R e $164,000,000

Additional electric transmission and distribution facilities . ... ... . 32,000,000

Other additional electric improvements e 1,000,000

Additional gas plant BN A o O s 1,200,000

Additional steam plant AR 800,000
$199,000,000

The construction program presently contemplates the expenditure of approximately $600,000,000 during
1976-1977

It is anticipated that in 1975 the Company will, in addition to funds internally generated, require
prior to the end of 1975, approximately $130,000,000. The Company expects that such funds will be
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obtained from short-termn bank loans and the issuance of commercial paper combined with permanent
financing, the form, nature, time, and extent of which have not yet been determined.

Total gross additions to the plant account of the Company during the period January 1, 1969,
to September 1, 1974, amounted to $656,043,000 dnd during the same period retirements from the
plant sccount amounted to $30,439,000 Gross additions during the period amounted to approximately
$0% of total net plant at August 31, 1974,

The Company currently plans 1o construct four nuclear-fucled units with an aggregate capability
of approximately 3,740,000 kilowatts Two of such units will be installed in the River Bend Power
Station, which will be located on the Mississippi River north of Baton Rouge, Louisiana, and two will
be located in Newton County, Texas, near Toledo Bend Reservoir. The Company has entered into
coutracts or letters of irtent relating to the constructing and equipping of such units, and actual con-
struction of the first nuclear-fueled unit is expected to commence by mid-1975. The total cost of these
four units (including fuel, allowances for funds used during construction, and environmental contro!
facilities) is presently estimated to be approximately $2.82 billion (of which $63,500,000 is expected
to have been expended through December 31, 1974). In December, 1973, the Company entered into
» contract for the purchase of five million pounds of uranium concentrates which is & sufficient quantity
to provide the initial core for the four units which are planned to go into service through 1985, The
Company has also contracted for fabrication of the first core for the two units at River Bend and has
contracted for enrichment for the fuel of the above four units.

Construction and operation of nuclear-fueled units are subject to regulation by appropriate
governmental agencies, including the issuing of permits and licenses by the Nuclear Regulatory
Commission which, as of February 9, 1975, will become the successor to the Atomic Energy Commission
(AEC) for regulatory purposes. In September, 1973, the Company applied 10 the AEC for construction
permits for the two River Bend nuclear-fueled units to be built in Louisiana, and the Company
has filed ir the third quarter of 1974 its application for permits to construct the two nuclear-fueled
units to be built in Texas. Although the Company expects 1o pursue such permits and licenses diligently,
there can be no assurances at this time as to when the permits and licenses will be issued. If significant
delay is experienced for ‘uny reason in the licensing of any such nuclear units, the Company may incur
substantial additional costs, including carrying charges, additional escalation of acquisition and con-
struction costs, and cost of accelerating construction of other fossil or nuclear-fueled units to meet
projected load prior to the completion daie of any such delayed nuclear unit. The 1975 construction
program includes approximately $64,000,000 for expenditures in connection with the planned nuclear-
fueled units. Expenditure of funds prior to 1975 in the approximate amount of $63,500,000 und expeno.
tures of such portions or all of the 1975 projected expenditures as may be necessary, as well as execution
of contracts for the construction of such nuclear units ald the purchase of equipment and fuel therefor,
prior to assurance that construction permits aind operating and other related licenses will be obtained,
has been deemed necessary Ly the Company to put it in & position to make application for the regulatory
approvals required and o enable it to complete construction, once approval is obtained, withia the time
necessary to meet presently estimated increased load.

In rasponse to requirements imposed by the AEC and the United States Department of Justice, the
Company has agreed to accept certain conditions to the license which is issued granting access to the
Louisiana units and expects to accept similar conditions with respect to its proposed Texas nuclear units.
The Company's proposed four nuclear units have been planned solely on the basis of the Company's own
anticipated load requirement, and, based upon the amount of access presently expected to be requested
by other parties pursuant to such conditions, it is not anticipated that such diversion will materially
affcct the Company's ability to meet 4its anticipated load. See “Business — Litigation %

Of the four fossil-fueled units planned for construction through 1985, it is presently anticipated that
one 480,000 kilowatt unit will be fueled with gas, but it will have a continuous oil burning as well as gas
burning capability; one 580,000 kilovatt unit will be fueled with oil, but will have the capability
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of burning gas on a limited basis; and two units (with a combined capability of 1,080,000 kilo-
watts) will be fueled with coal. The total cost of the four fossil-fucled units (including allowance
for funds used during coastruction and environmental control facilities) is presently estimated to be

approximately $657 million (of which $95 miilion is expected to have been expended through
December 31, 1974).

The Company has contracted for a supply of fifty million tons of low-sulphur Wyoming coal, which
the Compary presently expects to be sufficient to fuel the two coal-fired units for twenty years.

Fuel Supply

All of the generating plants of th Company (with the exception of Willow Glen Unit No. 4 which
unit has been converted to burn No. 6 fuel oil) are presently designed to use natural gas as primary
boiler fuel and have the capability of using No. 2 oil as boiler fuel on a short-term basis. Boiler gas is
provided in Texas under contrects running until 1985 with Exxon Company, U.S.A., and Texas Intra-
stute Gas Company. The Company has been receiving gas needed in its Texas plants from these suppliers
pursuant to such contracts and does not expect any immediate material curtailment of such supply.
Gas deliveries from Texas Intrastate Gas Company, which only supplies one-half of the requirements
of one 265,000 kilowatt generating unit (which one-half represents 2.6% of the total generating capa-
tility of the Company) may be subject to curtailment pursuant to priorities established by the Texas
Railroed Commission. Boiler gas is provided in Louisigna under a contract running until 1981 with
Monterey Pipeline Company and under a contract running until 1987 with United Gas Pipe Line
Company (United) which contract has provisions for price redetermination in 1977 and 1982.
Additional gas is supplied to the Company ia Louisiana by its wholly-owned subsidiary Varibus Corpora-
tion (Varibus) (see below). United provides gas to the Company's Willow Glen (other than to Unit
No. 4) and Roy $. Neison power stations in Lowsiana, which stations account for a total of 1,861,000
kilowatts of the Company's electric generating capability.

Since November, 1970, United has been delivering less gas than the Company would have otherwise
used under its contract with United. Such curtailments are expected to continue at increasingly severe
levels and may be further affected by the Federal Power Commission (FPC) actions discussed here-
after. There are numerous FPC proceedings and related court appeals now in various stages involving
the Company, United, and other customers of United. Such proceedings have already resulted in approval
by the FPC of curtailments to the Company based upon certain priorities of use. Current FPC orders
provide that if it is necessary for the Company to avoid shedding firm e'ectric load, United is authorized
to deliver sdditional gas to the Company to the extent required to avoid such load shedding, but any
such additional deliveries are to be offset against subsequent gas allotments from United. Key issues yet
to be finally determined in such proceedings are whether or not natural gas supplied by United for boiler
fuel to large volume users, particularly for the purpose of generation of electricity, will be ordered
terminated by the FPC, or, if authorized to be continued, will be given sufficient priority to entitle the
Company to obtain gas in adequate quantities. The Company cannot at this time anticipate the final
outcome of such proceedings or the overall impact thereof upon the operation of its generating units
served by United. With respect to one court appeal related to the supply of gas from United, on
November &, 1974, the US. Court of Appeals for the Fifth Circuit issued its opinion in the case
styled State of Louisiana, Louisiana Municipal Association, and Parish of Cameron, et al. vs. Federal
Power Commission, which directs the reimposition of a gas curtailment plan formerly in effect that
gives the Company a higher priority for that portion of its gas requirements required to generate
electricity to serve the Company's “domestic” electric customers. The actual impact of the opinion
on the Company's gas supply from Uniied cannot be determined at this time because it is dependent

on future action taken by the FPC after it gives consideration to this opinion and further possible
court appeals.

In an attempt to obtain gas to offset the eifect of existing gas curtailment, the Company has been
purchasing gas on a temporary, interruptible basis and on a firm short-term basis from several suppliers
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in Louisiana, principally through Varibus, and ex; + :ts to continue to purchase gas on such basis to
the extent available.

Because of the gas supply problem, the Company has adapted its new Willow Glen Unit No. 4 to a
continuous oil burning as well as gas burning capability. The Company initiated & program to adapt all
seven of its gas-fired units (with appropriate emission control equipment) now served by United to
enable them to have a continuous oil burning and gas burning capability but has recently temporarily
deferred such conversion work with respect to five of such units. The cost of such program for all seven
units is estimated to be approximately $75 million, including costs for environmental control and other
related facilities, a portion of which is to be funded by proceeds from the issuance and sale of the
Series 1974 Bonds. Fuel supply facilities incidental to such conversion are expected to cost an addi-
tional $16.9 million. It is estimated that the earliest this program can be ¢ompleted is in 1977. If such
adaptation requires time beyond the date of termination of United's gas service, should the FPC ylti~
mately so order, the Company would seek from the FPC a deferral of such termination. Through such
a deferral or by obtaining alternate sources of fuel or power, the Company presently expects 10 be
able to meet its electric service requirements, but cannot presently be assured of the success of its
efforts to do s0. The Company has been purchasing fuel oil on the spot market as required, but has
not yet been able to obtain long-term contracts on »n acceptable basis for supply of No. 6 or other
residual fuel oil to supply the existing plants which are being converted to continuous oil burning
capability or future units planned to have such capability See “Business — Litigation,"”

The Company continues efforts to explore the purchase of gas from other sources, and maintains
storage plus the capability for using No. 2 fuel oil for short periods. It has been necessary at times 10
burn substantial quantities of No. 2 fuel oil in conjunction with ga: to meet load demand, and the
Company expects increasing need to burn larger quantities of such oil to meet future load demand.

To date, there has been no reduction or interruption in service to the Company's customers because
of fuel supply shortages or fuel allocation rules heretofore promulgated by the Federal Energy Office
However, the ability of the Company to avoid future interruptions and curtailments will depend upon
the success of its efforts to continue to obtain necessary fuel to supplement its curtailed gas supply
under then existing markct conditions and applicable governmental allocation and rationing programs.

For the twelve months ended August 31, 1974, the system-wide average fuel cost rose to 60.65¢
per million Btu from 20.44¢ per million Btu for the twelve month period ended August 31, 1970. The
alte-native sources of purchased power and fuel discussed above are expected to result in higher costs,
which cannot now be determined. In addition, an increase in the price of gas sold to the Company by
United is an issue in the court proceedings referred to above. The Company's rate schedules and con-
tracts, covering all kilowatt-hour sales, contain fuel adjustment provisions making automatic adjustments

‘or increases and decreases in fuel costs. See “Management's Discustion and Analysis of the Statements
of Income."

After conversion to the capability of continuously using oil as fuel, the Company's equipment is
expected to need more maintenance, repair, and restorative work than as presently operated. In addi-
tion, more problems may be experienced with air pollution in using oil and coal as fuel than the
Company presently experiences in using gas. See “Business — Environmental Matters.”

The Company's subsidiary, Varibus, supplies and will continue to supply a portion of the Com-
pany's fuel requirements and will be involved in programs to prospect for and develop fossil fuel
resources. In addition, Varibus has entered into both firm and interruptible gas purchase contracts
and gas transportation and exchange agreements which are expected to replace for the Company for
short periods a portion of the gas being curtailed by United, but which in one case imposes upon
Varibus an obligation to repay such gas in kind at a later date

A joint venture exploration program, in which Various and Public Service Company of Oklahoma
(PS0O) have been involved since September 1, 1971, has resulted in the acquisition of leaseholds in
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over 400,000 acres at a cost to Varibus of approximately $4.75 million. The mineral leases acquired
are located in the southern portions of eastern Mississippi and western Alabama. Development and
activiy are still in preliminary stages, except that a discovery has been made in Alabama in which
Varibus owns a small percentage and production therefrom is expected during the first quarter of 1978,

Varibus is involved in negotiations with two foreign investors for the exploration and development
of other portions of such acreage in Mississippi and Alabama. One of the major provisions of the
exploration agreement will be that Varibus and PSO will nave a call on al! or a major portion of the
production which may be obtained, Varibus' share of which may be either sold or exchanged to sup-
plement the fuel needs of the Company.

Eloctric Rates

The retail rates of the Company in Texas are subject to the jurisdiction of municipal authorities, and
as to all retail rates, including those in unincorporated towns and rural areas, a District Court of the
State of Texas has authority to declare unlawful an extortionate or unreasonable rate. Texas does not
have a state utility regulatory body with jurisdiction over the rates of the Company.

In Louisiana (in which state the Company is duly qualified to do business as a foreign corporation ),
8 statute provides that the Louisiana Public Service Commission shall have jurisdiction over the retail
rates and services of the Company. A« of January 1, 1975, provisions of a new Lonisiana Constitution
will come into effect which provide that such Commission may permit a proposed increase to be put into
effect, in whole or part, under bond pending the Commission's decision and if such Commission does
not render a full decision on & proposed rate increase within twelve months after the effective filing

date, the proposed rate increase may be put into effect if and as provided by law and subject to bond
until final action by a court of last resort.

The FPC has jurisdicton of certain activities, including wholesale sales of electric energy in inter-
State commerce, and the issuance of securities by the Company including the guaranty by the Company

of the Series 1974 Bonds. Approval of such guaranty was granted by order of the FPC issued October 8,
1974,

Under effective orders of the FPC, the Company has been charging increased rates for wholesale
service to most rural electric cooperatives, municipal resale systems, and other electric corporations
since mid-1973. The Company estimates that such increase in the base rates will produce approximately
$1,800,000 at the 1973 level of use plus revenues from a fuel adjustinent clause which recovers fuel
costs above a level of 2.1 mills per kwh. Most collections of such rate increases are subject to refund
pending final action by the FPC. Two wholesale customers have appeaied the order of the FPC to the
United States Court of Appeals for the District of Columbia. and if such appeals should result in
reversal of the FPC orders as to such customers, approximately 74% of the increase in the rates could
be lost pending further FPC action or termination of the existing contracts with such customers. A
formal hearing was held before the FPC in September, 1974, regarding such increase in rates but no
final action has yet been taken by the FPC thereon. Through August 31, 1974, approximately $4,7060,000,

including collections under fuel adjustment clauses and inierest, was subject to being refunded depending
on the outcome of the FPC and court proceedings.

The Company filed with the Louisiuna Public Service Commission on October 3, 1974, for
an increase in electric rates to retail customers in Louisiana with demands in excess of 5,000 kilowatts.
The increase requested would produce additional revenues of approximately $6,033,000 based upon
the test year 1974 level of business. Customers will receive & progressive increase beginning with
loads in excess of 5,000 kilowatts and the percentage increase will vary from no increase at 5,000
kilowatts to approximately 10% or less for loads above 20,000 kilowatts. A similar increase amounting

to approximately $4,000,000 of additional revenues based on the test year is expected to be made
effective in Texas concurrently with the Louisiana increase. On October 22, 1974, a hearing was held
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by the Louisiana Public' Service Commission, on a motion by the Company to place the increase in

effect immediately under bond, subject to refund if the proposed increase is not ultimetely granted, but
no ection has been taken as yet.

Empboyess

The Company has approximately 3,100 employees. Of these, about 2,300 operating personnel
are represented by the International Brotherhood of Electrical Workers under a collective bargaining
agreement which continues through July 5, 1975, Among the provisions of the agreement is a 5% wage
increase which became effective on July 14, 1974,

The Company and the Equal Employment Opportunity Commission (EEOC) met to conciliate 22
charges of alleged discrimination that had been filed by employees. Concilistion agreements be-
tween the Company and the EEOC were reached on July 25, 1974, providing for settiement of 18 of the
charges. The conciliation agreements provide for affirmative action promotion programs for 2 class
of approximately 445 female employess and 215 black and Spanish-surnamed employees, & change
in matemity leave procedures, & change in rates of pay for two job classifications, and a possible
overtime differential award for an as yet undetermined class of black employees. The conciliation
agreements are presently ip process of implementation and monetary liability for special payments
provided thereunder cannot yet be determined

The Company has received notice that there are at least cight additional charges of discrimination
presently pending before the EEQC. These charges involve the Company's maternity leave procedures
and practices that allegedly discriminate against the charging parties on the basis of race or sex.
The limits of the potential classes, the remedies 1o be sought, and the amourt and materiality of
monetary claims, if any, which may arise therefrom are not presently known

A private class action wes histituted against the Company in a Federal district court in Texas on May

1, 1974, in which five employees ars denominated as representatives of a class of similarly situated
employees at one of the Company's facilities. Because of alleged discrimination they seek: (1) injunctive
relief, which includes abolition of various employment practices in the area of testing, seniority, etc.
and changes in the union collective bargaining agreement; (2) a court-ordered comprehensive affirma.
tive action program; (3) a declaratory judgment; (4) back wages: and (5) costs and attorneys fees. The
amount and materiality of monetary claims are not known at (his time.

Litigatice

On July 24, 1973, the cities of Lafayette and Plaquemine, Louisiana (the Cities) filed an
action in United States District Court in the Eastern District of Louisiana, against the Company and
other adjoining investor-owned electric utilities, seeking treble damages and injunctive relief. alleging
various anticompetitive activities in Louisiana. In connection with the power interconnection agreements
reach=d with the Cities on January 8, 1974, they entered into agreements to release the Company from
claims for any such prior acts or omissions, to dismiss as to the Company their civil actions described
gbove, 1o withdraw various interventions pending in the various FPC proceedings of the Company,
and to refrain from intervening in AEC proceedings oi the Company based on any such pnor acts
or omissions. Such agreements by the Cities are, however, contingent upon acceptance by the FPC
of the respective power interconnection agreements entered into by the Company with them without
imposition by the FPC of conditions unacceptable either to the respective City or to the Company
Such agreements are pending before the FPC at this time

In March, 1971, the United States Department of Justice issued Civil Investigative Demands
demanding that the Company and certain other investor-owned electric utility companies in Louisiana
produce certain documents in the course of an inquiry as to whether such companies may have been
violating antitrust laws. No suit has been filed by the government alleging violations of the antitrust
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laws. Based upon consultation with the Justice Department and the staff of the AEC relative to the
Company's application for permits to construct nuclear generating units, the Company presently believes
that such investigation has been resolved through agreements reached with the Justice Department as to
conditions which may be imposed in the licenses for such nuclear units relating principally to coordina-
tion efforts in the future with certain neighboring utilities and access to the nuclear units.

On August 5, 1974, the Company filed a $225 million damage suit in the Civil District Court for
the Parish of Orleans, New Orleans, Louisiana, against United Gas Pipe Line Company alleging
United's failure to fulfill its contractual oblieations to supply natural gas to the Company and s~eking to
recover costs incutred by the Company in purchasing natural gas at higher prices from other sources
and purchasing more expensive fuel oil, constructing new facilities and converting generating facilities

to handle and burn fuel vil, and covering future costs estimated to be incurred in the conversion to fuel
oil operation.

Eaviroamental Matiers

The application of Federal and state restrictions to protect the environment involves or may
involve review, certification or issuance of permits by various state or Federal cuthorities (including
the Administrator of the Environmental Protection Agency (EPA) and the Corps of Engineers)
with respect to construction of new facilities or modification of existing facilities and with respect to
initial or continued operation of facilities. The Company believes that it is in subctantial compliance
with all presently applicable requirements, and is not involved in pending proceedings and does not
know of any threatened proceeding in which the Company is or will be charged with material violation
of such requirements. However, environmental restrictions, particularly in regard to emissions iato
the air and water, may increase the cost of operations of the Company's generating installations and
may in the future require substantial investments in new equipment at existing installations and sub-
stantial increases in the costs of proposed new facilities. The Company believes that the capital expendi-
tures and operating cost incurred in response to environmental considerations will be fully allowable
for rate-making purposes. However, there can be no assurance that this will be the case. Other than
(i) the emission control ‘acilities necessary to meet emission regulations applicable to generating units
in Louisiana which are being adapted to a continuous oil burning capability (see “Business — Fuel
Supply”), (ii) & uquid waste treatment facility for the existing units at Louisiana Station (approxi-
mately $4 million) and {iii) backfitting of two large stations from once through operation to cooling
towers which may be necessary under recently published guidelines of the EPA if applications for
Section 316(a) exemptions under the Federa! Water Pollution Control Act which the Company intends
to file, are denied (approximately $10 million), the Company is not immediately faced with significant
expenditures for environmental control facilities at its present units. However, substantial portions
of the Company's construction program are expected 2o be for environmental control facilities.




Manegement
The officers and directors of the Company are as follows:

OFFICERS

Floyd R. Smith
Norman R. Lee o
Samuel L. Adams .

Joseph R. Murphy .
Jerome M. Stokes

William E. Heaner, Jr.

Joseph O. Robichau
Robert E. White .
Jesper F. Worthy . ..
Robert W. Jackson . .
Roy E. Eyler . ..
Thomas A. Page

James L. Braswell

Ray S. Pace . e
Hansford R. Rouse
Robert L. Wynne, Jr

Nasme
Samuel L. Adams

John W. Barton

Seth W. Dorbandt
Edwin W. Hiam

William H. LeBlang, Jr.

Norman R. Lee
Charles P. Manship, Jr
Joseph R. Murphy

Benbmm‘n D. Orgain

Floyd R. Smith
Harrell R. Smith

Bismark A. Steinhagen

Oliver P. Stockwell

Fred V. Wilson

Chairman of the Board of Directors
President

Senior Vice President

Senior Vice President

Senior Vice President

Vice President

Vice President

Vice President

Vice President

Secretary

‘ssistan’ Secretary

(reasurer

Con.. .Y - « Assistant Treasurer
Assistan casurer

Assistant Treasurer

Assistant Treasurer

DIRECTORS

Principel Occupation

Senior Vice Presiuent and director of .he Com-
pany, Beaumont, Texas.

President, Jack's Cookie Company, biscuit and
cracker manufacturer, and vice president of
Louisiana Aircraft, Inc., aircraft distributors,
Baton Rouge, Louisiana.

Chairman of the board and president, First Na-
tional Bank in Conroe, Conroe, Texas.

Registered investment adviser, Boston. Massa-
chusetts

President, Baton Rcuge Supply Company, Inc..
lumber and other building materials distri-
butors, Baten Rouge, Louisiana

President and director of the Company, Beau-
mont, Texas.

President and director, Capital City Press, news-
paper publishers, Baton Rouge, Louisiana.

Senior Vice President and director of the Com-
pany, Beaumont, Texas.

Member of Orgain, Bell & Tucker, general legal
counse! for the Company, Beaumont, Texas
Chairman of the Board of Directors and director

of the Company, Beaumont, Texas

Retired general manager, Lake Charles Opera-
tions, Cities Service Oil Company, petroleum
refiners and petrochemical producers, Lake
Charles, Louisiana.

Partner, Steinhagen Oil Company, petroleum pro-
ducts distributors, Beaumont, Texas

Member of Stockwell, St. Dizier. Sievert & Vie-
cellio, legal counsel for the Company in the
Lake Charles Division, Lake Charles, Lou-
isiana.

Investments, Port Arthur, Texas
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GULF STATES UTILITIES COMPANY
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES

12 Months

Years Ended December 31,

Eaded
August 31,1974 1973

ELECTRIC AND STEAM PRODUCTS:
Numbar of customers:
153,298 149292
42,628 41,986
5652 5,606
1,486 1,433

1972 1971 T

340,360 330,416
4], 144 40,171
6,115 5,320
14391 1,320

313,661
38,907
4,396
1,271

403,064 398.317
p e S

CAPANL!TY LOAD AND RESERVES
(kilowatts

Omma;cmbnmy at time of peak

ty from 'nn Ray-

Toledo Bend Dams and

Cn;un Electric Power Coopcmnvc
Inc. without reserves :

77,227
389,010 3 i22

98,000 98.000

358,215
o

Total capability at time of peak load

4,253,000 3,723,000

M loed including inhmlptibk

Phn Power nhl wim reserves
to other utility systems . ..

Lags:
Interruptible load at time
of peak load ... . . ..
Purchased power with re.

serves including TVA di
varsity interchange 215,000 215,000

2,600 28,800

3.285,000 3,038,400
100.000 100.000

19.800 30,600 37.600

215,000 215,000 215,000

215,000

Load for which reserves are provided 1,678,200 3,537,900

3.347.9500 3,139,400 2,886,800

2,685,600

Capability in excess of load .. . .. 1,028,800 1,194,100
Loss: Schoduho maintenance at time
of peak load 111,000 126,000

1,011,100 1,113,600 836,200
176.000 246,000

457,400

Reserve capability 917,800 1,068,100
e e

Percant reserves 23 30
Maximum demand mm -old« LY

poundis vet howr ., .. .. 32 1389

Outpat — net «— kwhrs (lhounudn

Generated .. 22,323,578 21,590,507
Purchased and umrclunnd 861 968 917,992

1,011,100 937,600 590,200
—=crums e

30 30 20
3,309 319 3,37

21,281,658 20,643,077 19,290,514
519,575 (PS0.059)  (1,060,239)

457,400
g

17
3,143

17,337,296
(249.426)

Total . v 23,187,546 22,808,499
fo =

Sales of electric ezargy — kilowatt-
kours (thousands):

" Residentiai e T 3,832,030 130,837

Commial SRR el 2,673,046 2.579.961

i . 11,272,518 11,001,560

2,881,636 2,880,362

1,465,307 1,519,578

21,801,233 19,653,018 18,230,275
— TRt ===

3,546,355 3,132,903 2,860,259
2,380,471 2,114,689 1,923,879
10,415,986 9,371,114 8,698,045
2,602,921 2,420,923 2,384,767
1,719.249 | 482,560 1,138,427

17,087,870
pe e =

2,665,542
1,782,460
8,098,285
2,364,660
1,222,307

22,124,537 21,712,298
=== ===——==
Steam sales — millions of pounds 24,793 25,723

° Excludes load served by and capability of the 76,000 kilowatt ste

20,664,982 18,522,219 17,205,377
e = e

24,543 23,943 24,162

operated by the Industrial Chemicals Division of Allied Chemical Corporation.
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GULF STATES UTILITIES COMPANY A
OPERATING STATISTICS AND CERTAIN DETAILS OF REVENUES — (Coatinved)
12 Months
Fnded
August 31, 1974

Years Ended Docember 31,
1972 1

1973

1970

Electric ling — pole miles
Transmission (69,000 volts and
over) .
Distribution (34,500 volu md
undwn .

uwnd conmucuon —
mﬂ- .
Average anuual use per cusiomear:
Residential:
Kilowatt-hours i
Revenue per kilowntt-hour
— cents
Commercial:
Kilowati-hours
Revenue per kilowati-hour
- conts .
Industrial:
Kilowati-hours ‘
Revenue per kilowatt-hour

Number of customers

Output - M cu. ft. of mlun! 'u
purchased .

Sales — M cu, ll. .
Maximum daily output —
Mains —miles .
OPERATING REVENUES:
Electric and steam products —
Sales of electric energy
Residentia!
Commercial .
Industrial
Steam products
Other

Total sales of elecing
energy ’

Other electric and
products revenue

Steam sales

Tota! electric and
sieam products

sleam

Gas —
Sales of gas:
Residential
Commercial and industrial
Total sales of gas .
Other gas revenue .
Total gas

TOTAL OPERATING REVENUES

ELECTRIC AND STEAM PRODUCTS
OPERATING REV ENLES—‘! OF
TOTAL

GAS OPERAYING
OF TOTAL

E\ENL‘ES %

3668
15,549

L

241

1,995 842

114

71,659

8,233,907
7967078
R1,946
1,042

$103.830.77%
64,500,209
129009272
20,087,246
19,496,594

1.667

| R20 542

90

71,854

9,502,531
9 114942
97,984
1,019

$ 91,155,021
55,658,876
99,231,146
15,777,138
14,229,267

1.740,058

s

70,597

9,060,473
8441612
K1284
979

$ 79021928
46.599 660
77,941,110
12,073,611
13.132.964

3,589
14,658

489

| K49 440

7

69,124

8788 BRI
R8BS 412
5237
949

$ 68727248
40,898,786
68,322,257
10,829,047
11,223,230

1.287
14,303

199

| 9RO KRR

73

67,322

9.607,794
9209457
97 480
0

$ 61,463,438
37,561,242
63,391 554
10,547,082
10,321,504

1,801,220

73

66,694

9.291,090
8.982,18)
82.13%
917

$ S9.820744
15,435 809
£9.367,304
10,510,620
9,460,839

336,927,097

3,729,187
1,954 985

276,251 448

3,178,407
1,957,370

228.769.270

1011430
1,956,949

200,000 568

2374 949
1.954 695

184226824

1,609,196
1.946.154

174595316

1.227,423
1,969,091

2.611,249

281,384.228

233,737 649

204,330,212

I88.782,.174

177,791,830

4635797
2303813

4979121
2.198.738

4,382,289
1,801,735

4253967
1,634 856

4332508
| 4K7 226

1.930,360
1,416.666

6939610
52,850

7.177,859
58,922

6,184,024
87.956

S, BEE B2}
38, fh~

5819734
510

5.347,026
899

6.992.460

7.236,781

6,271 980

$.077.590

5820244

$.347.928

$1349 603,709
e e

9.0

20

$288.62 1,006
somemme—

975

$240.,009.629

S" 10,257 802

$194 K02 418

$163.139.755

974

97.0

20




GULF STATES UTILITIES COMPANY
BALANCE SHEET

VA tes G B b

ASSETS
31 1974 Dacerobar 31, 1973
(Thovmnds of Dellare)
UTILITY AND OTHER PLANT uncludma intangibles) .
&l original coot (Note A):
Blestric utility plant . . 81,081,279 91,134,380
Swam producs plant 32,808 2,7
Gao wtiliey plamt . ... ... ...... : 19907  $1.153,994 19488  §1,226,639
Lams: Accumulated novhm for apndmoa 323,822 296,806
Total plant less accumuiated pmmoa tof :
daprasistion . ... ....., 230,172 929,833
CONSTRUCTION WORK IN PROGRESS, st cost (Noie A) 320,262 154,046
Total utility and other plant . ............. 1,150,434 1,083,879
OTHER PROPERTY AND INVEITMENTS:
Investment in and advances w subsidiary company at
QquUIty (NOI® A) . ... ittt e, 17,757 20,937
Other property and investments, at cost . ' 1,038 1,020
Total other property and investments ... .. 18,792 21,957
CURRENT ASSETS:
T ETID D 5o kn 0 60 606 6 o e b 8% 40 e 6,317 3,801
Spacial deposits . ..., 284 R LL
Temporary cash investments ... ................... 1,500
Acoounts recaivable:
Customers ....... 42,946 28,924
Othars 2,340 2,077
45286 31,001
Less: Accumulated provision for uncollsctibles 82 44,904 412 30,589
Matsrials and supplies (including construction
materials) at average cost . .. : 6,454 5,887
o R S e S DDy 22,459 9,038
Fuel prepayments . . .. bX M) 339
Other Prepayments ............c.ouuiieiiiieniins. 3,066 1,388
Total current assets ... ................... 85,321 51414
DEFERRED DEBITS:
Unamoertized debt expense (Note A) 1,077 1,016
R A A IO R ) S 1,858 1341
Total deferred debits 2,935 2,357
31.237|482 81,159,607

The accompanying notes are an iniegral part of the financial statements.
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GULF STATES UTILITIES COMPANY
BALANCE SHEET
LIABILITIES
A 31,1974 Deeaibor 31, 1973
Cnnudised)
(Thoucands of Dollars)

CAPITALIZATION:

Capital stock and retained sarmings
Common siock, without par vnluo (Note C) .... § 187.580 $ 187,580

Rewined earmings (Nowe D) ... ... 156,390 § 343970 154,556 § 342,136
Preforred stock (Nowe C) . . 117,500 117,500
Premium on preferred stock (Note C) 633 658

! Total capital stock and retained earnings : 462,123 460,291

Long-term debt (Note E):
First mortgage bonds . ..

Unamortized premium, discount on debt (Note A) 589,625

Totl capitalization . ................c0.0. 1,081,750

CURRENT LIABILITIES:

Debentures, due within one year, less amount ACQ\IIM
for sinking fund purposes (Note E) |

Notes payable (unsecured) (Note B)
Ranks : .
Commercial paper .. ... ... ; PN ¥ €0,127

Accounts payable, trade . ... ... 31,684
Customers' deposits - 2983
Taxes accrued . . . . - . 17,596
Interest accrued . .. : 5 Foaa ; 6,656
Dividends declared ‘ 6 Lve 8,836
Payroll acerved . . ................ o BRaR . 698

Other .. 3,526

Total current liabilities . 112,103

DEFERRED CREDITS:
Investment tax credit RS SRR AD ES ks 21,633
Accumulated deferred imcome tax . .. ... ... 68,769
Other .. .. 1,442
Total deferred credits AT TR 91,844
OPERATING RESERVES .. .. ]

19,689
63,717

m
83,698
1,771
$1257,482 $1.159,607

The accompanying notes are an integral pan of the financial statements




GULF STATES UTILITIES COMPANY
STATEMENTS OF RETAINED EARNINGS

12 Mouths
A w,”‘ Year Raded December 31,
L U T TR T
" (Thoussnds of Dollars)

o

BALANCE. beginning of period. as nreviously
reported “ “ cevercenes $146,148 $109.354 3125406 3115490 $100.066 § 91.4%6
Less: Cumulative effect of change to equity
method

of accounting for investiaents
(See Note (3) to Statements of Income) 143

BALANCE, beginning of period, as restated . . . .. 146,148 199211 125406 115490 103,366 91.55¢

ADDITIONS:
Net income P N A T e o 45,588 50,177 45,168 19,009 38,998 34,712

191,733 189388 170,574 154,499 142064  128.268

DEDUCTIONS
Capital stock expense
Cash dividends:
Preferred stock (at annual raies indicated
helow ):

$4.40 dividend . &% 64 - s 528 28
$4.50 dividend PRGN ‘ L 228 228 22¢ 228
$4.40 dividend — 1949 Series 264 264 264 264 264
$4.20 dividend ....... 294 294 294 294 294
$4.44 dividend ... ... ..... T 22 222 22 222 222
8500 dividend ................... 37 K 375 375 375 378
$2.08 dividend ... ... s e S08 o8 SO8 «  SOR 508 S08
$4.52 dividend SR 432 452 45 452 452 452
$6.08 dividend TRNCWR ‘4 1,216 1,216 1,216 1,216 1,216 1,216
$7.56 dividend R : 2,646 2,646 566

Common stock ... ............ .. 28613 28,102 36,570 25009 22740 20,818

_ 35343 34,832 31,220 29.093 26,874 24,902

BALANCE. end of pericd (Note D) ... : $156390 $154.556 $139.384 $125406 $115.490 $103.366
=== = ==wmwr  zzscoom

The accompanying notes are an integral part of the financial statements




GULF STATES UTILITIES COMPANY
STATEMENTS OF CHANGES IN FINANCIAL POSITION

12 Moaths

31, 197 Yoars Eaded Docember 31,
Jnaudited) 1973 Iﬁ) 1971 1270 1969

Mdbdhm

FUNDS FROM OPERATIONS

Net income(s) ... .... : $ 45585 5 50,177 S 45168 0§ 39008 3 3RO § 34712
Items not affecting womu umul
Depreciation . 41 889 35,784 13,606 29 906 25,801 23276
Amortization d lau on uu o(
proparty .

136 42
Deferred anl income 1ax -~ net 7,107 6.494 $.778 4922 4,660 4,184

Deferred siate incoine tax — net 157 206 M 74
Investment tax credit - net 160 72 1,283 | 466 382 2.1%

Common stock equity mmm of
allowance for funds used during
construction . (5.880)  (5,590) (5.538) (4.208) (5.282) (3.741)

Funds from operations 89018 87,641 80.574 71.169 £7.494 61,127
FINANCING

First mortgage bonds 60.000 50,000 15,000 60.000 50,000

Preferred stock . ... o 35,088

Common stock 40,280 28,217

Notes payabie . i 11,014 (30.796) 69.256 (29001) (17,220) 26,311
INCREASE IN OTHER — NET(b) 9,820 9.103 8,366 £329 6.607 4,245

Total source of funds . .. $189.852 5115950 3193251 122777 5145.09-9 $141 683
eSSl _—=T=

FUNDS FOR:

Gross plant additions(a) $139.193 $107.234  §111.314 3 91994  $110,59¢6 $123,328
Dividends ie 15,343 34832 31.220 29,093 16824 24902
Retirement of long mm debt Sk 178 37 378 78 178 378
Pivestment in and advances o wwdnn

company ) 930 18,388 2.482
Temporary cash investments . . . 1,500 (47.900) 47 900 g | L )

177341 112,896 193,291 121.462 137.794 148 605

INCREASE (DECREASE) IN WORKING
CAPITAL AS DETAILED BELOW 12,511 3.054 (40) 1,318 7,304 (6,922)

Totl funds used . $189.852 $113950 $193.281 8122977  §145,099 $14] 681
o = O =T € oo~

INCREASE (DECREASE) IN WORKING
CAPITAL (Excluding notes payable)

Accounts receivable . $ 13512() 8 6,144 § S305 3 (630) § 2,568 § 2,130
Inventories . . 1,098 1,097 (610) 116 600 (142)
Fuel stock .. . 16,827 7997 (678) 1.530 1 4)
Fuel prepayments .. (33) (I 92

Other prepayments . ‘ 406 (88) (717%) 86 189 405
Accounts payable . : (15.114) (7,716) (2,033) 1.287 (1,796) (1,401)
Accrued taxes . 2917 (800) (473) 1,074 5.1 (4,747)
Accrued interest (238) (1,770) (21 (469) (1,312) (1,299)
Other — net . : . (6,864) (1,577 (1,147) (1,679) _ 1346 (1,864)

$ 12511 § 3054 § (40) § 1315 § 7304 § (6922)

(a) Includes allowance for funds used during construction. See Note 4 to Statements of Income,
(b; Includes common stock equity compenent of allowance for funds used during construction
(¢) Increase due principally 1o seasonal kilowatt-hour usage and fuel clause adjustment

The accompanying notes are an integral part of the financial statements.
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GULF STATES UTILITIES COMPANY

NOTES TO FINANCIAL STATEMENTS
(Information relsting (o dates after December 31, 1973, is unaudited.)

(A) The major accounting policies of Gulf States Utilities Company are outlined below. These
policies are presented to assist the reader in evaluating the financial statements and other data
presented in this statemen.

The :ccounting records of the Company ars maintained in accordance with the Uniform System
of Accounts prescribed by the FPC and the Louisiana Fublic Service Commission. In accordance with
changes required by the FPC in 1974, certain 1973 amounts have been restated to maintain com-
parability between the two years. )

Utility and other plant is stated at original cost when first dedicated to public service and the
amounts shown do not purport to represent reproduction costs or current value. Costs ‘of repairs and
minor replacements are charged to expense as incurred. The recorded cost of depreciable utility plant
retired and cost of removal, less salvage, are charged to accumulated provision for depreciation. At
August 31, 1974, certain electric utility plant approximating $85,500,000 has been included in con-
struction work in progress which had been included in utility and other plant at December 31, 1973,

The capitalized cost of atility and other plant includes an allowance for the cost of funds used
during construction.

The provision for depreciation is computed using the straight-line method at rates which will
amortize the unrecovered cost of depreciable plant over the estimated remaining service life. The
provisions for depreciation for the twelve months ended August 31, 1974, and the vears 1969 through
‘973 were equivalent to average percentages of depreciable plant as follows: Electric — 3.2%, Steam
Products — 3.8% and Gas — 2.9%.

The Company's investment in Varibus Corporation, a wholly-owned subsidiary, is accounted for
on the equity basis. See Note (3) to Stutements of Income.

No specific provision has been made for amortization of intangibles.

For income tax purposes, the Company has adopted accelerated methods of computing depreciation
for eligible property. Pursuant to regulatory coinmission order, amounts equal to the reductions in income
taxes arising from the use of accelerated depreciation rather thun straight-line tax depreciation are
charged to income and concurrently credited to accumulated deferred income taxes. Upon expiration
of the periods of tax deferraent, the amounis accumulated are used to offset the provision for income
taxes in amounts equivalent to the related increases in such taxes.

Amounts equal to the reductions in Federal income taxes resulting from investment tax credits
are charged to income and concurrently credited to deferred credits. These credits are being amortized
over the estimated useful lives of the related properties,

Unamortized premium, discount and expense on bonds and debentures are being amortized
ratably over the lives of the respective issues.

(B) The Company had agreements with several banks providing for borrowing up to $51,080,000
at December 31, 1973, and $67,080,000 at October 1, 1974, at the prime commercial lending rate in
effect from time to time without payment of a commitment fee. These agreements will terminate De-
cember 31, 1974, or within the following quarter. The Company maintains non-segregated working
cash balances which generally average, over the life of the agreements, cpproximately 10% of the
line of credit.

In addition, at October 1, 1974, the Company had agreements with several banks providing for
borrowing of up to $31,000,000 at 115% of the prime commercial lending rate in eflect from time to
time with payment of a commitment fee of 5% of the prime lending rate on the line of credit.

A-22
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GULF STATES UTILITIES COMPANY
NOTES TO FINANCIAL STATEMENTS — (Cenfmned)

The weighted average interest rate of the aggregate short-term borrowings was 9.8% and 12.0%
st December 31, 1973, and August 31, 1974, respectively. The maximum aggregate short-term borrowings
at any one time (notes payable to banks and to holders of commercial paper) were
$73,300,000 for the twelve months ended December 31, 1973, and $83,624,000 for the twelve months
ended August 31, 1974, The average monthly short<term borrowings during 1973 approximated
$36,700,000 and the average interest cost was approximately 7.1%. For the twelve months ended
August 31, 1974, the average monthly short<term borrowings approximated $43,400,000 and the
sverage interest cost was 10.1% . Average monthly short-term borrowings represent the sum of the ending
moathly borrowings outstanding divided by 12 and the average interest rate is determined by dividing
accrued interest during the year by this average.

(C) Common Siock, without par valve: acthorized 40,000,000 shares; outstanding, 25,547,328
shares. The Company in November 1971, sold 2,000,000 additional shares for an aggregate of
$40,280,000; and in February 1970, sold 1,400,000 additional shares for an aggregate of $28,217,000.

Preferred Stock, $100 par, cumulative; authorized 3,000,000 shares; outstanding 1,175,000 shares
as follows:

120,000 shares $4 40 dividend. entitied upon redemption to $108 per share . . § 12,000,000
50,000 shares $4.50 dividend, entitied upon redemption to $105 per share . £.,000,000
60,000 shares $4.40 dividend, 1949 series, entitled upon redemption to $103

per share . . 6,000,000
70,000 shares $4.20 dividend, entitied upon redemption to $102.818 per share 7,000,000

50,000 shares $4.44 dividend, entitled upon redemption to $103.75 per share 5,000,000
75,000 shares §5.00 dividend, entitled upon redemption to $104.25 per share 7,500,000
100,000 shares $5.08 dividend, entitled upon redemption to $104.63 per share 10,000,000
100,000 shares $4.52 dividend, entitled upon redemption to $103.57 per share 10,000,000
200,000 shares $6.08 dividend, entitied upon redemption to $105.34 per share
prior to July 1, 1977, and thereafter to $103.34 per share . 20,000,000
350,000 shares $7.56 dividend, entitled upon redemption to $108.36 per share
gnot to September 1, 1977, then until September 1, 1982 to

106.80 per share, then until September 1, 1987 to $103.80 per

share, and thereafter to $1C1.80 per share 35,000,000

$117,500,000
o e

In September, 1972, the Company sold 350,000 additional shares of $7.56 Dividend Freferred
Stock $100 par value, for an aggregate of $35,055,000.

The redemption and liquidation prices of all preferred stock issues, in the aggregate, were
$124,408,000 at December 31, 1973, and August 31, 1974,

Premium on Preferred Stock increased 355,000 in September, 1972, as a result of the sale of
350,000 shares of $7.56 Divideud Preferred Stock, $100 par value.

No shares are reserved for officers and employees or for options, warrants, conversions and other
rights.

(D) Certain limitations on the payment of cash dividends on common stock are contained in the
Company's Articles of Incorporation and indentures, the most restrictive presently being that contained
in the Articles of Incorporstion, which provides generally that no cash dividends shall be paid except out

of earnings accumulated after May 31, 1958, plus $28,262 988, provided, however, that such dividends
are limited to 75% of “available net income” if the “common stock equity” (excluding premium on
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_ GULY STATES UTILITIES COMPANY
NOTES TO FINANCIAL STATEMENTS «— (Coatloned)

preferred stock) falls below 25% of “total capitalization” (excluding premium on preferred stock).

Under this provision, retained earnings unrestricted as to cash dividends on common stock amounted
to §112,320,591 at December 31, 1973, and $94,927 846 at August 31, 1974,

(B) First mortgage bonds comprise:
2% % Series, cdue May 1, 1976 (excloding $1,000,000 in treasury) ..... § 27,000,000
3 % Series, due April 1, 1978 Mt el i, N AL 12,000,000
2% % due December 1, 1979 .. iy 10,000,000
%% due June 1, 1980 s 13,000,000
KLY ies, due November 1, 1981 ... ................. . 10,000,000
% due Docamber 1, 1082 ... .ottt it it 10,000,000
% due December 1, 1983 ... ... . I R i 10,000,000
4va % ies, due September 1, 1986 R A L P TPy g 15,000,000
AU % due Qctober 1, 1987 WP = e R T g 4 17,000,000
4 % Series, due May 1, 1988 oy T e E e 20,000,000
4% % Series, due January 1, 1989 .. ... ... ... .. y 10,000,000
S% % Series A, due December 1, 1989 . .. e . 16,000,000
4% % Series, due July 1, 1990 NIV 55 b e e SISO L 17,000,000
4% % Seories, duc May 1, 1992 . ... . ..... 17,000,000
S % Series, due January 1, 1996 .. SRR S AR 20,000,000
%% ies, due February 1, 1997 ... ....... S 35,000,000
6% % Series, due February 1, 1998 ... ... ... .. .. : . 25,000,000
63 % Series A, due October 1, 1998 ... ... ............. Y 40,000,000
7% % Series, due March 1, 1999 25,000,000
84 % Series A, due September 1, 1999 . .. .. 25,000,000
8% % Series, due February 1, 2000 T S b 30,000,000
T% % Series A, due December |, 2000 AL ¥ 30,000,009
. 74 % Series, due November 1, 2001 i : 35,000,000
8% Series, due Auvgust 1, 2003 .. ..., ... 50,000,000
TOTAL December 31, 1973 .. A Al 519,000,000
8%4 % Series, due March 1, 2004 ORI AL 60,000,000
TOTAL August 31, 1974 | ‘i pox il $579,000,000

B

The Company's mortgage contains sinking fund provisions which require generally that the Company
make semi-annual cash deposits with the trustee equivalent to ¥ of 1% of the greatest aggregate principal
amount of the 2% % Series first mortgage bonds dus May 1, 1976, authenticated and delivered and
annual cash deposits equal to 1.2% of the greatest aggregate principal amount of first mortgage bonds
subsequently authenticated and delivered; or, in lieu thereof in each instance, to apply property additions
or reacquired first mortgage bonds to that purpese. The Company has satisfied the mortgage require-
ments in past years by certifying to the trustee “available net additions.”

The debentures bear interest at 454 % and are due October 1, 1981, The trust indenture requires
annual redemption for sinking fund purposes of $375,000 principal amount through 1980,

Aggregate sinking fund requirements of first mortgage bonds and debentures outstanding, for each
of the five years subsequent to December 31, 1973, are as follows:

1974 ....... iy e ieiiii.... $6,488.000
Sl MR e : .. 6,559.000
1976 N T e i 6,279.000
B s o 1 . _ 6.279.000

. .. 6.135,000




GULF STATES UTILITIES COMPANY
NOTES TO FINANCIAL STATEMENTS o (Cosndianed)

The Company's 266 % Series of first mortgage bonds amounting to $28,000,000 are due May |,

1976, and the Company's 3% Series of first mortgage bonds amounting to $12,000,000 are due April 1,
1978.

(F) The construction program involves expenditures of approximately $174 000,000 in 1974 and
$199.000,000 in 1975, See “Business — Construction Program and Financing Plans.” In that connec-
tion, the Company has incurred substantial commitments for equipment.

See “Business — Construction Program and Financing Plans” for @ description of recent commit-
ments to purchase coal and uranium concentrates

See “Business — ‘Employess’ and ‘Litigation' " for pending litigation.
(G) The Company has a contributory pension plan covering all employees between the ages of
30 and 65 years who have had one year of continuous service. The Company's policy is to fund pension

cost accrued. Since 1969 the aggregate cost actuarial method of funding the plan has been used. Under
this method. unfunded past service cost is not separateiy identified.

The cost of the plan charged 10 income and to construction and other accounts for the years
1969-1973 and the twelve months ended August 31, 1974, are as follows:
12 Months

W Agyes 08, Years Ended Docember 31,

(Unougited) 1973 1972 1971 1970 19%9

Charged 10 income . . . $ 1248021 § 1146831 § 1255441 $ 1277188 § 1205059 § 1.019.906
Char to construction

other accounts 488,094 |  4R7396 531,064 $39.733 469,060 448 897
Total § 1,736,115 8 1634227 § 1706505 § 1816918 § 1674119 $ 1,468,803
STmlescner zachwese Zomlmmamrr Ioommmhms | SSToTrmmT TOSRSRTEm

In connection with recent Employee Retiremen: Income Security Act of 1974 pension reform

legislation enacted by Congress, the Company does not believe at this time that it will materially affect
future net incoime.

(H) SUPPLEMENTARY PROFIT AND LOSS INFORMATION:

The amounts of maintenance, repairs and depreciation, other than those shown in the statements of
income, and the amounts of royalties, advertising costs, and research and development costs have been
omitted as each is less than one percent of total revenue and sales. Taxes, other than Federal and state
income taxes, are set forth by classes as follows:

12 Months

|‘914 “'...m_“ Years Ended Docember 31,

(Unsudited) 1973 1972 1971 1970

Real estate and propeny d $ 8,663,506 S K696,041 § 9030733 § 8548265 $ 7877807
Gross receipts =g 41237158 5,537 041 4311858 3.908 805 1,524 568
Payroll . R B s 1,337,768 281,769 972,098 872,905 708,979
Street rental : i 921910 836,778 743,150 695,043 644 464
R S R R e T 2,557 485 1,875,354 2,159,121 844637 $80,047

Towl ... $17,604,393 $18.227.880 $17,216,957 $14.869655 §13315 865
Tezes. other than income, were
also charged 1o varnous other
accounts (stores and tnmponn
non expense cleaning, constru
tion, etc.) in the amounts of $ 1579377

Rents charged 10 income* $ 1910969

1620442 § BOB622 § 658843 § 614838

1,764,255 8 1803787 § 1774609 § 1764774

s
$

®* The Company's lease agreements at December 31, 1973, and August 31, 1974, generally do not
coctain options to extend the lease terms or to purchase the leased properties. The present value,
as of December 31, 1973, and August 31, 1974, of minimum lease commitments is less than five
percent of long-term debt and sharcholders’ equity. The effect on net income if all financing leases

were to be capitalized is less than three percent of the average net income for the most recent three
years and therefore is not significan;
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To Gurr States Uriuiries COMPANY .

We have examined the balance sheet of GULF STATES UtiLimies ComMpaNy as of December 31, 1973,
{ and the related statements of income (page A-2), retained earnings and changes in financial position for ‘;
the years 1969 through 1973. Our examination was made in accordance with generally accepted

3 suditing standarda, and accordingly included such tests of the accounting records and such other auditing ‘
| @ procedures &8 we considered necessary in the circumstances.

In our opinion the financial statements referred to above present fairly the financial position of

Gulf States Utilitics Company at December 31, 1973, and the results of its operations and changes in

finaucial position for the years 1969 through 1973, in conformity with generally accepted accounting
y principles spplied on a consistent bagia,

COOPERS & LYBRAND

Houston, Texas
November 1, 1974



GULF STATES UTILITIES COMPANY

STATEMENTS OF COMPUTATION OF NUMBER OF TIMES FIXED CHARG@ EARNED

13 Montio

Fuded
Axgust 31, 1974

Yeurs Peded Docember 31,

7

1973

P45, 585.485 § 50,177,196 B 45,167,636

28,101,389
71,686,874

29,431,036

30,923,638

1971
§ 39,009,238
24,133,796

197
§ 38998410
22,979,379

1868
§ 34711523
25,666,285

799,608,232

76,091,274

63,143,034

61,977,788

60,377,808

32,910,625
476,123
4,615,008

Amortization of premium,
cmundmndou

Rantals (cu-mrdo!nllmuh
charged to income) . .

(10,304)

636,990

28,055,600
486,188
2,962,037

(25,270)

SB8,088

26,461,250
507,520
1,018,103

(31,773

601,262

24164378
521,082
2,815,658

(38,070)

591,536

21,182,604
538,010
2,965,046

(46,981 )

588,258

17,116,981
558,496
2,973,791

(55.511)

832,681

Toal fined charges

38,628 442

32,088,038

28,556,362

28,054,578

25,226,937

21,126,438

Barnings before income
taxas and fixed charges

Number of times fixed charges are
covered by earnings bdmmcum
taxes and fixed charges

112515316 $111,696270 $104,647,636

§ 91,197,612 § £7.204,726 § 81,504,246

291 348

1.66

186

Number of times fixed charges are covered by earnings (before income taxes and fixed charges) for the twelve
months ended August 31, 1974, adjusted to reflect annual interest requirements of the Series 1974 Bonds, the
issuance of $60,000,000 of 8% % first mortgage bonds in March, 1974, annual interest on short-term notes of
$55,000,000 expected to be outstanding at the sale date of the Series 1974 Bonds and to eliminate interest charges
for the 8% % firnst mortgage bonds and short-term notes

Fixed charges for the twelve months ended August 31, 1974, above

$ 58,628 442
Add — Annual interest charges on 820000000 of Senies 1974 Bona o be issued assumed
interest rate of 8% . $

Annual interest charges on $60,000,000 of 8% % first mortgags bonds issued in March, 1974

Annual interest on short-lerm notes totalling $55,000,000 at an assumed rate of 11% upocud
10 be outstanding at the date of sale of the Series 1974 Bonds . .

Total additions

Leoas — Interest cunumm w0 Au.un 5,
on the beoks

Interest on short-term notes for the twelve months ended August 31, 1974
Total eliminations
Pixed ntm.u adjusted .. ... ..

1,600,000
5,175,000

6,050,000

L. § 12825000

TTTETIIIIIIT
1974, on 360000000 of %% fins morigage bonds
$ 2199378

4,374,484
6,573,859
T
$ 44,879,583
Trmm——te

(before income taxes and ﬂxed charges) for the '\.clvc momho endod Auc\m 1, 1974

. $112,315316
PRSI SOy

2.50
==




