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	 CPS Energy, the nation’s largest municipally owned utility providing both natural gas and electric 
service, had a second quarter focused on transition.  With the departure of retiring CEO Milton Lee 
expected September 30, the Board of Trustees completed its selection of a new chief executive officer.  
Trustees announced on July 22 that Doyle Beneby will lead Greater San Antonio’s energy utility.  Beneby 
comes to CPS Energy with more than 25 years in the energy industry with Florida Power and Light, 
Consumers Energy in Michigan and, most recently, Exelon Power.  Beneby’s three-year contract began 
August 1, 2010.

	 After nearly seven years of planning and construction, CPS Energy received approval for the 
commercial operation of J.K. Spruce Unit 2 on May 28.  The highly efficient 750-megawatt (MW) coal-
fired generating unit uses low-sulfur coal from Wyoming and operates with state-of-the-art emissions-
control equipment.  The project was completed on schedule and on target with its one billion dollar 
budget and expands the utility’s generation capacity to a total of 6,591 MW.  An official dedication of the 
plant is scheduled for September, with final acceptance expected in the fall.

	 In May, CPS Energy announced a research partnership with the Texas Sustainable Energy Research 
Institute at the University of Texas at San Antonio.  The agreement, predicated upon future rate support, 
calls for CPS Energy to invest up to $50 million over 10 years in the institute.  The first two years’ 
investment will be $3.5 million, from funds currently allocated to research and development.  Future 
funding will be developed by the scope of the projects defined by the partnership and subject to annual 
approval by the CPS Energy Board of Trustees.  Research will be tailored to the San Antonio market, its 
climate and its energy needs/use.

In other quarterly highlights, CPS Energy:

	 •	 Predicted that, even with the Spring rate increase, customers could anticipate summer bills
	 	 about $6 per month less compared to Summer 2009, based on an average monthly use of 1,527 	
	 	 kilowatt hours.   The drop was anticipated based on an expected reduction in energy use for 	
	 	 the average customer.  The National Weather Service predicted a normal summer compared to 	
	 	 2009’s summer drought, with 60-plus days of 100 degrees or higher. 
	 •	 Sustained the most significant damage to its electrical system since 1998, as the result of a 	
	 	 sudden and severe thunderstorm with lightning and hail that raked through Greater San Antonio 	
	 	 in the early evening hours of June 2, blowing transformers and downing poles and lines.  Almost 	
	 	 120,000 electric customers were affected at the height of the storm.  By the following morning, 	
	 	 power to 70,000 of those had been restored.  The remaining customers were reconnected over 	
	 	 the next two days, as crews worked neighborhood by neighborhood, street by street, clearing 	
	 	 brush and reconnecting lines. 
	 •	 Continued to develop resources and promotion for Casa Verde SA, the weatherization program 	
	 	 developed by CPS Energy and the City of San Antonio.  As of July 30, 564 homes/units had been 	
	 	 weatherized and more than 3,500 applications received.  Of the weatherization programs 	
	 	 launched in Texas with federal stimulus funds, San Antonio is second only to Houston for the 	
	 	 number of homes/units weatherized and the dollars spent to date.
	 •	 Employees donated more than $25,000 for the purchase of 2,375 box fans for the City of 
	 	 San Antonio Project Cool fan drive.  Fans are provided free of charge to elderly citizens and other 	
	 	 households in need, to help them keep cool during extreme weather conditions.
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Summary of Balance Sheet Information - UnauditedFinancial Review for the Second Quarter Ended July 31, 2010

Statistical Highlights - Unaudited Residential Electric Bill Comparison

Summary of Revenues, Expenses and Changes in 
Fund Net Assets Information - Unaudited

	 Total operating revenues and nonoperating income of $589.6 million for the second quarter of 
fiscal year 2010-11 was $12.5 million less than the same period last year.  

	 Electric operating revenue was $541.4 million, reflecting a decrease of $19.6 million from last year.  
Contributing to this decrease were lower system fuel recoveries primarily due to lower sales volumes and 
lower average unit fuel costs.  Offsetting the decrease were higher nonfuel recoveries from an increase in 
the base rate effective in March 2010 and higher off-system nonfuel recoveries.  Gas operating revenue of 
$35.8 million was higher than last year by $3.7 million due to higher nonfuel recoveries also as a result of an 
increase in the base rate effective in March 2010.  Additionally, gas fuel recoveries increased as a result of 
higher distribution gas costs.    

	 Nonoperating income of $12.5 million was $3.5 million higher than last year.  Of the total variance, 
interest and other income, combined with the change in fair value, was higher due to a more diversified 
portfolio and longer maturity dates, resulting in a slightly higher rate of return on investments.

	 Total expenses of $508.9 million were $30.8 million, or 5.7%, lower than last year.

	 •	 Comprising 33.8% of total expenses, fuel, purchased power and distribution gas costs decreased 	 	
	 	 $46.4 million to $172.1 million primarily due to lower average unit fuel costs, resulting from the 	 	
	 	 addition of the new coal unit. 
	 •	 CPS Energy’s operation and maintenance (O&M) expenses of $80.8 million were $7.2 million lower 	 	
	 	 than the same period last year due to timing of labor related accruals and operating expenditures.  
	 •	 South Texas Project (STP 1&2) O&M expenses, including decommissioning, totaled $39.7 million and 		
	 	 were comparable to last year.      
	 •	 Regulatory assessments, including those charged by the Public Utility Commission of Texas and 	 	
	 	 the Electric Reliability Council of Texas, totaled $11.1 million and were $2.5 million higher primarily 	 	
	 	 due to increases in transmission costs of service providers in the Texas market.    
	 •	 Depreciation and amortization expense of $76.5 million was $3.8 million higher primarily as a result 	 	
	 	 of a higher level of plant-in-service.  Interest and debt-related expenses of $40.0 million 	 	 	
	 	 were $6.1 million higher than last year primarily as a result of higher debt obligations. 
	 •	 The recorded payments to the City of San Antonio were $9.4 million more than the same period last 	 	
	 	 year. The City is paid in advance during the lower-volume months. When the volumes peak later in 	 	
	 	 the year, the calculation self-corrects, and payments correlate appropriately to year-to-date revenues.  

		  Income (loss) before other changes in fund net assets of $80.7 million was $18.3 million higher 
than last year’s income of $62.4 million primarily due to higher operating income resulting from revenues 
associated with the March 2010 base rate increase.  Contributed capital of $3.8 million was $2.8 million 
lower than last year.  The Change in Fund Net Assets was $84.5 million compared to $69.1 million for the 
same quarter last year.  The variance was primarily driven by the increase in net income.

	 	 CPS Energy continues to implement strategic initiatives to remain one of the most efficient, reliable 
and cost-effective energy providers in the country.  Customer rates continue to remain among the lowest in 
Texas and the nation.

Paula Gold-Williams
Chief Financial Officer & Treasurer

  


