The mission of
Garland Power & Light
To provide high quality, safe and
reliable services at competitive rates
to the citizens and businesses of the
City of Garland through the efforts
of a professional and dedicated
workforce, and to enhance the
quality of life in the City by creating
a utility environment that supports
economic development.

GP&L in 2006

M e e t i n g t h e C h a l l e n ge s o f a G r o w i n g C i t y

The year 2006 saw the continued growth
of Garland, with new residents and
businesses creating demand for reliable
electric service. GP&L proved equal to the
challenge, providing outstanding
service to customers while
expertly preparing
for the future.
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Creating a Path to the Future
The City of Garland is constantly
evolving --- growing and expanding. GP&L management is expert
at adapting to change, whether
predicting and planning for
growth patterns in the City,
or responding to business
pressures created far away
from Garland.
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Fiscal Health

The year 2006 was fiscally healthy for GP&L, with
the utility closing the year with revenues that
surpassed projections. A mild early winter, when
gas prices were notably high, and a warmer-thannormal summer, when gas prices were lower,
helped GP&L achieve the year-end budget surplus.
Benefits of this surplus include an adequately
funded electric fund balance, ongoing support for
the City's General Fund, and continued service of
the TMPA debt. These funds will also help the
utility avoid or reduce rate increases and the
need to take on debt to finance projects.

Flexibility

Part of GP&L's fiscal health can be credited to the
utility's ability to balance fuel prices with overall
revenue requirements. By being able to respond
quickly to market conditions, we increased the fuel
cost factor twice as the market price for natural
gas rose, and reduced the fuel cost factor twice
as the price went down. This local control of rates
benefited GP&L's customers by keeping electric
rates among the lowest as compared to those in
the Oncor Electric Delivery service area.

Capital Improvements

To ensure GP&L meets the future fully prepared,
we constantly examine the need for improvement
and upgrades. To support growth and meet the
Electric Reliability Council of Texas’ (ERCOT)
reliability requirements, the 2005/2006 Capital
Improvement Program (CIP) included building two
new substations and upgrading two others. We
also continued the ongoing process of upgrading
transmission lines from 69kV to 138kV, reconductored several transmission lines, replaced underground cable, and continued our commitment to
streetlight maintenance.
An interim filing of the Transmission Cost of
Service (TCOS) was approved in November 2005.
This filing includes recent CIP investment in
transmission infrastructure and permits some
of those costs to be recovered from other utilities
as they use our transmission lines.

Market Compliance

The Texas Public Utility Commission has approved
initial plans to move the wholesale electric
industry in Texas to a Nodal Market. While the
final structure and protocols for implementation
of the Nodal Market are yet to be determined,
GP&L has developed plans and budgets to
prepare for Nodal's implementation, scheduled
for January 1, 2009. Compliance with the Nodal
Market and new NERC regulations necessitates
the hiring of new personnel, software development
and installation of additional metering.

Transition

As the fiscal year drew to a close, GP&L
management underwent a smooth transition
following the retirement of Electric Utility Director
Jim Harder. A new organizational structure
was implemented which established three
Assistant Directors who reported to a Director.
Excellent strategic planning by our senior staff
continues to ensure reliable electric service to
the growing Garland community.
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Operations

Operations keeps the power
flowing, with responsibilities
ranging from managing substations, controlling output from the
generating stations, directing
remote switching on transmission
and distribution lines, and interfacing with the rest of the power
grid. Operations also influences
the utility's costs by managing
natural gas contracts and bulk
power purchases and sales.
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Expanding Infrastructure

In 2006, Operations continued its ambitious
program of expanding GP&L's infrastructure to
ensure reliability and to prepare for continued
growth in the region. The new Marquis and Crist
Substations were completed, the Brand Substation
was updated, and expansion and upgrades at the
Centerville Substation were begun. The Jupiter
and Fairdale Substations are scheduled for
expansion and upgrades in 2007.

The Market Price of Natural Gas

Price volatility in the natural gas market occurred
throughout the fiscal year. This impacted our
generating costs as natural gas prices went up in
the fall due to hurricane damage along the Gulf
Coast and other market factors. Prices trended
down in the spring and summer. GP&L's expertise
in natural gas purchasing enabled the utility to
accurately respond to these changes in the
market prices by adjusting the fuel cost factor --raising it twice and lowering it twice. Through
this flexibility, we were able to cover our costs of
doing business while also delivering value to our
customers.

A “Perfect Storm”

Spring typically brings mild weather and allows for
power generating units to be taken offline for
maintenance. However, April 17, 2006 was
unusual in that spring temperatures approached
100 degrees, creating a high demand for power
which could not be met by the units that were
online.

In response, ERCOT called for utilities, including
GP&L, to shed firm load for the first time since
1989. The resulting rolling blackouts, the highest
level of ERCOT's Emergency Electric Curtailment
Plan (EECP), were implemented across the state.
Operations skillfully worked the SCADA system to
safely manage the outages in GP&L's service
area, whereby strategic loads were dropped for
15-minute intervals during this two-hour emergency event, resulting in a minimum of service
interruption to customers.

Industry
Leadership

April's short-lived rolling blackouts resulted in
ERCOT updating the procedures in its EECP, a
process during which GP&L provided leadership
by chairing the Reliability and Operating
Subcommittee. GP&L's staff also took active
roles in several other ERCOT committees.

Electric Market Structure

While the exact implementation plan for the
Wholesale Nodal Market is unsure at this time,
GP&L has prudently begun developing migration
plans, should the target date of 2009 become
a reality. These plans include additional staff,
training, infrastructure, communications
technology and software. The cost of Nodal
implementation for GP&L is projected to be
$3-4 million, part of which is for infrastructure
needed to provide new information to ERCOT
for Nodal's redundancy requirements.
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Production
When customers flip a light
switch, they expect electricity to
flow, without giving much thought
to the source of the energy. That
expectation by GP&L's 68,000+
customers is met in part because
Production generates power
24/7 from GP&L's three gas-fired
plants --- Olinger, Spencer and
Newman --- and the Lake
Lewisville Hydroelectric Plant.
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Extensive Maintenance in 2006

The 2006 maintenance season was one of the
most comprehensive in years. Olinger Unit #3,
the largest unit in the GP&L system, received a
thorough overhaul, which ultimately lasted 291
days, occasionally around the clock. The refurbishment included a boiler and condenser retube,
a major inspection of the turbine, upgrade of the
turbine and boiler monitoring equipment, overhaul
of auxiliary equipment, and a chemical clean of
boiler tubes.
The extensive maintenance has increased the
reliability of the unit and makes the unit available
as much as possible.

Implementing Improvements

Production took steps to prevent future
maintenance issues by improving water treatment
procedures, including tightening quality tolerances
for water entering plant boilers. This improvement
of the boiler water quality index and around-theclock real-time monitoring protects boilers at all
three plants by maintaining water quality --ultimately reducing maintenance requirements.

To support this important program, operators
attended classroom training and additional
operators were hired.

Another major improvement was the Backup
Reserve Auxiliary Transformer (BRAT) cable
replacement from overhead to underground.
In addition, the routing of the cable to the facility's
switch gear without a stop at an intermediate
switch will improve reliability.

Supporting Environmental Issues

Production's track record of reducing NOx
(nitrogen oxide) is substantial --- a reduction of
90% from 1995 to 2005, achieving Texas
Commission on Environmental Quality (TCEQ)
requirements two years early. This accomplishment demonstrates that the NOx control equipment is working. The water quality improvements
made in 2006 will continue to support the
reliability improvements being made at the plants.

Production has identified three prospective sites
for wind turbines at the Olinger Plant. GP&L may
move forward with at least one site in the future,
a prospect which becomes feasible with renewable
energy bonds financing.

Planning and Building
for the Future

Emergency Action Plans were created for all three
plants, including evacuation procedures, warning
signs, first aid training, CPR, crew assignments
and safety videos customized for each plant. In
the cases of fire, severe weather event or other
emergency, personnel are ready to take action.

To support expanded water treatment and testing,
personnel have been added to the operations
staff, including additional O&M (Operations &
Maintenance) Supervisors and Shift I&C
(Instrument & Control) Technicians. In the long
term, personnel adjustments and intensified
training levels will help reduce overtime, ensure
unit reliability and support a high level of starts
as GP&L responds to immediate changes in
market conditions.

Key 2006 Production Statistics
Net mWh (ERCOT EPS meters)
Unit Starts

Operating Hours

Lbs of Steam Produced

Spencer

Equivalent Forced Outage Rate

Newman

216

86

550,033

7,140

13,639

247

1,489,905,000

Equivalent Availability Factor

Olinger

159,400

95.62%

0.10%

12,204

835

3,807,229,000

28,210,000

8.08%

0.00%

57.93%

Lewisville Hydro
6,349

14

7,805

99.84%
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Customer Ser vice

As the department with the most
customer interaction on a dayto-day basis, Customer Service
constantly seeks ways to provide
excellent service while streamlining and upgrading programs
and systems.
New CIS Project on Track

In 2006, Customer Service prepared for the
launch of the new Customer Information System
(CIS). Accomplishments included data conversion
of all customer information to the new system and
the testing of 3,000 processes which will support
how we do business. Ten Customer Service
personnel were dedicated full time to this implementation project, covering all aspects of the
transition. They ensure the new system includes
the rules and validations necessary to support
Customer Services' processes.
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The new CIS, designed to provide improved
customer billing information, is set to launch in
2007. For GP&L and City management, it will
mean more information and better reports. For
customers, it will provide better customer service,
including a new, more informative bill.

Automated Meter Reading

In 2006, GP&L accelerated the installation of
automated electric meters by installing nearly
10,000 electronic read terminals (ERT) throughout the City. With this system, meter readers can
use hand-held devices to read the ERT meters
from up to 100 yards away, improving access and
accuracy, especially for hard-to-reach meters.

In combination with the City's installation of
automated water meters, it is anticipated that by
2013 all electric and water meters will be fully
automated. Other benefits to the program include
increased personnel safety and customer privacy,
more efficient service, and reduced electricity
theft.

Revenue Statistics Improve

In 2006, Customer Service continued to ensure
collection of utility revenue. Debt collections
increased as a result of utilizing a third-party
collection agency. Write-offs as a percentage of
total revenues decreased for a second straight
year. In addition, staff reinstituted the Council
Ordinance requiring an additional deposit from
customers if their utility service has been
disconnected two or more times during the past
twelve months.

Organizational Enhancements

To better serve customers throughout the day
and to improve workflow, Customer Service
cross-trained New Accounts personnel to take
overflow Customer Relations and Credit calls.

We also moved Customer Service Field Operations
personnel to a larger office space at the Old
Police Building, thereby improving operating
efficiency and employee morale. At the same
time, we leveled out workloads by cross-training
Field Operations personnel on both new service
and disconnects.

Engaged in
the Community

GP&L is an active member of the community,
showing its support through a Customer
Assistance Program (CAP), which in 2006 totaled
$180,000. In addition, GP&L continues to work
with the three local social service agencies which
use these funds to assist qualified customers in
paying their utility bills.
Also in 2006, GP&L embraced the City's Unidos
Program, engaging the utility in a process which
interfaces regularly with the local Spanishlanguage community.

Key 2006 Customer Service Statistics

Total

Number of bills sent out
967,641
Revenue collected
$292,242,758
Number of electric and water meter reads
1,659,701
Meter read accuracy
99.88%
Total service orders worked
240,552
308,455
Total calls answered
Electric billing information calls answered
80,969
41,809
Account consultation with walk-in customers
1,371
Customers provided with financial assistance
Energy Audits
463
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Tr a n s m i s s i o n a n d D i s t r i b u t i o n
The Transmission and Distribution (T&D) team is the most
visible element of GP&L, with T&D
personnel often seen working
high above their trucks, repairing
and constructing power lines,
making repairs after a weather
emergency, and interacting with
citizens in neighborhoods on a
daily basis.
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The wide-ranging responsibilities
undertaken by T&D are integrally
credited with the reliability of the
electric system. GP&L's reliability
record is historically strong in
part because of GP&L's commitment to building, upgrading and
maintaining our transmission
and distribution lines. The year
2006 encompassed a great deal
of activity supporting that
obligation.

Transmission Upgrades
To support GP&L's 2006 substation construction
program, T&D ensured substation connection to
the GP&L system with an active transmission line
building schedule. Line construction included
relocating and installing new transmission lines
and dead-end structures at the expanded Brand
Substation, and connecting the new Crist
Substation to an existing TMPA 138kV line.

At the new Marquis Substation, T&D built and
connected transmission lines to the Shiloh and
Fairdale Substations. Prior to the construction,
the line went directly from Shiloh to Fairdale. This
new connection enables GP&L to better divide
load between existing and new feeders, and to
service additional load requirements in the
Industrial Park area. All new transmission lines
are 138kV.

Distribution Feeder Lines
To make sure distribution lines adequately supply
the electric service needed for load growth, GP&L
undertakes diligent planning and construction.
In 2006, T&D built new feeders, including six from
Crist, six from Marquis and three from McCree.

From Crist, T&D pulled new feeder conductors
through conduits under the bridge overpass
across Highway 190 to serve the Firewheel
Town Center.

To further service and back up Firewheel Town
Center and Firewheel Plaza, the Naaman 2 feeder
was extended across Highway 190.
In addition, as a result of NTTA expansion, T&D
rerouted underground distribution feeders at the
southeast corner of Highways 78 and 190.

Supporting Growth of the
Customer Base
As Garland continues to grow, GP&L is committed
to supporting that growth with upgrades to
distribution lines for residential, school and
commercial expansion. T&D provided distribution
to four new subdivisions, one new school, and
the GISD Technology Center in 2006. T&D also
upgraded services to six existing schools.
T&D expanded distribution facilities at Atlas
Copco and Plastipak to ensure that these large
customers were adequately supported. T&D
also provided connections to new customers at
Harbor Point, Firewheel Town Center and North
Garland Crossing.

11

Comprehensive Improvements
Ever with an eye to the future, GP&L instituted
programmatic changes to ensure continued
reliability. New programs included a system-wide
pole inspection program to locate and replace
deteriorated transmission and distribution poles,
and the replacement of direct buried underground
cable with new conduit and cable lines. Both
programs will enhance system reliability in the
long term.

Key 2006 T&D Statistics
Overhead lines reconductored
New underground cable
Streetlights
Guard lights
Median lights
Residential meter sets installed
Commercial meter sets installed
Meter disconnects
Meter change outs for testing
Temporary poles set
Underground line locates
Trouble calls
Cross arm change outs
Loops replaced
Pole change outs
New steel poles set
Capacitor banks repaired
Overhead transformer calls
Underground transformer calls
Underground boring
Air switches
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Total

16.4 miles
25.9 miles
134 replaced
1,589 repaired
16 installed
275 repaired
12 installed
460 repaired
651
252
351
3,599
352
10,559
5,412
85
20
181
21
75
50 emergency
18 maintenance
53 emergency
230 maintenance
17.2 miles
3 repaired
23 replaced

SAIDI Reliability Index

SAIFI Reliability Index

System Average Interruption Duration Index
(SAIDI) is designed to give information about the
average time that customers are interrupted.
This index is commonly referred to as Customer
Minutes of Interruption or Customer Hours. It is
a measure of the response time or restoration
time when outages occur, and is computed by
dividing the sum of all customer interruption
durations by the total number of customers
served.

System Average Interruption Frequency Index
(SAIFI) is defined as the average number of times
that a customer is interrupted during a specified
time period. It is determined by dividing the total
number of customers interrupted in a time period
by the average number of customers served.
The resulting unit is “interruptions per customer.”

Year ended September 30th

Year ended September 30th
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Administration
The Administration Department
touches every aspect of life at
GP&L with support functions such
as Budget & Finance, Information
Technology, Marketing and
Safety & Training.

Fiscal Responsibility

In 2006, GP&L completed an Asset Inventory,
which fixed the quantity and value of all assets
managed by GP&L, including those in
Transmission, Distribution, Substations and
Production.

Administration also developed the 2006-2007
Operating Budget and the 2006 CIP (Capital
Improvement Program), which, for the first time,
was partially funded with cash. For longer-term
planning, the ten-year financial forecast was
updated, a challenge in 2006 due to the price
volatility in the natural gas market that
influences expenses and revenues.

Supporting Innovation
Through Technology

Development of the new CIS received extensive
support within Administration, including
development and testing of rates to ensure
accurate bill calculation; analysis and proofing of
bill prints; unit testing of the software's functions;

Title sponsor of the
22nd Annual Garland
Chamber Partnership
Golf Tournament

14

and data validation with new reports. Staff also
planned and tested an upgrade that moved the
system to a 4.0 web-based structure which will
enhance user access to the system with
centralized data management.

In 2006, Administration's Information Technology
Department conducted multiple system, server
and application upgrades to enhance GP&L's IT
network. This included an upgrade to a T-3 line
reducing a network bottleneck and the installation
of surveillance cameras at key sites within the
utility.

Analysis Benefits Customers

Administration's ongoing analysis of the market
price for natural gas allowed the utility to reduce
the fuel cost factor twice in 2006, resulting in
GP&L's prices being at times the lowest as
compared to other retail electric providers in
the Oncor Electric Delivery service area.
In a separate area of interest, Administration
took steps to better analyze causes associated
with GP&L's occasional power outages, such as
weather or damage from wildlife. This analytical
improvement in SAIDI/SAIFI reporting will help
GP&L target specific system enhancements.
(See page 13 for related graphs.)

Customer and Community Focus

GP&L values its key accounts and in 2006 held
several special meetings to update customers on
how the market price of natural gas affects rates.
As GP&L continues to evaluate customer
expansions and coordinate service for new
accounts, this type of outreach results in
strengthened partnerships.

GP&L is proud to support the local community,
and in 2006 extended that support by participating in Unidos, a Spanish-language City outreach
program. The utility continued to sponsor the
Teacher of the Month program at Garland
Independent School District (GISD); radio broadcasts of local high school sporting events; the
Garland Civic Theatre; the Garland Summer
Musicals; Christmas on the Square; Star Spangled
Fourth; the Sweetheart Dance; the Garland Police
Golf Tournament; and the Chamber of Commerce
Golf Tournament.

GP&L's Administration staff takes active leadership
roles in Garland, with representation on the
Garland Chamber Board of Directors; the
Chamber's Women's Business Initiative Steering
Committee; the City's United Way Steering
Committee; Remington College's Energy Board;
and the Salvation Army Advisory Board.
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Customer Feedback

A customer from the Spring Park
neighborhood was impressed with the
GP&L crew that replaced an underground
cable:

“The crew was so diligent working in the hot
sun and overnight. I’m going to share this with
my neighbors in our newsletter.”

A customer service professional recognizes
great service when they get it:

“I work in Customer Care at a dot-com company
and appreciate your quick response. The (web)
link does answer my question!”

A teacher at South Garland High School
expresses that power plant tours are
great experiences:

“I can’t thank you enough for the hospitality you
extended my students and me on the tours of
the Newman Power Plant. Events like this
connect what we do in the classroom to the
real world. The time we spent with you was
worth hundreds of hours in the classroom.”
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A customer who called with a billing
question took the time to share his
appreciation of GP&L:

“Thank you very much for the great service and
hard work you do for our City.”

A Baylor Hospital Representative contacted
GP&L after the quick resolution of an
outage:
“I am very pleased with the response by GP&L
to the weather-related incident at the hospital,
and am very appreciative of the quick response
and professional attitude of GP&L personnel.”

A GISD teacher expressed her delight at
being recognized as the Teacher of the
Month:

“Thank you for the wonderful honor of Teacher
of the Month. My next-door neighbor came
over to tell me they had read the article, and
many people have e-mailed me! My fifteen
minutes of fame.”
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Perfor mance Indicator s
Service Requests

Description: Total number of annual requests for
distribution services.

Interpretation: Service requests are the macro level
indicator of the productivity in the Transmission &
Distribution Division. Incidents such as major storms can
impact the totals; however, over time the statistic can
indicate the division’s overall productivity.

Debt-to-Asset Ratio

Description: The debt-to-asset ratio is a comparison of an
organization’s current and accrued liabilities and long-term
debt-to-total assets. This ratio reflects to what degree an
organization finances its assets with long-term debt.
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Operating Expenditures
per Megawatt Hour

Description: Total GP&L expenses (including TMPA
purchases) for utility operation divided by the total KWHs
of sales x 1,000.

Interpretation: As this statistic is highly influenced by
fuel cost, TMPA costs and debt service requirements, comparisons between utilities must be made carefully. Trends of
the statistic within a utility, however, are a macro indicator of
the future cost which must be collected through rates.

Electric System Number
of Retail Customers

Description: Total number of average annual customers.

Retail Customers
per Employee

Description: Number of retail customers divided by the
number of electric utility employees.

KWH Sales
per Residential Customer

Description: Sales of electricity in kilowatt hours for the
residential class customers divided by total number of
residential customers.

OSHA Incidence Rate

Description: This is the standard indicator utilized by the
industry to report lost time accidents. It is produced by
multiplying the number of lost time accidents by 200,000
then dividing that number by the total hours worked by
the employees.

Electric System Peak
(Megawatts)

Description: Peak demand as reported to the U.S.
Department of Energy.

Interpretation: Changes in sales can be due to seasonal
temperatures and customers’ electricity utilization
preferences.
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Balance Sheet
Fiscal Year ended September 30, 2006.
With comparative totals for Fiscal Year ended September 30, 2005.

ASSETS

Current Assets:

Cash and investments
Inventories
Receivables and others

2005

$ 30,845,753
2,473,649
42,390,601

$ 1,031,745
2,476,286
38,561,737

75,710,003

42,069,768

Cash and investments
Accrued interest receivable

109,221,124
763,930

105,785,506
874,111

Total restricted assets

109,985,054

106,659,617

217,760,984

201,966,779

$ 403,456,041

$ 350,696,164

Total current assets

Restricted Assets:

Property, plant and equipment net of accumulated depreciation

Total Assets
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2006

September 30

Audited financial statements providing greater detail can be obtained from the City of Garland Comprehensive Annual Financial Report for the Fiscal Year ending September 30, 2006.

LIABILITIES

2006

September 30

2005

Current Liabilities:

From current assets
Payables
From restricted assets
Payables

$ 13,748,777

$

22,340,402

5,312,418

4,205,943

19,061,195

26,546,345

141,586,055

118,842,656

Total long-term liabilities

141,586,055

118,842,656

Total Liabilities

160,647,250

145,389,001

105,282,194
73,218,539
64,308,058

110,179,797
72,202,545
22,924,821

242,808,791

205,307,163

Total current liabilities

Long-Term Liabilities:
Bonds payable

EQUITY

Retained earnings:

Invested in capital assets, net of debt
Restricted
Unrestricted
Total retained earnings

Total Liabilities, Contributed
Capital and Retained Earnings

$

403,456,041

$

350,696,164

21

Statement of Revenues, Expenses and
Changes in Retained Earnings
Fiscal Year ended September 30, 2006.
With comparative totals for Fiscal Year ended September 30, 2005.

Operating revenues:

Charges for service
Other
Total operating revenues

Operating expenses before depreciation:

Fuel purchases/Demand charges
Operating expenses
Payments in lieu of taxes
General and administrative
Total operating expenses before depreciation

$

2006

September 30

271,751,654
3,253,497
275,005,151

224,884,115
2,446,073
227,330,188

159,238,575
46,960,744
15,355,558
1,477,724
223,032,601

160,033,512
45,464,660
12,151,139
1,508,532
219,157,843

51,972,550

8,172,345

Depreciation expense

9,231,597

11,985,835

Operating Income

42,740,953

(3,813,490)

4,974,218
(5,249,473)
(319,895)
(325,232)
(920,382)

2,190,312
(3,925,308)
–
(217,188)
(1,952,184)

41,820,571
205,307,163
(4,318,943)
$ 242,808,791

(5,765,674)
211,072,837
–
$ 205,307,163

Operating income before depreciation

Non-operating revenues (expenses):
Earnings on investments
Interest expense
Other
Net transfers
Net non-operating revenue (expense)

Net Income (Loss)
Retained earnings at beginning of year

Cumulative effect of change in accounting principle

Retained earnings at end of year

Audited financial statements providing greater detail can be obtained from the City of Garland Comprehensive Annual Financial Report for the Fiscal Year Ending September 30, 2006.
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$

2005

GP&L System Map

City of Garland
138 kV
69 kV
Substation
Generation Plant
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